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Ti\is th¢§is sought to ansW;r the questién, Why did the’rArgentine-;WeIfare State not
develgp ina éoll;fjnllvous am; cénsistent manner? The research.cpmpared Argentiné to Canada ilj
their fqnnétive Qecédes prio} to 1930 when these two countries were on a simiiar path to‘
deveiopmént, and between 1930 and 1970, when the two coun{ries appeared to follow radical!y

divergent paths, with Argentina going into what Carlos Waisman has termed a Reversal of

Development. The comparison looked at the role two variables (political stability and structural

&
- .

dependency) played in fostering an environment of state-driven economic development
c‘:qnsistent with a.stable developed Welfa;e State. This research arglges that a high degree of
political instability that marked Argentina after 1930, as well as a r¢|ative|y higher.r(than Canada)
level of structural dependency in that same period, led to an unstable environmént of econ(;mic
development and an unfulfilled Welfare State. ‘

The first chapter looks at the relationship the thesis tries to develop between political -
. ’ . [ 4

stability and structural dependency as independent variables, and Welfare State gevelopment

(within the larger environment of state-driven economic development) as the dependent variable.

This chapter also introduces some of the models, or approaches, that _\;vill bé used to help
establish this reiationship. Lands of Recent Settlement, political stql;i!ity' (i.e. laboﬁr relations, .
the military etc.), and structural dependency are some of the models and approaches that will be
drawn upon. ’ - |

The second chapter compares Argeﬁtina and Canada in.the formative decades prior’to
1930. Many parallels are drawrz between these two‘c(‘)untries which were both on the d(;orstep of
economic take-off into industrial development. This chapter also highlights a couple of unique

differences between the two countries, differences which could be seen as catalysts to the

divergence between the two countries after 1930. The political exclusion of labour (and the

iii
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middle-classes, at least to 1916) was relatively.more extreme than in Canada. The second

difference is the more active role of the Canadian state in economic development compared to

. -
L ” 4

Argentina, o : - N '

.

The third chapter looks at the two countries after 1930 when they pursued morefadically

divergent paths to developmeht, or underdevelopment in the case of Argentina. This chapter

B4 . i ~F
: ' - L . T LU :
looks at the political environment of the two countries, highlighting the much more conflictual
R h 4

nature of the Argentine pdlity as compared to the more stable cooperative Canadian polity. The

¥

effects of trade and investment in the two countries, by Britain and the U.S., is also discussed,

highlighting the more circumscribed Argentine attempts at industrialization. The picture is drawn

- .
v

of Argentina as a much more politically unstable country than Canada, with less control over its ‘

~ path to economic development.

3
-
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The fourth chapter looks at the actual evolution of the Welfare State in each country, and

how this reflected upon gt politico-economic environment in each country at the time. The

‘comparison that is drawn is of an Argentine Welfare State that did not develop, taking two steps

forward and then two steps back, whereas the Canadian Welfare State slowly progressed, albeit

»
7

in spurts, to a levél of development far greater than that ui:l;;Argentina.
The conclusion argues that this thesis has shown ,fhat it wasl level of accommodation
and conéensus in the Canadian polity, especiall}f{with regards to the established tradition of state
activism in Canadian economic deve'iopment, that contributed greatly to the formation of a stable
developed Welfare State. Because Argentina lacked accommodation between major actors, and
did not egtablish an active state role in the economic developme:nt of the country, leavjng it to
foreign interests, it could not establish rthe conditions necessary for a stable Welfare State to
develep. Areas fqr future research include Argentina and Canada’s economic, social, and

political position today. Does Argentina’s current politico-economic environment reflect a

conscious move to address the difficulties of the past environment? Is Canada going through a
i

iv



B -
- &
. H

~

crisis of consensus which will jeopardize economic development directed from within, and -

T 2 . . ) . . -
consequently the Canadian welfare state? S o
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Name Period Modce of Accession to Office

Bartolomé Mitre . - 1862-68 - military victory
Domingo F. Sarmiento - - - 1868-74 election -
Nicolas Avellaneda ~ 1874-80 election -
Julio A. Roca | 1880-86 election
Miguel Juaréz Celman 1886-90 election
Carlos Pellegrini (v.p.) 1890-92 president resigned
Luis Saenz Pena _ 1892-95 -election
José E. Uriburu (v.p.) 1895-98. - president resigned
Julio A. Roca 1898-1904 ;_election
Manuel Quintana 1904-06 - - s:¥election
! José Figueroa Alcorta 1906-10 * ~ # president died

'] Roque Sédenz Pena 1910-14 election =
Victorino de la Plaza (v,p,) 1914-16 president died
Hipélito Yrigoyen 1916-22 election
Marcelo T. de Alvear 1922-28 election
Hipolito Yrigoyen 1928-30 election P
José F. Uriburu 1930-32 military revolt K
Agustin P. Justo 1932-38 = election
Roberto M. Ortiz 1938-40 election
Ramoén S. Castillo (v.p.) 1940-43 president delegated authority
Arturo J. Rawson 1943 military revolt
Pedro Pablo Ramirez 1943-44 coup d’etat
Edelmiro J. Farrell 1944-46 coup d’etat
Juan D. Perén 1946-55 election
Eduardo Lonardi 1955 military revolt
Pedro P. Aramburu 1955-58 coup d’etat
Arturo Frondizi 1958-62 election

‘| José M. Guido 1962-63 coup d’etat
Arturo Illia 1963-66 election
Juan Carlos Ongania 1966-70 military revolt
Roberto Marcelo Levingston ~ 1970-71 coup d’etat
Alejandro A. Lanusse 1971-73 coup d’etat
Héctor J. CAmpora 1973 election
Juan D. Perén 1973-74 election
Isabel Perén 1974-76 president died
Jorge Rafael Videla 1976-1981  military coup
Roberto Eduardo Viola 1981 military election
Leopoldo Fortunato Galtieri 1981-1982  internal military coup
Reynaldo Bignone 1982-1983  military coup
Raul Alfonsin 1983-1989  election
Carlos Menem 1989- election(s)

Source: Alberto Ciria, Parties and Power in Modern Argentina p. xiv



Naime

Period

Mode of Accession to Office

John A, MacDonald© 1867-73 —* :
Alexander MacKenzie (L) 1873-1878  election
John A. MacDonald © 1878-1891  election(s)-
John Abbott © - 1891-92 p.m. died
John Thompson © * . 1892-94 p.m. resigned
. MacKenzie Bowell © 1894-96 p.m. died
Charles Tuppgr© 1896 p.m. resigned
‘Wilfrid Lauri¢r (L) 1896-1911  election(s)’
Robert Borden © 1911-20 election(s) -
“Arthur Meighen © . 1920-21 p.m. resigned -
.| Wm. Mackenzie King (L) 1921-26 election
- Arthur Meighen © 1926 Byng-King affair*.
Wm. Mackenzie King (L) 1926-1930  election
R.B. Benriett © 1930-35 election
Wm. Mackenzie King (L) 1935-48 election(s)
Louis St. Lafirent (L) 1948-57 p.m resigned/election(s)
John Diefenbaker © 1957-63 election(s)
Lester B. Pearson (L) 1963-68 election(s)
Pierre Trudeau (L) 1968-79 p-m. resigned/election(s)
Joe Clark © 1979-80 election
Pierre Trudeau (L) 1980-84 * election
John Turner (L) 1984 p.m. resigned
Brian Mulroney - 1984-1993  election(sy
Kim Campbell 1993 , p.m. resigned
‘Jean Chrétien 1993- election

Source: Gordon Donaldson, Sixteen Men: The Prime Ministers of Canada, (Toronto: 1980)
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1: ARGENTINA ANB CANADA - THE BASIS FOR

-

Why has Ar'gelgﬁna— undergone what Carlos Waisman ‘refers to as- a_-tf‘REVeféal of o

Development"? Why is Canada now regularly ;ecognizedv as having one of the highpst-standardé of

&

living in the world? Prior‘to 1930, both countries were on a similar path to development. Argentina

was believed to have at least as promising a future as the likes of Canada, Australia, a;nd".tiie other

»

"~ Lands of Recent Settlement. What then was it that caused Argentina to go into a4 "Reversal of

o

Development" after 19307? Why did Canada not go into this reversal? -

Welfare State development is the index that we shall use to measure Arééntina and Canada

" by. Why have we chosen Welfare State development as the index? Many of the countries that are

referred to as developed possess Welfare States (in varying degrees) that have evolved over time.
Most of these Welfare States, such as those in Westetn Europe and Nprth America, came about as a
response to the effects of the Great Depression in the 1930s and the hyperinflation that plagued

Europe in the 1920s.

Canada developed a Welfare State that was co'mparable to many other developgd countries,
more comprehensive than the Uﬁited States, but less developed than many European countries.
Argentina. did not succeed in creating’a.sustainable enduring Welf;are>rState, even th01“1gh- its
_economic position prior to 1930 \v;ula have made it a candidate to become a developed country.

As we shall see, economi/c indicators place Argentina in the same field as other Lands of Recént

[

Settlement, such as Canada and Australia.l.

L

'Lands of Recent Settlement is a term used to refer to

countries that were colonized and settled relatively recently

(within the past 250 years). Most of the existing aboriginal

population was wiped out at the time of settlement. These
6
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It is the argument of this thesis that the contrasting evolution of the .Welfarke‘ State-in

&

-Canada and Argentina reflects the political and economic environment in each country, The two

variables we will look at in evaluating this argument will be political s‘tability/instab’il,ity and .

external dependency (trade dependency and dependency based on forelgn ownershlp/control of the

»

means of production). Why have these two varlables been chosén”

Differences with regards to political stability in the two countries, as well as different

) e

responses, or reactions, to external dependency present us with insights as to why the Welfare State

in each country has followed a different path. While these two factors are by no means the only

*

variables in explaining Welfare State evolution, they are the two that we will focus upon.

What are these two variables and what is their relationship to Welfare State development?

Political Stability . .
Political stability/instability is the degree of continuity and common goals within the political
environment. '

-What is the level of co-operation or conflict between the various groups within the larger
community? '

-How many of these groups are included in the political process" In other words, how open
is the political process to different groups within society?

-Is there a continuous, stable, and open democratic political process?

-Are elections truly competitive, whereby various groups can be represented within
government?

-Is there a realistic opportunity for the transfer of power to different parties representmg
various groups?

-Is there a smooth transition of power when there is a new government?

-Do governments rule with all groups within society in mind, or do they govern for speC|ﬁc
groups to the exclusion of the needs of the other groups in society?

2

These are all questions which must be considered when evaluating political stability. The

successful evolution of the Welfare State in developed countries such as Canada has rested upon

countries possess an abundance of natural resources and their
population makeup is predominantly European in origin.

7
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the co-operation of various groups within society. Its growk{a:s cut across political groups.,.”
. ¢

-

Successive governments have largely resiegted the importance of having some form of stable
Welfare State. This has allowed for its continuity. Political stability, and continuity, in Argentina

appears to mirror the stability and continuity of the Welfare State. While this does not necessarily

mean that political stability leads to Welfare State stability, there is a relationship between the two.

® >

External Dependency

External Dependency is the degree to which foreign ceuntries and foreign corporate

-
interests influence the economic activities of the host country.

-Does a foreign country have the ability to influence the terms of trade between the two

countries? -
-Can’a foreign country or corporatlon influence what will be produced within the host
coufitry? <

-Can a host country develop industry, or direct production to serve the needs of economic

growth within the country? ‘

-Do the economic activities which happen within a host country benefit the citizens of that

country?

-To what degregcan a host country create and implement economic policy which it feels

will benefit the etonomic development of that country?

-Can foreign interests take action, economically or politically, whieh will have a significant
. negative impact upon the economic development of a host country? Can this be done

arbitrarily? o

These are all questions. which must be considered when evaluating External Dependency.

“The successful evolution of the Welfare State is in large part a result of the host country being able
to decide how it will develop economically, to best serve the needs of the population as a whole. It
can range from the state having an active hand in the directing of economic development through
government economic/trade initiatives and state-run enterp;ises, to simply fostering an economic
climate in which economic development can occur that best serves the needs of the population.
Foreign economic control often has a bearing upon the economic groups within the society, groups

such as |abour, landowners, manufacturers, and the financial-commercial groups. These groups

have competing interests with regards to the Welfare State. Therefore, we will attempt to determine

% | g




the relationship, vif any, that exists bef\ween foreign economic control and Welfare State
developr;lent.
DRAWﬁVG EARL:Y'PARALLELS - POISED FOR TAKEOFF

How are we to arrive at these two variables as the basis }or our argument? By drawing
parailels between Argentina and Canada prior to 1930 we can focus L;pon political stability and
external dependency as factors in the divergence of the two countries aftier 1930. Carlos Waisman

in Reversal of Development, and Melville Watkins in "A Staple Theory of Economic Growth"

draw a picture of a country that looks similar to both Argentina and Canada prior to 1930. This type
of country has been variously called Land of Recent Settlement, New Country, or Settler
Dominion.
" These countries had two distinctive characteristics as they began their economic growth: a

favourable man/land ratio, and an absence of inhibiting traditions2. ‘

Waisman argues that these characteristics have in part led to a stable, albeit limited,
democratic political system and an efficient capitalist system. |

After 1930 Argentina and Canada diverged as Canada continued to develop and Argentina

went into what Carlos Waisman refers to as a reversal of development. Carlos Waisman in

Modernization and the Working Class, Louis Hartz's The Founding of New Societies, and Raul

Prebisch's writings on external dependency present us with models to draw comparisons in political

£

stability and external dependency in Argentina and Canada. Arguments in Modemization and the
- Working Class are the basis on which to build our own arguments around po'litic'al stability and

class conflict. The Founding of New Societies serves to highlight the differences between the

*Melville Watkins, "A Staple Theory of :Economic Grov;th," The
Canadian Journal of Economics and Political Science, XXIX
(May, 1963),p.143 ’

v
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economic elite in Argentina and Canada, in terms of both political stability and external

dependency. Economic development in the face of external dependéncy is the difference between

Ed

Argentina and Canada that is raised through Rail Prebisch's models of external dependency.

The models and theories drawn upon will be the Lands of Recent Settlement, Settler .

Dominions, and Louis Hartz’ Fragment Societies. These models apply to couﬁtries like Canada,
Austra!ia and, arguably, Argentina. These countries are, rela‘t'ively rspeaking, quite new; between
100 year; and 200 years approximately. They are outgrowths of European cdlonies established
sdﬁring the drive towards overseas expansion through imperialism. The dominant population in
these countries is generally the same Eurobean groups that colonized them. Relative to their mass
of usable Ian;i and resources, these countries have a small population. Because of their‘ colonial
status as a source of raw materials for the home country, many of these New Countries have
followed a staples-based pattern of economic development3. Staples are tho%e natural resources on

which a New Country, through export trade, bases its"early economic growth upon. Finally, these
countries have, for the most part, a lack of inhibiting traditions. Inhibiting traditions are seen as the
presence of pre-capitalist, or indigénous cultures that would impede the progress of capitalist
industrialization. ’ . - e

» Why are these models and theorieg important? Most of these countries, which include
Canada, Argentina, Australia, New Zealand, and the Unitéd States have become economically

developed. Arguably, the three countries most similar in this group are Canada, Australia, and

Argentina. It will be argued too, that after 1930, Argentina diverged markedly from the other two.

‘Melville Watkins, (1963), p. 144

10
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_What these models show is that prior to 1939 Canada and Argeniiﬁa were following similar

paths of development in many regards. Indices, such as the production of natural resources, exports
- . N . 3 > S/ 3 . . - "
and imports, levels of population relative o' usable resources,  immigration, income, and the

quantity and level of technology utilized.igg;Agﬁggiina and Canada were comparable to each other,
P . .
as well as to other countries in this category, such as Australia and New Zealand. Finally, neither

-

Argentina nor Canada possessed significant aboriginal cultures which could impose traditions
which would inhibit economic development, unlike other Latin American COufptries ‘lﬂge"*México

and Brazil. This comparison through the models presented in these sources will allow-us to draw

L]

parallels and isolate differences between Argentina and Canada.

Staple Theory and Lands of Recent Settlement .

The favourable man/laqd ratio refers to the lowapopulz\ltion in th¢se.New Countries relative
to their stock of usable land. The benefit of a low population relates to the lack of demand placed
upon the existing resources of a couﬁtry. Scarce résoufces are not overtaxed, and .there is not a
surplus labour force. Carlos Waisman goes further to define the populations of these New Countries
a; Transplanted Peoples, a situation in which large amounts of European immigrants pushed out or

<

eliminated the small aboriginal population4.

-

Subsequent v?avesof immigration also play an important role in New Countries. According
to W;clisman, four characteristics for comparison oflimmi‘gration in New Countries are raised.. F irsf
is the ratio of newcomers to the recipient population. This immigration is significant but by no
means dominant, relative to the existing population. Second is geographic concentration of the

immigrants. In most New Countries the concentration of immigration is in the rural areas of

8

-

4Cagrlos_ H Waisman, Reversal of ,Development in Argentina:
Postwar , Counterrevolutionary Policies and Their Structural
Conseqguences (Princeton, 1987), p. 54.

H
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agricultural production. Third, is the impact immigration has upon the class structure. Finally,\thé o
country of origjn for immigration is usually similar to the origin of the i:olonizing population5
. In .s,hol't,.immigration was conducted with the objective of alleviatihg the labour shortages I
that existed in agricultural broduction. This iinmigration would not chaIIenge the dominant
economic elite in the New Countries, but would rathgr form the body éf labour so Badly needed to
fully exploit the production of the staples, along with the linkages of those stap!es6.fA substantial
portion o;' the immigrant labour brought in for agricultural production migrated to the.c‘:ities, often‘
before the éities were-capable of suppoﬁing these populations (employment, housing, etc.). '

Preconditions to the Reversal of Development

The Unién Civica Radical (UCR) was the political bparty that had the support of ;he

- growing middle classes in Argentina. Until the Saenz Pena electoral act of 1912.allowed for
universal male suffrage and the secret ballot the Radicals had been denied electoral success because
of electoral fraud practiced by the oligar_chy. After the Saenz Pena act they won the presidential
elections of 1916, 1922, and 1928 before bein'g removed by the military in 1930. Prior to this the

landed elite ran Argentina through a highly circumscribed political democraey. After 1930

3 -

*Carlos Waisman, Reversal o‘f Development, p.55

*Watkins refers to three types of linkages that export
industries may possess. A linkage refers to increased
investment in an industry that 1s in some way.related to the
export good, or staple. Watkins, “A Staple Theory”, pp. 146-
149. In addition to Melville Watkins and Carlos Waisman,
W.A. Mackintosh, “Economic Factors in Canadian History” in
W.T. Easterbrook and M.H. Watkins (eds.), Approaches to
Canadian Economic History (Toronto, 1967) and Robert E.
Baldwin, Economic Development . and Growth (New York, 1966)are
good sources of information around staple theory , economic
growth, development, and export trade in lands of recent
settlement. See also H.A. Innis, Essays in Canadian Economic
History (Toronto, 195%). :

12



Argentina deviated from the New Country pattern and became somewhat more simiiar to tﬁe
underdeveloped fype characteristic _of the rest of Latin America7..The Uﬁdiirdévelopnient model‘x
stands distinct from the NeQ Country ‘model in several aspects. Countries descr&aed by this model
are usually populated by "witness" peoples, or “neW" peoples, rather than "transplanted" peoplés.
These~ countries exhibit a plantation-type economy. Often these countries are also ‘l‘acking a
substantial resource base$. ’ '

The end result of this is that these countries had to deal with cultures that could inhibit the
growthv and dominance of cépitalism. The plantation-type economy is not conducive to the
development of a middle class of economic participants, from which entrepreneurship and
economic dyﬁamism usually emahate. In addition, this type of production is not labour-intensive,
and conseq:ently these countries usually exhibit a surplus of redundant labour. In general these
countries have not indus&ialized, remaining underdeveloped. |

,

Besides immigration, to be dealt with iln chapter 2, the other factor important to the success
of New Countri¢s are their exports. “The export base of these countriés is crucial to their economic
development; this is the central concept of the Staple theory as stated by Watkins. A Staple is the
commodity, or group of commodities, around:whic'?h the resource dependent economies of recently

-inhabited lands revolve. An example of a Staple in the Canadian context would be wheat.

The fundamental assumption of the Staple tﬁeory is that staple exports are the leading
sector of the economy and set the pace for economic growth?.

‘Carlos Waisman, Reversal of Development, pp.. 36<37.

®Carlos Waisman, Reversal of Development, pp. 47-48.
Melville Watkins, "A Staple Theory", p. 144
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This is facilitated by the limited domestic demands placed upon these resources. The small
population translates into a small domestic market. These staple exports provide spread effects or

linkages into other sectors of the economy. Resources need. to be flexible in a staple economy to

N

satisfy the needs and demands of the €xport market. The cépacity to transform requires that the new
country possess a resource base sufficiently large to encourage the investment into new export :
products.
Watkins explains these spread effects upon the economy of the new country in terms of the
various linkages that develop.
Inducement to domestic investment resulting from the increased‘activity -of the export
sector can be broken down into three linkage effects: backward linkage, forward linkage,
and what we shall call final demand linkagelo.'
In short, linkages from the export sector mean that other parts of the New Country's economy are
s .
stimulated because of the production of the export good. Backward linkages refer to the industrial
input; and infrastructure that will be required to produce apd export the good. Forward linkages

refer to the value-added industries and services which would use the export good as a factor of

production. Final-deriand linkages refer to the industries and services required to meet the needs of

the domestic population producing the export good. ‘

" Watkins also argues that these new countries will faceSome difficulties because of their
export dependency. "Export mentality" and structural deficiencies are the biggest potential

problems that staple economies face.
A more real difficulty is that the staple eéxporters - specifically, those exercising political
control - will develop an inhibiting "export mentality", resulting in an overconcentration of
resources in the export sector and a reluctance to promote domestic development! 1.

'"Melville Watkins, "A Staple Theory", p. 145

""Melville Watkins, "A Staple Theory", p. 150
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In addition, the high national income of the staple economy does not reflect the structurél-'
imbalance in the country. The primary sector dominates to the detriment of a secondary economic

sector. Primary exports dependent on international markets and prices dominate!2.

. POST 1930 - ARGENTINA AND CANADA DIVERGE

»

There are limitations to these theories and models which seek to tie countries like Canada Gy

and Argentina together. Limitations coming both from within the theories and models, as well as
from writers such as Louis Hartz. These writers are looking at societal issues within immigration
and the Europeanization of the New Countries. The limitations provide the ground for Chapter 3,
W;Iiclll fdcuses on the'divergence of Argentina and Canada after 1930.

Carlos Waisman argues that Argentina goes into a "‘reversal of development" after l93Q.
The two key variablevs in which Argentina and Canada diverge after 1930 are political ;tability and

£y

external dependency. These two variables and the post-1930 time period are the focus of chapter 3.

Modernization and the Working Class

What do the models presented in Modernization and the Working Class have to do with the
variable of political stability? How do these variables feed into this model? Waisman's arguments
about inclusion, exclusion, and co-optation!3, when applied to Canada. and Argentina, reflect
different relationships between economic groups in each society. This is important in understanding
how organized labour was integrated into the political system in Argentina and Canada. This in turn

is very useful in understanding the levels of political stability in each country, especially after 1930

B

“Melville Watkins, "A Staple Theory", p. 150

Bcarlos Waisman, Modernization and the Working
Class. (Austin, Texas, 1982), pp. 13-15
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V».
when labour played a more significant role in the socio.-political realm, Inclusion of labour by the

political and economic elite in Canada fostered a stable political envivonment and a good working

, relatioynship. A Welfare State acceptable to both groups evolved out of this atmosphere. By

contrast, the fluctuation between exclusion and co-optation of labour by the political elite in
Argentina fostered a conflictual relationship between the traditional political and economic elite
and ‘labour. "This atmosphere of conflict fostered an inconsistent Welfare State, unacceptable to

either the landed economic elite or labour.

The Founding of New Societies

What does the model presented in Louis Hartz's The Founding of New Societies have to do

with the variables of political stability'and external dependency? Hatte's discussions of Fragment

Societies, when applied to Argentina and Canada, show differences barween the economic elites in

the two countries. The dominant Fragment in Argentina was pre-capitalist in origin!4. The landed

economic elite made their wealth off their ownership of land rather than industrial q{&&tion. This

would result in conflict between these groups and the industrial econamic elite arising out of Import
Substitution Industrialization (1S1). This produced two effects related to the inabil?ty to formulate a

consistent plan for economic development.
. 1. Competition for political power between the two groups and their lack of co~oberati6n
which jeopardized political stability, and consequently, the development of a consistent

Welfare Statel.

R\ Fragment is,a homogenous (political, svc¢ial, economic)

component of an older polity which breaks away to form its

own polity. ' ‘
16
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2. Tﬂeir diﬂ'erentv reactions and responses to external dependency which ereéted ‘the

~ opportunity for greater foreigr control of Argentina'é economlc develbpment, itself a , ﬁ ,
_v'ital component ?f the Welfare State. | |

The dominant Fragment in Canada was caﬁitalist in origin, which precluded the evolution
of a dominant commércial-ﬁnancial elite. This dominant capitalist Fragment allowed the‘politicél

" elite to create a National Policy of economic development thch remained consistent through
different governments. Thls National Policy allowed a greatt;r level of domestic contro] of 'thel
economy.in the face~of external dependency. Trade and industrial development were conducted in
accordance with the National Policy, which ailowed for the consistent development of the Welfare
State. | |

What is the theory behind The Founding of New Societies? Hartz argues that the new

societies are isolated fragments of‘ the larger European societie'é‘. These fragments possess an

ideology and social structure that reflects the ideology and the conditions of the larger European

society at the time of the break. If the Fragméng is a product of feudal cdnditions and time, then the

Fragment Qill be a traditional pre-capitalist si)ciety, as it happens with Latin American societies'
and Frel;ch Canadal5. Liberal Fragments such as the United States and English Canada represent

societies that are products of breaks at the start of capitalist relations| 6. Radical Fragmeﬁts such as

Australia afe the products gf Chartist Fragments that developed in Europe in the 19th fc~entury| 7,

The European societies from which these Fragments broke off exhibited fnany different

~ideologies all competing against one another. There were challenges rooted in the past and
: v

Biouis Hartz, The Founding of New Societies: Stwdies in the
History of the United States, Latin America, ‘South Africa,
Canada, and Australia (New York, 1964), pp. }3,9 )

®Louis Hartz, pp. 3,9

TLouis Hartz, pp. 3,9
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challenges based on the future; Fragmehts espousing the various challenging ideologies b"att_ied -
each other for control and power. By breaking -?,ff from the whole of this European ;éociety to ort
their own society in a new land, the Fragment could ensure that it would possess éxclus‘i‘ve control

- of the new society. However, in the process these Fragments cut short the process of change.

..when a part of a European nation is detached from the whole of it, and hurled, outward
onto new soil, it loses the’stimulus towards charige that the whole provndes It lapses into a
kmd of lmmoblllty1 8 :

-

v A .

- In breaking away from t’g European whole; these Fragments establrished societies in new
lands. These societies formed very insular groups in which the particular ideology of the Fragment
was held sacred as the only option for the new society. For subsequent generations this became
their nationalism; it was the only i(;eology or perspective that they knew. These Fragments were
very reactionary towards the introduction of ideological change, repressing it whenever it arose.

The weakness of the Fragment societies is two-fold. First, the narrowness of the Fragment
societies, with regard to ideology, has resulted in a lack of a body of philosoph?cal thought. The
societies do not possess a bast of open ideological challenges, which form the basis of creating a
future body of thought and challenges, Second, these vsocietie}s have not been able to permaﬁently

prevent the arrival of the revolution to the new societies, the very revolution from which these

4
fragments fled in the first place!9. -

®Louis Hartz, p. 3

®Louis Hartz, p. 20. For further discussion see Gad
Horowitz, “Conservatism, Liberalism, and Socialism in
Canada: An Interpretation” in Canadian Journal of Economics
‘and Political Science, Vol. 32, No. 2 (May 1966); Seymour
Martin Lipset, “Canada and the .United States: The Cultural
Dimension” in Charles F. Doran and John H. Sigler (eds.),
Canada and the United States: Enduring ' Friendships,
Persistent Stress. S.M. Lipset, Continental Divide: The
Values and Institutions of the United States and Canada (New
York, 1990).
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Structural Dependency (Pmbis;h et. a].)

What does Raul Prebisch's model of EXtemal Dependency have to do with the difference in
foreigﬁ control in Argentina and Canada? How does it relate to the Welfare State? The two types of
dependency discussed, trade dependency and dependency based on ownership of the means of
' prod”uction, existed in both Argentina and Canada. This dependency had different impacts. ’ln
Afgentina trade ‘dependency brought with it incrt?asingly. poorer terms of tréde t=hat were snongl;/
influenced by tradir,lg partners such as Britain. Prices of the primary products exported from
Argentina were not keeping pace with the industrial goods imported. This iwas causing a poor .
balance of trade. Argentina wa; also forced to import unwanted consumer goods rather than the
industrial inputs that we;e required for economic development. This had a beafing upon vits
economic vision, to which the Welfare State was tied.

Canada did not face.these difficulties, and therefore its national policy was not jeopardized.
- With regards to dependency based on ownership of the means of producgii’on, much of Argentina’s
infrastructure and industrial production waAs developed. owned; and controlled by fore.ign interests.v
Such tl;ings as railways and food processing industries were built to serve the needs of foreign
owners and markets, not the needs of Argentine®economic development and its own population.
»,:\gain, this had an impact on the development of a Welfare State # servite the Argentine
population. The Canadian financial-commercial elite financed the development of Canadian
infrastructure, such as the railw;a{ys, and the natural resource-processing industries. ‘vForeign
companies were involved in building industry and there was portfolio investment in industry and
infrastructure, but this did not translate into control of ec9nomic development in Canada; rather the

National Policy dictated Canadian economic development and this created an economic

environment capable of developing a sustainable Welfare State.
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* Raul Prebisch's arguments on Dependency theory provide us with the basis for developing
ideas and concepts around external dependency in Argentina,émd Canada. Prebisch refers to
structural dependency in terms of a "centre", the developed industrial world, and the "pef—iphery”-,

the underdeveloped or developing world in which Latin America is included:

-~

By dependence I mean the relations between Centres and the periphery whereby a country

is subjected to decisions takén in the centres, not only in economic matters, but also in
matters of politics and strategy for domestic and foreign policies. The consequence is that
due to exterior pressure the country cannot decide autonomously what it should do or cease
doing. The structural changes bring about an awareness of this phenomenon, and this
awareness, this- desire for autonomy, is one of the integral elements in a critical
understanding of the systemzo. ‘

4

There are two important components in Prebisch's arguments. The first is the growing

disequilibrium in trade that exists between countries of the centre and countries of the periphery.
R

This is the result of the deterioration of the terms of srade which favour the industrial exporting

Ty 5

centre over the commodity producing periphery2!. The -second pillar rests on the. internal

contradictions of the periphery. Wealth is concentrated heavily in the hands of the owners of the
«r N

means of produétion. The lack of capital accumulation afnoﬂgstthe vast majority of society makes

it difficult to stimulate the dynamic elements of the economy and consequently absorb the

redundant and unemployed labour force22. . e
e
Table 1.1: Private Consumption & Gross Domestic Investment (% GDP)
Consumption (% GDP) G.D. Investment(%GDP)
. 1960 1978 (°75 Arg.) | 1960 ' 1975 (’75 Arg.)
Canada 65 57 20 T 22

%Raul Prebisch, (1980),: p.25 as quoted in Ronald. H..
Chilcote, Theories of Development '~ and Underdevelopment
(Boulder, Colorado, 1984}, p. 25

“'Ronald H. Chilcote, Theories of Develobment and
Underdevelopment, pp. 31-32 "

2?Ratl Prebisch, Towards a Global Strategy of Development
(New York,.1968), pp. 8-12

v
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| Argentina” |77 o |18 2
Source: Taylor and Jodice, World Handbook of Political and Social Indicators, pp. 43-44,47 e

How can this be more specifically a?plied in the situations of Argentina ;lnd .Clanada? Prior
to the 1970s Argentina exhibited -two panic'u'laf forms of de;;endency, tr;de‘ (iependency, and
dependency with regards to the ownership of the means of production. Canada has also shown these
two types of dependency, but to a éor;léwhélt different extent. Trade dependency becomes é problem

L4 .
for a country when two factors are present. First, substantial portions of the income received. by ‘ S
each country must be tied to trade. Simply put, a lot of the goods, resources, and services of a given
“country mLst bé destined for export markefs, and/or have been imp'orted%for domestic cdnsumption.
'Secﬁon'd, the prices of exports from the country in question have been unable to keep pace with the -
prices of imports over an extended period of time.

As will be elaborated later, trade has been of crucial importance to both Argentina and
Canada. However, Argentina has suffered greatef disequilibrium with regarcis to trading
relationships, tharf has Canada. Argentina has been de[;endent upon the limited (British) export
markets fqr its agro-pecuarian products. Canada has had the benefit of a broader range of reéburce

-

. 23 :
exports, across sectors. = s

-

The trade disequilibrium between the centre and periphery is complex in its make-up. The
terms of trade that have led to this disequilibrium are the result of both internal economic forces
and external economic forces. The fluctuating commodity exports from the periphery, for one, are a

result of external economic forces: in this case, the instability in international commodities prices.

H

23Carl E. Solberg, The Prairies and the Pampas: Agrarian
Policy in Canada and-Argentina, 1880-1930 (Stanford,
California, 1987), pp. 40-43
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The lack of cqmmodi’ty stabilization agreements has allowed this instabil‘ityr in commodity prices to

| , . - ,
occur24. These instabilities in prices have generally pushed prices, and therefore incomes, down.

Tariffs and barriers imposed by the developed countries against the import of commodities -

from the periphefy have also had a negative effect upon the latter's exports.

The other point of coinparison is the level of dependency based upon the degree of foreign
ownersl‘1ip of the means of production2. This form of dependency exists when there is a high
d_egfee of foreign ownership’of industry and resource extraction. More specifically, this owne;shib
is‘direct ownership, which involves control of these production séurces; This can be in the form of a
branch plant, such as the Ford, GM, and Chrysler plants in Canada; or it can be the result of direct
foreign ”purchase of existing dromestic indust_ry26. Indirect, or portfolio invésjment, is the purchase
ofa corﬁpany‘s tradiné stock. This does not imply control of the actu'al' industry. This is a hands off

investment for the purpose of earning dividends, and therefore does not have the same implications

for dependency. Direct investment is of greater significance to our arguments about foreign control.

WELFARE STATE EVOLUTION IN ARGENTINA AND CANADA

-

What impact or bearing do these issues of foreign control and political stability have upon

the development of the Welfare State in Argentina and Canada? (Chapter four will address the

development of the Welfare State in Argentina and Canada, bringing these differences in variables .

into play).

“"Raul Prebisch, ToWards a Global Strategy of Development,
pp. 17-18

>Carlos Waisman, Reversal of Develo'pment, p.66

26 Carl Solberg, The Prairies and the Pampas, p. 45

ESd
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Canada has. l;een able to develop a vWelfare ‘StatAex because: ‘:of fhe priﬁc;iﬁle of
accommodation which has fostered an atmosbhere of political stability, as.well as following a
National Policy of economic development which recogﬁizes the im‘portapce of trade. Canada's
‘economic success is dependent upon trade to a greater extent than most develdped countries. The
National Policy also recognized the import%nce of foreign investment. Due to economies of scale,
Canada's émalli p0pulati6n does not afford the best atmosphere to create industry which will
‘compete on a global scale with industry developed in larger markets like the U.S. As a result,
branch plant industry was and is a reality.

However, the National Pélicy and the existence of a strong commercial-financial elite -
allowed Canada to undertake economic de\;”élopment, through infrastructure and the p;ocqssing‘ of
natural resoubrces. In this way trade and fore;gn investment were conductéd in a manner compatible
with Canada's economic vision. A Welfare State developed out of this which was acceptable to

both business and labour, and which could operate in the economic environment. The aspirations

and survival of labour and business were tied to trade and foreign investment in industry.

Argentina’s difficulties in establishing a sustainable ‘Welfare State are a result of the

principle of exclusion/co-optation of labour which translated into political instability, as well as a

»

divided economic elite which responded differently to Argentina’s depehdence upon trade, and the

& . - . - - - . .
foreign ownership and control of Argentine infrastructure and industry. The divisions between

labour and business, as well as the divisions within each respective group, for example, prevented a

consistent vision of economic development from existing. The traditional landed elite allowed

. foreign interests to develop infrastructure and industry to serve the needs of these interests and their
A ' -

markets, to the detriment of the Argentine population.

\
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The capitalist economic elite grew out of ISI and followed a polfcy of combating tﬁése
foreign ﬁﬂemsts and'Argentinafs dependence on trade with these foreigén countries. THey did n&t
recognize the importance of trade and foreign investment to a smal! market country like Argentina.
Along the way ;héy attempted to coopt labour into the baﬁle. The result is that thére was bn‘o
common ground between these groups, and power and economic policy fluctuated from one grouf)
to the othér, often violently. In this atmosphere of instability and dependency pressure was brought
to bear by foreign powers, and no coqsistent vision of economic development and Welfare State
development could occgur. -

In essence, a dependent economic reality was created by the Iaﬁded elitc;. This reality was
then attacked by the ISI industrial e(;onomié elite with no consistent, stable, and favourable results.

The friction created by the many divisions caused Argentina to stagnate further, and undergo an .

economic reversal. Welfare State Development could not succeed in this environment.

Canadian Welfare State

The Caﬁadian Welfare State found its roots in the Rdyal Commission on Domvinio‘n-
Provincial Re_latioﬁs (Rowell-Sirois Commission)27. More importantly, though, it seems that the
Canadian Welfare State largely developed as a response to the growing strength and influence of
labour, ami the_party most closely affiliated with it, the CCF-NDP. The Welfare State included

measures taken to preserve the hegemony of capitalist relations. It has been argued that by meeting

4

4

/ .
2TR. MacGregor Dawson, . The Government of Canada "4th ed.

Revised by Norman Ward (Toronto, 1963), pp. 115-116 ‘.
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some of the basic demands of labour the Welfare State preserv;ed the dominant commercial-

ﬁnancial bourg_eoisiézs.

Argentine Welfare State

The.Argentine Welfare State, in contrast, developed as the result of the work of Juan Perén,
the Argentine president from 1946 to 1955 and the Secretary of Labour prior to that. Juan Perén,
along with his wife Eva Peron, initiated most of what was s;en as the Argentine Welfare State"'in.)

that period. This will be elaborated in the following pages. The discontinuity of the Argentine

Welfare State is ageflection of the discontinuity of the politicaldeadership in Argentina.

*®Alvin Finkel, "Origins of the Welfare State in Canada" in
Interpreting Canada's Past V.2 After Confederation J.M
Bumsted (ed.) (Toronto,: 1986), p. 295 :
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2: PARALLELS TO 1930 -

EARLY POLITICO-ECONOMIC DEVELOPMENT

A society having a high land-labour ratio am‘i a population shortage will develop an
efficient capitalist economy and a democratic polity!.

i This chapter will address the similarities %etween Argentina and Canada that existed prior

to 1930. It will be argued that on the eve of the Depression in 1930 Canada and Argentina were at a
;

very similar stage of development. Both countries had an abundance of arable land for agricultural

production, as well as an abundanc‘;é of natural resources, relative to the underdeveloped countﬁés

in the rest of Latin America. Both Argentina and Canada also had a small population relative to this

<

land base. Both countries were more economically developed than the rest of Latin America, aI;d
r

had political systems that ﬁore closely resembled democracy than any of the other Latin American -

-countries. These indicators suggest that Canada and Argentina would follow similaf paths of

Welfare State development after 1930. This .was not the case. Table 2.1 reﬂe’cts some of the

similarities in po.pulation and Ignd density between the two countries (Although the data is for the

1960s, both count;ies e;(grienceq similar rates of population growth, and therefore data from 1930

would not be radically different).

Table 2.1: Population/Growth Rate/Density

Population (millions) | Growth Rate Density (per sq. km)
. 1960 1975 1950-75 (%) Overall (rank) Agricultural*
Argentina 20.6 254 1.6 9.2 (126/154) 28.5/31.1
Canada 179 - 1228 . 2.0 . 2.3(147/154) 15.0/13.3

Note: *Agricultural density data is for 1960/1970, overall density is for 1975
Source: Taylor and Jodice, World Handbook of Political and Social Indicators, pp. 91, 100, 104

lcarlos Waisman, Reversal of Development, p. 24. .
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To what degree does this hold true with regard to the situations of Argentina and Canada

prior to thé onset of the Depression in 1930? Economically both countries fit within the boundaries,

or parameters, of the lands of recent settlement. Therel existed an avbundan;e of land in bqth'
countries with a relatively small aboriginal population. In the case of Argentina, this aboriginal
population was removed from considération quite rapidly by the Eurdpea{n colonizers. In Canada
the aboriginal population was decimated by disease, intrbduced by the Europeans, and pushed into
reserves throughout Canada. (These aboriginal vpopulations would n(;t regain' a ‘substantial voice

until the 1970s, which is after the scope of this thesis.) This effectively resulted in the acquisition of V
L ks /

vast amounts of land by relatively few people. I

5 LF

&

More important than this, however, the land of these New Countries had to be usable. The
New Countries all possessed lands capable of producing a range of primary products2. Included in
this range are mineral extraction, forestry, and agricultural production. The importance of this
“resides in the ability of the New Countries to transfer their energies and financial resources to the
production and export of different primary products depending on what was in demand in the
European and, subsequently, international marketplace3. Given the r;:latively small population of
these New Countries there was not much of a doméstic marketplace for these primary goods.
Income and rents from primary production would be obtained, rathe;', from the export of these

goods.4

‘Carlos Waisman_, Reversal of Development, p. 4

*Melville Watkins, "A Staple Thedry of Econdmic Growth," p.
149. .

‘For further discussion about staple economies and export-
driven economies see Baldwin, Economic Development and
Growth, and Mackintosh, “Economic Factors in Canadian
History”.
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This is different from the position of the countries grouped under the Underdevelopment‘

- model discussed by Carlos Waisma,n5 The Unde:developed countries do not possess the same

range of primary production capabilities as the New Countries. Often the Underdeveloped countries
are cash crop economies, in which or:e cash crdp is the main sburce of income for{tﬁe country. Such
is the case with coffee, sugar, or bananas in many of the more underdeveloped Latin American
countries (hence the term "Banana Republic")6. These countries are much more dependent on the

instai)ility of demand for that one product. They do not posseSs other areas of primary production to

transfer their resources into.

" With regards to the economic a_nd geographic indicators mentioned so far, it would seem
that Arg;ntina and Canada resemble the open spaces model most closely. To ieiterate, the 'open
spaces' model includes a large amount of usable land, with abundant resources. In addition ‘open
spaces' have a small population relative to the amount of usable land. Starting from the distinction

of "Settler dominions” versus "late-follower" countries, we will then lay out the staple-led pattern

of economic growth, applying the pre-Depression development and growth of Canada and

Argentina to that pattern’. The Late Follower, or Underdevelopment Model, more closely applies

to the rest of Latin America. Countries that fit this model have a large unskilled population relative

to the amount of usable land and resources. Resources are sparse and these countries often rely on

SCarlosAWaisman, Reversal of Development, pp..33-35

®*The Dominican Republic became known as the ‘Banana
Republic’ because of the American-owned United Fruit Company
which controlled the economy and polltlcal environment in
the Dominican Republic.
'Throughout the thesis the term ‘Settler Dominion’ will be
used interchangeably with ‘New Country’ and ‘Land of Recent
Settlement’. ‘Late Follower’ will be used interchangeably
with the ‘Underdevelopment Model’.

28




I

L

the production of one or two natural resources. The excess population is usually 'unemployed' or.

underemployed.

N

It is in the areas of political agency, as well as other non-economic fadzoré,ythat we;see a
divergence between the two countries. Patterns ‘6f l‘abour,> immigrat‘ion, and ejitfe all exhibit
qualitative differences. Theée non-economic factors played a role in the evolution of a
fundamentally different conception ‘of political agency in Argentina and Canada prior to 1930.
Political agency in Argentina was a very exclusive thing, limitéd to the Creole landed economic:
elite. Labour and immigration were excluded from the political operations of the society. In Canada
immigration occurred with the intention of including them iﬁ the larger society as Canadian
citizens. Labour was included and allowed to organize more readily than in Argentina. (This .wiII be
discussed more fully later in this chapter.) This shall lead, as we will argue in chapter three, to
starkly contrasting levels of political stabjlity exhibited by these two countries after 1§30:

This‘will, when combined wi‘th external economic dependency, produces a situation of
Welfare State development divergent from that of most Open Spaces. The less important non-

economic factors of open space modelling in chapter two become much more important as they

contribute to the different levels of stability/instability in chapter three.

THE PATH 'i‘O ECONOMIC DEVELOPMENT: OF STAPLES AND TARIFFS
The staple-led pattern of industrialization contains four main components:
1. These countries exhibit a cumulative concentration of product resources in staples
r exploitation.
2. These countries have massive debt for heavy fixed capit-al charges, such as
trainsportation infrastructure a;nd other components of social overhead capital.

3
3. These countries are vulnerable to external market fluctuations.

j\
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4. These countries usually exhibit govemr'ner;t involvement/policies to rco"unter instabilify
0 ' _
~ - and/or benefit staples production8.
fo analyze this in the framework of comparing Argentiﬁa to Canada, sixvfactors'will be
dealt with, including three aréas, or sectors, of economic activity. The primary sec‘tor will look at -
the extraction and exploitation of raw materials, and agro-pecuarian preduction. The secondary
sector will deal with industry, the manufacturing base, technology, and external involvement

N ]

through investment, branch plants; etc. Finally, infrastructure, government intervention, and
government policy will be dealt with. In addition to these economic factors we will look at some of
the differences that arisé between the two countries with regard to the domestic; économic elite, -
foreign investment, and immigration. What we end up with is a picture of ‘two countries with
similar economic pdtential. Thf: different economic actors within each country utilizéd the
economic resources presented to,,them in different ways. The resulting economic development, and
Welfare State develdpment, reflects the relationship between these economic actors and the
economic resources in Argéntina énd Canada. Economic development in Canada utilized Canadian

economic potential more effectively than was the case in Argentina. Out of this, a more stable

Welfare State evolved. We will elaborate on the significance of these differences in chapter 3.

Table 2.2: Distribution of Labour Force (%) & Share (%) of Gross Domestic Product (GDP)

- Agricult. | % GDP Industry | %GDP Services %GDP
Argentina 1914 | 23.6 375 324
1947 | 25.7 30.0 373
1960 | 20 17 36 37 44 46
1977 | 14 12.(75) 29 » 36 (C75) 57 45 (’75)
Canada 1911 | 40.0 - 1242 243
1951 | 18.7 34.0 373
1960 | 13 6 35 34 ' 52 59
1977 } 6 4 ‘ 30 25 64 60
Brazil 1950 | 56.0 13.7 - _ 23.1
1960 | 52 22 15 25 33 52
1977 | 42 9 20 26 38 | 48

®Melville Watkins, "A Staple Theory".
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Note: 32% of the labour force in agnculture in Argentma (1947) were tand owners 61% of the -
labour force in agriculture in Canada were landowners. ' *

Note: Brazil was included to show a country that fits into the Underdevelo ent model, ,
Sources: Colin Clark,. The Conditions of Ecdnomic Progress (London, 1957), pp. 510-511 for
Argentina 1914 & 1947, Canada 1911 & 1951, Brazil 1950. Charles Lewis Taylor and.David A.
Jodice, World Handbook of Political and Social Indicators, Vol | (3rd ed.) (New Haven, 1983),
pp. 208-225. .

Primary Production }

Included within any discussion of the primary sector must be issues of land settlement,

staples production, export markets for these products, as well as the sectors of overall primary
production, and the range of production within these sectors. This will reflect upon the variable of
external dependency for each country. A strongly developed primary productfon sector includes a
range of linkages, such as primary goods processing industries, and industries thaf maxiufacture the
factors of production, such as agricultural machinery and fertilizer. This is importaht to the position
a country has vis-a-vis external trade and foreign investment. A balancéd and broad primary sector
provides more protection against external trade markéts than a country with only one major natural
resource, or primary good. What then was the situation of Argentina and Canada prior to 1930 with
regards to primary production capabilities?

Canada possesses a wealth of natural resources and is capable of numerous productions
across several different primary sectors.:Prior to 1930 Canada possesséd fnineral resources,
abundant forests, fisheries, and a range of agro-pecuarian products, beef and pork productiéﬁ,
various grains and oilseeds, and fruit, vegetable and dairy production?. Hc;wever, as we shall
expand upon I?ter,' Canada was only efficient with regards to the'production of grains, oilsgeds, and

some meat production. Otherwise, protection has been used to ensure the survival of other

L.

o
@~

carl Solberg, The Prairies and the Pampas, pp. 40-43
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agricultural productions!0. This protection has takén‘ the form of govem'm;mt vsulv)sid'ies for

production, the creation of an artificially high purchasing price for the products, and.a protcctéd

~market which inhibits outside competition. These protected agricultural | goéds could npf bé

produced as cheaply as they could in other countries. Therefore, they could not c;mpete ‘;", the free
marke; without operating at a loss.

- Argentina does not possess the wealth of natural resources that Canada does and, thereforé,

is not able to develop primary industry across sectors. Most notable is Argentina's lack of mineral

resources! 1. The lack of minerals made it more difficult for Argentina to establish capital goods
‘:’
e

industries and other heavy manufacturing which reiy on miﬁerals as cru:jawinputs ibnto the
production process!2.

What Argentina did possess, however, was a broad range of capabilities within the agro-
pecuarian sector!3 of primary production, broader in these respects than Canada!4. This range of

agricultural production separated Argentinag from the other Latin American countries which fell into

the Underdevelopment modell3. While Argentina's flexibility was not as great as some New

E

yooo . '
Countries, such as Canada, we feel it falls within the parameters set by Waisman.

With regard to land settlement in Argentina and Canada, the purely economic aspects are

difficult to draw out. Qualitatively, these two countries represent the extremes within the group of

carl Solberg, The Prairies and the Pampas, pp. 40-43

'"solberg, The Prairies and the Pampas, pp. 42-43

2For further discussion of the agricultural sector in
Argentina, as well as some comparisons to Canada see H.S.
Ferns, The Argentine Republic, 1516-1971 (New York, 1973)
13Agro—pecuarian sector refers to the .areas of agricultural
production and the areas of meat production, such as cattle
or pigs. :

'“carl Solberg, The Prairies and the Pampas, pp. 40-41

1Carlos Waisman,  Reversal of Development. pp. 34-35
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“"New Counﬁies".. The average area per farm reflected the range vﬁthin this group c;f' countries. In
1930 the average Canadian farm was 90.6 Hectares in size; only the US was lower with én average
size of 63.5 Hectares. At the other er{d of the range the average Argentine farn; was 3‘86.4 Hectares |
in size. While this was the largest average of any of the "New Countries", Australia and New
Zealand also represent high average _farm sizes .with 12905 Hectares and 206.0 Hectares
respectively 16 This is important in showing that Argentina;s average farm size was in kéeping with
the rest of the new countries. Argentiné had more plantation-type agricultural operatiqns than vother
New Countries, but not as many as the underdeveloped Latin American countries. Plantation-type
economies, like those found in the Underdevelopment model, do not contribute to-the economic
development of the society as a whole. Rather they benefit the few landed elite who own the
plantationsI 7. Argentina is not greatly out of line with the other New Countries which tend to have
more farms, which Solberg argues are better for the economic development of the society!8.

More important than this, however, the predominant form of agricultural production in
both countries appears to have been that of the more labour-intensive farm crop, as compa;red to the
much less labour-intensive plantation crop. Data referring to agricultural labour circa the Second
World War (WWII) is supportive of this notion. Argentine agricultural production was 78 percent

A Y

'®Carlos Waisman, Reversal of Development. p. 52.

"Melville.Watkins, “A Staple Theory”, p. 147 ,

'Carl Solberg, “Land Tenure and Land Settlement: Policy and -.:
Patterns in the Canadian Prairies and Argentine Pampas”, in '%‘ s
. D.C.M. Platt and Guido Di Tella (eds.) Argentina, Australia
& Canada: Studies in Comparative Development, 1870-1965
(London, 1985), pp. 53-75. Solberg discusses the family farm
in Canada as a tool for economic development. Watkins, in “A
Staple Theory”, refers to the strength of the family farm
over the plantation for economic development. Argentina
possessed a farm crop agricultural economy similar to o
Canada, even though it lacked the successful community- y
cooperative structure that developed in the Canadian

prairies.

&

33



as labour intensive as agricultural phduct-ion in Caﬁada. By comparison, Australia waS Jjust over 7
percenf as labour intensive as Canada; and the US was more labour intensivel9. It would seem ’that;
with regards to land settlement, both Argentina and Canada fall within the parameters 6f the "New
Countrigs”. 'Fhese indiéators are useful in painting a picture of Argentina and Canada prior to 1930.
Both countries’ agricultural séctors were similar in many regards. The differences aﬁer 1930 will

reflect different responses to external markets, and differéiit conceptions of economic development.

. ) - =
p s

The agricultural community in Canada was inr a better position vis-a-vis external dependepgy than

was Argentina. We will elaborate on this further in this chapter.

The status of the land in Argentina and Canada during this period is somewhat different.

-

. .Th'is is rooted in the different social structures and political policies of the two countries during the

arrival of immigration. Immigration in Canada was for the purpose of cultivatinifthe ‘prairies and
building economic communities founded on that agricultural production. Immigration in Argentina
wés for the purpose of short-term labour on the agricultural preserve of the landed elite.

Ownership of the land reflects these differences in immigration. Ownership, in which the

owner of the farm is also th¢ operator, accounted for 89 per cent of farms in Canada in 1911, and 69

L]

per cent of farms in 193 1. Only 5 to 15 percent of the farms were operated by renters. In Argentina,

duririé‘*fﬂ‘s period, only one-third of all farms were exploited by owners; between 55 and 61 percent
: 2

were rentqdzo. Statistically, Argentina does not stand out as an anomaly; both the US and New

N

Zealand also exhibited somewhat high levels of tenancy in the farms2!.
L C '

<

19Carlos Waisman, Reversal of Development. p. 52.

I"%OCarlLSolberg, "Land Tenure and Land Settlement:..." p. 56.

2»lC,arlos Waisman, Reversal of Development. -p. 52. These last

" statistics for U.S.(31.7%) and New Zealand(25.9%) are c.1930.

Argentina is shown to have 44.3% tenancy (1937), and Canada

Q.

is listed as having 12.9% tenancy.
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The significance of ownership lies within the development of agricultural communities. In

Canada immigrants were given land and encouraged to become citizens.:This resulted in a long-

term attachment to the ‘Ianc'i and the development of agricultural communities, from which co-

operatives and other agricultural economic initiatives and development grew. A strong agricultural
¥ .

%

economy éew which (:.ould respond to the pressures exerted by external trade. In VArgentina
immigration was for the purpose of short term agricultural labour to benefit the owners of the land.
fhe immigrants were not given land or encouraged to .becomercitizens. They did not develop a long
‘term attachment to the land they were renting, and consequently few agricul‘tural‘ communities
developed. Agricultural economic development was not as prevalent as that found in Canada22.
Argentine agriculture did not havé as strong a vantage point as Canada vis-a-vis external trade.
Comparing the actual staples production in Argentina and Canada also fails to produce any
substantial divergencé from the norm of open spaces countries. Labour productaivity corresponds to
the open spaces noﬁns; the share of labour corresponds to the share of Gross Domestic Product, in

v .

both agriculture and industry (Argentiné)23. In the period leading up to 1930 productivity and
growth in the agricultural sector in Argentina kept pace with the other open spaces countries24.

Agricultural yields in Argentina compared favourably with those of other opén spaces
countries, -thus reflecting the ability of Argentine agricultural productivity to keep pace with the

productivity of the other open spaces countries. Prior to 1930 yields in Argentina were marginally

%

“?Carl Solberg, The Prairies and the Pampas, pp. 65-66
2)Carlos Waisman, Reversal of Development. p. 60. The data
for Argentina 1is for 1960 but 1is not inconsistent with
Waisman's discussion of pre-Depression Argentina. The
percentage of labour in agriculture and industry in Argentina
is. not out of line with other new countries (c. 1940).

“Carlos Waisman, Reversal of Development. p. 59.
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better than Australia in both wheat and corn production, and marginally poorer than Canada in both
wheat and corn production25. |

In,addition‘ to this, more land was- being cultivated for agricultural production in both
Argentina and Canada. In Argentina, the area under cultivation for cereals, flaxseed, and alfalfa
increased more than six-fold. between 1890 and 1915-16 (Pampas). At this point the area under
cultivation seems to have levelled off, with onl;l marginal increases in area prior to 193026, In the
~ case of Canada, the area under cuiti\}ation for cereals and flaxseed multiplied more thah siXteen—
fold between 1890 and 11915-16, and another 50 percent in the period immediately prior to 1930
(Prairies)27. . |

Two factors limit the actual impact, or importance, of these diﬂ'erences. It must be notej
- that the amount under cultivation in the prairies in 1890 was mu;:h smaller than that in the pampas.
The differences in the growth rates of the aréas under cgltivation between the prairies and the
pampas becomes much less signiﬂcanf when we factor in the population.growth rates in these two
regions during the same time period; the pampas incr;::ased three-fold over the period, while the
population of the prairies increased nine-fold over the same time frame28.

One final note with regards to staple production in Argentina: the rural sector's share of the
groés national product had declined from about one-third at the turn of the century, to about one-

quarter in the five year period just prior to 193029. This would appear to support the importance of

t 4

“>Carlos Waisman, Reversal of Development. p. 59.

25carl Solberg, "Land Tenure .and Land Settlement:...". p. 57.
?Tcarl Solberg, "Land Tenure and Land Settlement:...". p. 57.
“®carl Solberg, "Land Tenure and Land Settlement:...". p. 57.

*Ysabel Rennie, The Argentine Rdpublic.(New York, 1945), p.
70. '
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a growing secondary sector in the economic take-off, especially if we consider that the decreasing

share of agriculture came at the same time as more land was being brought under cultivation.

=Y

Staple production is important relative to its impact apon trade with the export markets of
these cduntries. Coming from staple theory, and the open spages countries in which‘ it deyelbp§, wé
know that staple production is largely undertaken to satiéfy external demand. These open spaces
countries do not possess the population base; to offer a domesyi¢ naarket for these staples30.

= With this in mind fve need to observe more closely the export situations of Argentina and
Canada. Ex;;on markets drive the economies of both countrias. The example of wheat production
and export is a case in point.‘Between 1909 and 1932 Cayada exported from 57 percent to 74

percent of its what production. In the same period Argenting exported 46 percent to 79 percent of

its wheat production31. Within this period there was no notigeable trend, with regards to increases

- or decreases, for either country. In Argentina, 40 percent of Qaitle slaughter was for export markets

in the period up until 193032
The principal export?ﬁfof Canada and Argentina also reflect the importance of staple

production to export income. In Argentina, between 1910 and 1930, agriculture (corn and flax) and

4

*¥For further discussion of Argentine agricultural economic
history and the staple theory see Carlos F. Diaz Alejandro,
Essays on the Economic History of the Argentine Republic
(New Haven, 1970), and Mackintosh, “Economic Factors in
Canadian History”. , )

3carl Solberg, The Prairies and the Pympas. p. 35.

*Colin Lewis, "Anglo-Argentine Trady, 1945-1965" in David
Rock. ed. Argentina in the Twentieth Qentury (London, 1975),
p. 121.
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livestock make up three-quarters of all exports, and this remains fairly consistent throughout this
twenty year period. Almost all of the remaining exports are also from the agro-pecuarian sector33.

In Canada, wheat makes up the largest single export in the period leading up until 1930,

ranging between 40 percent and 50 percent of ‘Canada’s total export earnings. The remainder of

Canada's export earnings come from forestry and mining3% This would seem to reflect Canada's

greater sectoral range of primary production. Within the agro-pecuarian sector, however, Canada is
almost a monoculture, relying almost totally upon wheat for its export earnings.

It would appear that export earnings, and exports, for both countries grew in the period
leading up to 1930. Taking population increases into account, between 1881 and 1914 export
incomes increased in Argentina 240 pércent per individual. This outstripped import values, which
increased 190 percent per individual in the same time frame. The end result was an export surplus
in 1914. This strong surplus in commodity trade was maintained until 1930. Export incomes in total
increased over this whole time period leading up to 193033.

For Argentina\, the only dark cloud appeared to be a commodity trade deﬁcit with the US
which persisted, and increased, for at least the fifteen year period leading up until 1930. In
percent:;es. imports from the US made up between one-seventh and one-third of all Argentine‘

imports in the twenty-year period leading up to 1930. At the same time exports to the US only

made up between one-twentieth and one-fifth of all Argentine exports36. Argentina, during this

3Roberto Cortés Conde, "Some Notes on the Industrial
Development of Argentina and Canada in the 1920s"in Platt and
Di Tella (eds.) Argentina, Australia and Canada, p. 152.

*Roberto Cortés Conde, p. 152.

*A.G. Ford, "British Investment and Argenéine Economic
Development, 1880-1914" in David Rock. ed. Argentina in the
-Twentieth Century. pp. 29, 31.

*%Colin Lewis, "Anglo-Argentine Trade". p. 115.
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period, relied heavily upon the United Kingdom as an export market to ensure that export eaminéé
in commodities were greater than import expenditﬁre‘s.

This trading felationship, or triangle, between Argentina, Britain, and the U.S. would pose
significant barriers to Juan Peron’s nationalist plans for economicidevelopment in Argentina after -
1946. Perén’s goal of developing hf:av;' industry with public and domestic investment resources
~ was ﬁot well received by the U.S., who preferred to see that the.process occur through branch plants
of Americén industry. As the primary source of industrial inputs requiréd by Argentina, the U.S.
had the capability of stalling Argentina’s industrialization process. Furthermore, Per6n’s nationalist
focus detracted from the export of agricultural goods to a recbvering United Kingdom, which the
U.S. felt was of utmost importance.

The inconvertibility of the British pound limited Argentina’s options‘ with its reserves of
British currency to unneeded British consumer. goods, instead of the preferred America'nrindustrial
inputs.

This situation of structural trade dependeﬁlcy negatively affected the economic

development plans of Juan Peron. The result was the economic decline of Argentina as exports

declined. Imports of consumer goods remained high and the government deficit increased.

Secondary Production -

What then is the situ;tion with secendary production in Argentina and Canada? Earlier in
the chapter we mentioped that, in Argenti;a,',the share of labour in both agriculture and
manufactures corresponded to their respective shares of GDP. This would seem to suggest that
productivity in the secondary sector was at least as high as that in the agricultural sector, and we

Know this to have been relatively good. What we shall see in the next few paragraphs, as well as in

subsequent discussions of foreign investment, is the qualitative differences in Canadian and

39



Argentine secondary production. Many of these differeﬁtces evolved as é rc;sult of the types of
foreign investment within these two countries.
’ :

In Argentina, the manufacturing sector's share of gross natio;1al product (GNP) increased
from 14 percent at the turn of the century to 18.4 percent in the five-year period leading up to
193037. This would seem to indicate that the secondary sector is not insignificant in Argentiné in
the period leading up to 1930. The value of Argentine manufacturing produclion per capita would
also seem to support the notion of Argentine manufacturing capabilities. This value of
manufacfuring production per capita crept up from about 50 percent of ﬁat of Australia and New
Zealand, to around 60 percent in 1929. This same value per capita was greater than that of Italy, and
presumably (baséd on data after 1930) vastly greater than that of other Latin American countries38.
Argentina’s manufacturing and industrial potential was not out of line with regards to other New
Countries, and was markedly better than the other Latin American countries.

What about the'development of Canada's manufacturing sector? It has been argued that this
growth and development of the secondary sector was closely tied to the explosion of U.S.
investment that occurred after 1914. Much of this indust;ial development in Canada took the form
of export-oriented industries, such as newsprint for the American market. Virtually non-existent

prior to the turn of the century, newsprint accounted for 15 percent of Canadian export values in

1920, and over 30 per cent of these values by 193039. A reasonably strong”manufacturing base

3'ysabel Rennie, The Argentine Republic, p. 70.

3¥carlos Waisman, Reversal of Developmenht, p. 62.

¥Roberto Cortés Conde, “Some Notes on the Industrial
Development of Argentina and Canada in the 1920s,” p. 151.
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appears to be indicated by/a Canadian per capita product which remained twice that of Argentina's

prior to 193040,

Two or three points can be highlighted with regards to Argentine, and to a lesser extent,
Canadian secondary production. First, prior to 1930 there would appear to be a consistent rate of
growth in the number of industrial establishments, the amount of horsepower eﬁjployed by these
_establishments, the number of workers employed, and the productivity of these establishments. This
becomes more clearly apparent when placed in relation to the Argentine situation after —1’93041.
(We have not any equivalent Canadi.an d;lta at this time). ° )

Data for Argentina is a case in point; the number of establishments nearly doubled between
1895 gnd I9l3,.and increased another 30 percent by 1923. The increase in employment and
installed horsepower was even moré dramatic during this time period. Between 1895<and 1913,
. employment in industry more than doubled, and increased anothera65 pefcent to 1923. Installed
horsepower increased four-fold from 1895 to 1913, and four-fold again to 192342, This suggests
that Argentina. was industrializing at a fairly rapid rate, d”istinguishing: it from | the
Underdevelopment model of countries.

This larger amount of installed horsepower would seem to reflect the increasingly capital
intensive nature of Argentine industry. Capital accumulation in Argentina is reflective of this.

Between 1900 and 1929 capital accumulation increased four-fold in Argentina. These

¢

carlos Waisman, Reversal of ‘Development, p. 6.

'Paul H. Lewis, The Crisis of Argentine Capitalism (Chapel
Hill, 1990), pp. 36-37.

*2Paul H. Lewis, The Crisis of Argentine Capitalism, pp. 36-
37.
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establishmeﬁfs would also seem to be both the most productive and the most labour—int’ensive of -‘
. Ar%entine industrial establishments existing in the first half of this éenmry43.

Second, the increase in secondary ’n.xanufactu_re is not reﬂectéd in the make-up of exports
from ‘ei”ther country. Secondary manufactl;res' make up almost nothing in terms of the share of
exports from Argentina and Canada. Of Argentina and Canada, only Argentina actually lists
manufactures amongst its principal exports. At best, in 1920, these manufa_cturing e'xports made.up
only 1 percenf éf all principal-exports44.Thé manufacturing sectors do not co;ntl*ibut'ef significantly
to the exports of Argentina aﬁd Canada. They exist to serve the domestic market in each country.
The manufacturing sectors, not including processing industries, and the agricultural sectors have
different priorities. After 1930 this would be the source of cieavages between tﬁese industrialists
and the landed elite in Argentina. These cleavaées placed additional stress on poIitical stability in
Argentina after 1930.

Finally, and related t'o the second point, much of the secondary prod}lction that existed in
Argentina and Canada prior to 1930 was a result of the linkages that developed from the staple
production, specifically forward linkages43. The processing of the primary%ples is arguably the

most significant component of the secondary manufacturing base in either coufitry prior to 1930.

In Argentina agro-pécuarian processing such as meat, leather, and textiles formed part of
the traditional industry which made up 91.4 percent of all industrial production in Argentina in

191346 1t is therefore no surprise that where Argentina's secondary sector is repfesented in export

shares, it is in the areas of meat, leather, and wool, accounting for up to one-fifth of the share of

“3paul H. Lewis, The Crisis of Argentine Capitalism, p. 40.

“4poberto Cortés Conde, “Some notes on the Industrial
Development..”, p. 152.

For example, in the food processing industries.
®paul H. Lewis, The Crisis of Argentine Capitalism, p. 300.
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exports. In Canada, prior to 1930, principal exports also reflect the importance of thé processing
industry. Newsprint, wo@d pulp, and planks and boards make up between 40 percént and 50 percent
of principal exports up to 193047

* Within the secondary sector of each country there were also cleavages vis-a-vis processing
industries which were driven by e*porf‘markets and manufacturing industries which produced
consumer goods for the domestic markets. These cleavages would become important with regards
to the different political actors, external mal:ket pressures'and domestic market pressures. Industry
was split by these cleavages, with some industrialists demanding an export driven economic
development strategy, and others demanding a nationalist protective econémic development
strategy. These strateéies were not compatible.

What this does not reflect is.the growth in ISI that occurred in Argentina after 1914. This
movement towards ISI is considered to be the result of the declining foreign inve;ﬁnent that
occurred after 191448, Thls move to ISI is also related to the instability in the export markets for
Argentina's goods that resulted from the war. The volume of exports from Argentina fell markedly
during the war years, and the export markets remained somewhat unstable in the immediate post-
war years. In addition, the volume of imports fell by a greater margin in the same period. This
served to precipitate Argentina's first foray into Import Substitution lndustrialization,‘mostly in

light consumer goods, foodstuffs, and textiles. This initial ISI did not include heavier industry

”Roberto: Coptés Conde, “Some Notes on the Industrial
Development..”, p. 151.

carl Solberg, The Prairies and the Pampas, p. 44. In
conjunction with this see Lewis, The Crisis of Argentine
Capitalism, pp. 80, 84-85
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because of a lack of fuels and machinery, alsb a result of the war. This ISI would subsidl{ By the 4'

mid-1920s as Argentine export markets recovered49.

Infrastructure

The differences between Argentina-and Canada with regards to infrastructure and
government policy are reflected in the path to economic development each country elected to
follow. Political stability and external dependency also factor into this discussion:. Canada had clear
and consistent government pdlicy and inﬁastrucfure deveiopm_ent which recogniséd the importance

=

of export .markets to Canadian economic growth. Aﬁiculated through the National Policy, this
infrastructure and policy was developed to serve Canadian economic development.

In Argentina infrastructure aﬁd government policy responded to cleavages ‘between
primary and secondary sectors, and within the secondary sector itself. There was no National Policy
to articulate a consistent approach to Argenfine economic gro‘wth. Infrastructure served the export
to foreign marké‘th as well as the foreign owned processing industries. Government policy served
different economic groups at different times. There was no consistent vision of economic
development nor the infrastructure to serve this economic development.

The (emaining two aspects of the staple-led pattern of industrialization have been tied
togethgr. Both the massive debt that is incurred fo; heavy fixed capital charges such as
transpbrtation, as well as government involvement and policies designed to counter instability and

benefit staples production, would seemn to be linked to government involvement in the economy. At

least, this would seem to be the case with the open spaces countries.

“*pavid Témafin, The Argentine Labour Movement, 1930-1945: A
Study in the Origins of Peronism, (Albuquerque, 1985), pp. 3-
7 =
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The transportation infrastructure was developed in both countries to f_acilitatev the
‘ moyemént ;f staple products to port for expért overseas. In both Ar'genfina and Canada this
effectively meant the building of a vast rail network. Ownership and Iayolx‘t of these two réiIWays‘
are what effectively differentiate Argentina and Canada with respect to their transportation
infrastructures. Canada's railway linked the whole country in a straight line, and was in many ca;ses
the prime tool, or incentive, used to bring different provinces into the Confederation. This railway
was largely financed by Canadiz;ln mercantile interests with support from tﬁe government.

In the case of Argentina, the railway was laid out like the spokes of a wheel, with the hub
being Buenos Aires. Several rail lines emanated from Buenos Aires, but were not connected to each
other. In this fashion much of Fhe country was not linked with any region other than the District of

Buenos Aires. With regards to the ownership of railways in Argentina, Britain was the primary

*

source of finance to undertake such endeavours. Between 1881 and 1914 the amount of railway

track increased ten-fold from 3000 kilometres to 31,100 kilometres of railway track>0.

®

2
L

. . ’/ . .
The transportation infrastructures reflect the level of dependency upon foreign actors such
as Britain. In Argentina Britain owned and controlled this transportation infrastructure, leaving the

South American country more dependent upon foreign decisions.

Government Policy/Direction vis-a-vis Economic Development

[—\Qoa/emment intervention and policy with regards to economic development was more
apparent in Canada. Unlike Argentina, Canada developed a tariff policy designed to assist the

development and protection of Canadian in,dusrrk;n the area of staples production the government

became involved in wheat experimentation to impgrove the strains and productivity of wheat>|. The

°Ford, "British Investment 1880-1914", p. 14.

*lcarl Solberg, “Land Tenure and Land Settlement”, p.. 58
45 *



tariff pblicy was one of the key components of the National Policy, envisione;d by the‘MacDonald
adm;nistration and responsible for the early economic development of Canada. Other components
that are seen to be part of this National Policy are the Canadian Pacific Railway and Canadian
immigration policies, both serving the objective of populatipg the_ prairies and linking Briti;h
Columbia with Central Canada. Economic development is a component of erlfare State
development. The National Policy reflects a consistent stable vision of economic development that
was largely acce?ted and fo‘llowed by various govemment\s.

There was nothing approximately similar to the National Policy in Argeﬁtina. Carl Solberg
has argued that this is l;ecause of the different groups that dominated the two countriesd2.
Financiers and industrialists from Ontario and Quebec had a substantial amount of influence with
Prime Minister MacDonald. Combined with this influence was the support given to protectionism
and the relative weakness of the pro-free trade ;lgricultural producers o% the prairies. The result was
a taniff policy which basically forced US capital and indl;stry to establish branch plants if they
wanted to héve access to the Canadian market. This was a consistent and substantial tariff policy.

‘s In Argentina the landed elite dominated the political arena until the arrival of Juan Perén.
This elite was pro-free trade and faced no substalitial opposition from any of the other economic
groups. Prior to 1930 the industrial elite were weak, and were unable to obtain the support needed
from the working class to stand up to the landed elite and British foreign interests. The lack of any
substantial industry not directly tied to the .landed elite is partly responsible for this. Furthermore.
the landed elite had political dominance until 1916, when the Radicals came to power. This middle-
class party did not proceed to open up the system further to include the working class at this time.
No signiﬁ,é:Int bonds we;e developgd between the relatively unorganized groups. The only tariff

n

structure was a relatively small one, designed merely to provide revenue to the government, and not

>2carl Solberg, The Prairies and the Pampas, pp. 11-12
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o
to keep foreign industrial goods out of the country. Solberg argued that it was because‘of the
é:;;s{tence of a tariff, as well as Canada's close proximity to the US, and a more substantial resource 7
base, that Canada was z;ble to develop industrially more rapidly than Argentina3. '

Thé key points with regards to infrastructure and government policy vis-a-vis Welfare,
Statg development relate to the approach taken towards e?onomic development. Argentine
infrastructure and government policy was reactive in nature, often initiated by direct foreigh
investment, and inconsistent across different governments. There does not appear to have been
significant ‘planning in these areas. In Canada, infrastructure. an(} government policy was Ie;s
rea.ctive. There was a broad National Policy followed by successive governments regardless of
politic?al stripes, and which formed the basis of much in the way of infrastructure and
trade/econovmic policy.

What resulted in Canada was a more stable economic development which is an important
prerequisite of stabrle Welfare State development. This is also contingent upen less foreign control
and external dependency, as well as a higher level of political stability. The National Policy-appears:
to have reﬂecti:d those factors, remaining consistent over time, and being designed with Canadian

=

economic development in mind.

Socio-p(gitical Dysfunction: The Roots of Divergence ° ‘

All of this data provides us with several economic indicators and figures which place
Argentina anfi Canada in a similar light before 1930, as well as more systemic items like. state
economic development policy, which differentiate the two countries. What this does not take in}vto
account are the qualitative, non-economic circumstances of these two countries prior to 1930. The

level of foreign control and ownership in Argentina, as well as the lack of a unified vision vis-a-vis

>3carl Solberg, The Prairies and the Pampas, pp. 45-46
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economic development, foreshadows the political and economic difficulties Argentina would have

after 1930.
There may in fact be surface similarities between the two countries in these regards as well.
Both appear to be stable liberal democracies in the extended period leading up to 1930, although, as

stated earlier, Argentina's democracy was quite limited. Both countries appear to contain a growing

and substantial middle class. Both countries are home to a large immigrant population, constituting

part of the transplanted peoples that make up and define both countries. Finally, in effectively
removing and/or marginalizing any and all aboriginal .populations, both countries, it seems, did not

have to overcome the barrier of an anti-capitalist traditional society.

-

Before proceeding, some remarks should be made with regards to the political arena in
each country ;Jp until 1930. What we mean by stabl¢ liberal democracies, is that both countries
experienced a prolgn/ged period in which there was a regular transferral of power through
democratic electoral processes. Beyond this, however, there were differences between the two

countries. Suffrage and the electoral process were somewhat limited in both countries, but

subsfantially more so in Argentina prior to the Saenz Pena electoral legislation of 1912. Prior to the

e

Saenz Pena act there was no secret ballot in elections, and suffrage was limited to male property

=

owners. This essentially gave the landed elite a free hand in choosing the government. The Saenz

Pena act, in addition to instituting the secret ballot, opened up suffrage to much of the middle class.

These rather autheritarian limitations (pre-Saenz Pena act) had effectively allowed the

~ .

¥

Conservatives to hold power until the elections of 1916. After this time the UCR Radicals took

,
-

control and would not relinquish it-until 1930 when they Were overthrown by a military coup.

The Radicals, led by Hip(’)liid Yrigoyen, were popular with the gr_bwing middle classes and

won the elections in 1916, 1922, and 1928. The UCR did r;ot challénge. the wealth, status, and

. E 418 s -
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power of the landed elite but rather served as a vehicle to facilitate the middle classes emulating tHe » ,
landed elite54. The military, at the urging of the landed elite, overthrew ihe Radicals m 1930 wheén
the Depression struck and “Radical control over the protesting masses weakened,...”>5. The “UCR‘
appealed to the growing middle class and would arguably have remained in power for mucﬁ loh&er
were it not for the intervention of the rhilitary in 1930.

In Canada there was a more freguent transfer of power betwe?n the major parties, thé
Liberals and the Conservatives. Both the Conservatives and the Liberals were fairly similar in focus |

and approach. They were pragmatic parties with broad bases of support in the corporate comrﬁunity

“and the middle classes. Their policies were supportive of business/corporate interests. The National

Policy had been a Conservative initiative under Prime Minister Joha A. MacDonald, but had been
carried on by subse;]uent Liberal and Conservative administrations. WartirAne alliances, as well as
the results of pragmatism and. brokerage politics, had dictated that these two major partie;s were
similar in many ways.

Both the Liberals and the Conservatives are pragmatic parties that have §f)ught to lead by
gathering as much support from across cjass lines. They both had support from the commercial-
mercantile elite in Toronto and Montreal. With Prime Minister Wilfrid Laurier (1896-1911) the
Liberals began to establish their ongoing dominance in Quebec. This would allow them to dominate
the Federal political scene.

Carl Solberg notes that much of the more substantial American investment in Canada,

relative to Argentina, may have been the result of a perception, held by US -industry, that Canada

5‘“’Gary Wynia, Argentina: Illusions and Realities (New York,

1986), pp. 39-40. The Socieded Rural Argentina (SRA) w the
most important social organization of the landed elitggﬁzst.
1866). See also José Luis de Imaz, Los Que Mandan (Those Who

‘Rule),trans. Carlos A. Astiz (Albany, New York, 1970).

>Gary Wynia, Argentina: Illusions and Realities, p 40.
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was more politically stable than Argentinad6. This, indeed, would seem to be born out by the
political picture of Argentina in 1930. Canada’s political system was mere conducive to*po!‘iti(:al
stability. No one party or political/economic actor created the‘rdlg:é and policy which the other .

parties were to follow under duress. Neither party in Canada had the favour of the military in order

=

[

to stage the removal of a ruling party. ‘ <

PRECONDITIONS OF EXTERNAL DEPENDENCY AND POLITICAL STABILITY

1

What these surface similarities seem to cover are differences that have great bearing in
terms of not only social and political consequence, but economic consequence as well. Prior to
1930 there aré several qualitat;ive differences between Argentina and Canada, ‘which we shall
attempt to discuss. Within th}is', however, there are two keyv di;‘ferences, or patterns of difference,
~ that seem to emerge in this period. Each contributes in some way to our twe themes of external
dependency and political ‘instability/stability.

- The first key erea of difference is with regards to foreign investment and ownership. While
on paper both countries seem to have been host to a high level of foreign investment in the period :
before 1930, there are qualitative differences relating to the type of investment, as well as the
relationships between domestic elite, govemm[ent, and the sources of foreign investment. These
relationships serve as building blocks towards a funéamentally different definition of external
dependency in the period after 1930 (to be discussed in chapter 3).

Immigration and their settlement in these "new countries" form the basis for the second key
area of differences. There are qualitative differences in the make-up of the immigration to Canada

and Argentina. The policies of Argentina and Canada, in receiving these immigrants, were also

different. This difference is also reflected in the reaction of the existing population to these new

*fcarl Solberg, The Prairies and the Pampas, p. 38
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waves of immigration. Finally, Argentina and Canada exhibited different patterns. of land -
settlement before 1930. This is, in part, a reflection of the status of the land in the two countries at
the time of arrival of the immigratiprl. These issues of difference play a contributing rolé in the
levelg of political smbility achieved by the two countries after 1930. Immigration in Canada was
seen as long term degelopment. lmmigrants were given land and encourage;l to bécome citizens.
Tﬁey formed communities which were eventually included in the~pol}tical process. This contrasts
with Argentina, where immigration was for the 'purpose of short term labour on the estates of the
landed elite. Immigrants were not encpuraged to become citizens and were not given land. As
short-term renters they did nbt form communities and w&! e_xcluded from the political process. We
will elaborate on this point in the following chapter37.
Fdl:eign Investment/Ownership

A pict‘ure needs to be drawn showing the extent of foréign involvement in the economies of
Argentina and Canada. Between 1910 and 1927 it is estimated that foreign capital in Argentina
increased by 60 per cent. Of this ;oreign capital invested, around 60 pef cent was,from Great
Britain38. The US was at first an insignificant investor. Its investment of foreign capital would

grow to 15 per cent in 1927, and 20 per cent by 193139, To get another perspective on the weight

of foreign involvement in Argentina, one only needs to look at the levels of capital accumulation in

£

'Carlos Waisman discusses the make-up of immigration and how
it differs from typical New Countries like Canada in Rewersal
of Development. Carl Solberg looks at the patterns of land
settlement in Canada and Argentina in The Prairies and the
Pampas. Both sources also look at the general integration of
immigrants into each country.

®paul H. Lewis, The Crisis of Argentine Capitalism. p. 42.

°paul H. Lewis, The Crisis of Argentine Capitalism. p. 42.
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Argentina. Between the turn of the century and 1929, foreign capital as percentage of total ;:apitél .
Vi : ‘ ' v ' ’ : : Co

accumulation ranged between one-third and one—half of it60.

-

In terms of actual foreign industrial establishments in A;gentina, prior to 1920 fodd

’processing and beverages aécounteq for nearly half of all foreign-owned principal establishments.
After 1920 foreign invgstment moved into more technologically intensive areas. This is reflected in
the growing number of principal foreign establishments in the chemical and electrical sectors®1. ~ .
Yét another trend which reflects tile importam;e of éfo‘reign‘ indust1;y is the growth of
investment imports-in Argentina. At the turn of the century investment imports made up less than.
one-third of total import values into Argentina (consumption imports making up the rest). By 1914
investment imports made up more than half éf total import values. Extrapolating frorn other data» it
would seem }hat investment imports increased to more than 60 per cent of total import values by
1930. Of these investment imports it appears that two-thirds were in the form of raw materials and
semi-finished goods, the other third being ih thé form of capitalngoods&. -
The picture drawa is one 6f Argentina industrializing thr(')ugh the use of foreign technolbgy
and foreign raw materials, especiaﬁy consideriﬁg that imports made up more than 50 per cent of

total consumption on the eve of the Depressionf3. From all of this several conclusions can be

drawn. For Argentina, the US proved to be more of a source of investment imports than a market

F
o

¥

®*paul H. Lewis, The Crisis of Argentine Capitalism. p. 49.

Slysabel Rennie, The Argentine Republic. p._11.
®2colin Lewis, "Anglo-Argentine Trade". p. 1l6.
®colin Lewis, "Anglo-Argentine Trade". p. 116.
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for Argentine exports. This would be a source of trade imb_alaﬁée, for Argeﬁti‘na. Afgentina‘S léék' of .
natural rgsduré:es for éuch ISI endeavéurs neéessitated such investment impon$64.~:

~ . First, however, these numbers must be qualified m relationr to the Vforeig\n investlﬁeht boom
that Canada was having duriﬁg the same time. Specificall;/, aﬁ'er. 1914 there w:s a rapid level of - |
growth in.US foreign investment, far outstfipping the level of growth of US foreign investment in
Argentinaé5. In response to this relative lack of foreign investmeﬁt, Argéniin'a appears to have
turned inwards with ISI; This would seem to be supported by the increase in investment imports.

-

W}?at is the significz;nce of this relationship w}th the U.S. vis-a-vis our thesis’ arguments?
- : -

The ;1ature of Argentina’s trade relationship with the U.S. made it highly dependent upon the
actions of the U.S. Argentina’s industrialization rested upon impoﬁing the industrial goods which
would be inputs into this process. The U.S. did not have a corresponding*need for Argentine goods
and therefore there was a trade imbalance. This relationship \;/ould'ﬁave‘a much more significant
impact upon Argentine political stability after WWII. The US denied Juan Per6n the industrial
inputs h; required to carry out heavy industrialization, oﬁe of his economic development goals.
This was done for several reasons. The U.S. did not épb;ove of Per6n as President, the U.S. felt a
more industrialized Argentina would threatén American hegemony in the region, ar;d these
industrial inputs were to go towards the rebuilding of Britain.

The American relationship with Canadé vis-a-vis foreign investment did not have the same
impact. American corporations sought to invest in Canada as a way to profit within the parameters

- of the National Policy. This was an investment relationship rather than a situation of trade

dependency. There was not the same trade imbalance between Canada and the U.S., which could

“For %ore discussion on foreign investment in Argentina and
Argentine foreign policy towards trade and investment see
Alberto Conil Paz and Gustavo Ferrari, Argentina’s Foreign
Policy, 1930-1962 (Notre Dame, 1966) B

®>Carl Solberg, The Prairies and the Pampas, p. 38
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cause a situation of dependency like thzit in Argentina. Canada’s path to ecoriomie,deve,lopm,e,nt;,

and out of this, Welfare State development, preceded this foreign investment by the U.S. This was -

-
=

not the case in Argentina. . - ' B
ARGENTINE INDUSTRIALIZATION
The US was the primary source of ' technology and cap‘)ital' goods for Argéginéa’s
industrializétion. This is reflected in the féct that in the ﬁfteen years immédiately prior to 19,50 the
US was the single biggest source of all Argentine imports. This._is at the same time that the United
'KingQOm wa;s the biggest export market for Argentina. The US accounted for a relétively»small
portion c;f Argentine exports, resulting in a balance of payments favourable to the US. (Anglo-
Argentine relations would be straingd after 1930 because of the unfavourable trade balance between
_Britain and Argentina; the balance of payments favoured Argentina66).~ This ’triangle witﬁ
Argentina, Britain, and the U.S. would be disad&antageous to Argentina, as evidenced by the Roca-
Runciman agree}nent in the 1930s and the post-WWII trade pressures by the U.S. Argenfina was
dependent upon Britain to import foodstuffs from the River Plate, but had no need for British
exports, preferring, rather, to import goods from the U.S., who themselves had no need for
Argentine goods. The result is that Britain pressured Argentina to import more goods from B;itain
in order to reach trade parity (Roca-Runciman). After WWII, Argentina had to import unneeded
consumer goods from Britain rzzther than the in'dusfrial inputs required to develop heavy industry,
because the British pound was made inconvertible into U.S. dollars.

The second pbim to be drawn is that Argentina's relative lack of natural resources, aside

from agricultural resources, was becoming more apparent as the process of industrialization

66Roger Gravil, “Anglo-U.S. Trade Rivalry in Argentina and
the D’Abernon Mission of 1929” in David Rock, ed. Argentina
in the Twentieth Century, p. 52.
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‘occurred. Thle is something that would again, be problelnatlc after 1930 as Argentma elnbarked on :
the ISI path67. Afier 1914, when the slow-down in forelgn mvestment began, Argentma sought to
remedy the potentlal trade imbalance by estabhshmg a domestlc consumer goods mdustry

Argentina did not possess the mineral resources or the capital goods industries needed to ‘effecti\;ely

establlsh consumer goods industries and, therefore, was forced to lmport much of their production

“inputs from the US.

In tefms of the foreign investment that existed in Canada and Argentina there are important
differences. These differences are clearly present prior to 1914, when US investment took off in
Canada, end Argentina embarked on its first wave of lél. The lack of an entrepreneurial elite in
Argentina is a factor that, when combined with the economic circumstances of the )country, at least
' pértially e){plai‘ns why ‘there was a higher level of foreign control over Argentina's economy than
was the case in Canadaﬁ. It should be noted that the Canadian entrepreneurial elite was limited
primarily -to the banking and finance sectors of the ecenomy. There was no significant
entrepreneurial elite in the manufacturing sector. This was left primarily to foreign interests vis-a-
vis branch plants. There was not necessarily more foreign investment or ownership in- Argentina as
compared to Canada; in fact, the contrary may be the case. Rather, the foreign invesnnent in
Argentina allowed more control to the investors because of the type of investment as well as the
location of investment.

This is specifically apparent with regards to British foreign investment. There was

apparently more acquiescence to Canadian entrepreneurship than to Argentine entrepreneurship.

?
»

®’'With the effects of the world Depression Argentina found

itself turning to import substitution industrialization to

obtain consumer goods for the domestic market. This was

similar to the post WWI period, when it was also difficult

to Import consumer goods. '
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Portfolio investment, stock in Canadian-managed business in the case of Canada, was the primary |

source of British investment in Canada. By comparison, most of the British investrnerrt in
Argentina was of the direct variant: establishing industry, or purchasing existing ihduStry,‘ and‘-

managing it from London8.

It is not being argued that Argentina did not have an entrepreneurial segmenf of population; -
there was an entrepreneurial segmerrt. However, this segment did not possess the pdwer to
overcome the Argentine landed elite. The key differences between' Argentina and Canada with
regards to entrepreneurial segments is that Canada’s entrepreneurial elite, in the finance and
banking sectors, had real rpower. Argentina’s entrepreneurial elite ywere powerless relative to the
landed elites. The significance of this to the thesis is simply that, in Ar‘ge.ntina, foreign intereets and
investment were given more control over things like infrastructure and manufacturiné.n In Canada
the existence of a powerful entrepreneurial elite in the finance and banking sectors resulted in the |
development of infrastructure and secondary production that served as a mode.lv of Canadian
economic development.

This was not the case in Argentina where the powerful economic groups were the landed
elite. This landed elite controlled much of the ’political power base of Argentina prior to 1930, and
Were not specifically entrepreneurial irr outlook. This would rerrrain true until the popular sectors

(organized labour, domestic industry, and the integral nationalist segments of the military)

overthrew the landed oligarchy in 194369,

¢
/

- During the early war era, the conservative Argegtine landed oligarchy, still in control of the
' Argentine government, had stifled serious study of mineral deposits for fear that the

discovery of coal and iron in quantity would make heavy industry inevitable and thus end

the political predominance of the Argentine landowning class. For essentially the same

®Carl Solberg, The Prairies and the Pampas, p. 38

®Marvin Goldwért, Democracy, Militarism, and Nationalism in
Argentina, 1930-1966: An Interpretation (Austin, 1972), pp.
Xvii-xviii
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re?fsons the landowner govemment had scuttled the wartime Pinedo Plan for planned

Y industrialization, fearing that it would result in a lessened dependence on agnculture and = -

forelgn trade7O

Rgt{ner than financing the, development of linkages to staple production such.as meat-
packing plants, ;)r the sociz;l overhead capi;al’ such as a rail transportati‘o:ni'network, the landed elite
were content to extract the rentg from their land (rents meaning the agro-pecuarian goods grown or
raisgdt on the land, such as cattle or wheat). They left most of the% financing énd building of rail
networks and processing plarits to Brit%sh foreign investm?nt. . |

The result Qf this i; that there was a qan§mmtion- network dgsigned to Tserve the interests
of the British meat-packing plants and the British market that yvould receive those meat exports. |
The transportation network did not link up the nation, but rather fed into the port at Buenos Aires
for export overseas. Foreign interefts,: in ’gwning much of the food processing industry, controlled
much of the early Argentinev secondary industry. ﬁe exodus of interest payments and divlidenc.is out
of Argentina to the United Kingdom reflects this7 1. All this runs somewhat counter to the notion

that a strong entrepreneurial element is needed in the open spaces society if it is to achieve

economic take-off 72,

®David Green, The Containment of Latin America: A History
of the Myths and Realities of the Good Neighbor Pollcy
(Chlcago, 1971), p.240

Roger Gravil, “Anglo-U.S. Trade Rivalry in Argentina..”, p.
52.

W W Rostow, The Stages, of Economic Growth: a non-Communist
Manifesto. (London, 1960), p. 48. Rostow argued that economic
take-off is the 1indicator for industrialization in the
economic development of new countries like Canada and
Argentina. It 1is the stage of development where.a country
possess the resources (human, financial, natural)to-undertake
major industrialization. The mindset of the society must be
entrepreneurial There should be no inhibiting factors such as
pre-capitalist cultures that would inhibit the goals and
objectives of the entrepreneurial elite.
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CANADIAN INDUSTRIALIZATION

This is not to say that Canada was free of foreign control prior to 1930; such a statement =~

would not be true. Canada experienced the same sort Qf trade triangle as Argentina, whereby it had
a trade surplus v;/ith Britain, countered by* artrade deficit with the U.S. This was for much the same
reason as Argentina, Canada exported foodstuffs fo Britain, but the manufactured imports it desired
came from the U.S.rrather than Britain. Canada, like Aréentina, was also highly vulnerable to the

- r
fluctuations in the international .economy, due to its high degree of dependence upon trade and

-foreign markets.

Canada also experienced much of its early industrialization as- a by-product of the
exploitation of its abundant resources. The processing of these natural resources into semi-finished

food products and lumber was the basis for early rﬁanufécturing operations, and it would continue

" to be the basis as more Canadian natural resources were tapped into, such as minerals, fuels, and

hydro-electricity. This reflected a high degree of dependence upon Caﬁadian Staples. Like
Argentina, it could be argued thatACanadian industrialization had fallen ir;to a staples trap whereby
the economic powers were content to focus on exploiting the primary products which made up the
bulk of their export market. This eprrt mentality was not conducive to a more broadly established
national industrialization73. This was similar to the Argentine dependence upon the export of agro-
pecuarian products. |

However, what Canada did have was a\strong mercantile elite. This mercantile glite had

established itself throuéh the trade of Canadian staple resources. This elite developed by being the

middle man between those who obtained the staple proaélcg;and the foreign markets who sought

-

- &
o 9

Y

.3 Bradford and Williams, “Wk{at Went Wrong?..”, pp. 58-62

58

o




these resources. This elite established itself in the major centres of Toronto and Montreal, building -

a substantial banking nucleus which formed.the core of Canada's economic activities. -

While this mercantile elite was not necessarily entrepreneurial itself, it possessed the

finances to undertake the building of a rail network, as well as the establishment of secondary

industry in central C%nada. This elite also apparehtly had the support of British foreign investors

F

who were largely content to leave the management of their portfolio investments to this Canadian
» . -

elite. The result was a transportation network that linked the country, and an industrial base that

P

was largely controlled, if not owned, by this Canadian financial elite. K ‘

Like Argentina, Britain was the biggest source of foreign investment in Canada for much

of the period before 1930. Just prior to World War I, Britain accounted for 58 per cent of the 3.8

billion dollars in foreign capital estimated to be in Canada. In Argentina, Britain accounted for 71
per cent of the 3.1 billion in foreign capital invested in Argentina74. British investment in Canada

took the form of indirect portfolio investment, leaving much of the actual control of Canadian

-~ industry in Canadian hands. This is of course different from the situation of Argentina, in which the

British had much more direct control over industry75. This direct control affected the economic
devélopment of Argentina. Greater dependency upon this. foreign control contributed to less
stability and consistency within the development of the Welfare State after 1930. The Welfare State
in Argentina was not compatible with these British economic interests or the Argentine landed elite

-

who worked with. them.

©

The US would not overtake Britain as the biggest single investor in Canada until 192576,

"“Roberto Cortés Conde, “Some Notes on the Industrial
Development..”, p. 155
SCarl Solberg, The Prairies and the Pampas, p. 38

'®Carl Solberg, The Prairies and the Pampas, p. 37.
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Foreign investment grew by 71 per cent betWeen 1914 aod 1931 ‘(C.anavdei), r'm Afgootioa if o
rose by only 15 per cent...due mainly to the United States which contributed 63 per cent of
all foreign investment, while in Argentina it accounted for only 19 per oen177 :
The US investment that became dominant in Canada was of a more direct natoro, notably
branch plants and export-oriented industries involved in the processing of raw goods, such as
_newsprint and minerals. As we have mentioned earlier, the lack of an equivalent influx of capital
into Argentinavmay partially be responsible for the movement towards the import substituting E
industry which was géared to the domestic market. Bfanch'plants were a big part of Canadian
industry. These American branch plants imparted a higher degree of dependence and vulnerability
upon Canadian secondary manufacture. Often tl;ese Canadian operations were fully controlled and
directed by the.American head office, with little or no Canadian input. This tied .secondary
manufacture in Canada to the market ldynamics’, operating within the U.S. This dependence upon the
highs and lows of the American parent operations did not allow this industry to be flexible and
responsive towards Canadian economic development planning. With regards to indust_rial_
development it seems much was tied up with the fortunes of this continental partnership.  ©
This was- not the case in ‘Argentina. Import Substitution Industrialization in Argentina
occurred to develop the consumer goods industries to serve the needs of its population. Unlike
branch plant industry in.Canada, ISI did not develop a stable long-term ‘rfelationship.with either the
landed elite, or the competitive processing industries, who were at odds with lS.‘l.A This made it
difficult on economic development and Welfare State development in Argentina, of wh}ch ISt was

a part. Long-term planning was difficult with the inconsistent i'uling administrations and power

groups.

/

""Roberto Cortés Conde, “Some Notes on the Irrdustrial
Development..”, p. 155.
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Patterns of Immigration and Settlement
The objective of both Argentina and Canada was to.ibring in immigration that could help |
- alleviate the labour shortage endemic to open spaces countries, particularly in agricultural
production. Different policies on immigration, as well as a différent status of Iénd upon the arrival -
of immigration, have dictated a fundamentally different process of land settlement in Canada and
Argent'ina. To put it succinétly, the difference is based on a policy of inclusion in the case of
Canada, versus a policy of exclusion in the case of Argentina. The policy of inclusion in Canada
fgcilitated political stability as these immigrants formed a substantial portion of Canada’s growing
middle class. In Argentina, the policy of exclusion of immigration from the political process led to
k4
problems of political stability. Immigration formed a large portion of the middle classes which
would challenge the landed ’elite for political power after the Sienz Pena act in 1912. Land
settlement patterns also affected the levels of agricultqral growth and development. Immigrants to
th.e Canadian prairies were given land and Fhis led to a healthier development of land settlement '
and, consequently, higher long term productivity’8. lmmigrat.ion in Argentina was often for, the
purpose of short term labour on the lands of the elite. This, as we shall argue, was not as conducive

to growth and development.

ARGENTINA: RENTERS
In the case of Argentina, most of the usable agricultural land had already been granted

when the bulk of immigration arrived. There was a pre-existing landed elite, almost an aristocracy

8Carl Solberg, The Prairies and the Pampas, pp. 29-32.
Solberg does not actually discuss the concept of inclusion
but Canadian policies for the integration of immigration are
consistent with Carlos Waisman's definition of inclusion in
Modernization and the Working Class.
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- of tand owners, who were granted most of the wealth of Argentine land by_'A[gentine political =~

leédershlip. through Argentine history. The Spanish crown, Juan Manuel de Re*sr'z_tsr,d‘anq Genera'} f_tglie o

B

A. Roca were three main sources of land grants. In the 1830s Juan Manuel de Rosas' ;th‘e 'Bdwerful Lk

¢ o ¢

caudillo who controlled the cpuntry for nearly 25 years “opened vast temtorles for settlement at“'

‘ the expense of the Indlarr population. »79 By 1879 General Roca ﬁmshed the process of openmg up S
/ S

territories at the expense of the abongmal populatlons.80 The-bulk of lmmlg’ratIOn that ar:iyed in

Argentina after 1900 wete left to their own devices in obtainirfg_land to pr_odgee agricultural goods. -

*

-

' The result of this is that much of the immigration that worked the lands, did so as short

term renters. We mentioned earlier that up to two-thirds of ‘farmers,on the pampas W:ere either
renters or sharecr()'ppers8 I These renters usually had only short-term contracts, and so they did not

real‘ly have any attachment to the land they were ?vorkingsz, The results of this were higher levels
of land exploitation, as well as a lack of a sense of commumty amongst the farmers. The higher
levels of land exploitation led to lower yields in the long run as the quality of the soil was run
down. The lack of community amongst the farmers preventeti the pooling of knowledge and
technology which would have assisted productivify83. ‘
CANADA: OWNERS AND COOPERATIVE COMMUNITIES =«

What then was the situation in Canada? Like Argentina, Canada promoted the ‘inﬂux of

immigrants to work in agricultural production and on the railways. The bulk of this agricultural

immigration was in the last decade of the 19th century and the first fifteen years of the 20th century.

®Juan E. Corradi, The Fitful Republic: Economy, Society,
and Politics in Argentina (Boulder, Colorado, 1985), p. 15
"“Juan E. Corradi, p. 15 _ _

icarl Solberg, "Land Tenure and Land Settlement". p. 56.

82Carl Solberg, “Land Tenure and Land Settlement”, p. 64
83carl Solberg, "Land Tenure and Land Settlement", pp. 65-66
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2

Frpm here the similarities end. Canada had much more corﬁprehensive objectives for bringing the
immigrants to the land. The prair.ies were vast open plains and the government wz;nted to link up
British‘ Columbia and Central Canada. The Wilfrid Laurie; government (1296-191‘1) worked at
tying the immigrants to the prairies through land-grants. This was the baéis of John A. MacDonald’s
Homestead Policy84. In 1911, at the end of Sir Wilfrid Laurier's term as Prime Minister, nearly 90
per cent of farmers owx;ed,,their ;and85. | | | |

This had two obvious™ results that, |n the long teﬁh, ran counter to the situation in
‘Argentina. Because those who wo;ked the land in Canada also owned it, there was less exploitation
of the land; the farmers were on the land forr longer than a few years, as was the case in A;gentina.

-

This resulted in productivity that held up in the long run. The second result followed from the first.

. oY :
By owning the land and thus staying for an extended period, a sense of community developed
amongSt the farmers in Canada. Ouf of this sense of community co-opergtives developed, along
with wheat pools. This pooling of minds and resources resulted in gr’eater"(access to technology.
" This in tum led to greater levels of productivity86. These communities were a part of the [;olitical ‘
process, and this contributed to po]itical stability. They fosteéred political parties which compete(‘i

openly within the political proggss. More often, they supported the existing Conservative and

Liberal parties which the economic elite in central Canada also supported87.

84carl Sol'berg, "Land Tehure and Land Settlement", p. 55
8carl Solberg, "Land Tenure and Land Settlement". p. 56.

%€carl Solberg, "Land Tenure and Land Settlement", pp. 58-59
®’For more discussion on the settlement of the prairies and
the pampas see C.A. Dawson and Eva R. Younge, Pioneering in
the Prairie Provinces: The Social Side of the Settlement
Process (Toronto, 1940)and James R. Scobie, Revolution on
the Pampas: A Social History of Argentine Wheat, 1860-1910
(Austin, 1964) '
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Responses to Immigration
ARGENTINE EXCLUSION OF IMM]GRATION )
What about immigration in and of itself? The exclusionary political tradition in Argéntina
translated into a rural population, which as we know did not form a community. This in itself
prevented the rural political mobilization that could have led to agrarian reform. This rural situation
of exclusion is itself rooted ih a socio-political pattern of exclusion of immigrants from the point of
arrival. | -
What factors contributed to this pattern of exclusion? Three points come to mind. First,
there was a high ratio of imniigrants as compared to existing population; this is the case in most
open spaces countries, but especially so in Argentina. In 1914 immigrants madé up 30 per cent of
the population88. Second, there was‘:a geographic and social concentrati;)n ‘of these immigrants.
Most of the immigration was in Buenos Aires ‘district and provincé, and also in other prosperous
provinces. These immigrants began to form the rural and urban middle clas;es, as well as part of
industrial labour. Finally, most of these immigrants were of non-Hispanic Qrigins. One-half u;ere
Italian and only one-third were Spanish. "l;he cumulative effect of this was a belief amongst the elite
that these immigrants were an immoral, ambitious group that was perceived as a-threat to- their
wealth and Hcontrolsg.The incompatibility between the landed elite and the ‘middle classes and
labour, led to a political arena in which there was no common ground. The political process led to
;;arties which were unacceptable to either the landed elite or the middle classes and labour. This

eventually led to non-democratic means in the transfer of power, as it can be seen in the military

coup of 1930 in whith the landed elite regained political power.
b

¥8carlos Waisman, ‘Reversal of Development, p. 55

89Calﬂ:los Waisman, Reversal of Development. pp. 41-43
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Urban and social unrest were also blamed on immigration. Immigrants became &e s
- scapegoats of a nationalistic reaction that was sparked by the fears of the C_riolio glite. Fears of
cultural changes were cited as a reason for the nationalistic reaction?0. This argument is supported
by the more romantic image of Europeanization held by the elite prior to the influx of immigration.
They felt that immigrants from northern Europe would blend and give a more urbane feel té
Argentina®l. More logically, the reactionv was likely sparked by the elite's fears of a challenge to
the;ir hold on power; immigrants were moving rapidly i;1to the ranks of the middle class and
threatened the elite's rule. This new middle class had its base of power not in the ownership of land,
as with the traditional -elite, but rather‘ in thé industrial and commercial developments Qwithin

-
Buenos Aires and other major urban centres. Their economic goals and development were not

specifically compatible with those of the landed elite. .

What were some of the results of this pattern of exclusion? Most naotable is that the
immigrants into Argentina were not encouraged to obtain citizenship; many planned on staying
only a short time to make some money which they would then take back with them to their h(;me

country. (We already know the pattern of immigrant land settlement in Argentina; the short term

leases seem to correspond to the short term stays of many immigrants to Argentina in this period).

CANADIAN INCLUSION OF AGRARIAN IMMIGRATION -
In the case of Canada, from what we have discussed already, we know that inclusion of the

immigrants was the predominant pattern, at least with regards to land settlement. Canadian

s

®The nationalistic reaction spoken of refers to the desire
of the criollo landed elite (native born) to limit the
citizenship and political rights of these waves of
immigration into Argentina.

lcarlos Waisman, Reversal of Development, p. 39

65 . g




citizenship was encouraged throﬁgh the land granté, among other features. The whOlev’igclusiona'ry
pattern resulted in rural communif; development, which in turn led to rural politiéal;mobilizati‘on; :
various fzirm;:rs' parties, the‘ Progressives, and the Co-operative Commonwealth Federation (CCF)
being cases in point. In summation, the agrarian sector in Canada was far more dynamic than-that
of Argentina. 2 -

| 'All of this is not to say that immigrants were openly and indiscriminately welcomed by all

4 ,

segments of Cénadian society. Canada sought out immigrants that were perceived as docile and
hard-working, for the railways and the prairiesf To these ends Canada encouraged‘im'migration
from nonh-ea§tem Europe. If was felt that these “vigorous northern races™ would fit better into the
Canadian lifestyle than Europeans from more so'uthem regions92. Canada disg:ourage;i some
.elements of Britvishvimrﬁig'ratibn out of fears that they would incitc:e labour unrest. Another example
of Canada’s less than perfect treatment of immigrants ’can be seen during WWI. Immigrants from
countries seen as hostile to Canada were denied certain rights, such as voting rights, and mobility
rights93.'However, all in all Canada was much more inc:lusionary with regards to immigration than

Argentina. This inclusionary policy would be extended to labour relations, as we shall see

subsequently.

*ponald Avery, European Immigrant Workers and Labour
Radicalism in Canada, 1896-1932 (Toronto, 1979), pp. 40-41
**Donald Avery, p. 66
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- . 3 :-DIVERGENT DIRECTIONS SINCE 1930 -

RESPONSES TO POLITICO-ECONOMIC ST]MﬁLI ‘

Why 1930 as the Break Point?

1930 was a natural break in the fortunes of Argentina and _Canada, for two reasons. First,
1930 marked the first military coup in Argentina in over 70 years. During that past sevemy years
Argentina had experienced relative ' political stability under a limited, highly circumscribed
democracy. This is similar to Canada, which had experienced the 'reglilar democratic trapsition of
power since Confederation in 1867. In terms of comparing political stability, this is an important
date in noting the divergence between the two countries. Second, 1930 marked the onset of an
economic depression that would have its effects felt throughout the world, specifically

-

industrialized Europe and North America. The effects of this deffession upon trade were important,

especially to trade dependent countries such as Canada and Ar@tina. For Canada this was the first -

major economic-social downturn since Confederation and the inception of John A. MacDonald's

National Policy in 18791.

The military coup in Argentina was not unforeseen; there were some elements of
foreshadowing. Fourteen years of Radical gpvemmeﬁt (1916-1930) had caused increasing friction
with the landed»elite, as well as with the armed forces. In search of revenues, Yrigoyen had set up
tariffs on certain imports. Britain reacted unfavourably to this and the landed elite supported Britain
(“Buy from those who buy from us”)2. The Conservative oligarchy, who had regained power

through the political alliance called Concordancia in the 1930s, wanted to move away from some of

the protectionist measures Yrigoyen had established, thereby achieving a greater level of trade
‘ _ £

=

-

'Carl Solberg, The Prairies and tl’fefampas, pp. 9-15
‘ .
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‘, parity with Britaih. The onset of the Great Depression in 1929 overwhelmed the Rﬁd’ical |
government, leaving it open fo a rmilitary coup. Prior to vl'916, the landed elite had run the coun"tryr . |
for more than a half century3.

The second factor was the-onset of the Depression. For Canada, this economic downtﬁm
precipitated the seco;ld Natioﬁal Policy. This policy w;s the driving force behind the Canadi:an
Welfare Sfate. (We will go into more detail around this secoﬁd National Policy in the next chapter).
In Argentina’s case, the Depression; caused an ecoﬁomic downturn that, as we have mentioned '
previously, precipitated the military cqup tha; ';emoved the Radicals from office. Canada and
Argentina were countries intimately d’ to the international marketplace and., subsequently, the
international economy. Because of the importance of trade to their economies, both Canada and
Argentina would be affected by this international depression. The Roca-Runciman treaty between
Argentina and Britaiﬁ reflected -the pressures that could be brought to bear by external trading

. partners in times of economic depression. In the Roca-Runciman agreenieﬁt, Argentina gave
Britain various trade concessions in return for the maintenance of Britain as the main market for
Argentine agro-pecuarian exports.

The themes of inclusion and exclusion that were présent in chapter 2 can be extended to
much of the so;iai, economic, and political phenomena in the two countries after 19304. Much of
this can be tied to the evolution of the Welf?re State in both Canada and Argentina. In Canada, the

National Policy was embraced by all political parties, business, and labour as the new common

sense, having evolved out of the agreement between business, labour, and governinent..

2 paul H. Lewis, The Crisis of Argentine Capitalism, pw 84

>carl Solberg, The Prairies and the Pampas, pp. 17-21
‘Carlos Waisman, Modernization and the Working Class, pp. 15-
24
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In application it was much more difficult. R.B. Bennett tried to embrace this with his 6wn
“New Deal” similar to Roosevelt’s in the U.S: ThlS deal was to be Qa. wide-ra’nging' package
including, working legi;latiop, unemployment insurance, and sickness insurmée~ which wou]d
alleviate the <devastation of the Depression?. In reality the plan was not developed, and was wat;red i
down in many areas. Furthermore, Bennett’s attempt at creating a ﬁFederal Unemployment“
_ Insurance scheme with provincial funding was rejected by the provinces, who objected to Bennett
trying to impose this plan on them before giving them any deFails of what it ;ctually Would look
likeb. W.M. Mackenzie King (1935-1948) had a greater measure of success in introducing Welfare
State measures. ’

In Argentina, t;y contrast, there was a strong pattern of exclusion. Political parties were
excluded from running in elections (the UCR in the l‘930s and later on the Pe;énists after 1955),
interest groups were excluded from the policy-making process (see chapter 4). Economic policy

was rigidly based upon the economic theory, or model, followed by the economic minister of the

time. There was no consultation with other individuals and groups in drafting economic policy.

*

¥

How did political stability and external dependency affect Welfare State development in
Canada and Argentina after 1930? How and why did levels of extemél dependency and political
stability differ between Canada and Argentina? In order to respond to the former, we must first
address the latter question. éxtemql dependency has affected Welfare State development, or the
lack thereo'f, via two avenues: trade dependency and direct foreign investment. (Portfolio

investment is of peripheral importance, and therefore will not be dealt with in detail)?. Political

° John H. Thompéon and Allen .Seager, Canada 1922-1939: ﬁ%
Decades of Discord (Toronto, 1985), p. 262 =
© Thompson and Seager, Canada 1922-1939, p. 253
'Portfolio investment is indirect investment, vis-a-vis
purchase of stock in a company. This type of investment does
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stability, or the-lack of stability, was reflected in the continuity, or discontinuity, of Weifare State

evolution. Inclusion, exclusion, and co-optation played a significant role 8.

A i r
EXTERNAL DEPENDENCY

The more economic issue of external dependency will be dealt with first. In both Canada

: §
and Argentina investment and trading relations with other countries, such Britain and the US, had
s .

an impact upoh the political stability. As we have argued above, external dependency can be split

into two more specific variables, trade ﬂépendency on the one hand, and dependency based on

ownership/control of the means of production, or, as we shall.refer to it, direct foreign investment9.

-t

Portfolio investment, which does not entail control of the means of production, and therefore does

not necessarily indicate dependency, was the most common investment in Canada prior to 1930 10, .

N

' Direct investment, on the other hand, does entail actual control of the firm, and ‘therefore

results in a relgionship dependent upon the investor. Direct investment has taken some different
‘

forms in Argentina as well as Canada. The establishment of branch plants, and the purchase of

existing resource industries, were the most common forms of diregt investment in Canadall. In

- *
Argentina the most common form of direct investment was ownership of the transportation

not entail control, or management of the company, unlike
actually purchasing a company, including its hard capital,
which is direct investment. '
8Carlos Waisman, Modernization and the Working Class, pp. 15-
24 . Waisman disrusses Accommodation, Co-optation,
Polarization, and Exclusion. For the thesis Inclusion
(Accommodation), Exclusion, and Co-optation are the outcomes
that will be focused upon. :

’Ratil Prebisch, Change and Development: Latin America's Great
Task, pp. 49,55, 75-77

carl Solberg, The Prairies and the’Pampas, p. 37

lecarl Solberg, The Prairies and the Pampas, -pp. 45-46
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infrastructure, and ownership of industries irtvolved in the processing of agro-pecuarian productsi2,

In Canada, direct investment translated into incréased industrial facilities operating—withix;a tariff
strucfure and infrastructure designed by an activist state. In Argentina, direct investment wa.s; the
;infrastructure, designed and controlled by the foreign interests, with their own needs in mind. |
Branch plant industry in Canada was primarily an American response to the tariff wall that
existed to favour domestic industryl3. The;e initiatives were designed to jump the tariff wall.. The
exploitation of resources or some industrial capabilities of either Canada or Argentina was the
major incentive for direct investment. This was mosf commonly tied to exploitation of staples and -
resources, whether through link;ges as in the case of agricultural linkages in Argentina; or through
the actual extraction of resources, as in the advanced resource capitaliém i_n Canada. The Canadianl
financial and banking elite focused their energies upon developing resource extraction and
processing industries within Canada. Forestry, mining, and agriculture were key staples upon which
ecoﬁomic development within Canada restgd. This v&the advanced resource capitalism referred to
above. ‘
While direct investmen; waé substantial in both Argentina and Canada, there were some
significant differences. Britain was the source of moét direct investment in Argentina. Mos{ of this
- direct investmént was in areas that were liﬁkages of Argentine aéro-pecuarian production, a

-

production destined for export to Britain. The main investments were in the transportation

“2carl Solberg, The Prairies and the Pampas, pp. 45-46.
Roberto Cortés Conde also deals with industrial development
and foreign investment in Argentina and Canada, in “Some
Notes on Industrial Development”

Neil Bradford and Glen Williams, "What Went Wrong?:
Explaining' Canadian Industrialization”", in Wallace Clement
and Glen Williams eds. The New Canadian Political Economy,
(Kingston, 1989), p. 65
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_ infrastructure such as railways and trolleys, processing industries such as meat*pa‘cking houses and
: - o LN
refrigeration plants, and shipping companies to get the goods overseas14.

The most visible effect of this sort of investment was an ‘infrastructure more geared

towardg_ﬂs/er'vicing exports to Britain than sefvicing fhe Argentine population and domestic
industries (the railways)15. The result is that most of the c()untvryb was not linked by rail; getting
agro-pe?cuarian goods to. port in Buenos Aires was- ﬁlore impon;lnt than linking l:p the rural
‘Argentine populations with each other!6. Most of the processing ir;dustries were also in and around
Buenos Aires. Last, there was the dominanc;e of an Argenfine landed elite more concerned with
obtaining rents from their land than in economic development within their country!7. "fhis would
seem to reflect the dependen;:y of the Argentine landed elite upon foreign economic powers such as

Britain. Argentina did not have the infrastructure needed to serve as a base for economic

development, or Welfare State development. Canada’s National Policies separate their experience

from Argentina’s. Unlike Canada, the Argentine state did not play an active role in economic
development. The infrastructure (key components of the Welfare State) was not controlled by the

state. The lack of state activism did not establish precedent for a Welfare State.

Differences in Ti‘ade and Direct Investment

There are some significant differences between Canada and: Argentina with regards to the

i)

patterns of direct investment and control. First, the Canadian economic elite had significantly more

control over their infrastructure in terms of transport, finance, and utilities, than did the Argenti'ne

N
o

»

YMpaul H. Lewis,' The Crisis of Argentine Capitalism, p. 50

>carl Solberg, The Prairies and the Pampas, pp. 19-20
paul Lewis, The Crisis of Argentine Capitalism, pp. 25-26

Y'carlos Waisman, Reversal of Development, pp. 80, 105

72




'e.conomic elite. Second, there existed no \protecti‘ve tariffs in Argentina féiﬁoiely ”stimilar to the ones
»that existed in Canada. During tile last part of the 19th Century and the ﬁrst tWo\decades:of the 20th‘ |
- Century the c;)nsér;ative admiqistrations in >Argentina r;lled under a strict laissez-faire econorhic,

policy, free of protécfive govemmént measures. Canada followed a more state-activi§t resource

driven capitalism.

The Canadian economic and political elite hossessed a higher level of control over the
economic infrastructure, as well as control over the types and direction of foreign investment. The
economic elite dominated in areas of finance such as banking, while the utilities and m_uch of the
transportation infrastructure were under public control. .Without a protective tariff to encourage the
develoﬁm.ent of an industrial base, or a domestically controlled infrastructure (tﬁnspon, finance,
utilities), Argentina lacked the tools to ensure ecoﬁomic development in the interests of the

Argentine population.

The expoﬁ markets drove the Canadian and Arge.r‘ltine economies. Table 3.1 is indicative
of this. Tl;is ;»vas significant for the development of the two countries and their WelfarAe States. The
export of prim.ary products, specifically food products, accounted for a significant part of national
income in both Canada and Argentina, a more significant part than in countries such as the U.S. and ’
Britain!8. A second point of compélrison is that trade was not spread out to several different
markets. Prior to 1930 Britain was the d.estination for the majority of both Argentine and Canadian

exports19. After 1930 the Uss. increasingly became the main destination for Canadian exports.

>

Carlos Waisman, Reversal of Development, p. 60 and Roberto
Cortés Conde, "“Some Notes on the Industrial Development..”,
pp. 151-152 )

Ycarl Solberg, The Prairies and the Pampas, p. 37
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The significance of ;his is that both Canada and Argentiné were dependent upoﬁ oné
market for the majority of their exports. This would allow Britain to t;ake advantage of Argentina in _
the Roca-Runciman treaty ’of tbe. 1930s. For example, when the British pound was made :
inconvertible in the 1940s, Argentina was forced to purchase unneeded co;lsumer goods from
Britain instead of the industrial inputs it desired from the US. This of course hindered Per6n’s plans
for economic development, a factor itself in the develobment of the Welfare State.

Table 3.1: Trade as a % of Gross National Product (GNP)

1965 1975
Argentina 15.7 ) 17.6
Canada* 34.8 41.9

*Note: includes goods routed through Canada to a third party
Source: Taylor and Jodice, World Handbook of Political and Social Indicators, pp. 227-228

A

ARGENTINE TRADE/INVESTMENT TRIANGLE .

Great Britain was ’the destination of choice for the vast majority of Argentine exports.
There was I;Ot a corresponding demand for imports from Britain. The result was a substantial trade
surplus with Britain20, lhports into Argentina came largely from the U.S. and Germany2!. These
imports were mainly industrial goods and inputs into the production process, inputs that Argentina
lacked because of its few mineral resourcés. It is this triéﬁgle of trade dependency that would haunt
Argentina after 1930; first, with the 1933 Roca-Runciman treaty between Britain and Argentina,
which forced the latter to import more goods from Britain than it jleéded to; and then with thé
deterioration of U.S.-Argentjne relations durirg and aﬂer WWII, which limited Argentine access to
US industrial inputs when they required them for heav; industrialization after the war.

Prior to 1930 there was indication that Britaiyphwas“dissatisﬁed with the balance of trade

4
-

with Argentina. Combined with its declining economic position, Britain sought to extract some

2%paul Lewis, The Crisis of Argentine Capitalism, p. 115 .

“'Paul Lewis, The Crisis of Argentine Cagitalism, p. 115
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trade concessions from Argentina. Lord D'Abernon travelled South to draft a new trading

zigreemem with Argentina. This treaty sought to ensure that Argentina maintain a hightlevel of
impdrts from Britain, so as to balance the high level of exports to Britain. The leve;age used was
the threat of intra-Empire trading priority, in the form of import quotas. In effect, v.vhat this meant
was a trading preference within the Empire with regards to tariffs, and non-tariff trade barriers,
against non-Dominion trading partners22. Such a policy would have favoured the agricultural

e -

products of Canada and Australia over those of Argentina.

The treaty drawn up by Lord D'Abernon was never ratified, because of the ‘military coup

which threw out the Radicals in 1930, but it laid the groundwork for the Roca-Runciman treaty

which was ratified in 1933. The authors of this treaty were Walter Runciman, the Britis'h minister of

Trade, and Julio A. Roca, the Argentine vice-president. That Argentina was dependent upon Britain

s

as an export market is reflected in the terms of the agreement. Argentina gained nothing except

maintenance of export levels near the level they were prior to the treaty23. This essentially meant

[

that Argentina received an exemption to the import quotas that had been established for imports
, , Impor ‘

from non-Dominion trading parthers, drawn at the Imperial Conference of Ottawa in 193224, A

P

S

substantial portion of these agro-pecuarian products were ear-marked for British owned meat-
packing houses-and processing facilities, rather than‘A'rgentine owned processing facilities23.
Furthermore, Argentina was required to achieve greater trade parity with Britain, via greater

a

ot

*’Alberto Conil Paz and Gustavo Ferrari, Argentina’s Forei@
Policy, 1930-1962 (Notre Dame, 1966), pp. 5,6,19. Also Paul
Lewis, The Crisis of Argentine Capitalism, pp. 84-85.

“3paul Lewis, The Crisis of Argéntine Capitalism, p. 86

“Ferrari and Paz, Argentina’s Foreign‘Poliéy,1330—1962, pp.
5,6,11.

“*Ferrari and Paz, Argentina’s Foreign Policy, 1930-1962, p.
11 S
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imports of non-needed British manufactures26. This re‘d«ucedAthe amount of funds available for
importing needed American industrial inputs27. |

The main problem With this is that Britain could not \provide the goo'ds that Argentina

" needed; the US, e.md to a lesser extent Germany, could. Britain did not have, or produce,“the

industrial technology that Argentina required to establish heavy industq in petroleum and steel

production. After 1930 Argentina increasingly needed finished industrial products and inputs fo.r.

industrial productior. This ivould become a significant problem during the war when US-Argentine

relations soured over Argentina's friendly relations with Germany and neutral status in the war, In

: 'short, this relétionship of trade depende}lcy restricted Argentina’s (;pportunities for heavy

industrialisation, itself a key component of Peron’s vision of economic development for

Arge“ntinazs.

The post-WWII trade relationships with Great Britain were in fact strongly influenced by
the U.S. The U.S. wanted to rebuild Britain to prevent the spread of Communism in Europe. To do

this they needed Argentina to continue supplying agricultural products" to feed the British

i

26paul Lewis, The Crisis of Argentine Capitalism, p. 86

’For further discussion about Argentine trade relations in
the late 1920s and 1930s see David Rock, “ Radical Populism
and the Conservative Elite, 1912-1930,” in David Rock (ed.)
Argentina in the Twentieth Century (Pittsburgh, 1975); Diaz-
Alejandro, Essays on the Economic History of the Argentine
Republic (New Haven, 1970); and Paz and Ferrari, Argentina’s
Foreign Policy, 1930-1962.

“°®The anti-U.S. feeling among the popular sectors in
Argentina can not be discounted. This sentiment would be. of
great concern to the U.S. after the War, when the cold Wwar.
rivalry was beginning with the Soviet Union. -The potentlal
for a Soviet-Argentine relatlonshlp ‘in the western '
hemisphere was of great concern to the U.S. For more on thlS
- see David Green, The Containment of Latin America: A History
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population. With the inconVenibili& of the British»pound Argeﬁtiﬁa was restricted in what it coﬁld-
imporrt.va It could only purchase British goods with British currency; the po_und could not be
converted into American dollars to buy American goods. Argentina was depfendent: upém American-
capit{}l}oods and inputs for industrialization in heavy industries that P:arc’m’ envigioned. 'fhe U.S.
would have none of these trading relaiionships, especially while Britain was in dire economic
straits. The U.S. virtually forced Argentina td import consumer . luxury goods from Britain for
whijch Argentina had no real need29. This ran counter to the objectives of Perén, who defined
Argentina’é economic need as the establishment of industry in such areas as petrolelim and steel
prc;duction, keys to Argentine goals of economic diversification and economic ihdependence3_0f
Argentina could either stockpile the British currency in the hopes of ;:onvenibility, or it
s could buy the unneeded whis‘l;y and cosmetics3!. The US. further exerted pressures upon
Argentine trade policies by withholding Marshall Plan dollars from Argentina32. Krgen'tin;a‘ sought
to export a%ro-pecuarian products to Britain and Western Europe at inflated prices which would be
paid by Marsilall Plan funfis. The Economic Charter of the Americas (E.Cr.A.),thich administered

the Marshall Plan, advised Argentina to adjust their prices to meet world prices. Furthermore, the

- U.S. did not approve of 1API, the staté-owned'trading agent, because it ran counter to the American

4

.of the Myths and Realities of the Good Neighbor Policy
(Chicago, 1971), p. 238 :
~2%C.A. MacDonald, "The United States, Britain, and Argentina
in the Years Immediately after the Second World -War”, in
D.C.M. Platt and Guido Di Tella (eds.) The Political Economy
of Argentina, 1880-1946 (London,- 1986), p. 190.

3%C.A. MacDonald, pp. 483-184
*lc.A. MacDonald, p. 190
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push towards liberalizing world trade33. The dollars Argentina did receive were to be used with the -

objectlve of modernizing its agncultural productlon to increase output and get more agncultural
goods to the food-starved British34. Argentina had sought to obtain funds to undertake heavy
industrialization. This industrialization would be achieyed thrOugh ISI and nationalization of any of

the existing foreign-owned heavy industry*and infrastructure35.

There were many reasons why the U.S. did not desire to see Argentina industrialize in the

more capital goods-oriented heavy industries. The U.S. felt that South America was in its direct

sphere of influence; it had no desire to see Argentina become a regional industrial powerhouse in -

South America36.There were two factors that caused concern _for the U.S: /;rgentina’s pro-Axis
fpreign polic;y, ﬁénd Argentina’s anti-democratic intémal polit\i\cal_{, structure37. Aréentina was
perceived by the U.S. as not supportive of the Allies. The Argentir;e government was ;een as
authoritarian. The US bélieved that Argehtiﬁa was sympathetié to the fascist governments in

Germany, Italy, and Japan.38 This would be significant when, after the war, Peron would segk to

develop heavy industrialization. As the source of the scarce capital goods Perén would require for

£

3paz and Ferrari, Argentiha’s Foreign Policy, 1930-1962,
pp. 153-154 ‘ s
_ "C.A. MacDonald, p. 196

35Greén, The 'Containme'nt oi Latin America, pp. 240-243, 264-
265, 287 '
%c.A. MacDonald, p. 194

37Green, The Containment of Latin America, p. 79

*For further discussion on Y.S.-Argentine relations during
and after WWII see Richard N. Gardner, Sterling-Dollar
Diplomacy in Current Perspective: The- Origins and the
Prospects of Our International Economic Order (New York,
1980), pp. 306-346; and David Green, The Containment of
Latin America: A History of the Myths and Realities of the
Good Neighbor Policy (Chicago, 119%1) - -
78 ¢
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this task, the U.S.-could exert pressure upon Argentina by withholding those good_ﬁ, and directing

L]

them to the reconstruction of Europe.

Per6n was seen as the father of Argentine authoritarian syndicalism39. He had organized |

the ‘unions together in a general confederation (the CGT) underneath his control. Perén.had,‘

attempted to organize businesses together under his control, and also landowners and industrialists.
. % - a :

~ He had restricted the amount of political action that could occur, limiting effective opposition to »
him. Together this made for a limited democracy along with some vertically organized syndicates
under Perén's control. Perén’s government was quite different from any other Argentine

administrations in terms of organizing economic groups-into syndicates under the influence and

direction of the state. Previous governments had let the economy run under laissez-faire principles.

The production and export of agro-pecuarian products had been the overriding focus, and there

were no substantial tariff barriers, abundant Import Substitution Industry, or government owned
[}

industry or infrastructure prior to Peréon. This tied in with an overall theme of economic nationalism

.

that the U.S. and Britain feared40. Because of Argentina’s dependent relationship to Britain and the
U.S., such a change in economic development policy was not welcome?#!.

The U.S. primary objective with regards to Argentina and Britain was to ensure that Britain
4 8 ) ) : )
rebuild its economic strength#2. Ensuring that Argentine agricultural products continued flowing to

v o -
3 -
LY

'c.a. MacDonald, pp.. 183-185 . '

40C A. MacDonald, p 184

*Icanada was in the same situation of trade dependency as
Argentlna, vis-a-vis Br{ﬁaln and the U.S. However, it can be
argued that Canada did not experience the same pressures as
Argentima because industrialization was allowed to occur
through foreign investment, such as branch plants, and
secondly, the Canadian state had traditionally been activist
,with regards to control and development of the
infrastructure. There was no need to nationalize
‘infrastructure and be seen as an economic natlonallst

“2c.A. MacDonald, p. 194
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Britain in large quantities was one part of this plan. Sending America'n capital gdo‘ds to help rebuild : E
British iﬁdustxy was another part (these capital goods Argenﬁna could havé used to achieve their
* unfulfilled goal of heavy industrialization). Argentina was dependent on the US for industrial inputs -

and when those inputs went instead to Britain’s reconstruction, Argentine plans for economic -

B

development were fractured. The U.S. and Britain would have no part of Argentina’s “economic

nationalism”43.

CANADIAN TRADE/INVESTMENT TRIANGLE

F)
Like Argentina, Canada was heavily involved with the U.S. in the rebuilding of Britain

after the war. ‘Britain and the U.S had traditionally been Canada’s main trading partners. By the

early 1920s the U.S. had replaced Britain as the main market for Canadian exports. Britain was still

N

a very important trading partner consuming between 30 and 40 percent of Canadian exports,

compared to the U.S. which consumed between 35 and 40 per cent of them#4. Canada - U S. trade
rclations became more dominant in the 1930s as é result of the effects of the Depression. The U.S.

and Canada both reacted with an increase in protective measures against imports. Trade between

the two countries suffered as a result43.

3Cc.A. MacDonald, p: 184

“B.W. Muirhead, The Deve’iopment of Postwar Canadian JTrade
Policy: The Failure of the Anglo-European Option (Montreal,
1992), pp.. 183-184 '
Muirhead, p. 6
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_Table 3.2: Can&dian— Imports/Exports

Year - | IMPORTS (from) ' | EXPORTS (to)

United States - | Britain - United States | Britain

-8 % $ | % $ T % | $
1923 610 Mil. 68 1S4Mil. | 17 | 422 Mil. 41 361 Mil.
1928-9 | 868 Mil. 8 194 Mil. 15 500 Mil. 36 | 431 Mil.
1937 . | 490Mil. | 5 148 Mil. 18 |372Mil.| 40 | 403 Mil.
1949 195Bil. | 71 \ [307Mil. | 11 1.5 Bil. 50 | 709 Mil.
1950 2.1 Bil. 67 404Mil. | 12 2.05 Bil. 64 472 Mil.
1952 2.98 Bil. 74 \59 Mil. 9 2.35 Bil. 54 751 Mil.
1957 | 4Bil || 71 521 Mil. 9 2.94 Bil. 60 742 Mil.

. Source: Muirhead, The Development of Postwar Canadian Tide Policy (Montreal, 1992)

At the same time Canadia'n relzss\with Britain. were not faring much better. Prime
Minister R.B. Bennett failed to achleve the sought aﬁer preferential tradmg agreements with Brltam
at the Imperial Conference of 1930. The trading agre&ﬁgnt that was reached at the 1932 Imperlal
Conference did not result in the dramatlc increases in Cana\i!an exports that Bennett had hoped

for46. In response to this inability to negotiate a substantial t'radé*agreemen’t, Canada negotiated a

" trade agreement with the U.S. in 1935, the first since 185447 This agréement was a response to the

v

. ) P
drastic drop in U.S. - Canada trade since the onset of the Depression. By the end of the decade

Canada, had also negotiated a trade agreement with Britain(1937), and trade with Britain and the

U.S. had begun to pick up substantially48.

!

r_.,,/

Canada had a fairly unique position within the British Empire as the only country not part |

of the sterling area of currency exchange. When the British pound was made inconvertible because

of Britain’s wartime economic difficulties, these inconvertible pounds accumulated in Canada as

“®*Muirhead, p. 7 , ‘ N
“"Muirhead, p. 9 - -
“*Muirhead, pp.. 10-11. For further discussgon on Canadian

trade relations with Britain and the U.S. in the 1920s and
1930s see John Thompson and Allen Seager, Canada, 1921-1939
(Toronto, 1987); and Ian Drummond and Norman Hillmer,
Negotiating Freer Trade: The United Kingdom, The United
States, Canada, and the Trade Agreements of 1938 (Waterloo,
1989)
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Britain’s demand for goods during the war remaine&-strdﬁg, resulting in a substantial trade surplus
for Canada49. At the same time Canada was increasing its i"mpbrts from the U.S. to meet wartime

production needs. This particular trade triangle was similar to the Argentine situation in which

Argentina had a trade surplus with Britain and a trade deficit with the U.S. For both Afrgentina and

Canada this presented a situation of trade dependency, which neither was satisﬁéd with.
Before explaining this relationship and com‘parisoﬁ of trade dependency,@anada’s pc;st-
war trade relationships should be highlighted. After the war Canada took the initiative to give

substantial loans and aid to Britain for the cause of rebuilding. The trade incentive for this act of
f 0 :

generosity was apparent: Canada did not want to jeopardize an export market that accounted for

EY “

one-third of all Canadian exports>0. Throughout the late 1940s Britain’§ financial picture became
worse. Britain was rapidly using up much of its credit in the rebuilding pr;cess, and' in combination
with the inconvertibility of its currency was beginning to make noises about curtailing it; imports
from Canada> !

» Anglo-Canadian relations continued to deteric;rate during the last two years é)f the 1940s.
By 1949 Britain was transferring much of its import dollars to other European countries for gooc;s
once supplied by Canada, including the purclzase of French wheat52.. Tradehegotiations betwéen
the three countries were also experiencing little success as A;nglc;-American relations deteriorated.
In these situations Canad.a was highly vulnerable to being céuéht in the crossfire; the U;S. believed ‘
that Canada and Britain still gave eaéh other favoured status with regards to trade33. The trade

triangle deteriorated further into the early '1950s when Britain continued to cut back on imports

from Canada, as it moved more towards a European trading bloc. At the same time Canada was

*®Muirhead, The Development of Postwar Canadian Trade
Policy, p. 12 :
Muirhead, p. 17
>!Muirhead, pp.. 19-20
52Muirhead, p. 31
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apprehensive of the prospect of the U.S. being the primary market for Canadian expoﬁs, leaving itj'
even more dependent upon one market. The US. was not interested in Canada’s’ secondai'y' ‘
production of metal products and. machinery. They sought Canada’s resources and primary

r

production of goods>4. -

The trading situations of both Argentma and Canada in the time frame discussed reflect a
level of dependency upon two countries, Britain and the U.S. Both Argentina and Canada sought
c’hpital goods and technology from the U.S., and both w_ere major suppliers of foodstuffs and
natural resources to Britain. The inconvertibility of the British pound, as well as the American and
British desire to rebuild Britain industrially, substantially circumscribed the economic plans both
countries had developed vis-a-vis trade.

The Argentine goal of heavy industrialization that Perén had envisaged was derailed by
unfriendly American governments who sent the needed capital goods for industrialization -to
Britain, and who did not want Argentina to jeopardize U.S. industrial/ecohomic hegemony in the
Soutnem Cone>d. Argentina, instead, was pressu}ed to use its account surplus of sterling to

purchase unneeded British luxury consumer goods.

>>Muirhead, p. 38

*54Muirhéad, p. 45 For further discussigon on trade rela&ions
between Canada, the U.S., and Britain after WWII see Sir
Alec Cairncross, Years of Recovery: British Economic Policy,
1945-51 (London, 1985); Gardner, Sterling Dollar Diplomacy,
R D Cuff and J.L. Granatstein, American Dollars, Canadian
Prosperity: Canadian-American Economic Relations, 1945-50
(Toronto, 1978); Alan S. Millard, The Reconstruction of
Western Europe, 1945-51 (London, 1984)

>The U.S. wanted Argentina to industrialize via American
branch plants, and in extraction industries in petroleum,
steel, etc. C.A MacDonald, "The United States, Britain, and
Argentina in the Years Immediately after the Second World
War".
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Canada wanted to keep a fairly diverse export markef based around the North Atlantic.
triangle of Britain, the U.S.; and Canada, as wel‘l as Western Eﬁrope. This: _wc;uld provide a
substantial market, not only for Canada’s primar}; \products, but for seéondary rpahufacturé as-v(vell. -
The inconvertibility of the pound, as well as Britain’s generaliy poor econonii‘c state, led this
country to distance itself from Canada, importing fewer goodsgThe U.S, filled the'vacuum,:
becoming the dominant destination point for Canadian exports, primar'ily natural resources and ;aw
materials>6. The impact of this is tifat Canadian economic development became more highly
circumscribed, and dependent upon the actions and policies of one country, the United States.
Whereas previously Canada operated within the North Agtlantic triangle including Britain and the
U.S., and had privileged access to the Commonwealth (p;e-1945) as a member Dominion; now
Canada was highly dependent upon the U.S. alone as-a trading partner. Economic development
becan;e more focused upon resource development and extraction to meet U.S.. needs, rather than the
secondary manufactures which would stimulate further industrialization. Welfare State.
development which was linked w\ifh the recémstrucﬁion of the Canaﬂiah industrial economy, post-
WWII, gas now more dependent upon the fortunes of the U.S. alone; both in trade and in foreign’
investment and ownership of natural resources>7. )

It is interestir;g to note that both Canada and Argentina were orphans’ of the
Commonwealth. Argentina , referred to as the “Sixth Dominion” by Ysabel Rennie in The
Argentine Republic, and Canada, the only member of the Commonwealth not in the sterling

exchange, were increasingly left out of the loop as Britain’s economic empire contracted from the

1920s onward. The economic development of both Argentina and Canada has been driven in large

A substantial portion of Canada’s secondary industry were
branch plants of a larger American industry. This may
partially explain why the U.S. did not have great interest
in Canada’s industrial exports.
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part by the trade and investment relationships these two countries have had with- Britain and the -

U.S. However, they chose different paths of economic development in responding to these -

relationships. These different paths have played a role in the diverg:ance of Argentina and Canada‘,r

vis-a-vis economic development and the Welfare State.

\

National Directions in Economic Development

Tabje 3.3: Per Capita Energy Consumption/ Petroleum Production .

Consumption (kg/person) Petroleam Prod.(‘000 m. tn)]
o (‘000 metric tons) | Rank/
Argentina 1960 1088 8898 , «
1975 1763 20773 17
Growth Rate (%) 3.5'(1950-75) 6.0 (1960-75)
Canada 1960 5663 . 25630 -
1975 9835 70087 12
Growth Rate * » 2.4 (1950-75) 7.2 (1960-75)

Source: Taylor and Jodice, World Handbook of Political and Social Indicators, pp. 114-115, 122

*This is a calculation that will not be found in Taylor and Jodice.

ARGENTINA: IMPORT SUBSTITUTION INDUSTRIALIZATION vs. LAISSEZ-FAIRE

-

Import Substitution Industrialization (ISI) was the key to state-driven economic

development and planning, which themselves would.feed into the development of the Welfare

State. ISI was reflective of Argentina's economic inward turn after 1930. The external market had

been the engine for Argentine economic growth prior to 1930. After this point Argentina tried to

lessen the dependency upon finished products from Europe and the U.S. ISI became the primary

source of economic growth in Argentina after 1930, in terms of both the number of establishments,

as well as installed horsepower>8. This industry was primarily in the light consumer goods sector.

Argentina was still dependent on the West for much of the capital inputs into these industrial

products.

>,

b
>’Janine Brodie, The Political Economy of Canadian

Regionalism (Toronto, 1990), pp. 149, 152—153
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The push for this Import Substitution Indusu'ialiiatiqn in Argentina, wlée?her in consumer -
&

goods or heavy industry, was a response to a variety of factors. Argentina bégan ISI dufiﬁg and |
after WWI largely as an emergency response to the "disastrous fall in Argentina's export ’
egmings’..,"59. It was 4 response to the situation of trade dependency which Argentina found itself |
in, rooted in an’ import coefﬁcient that was working against Argentine economic growth.
Argentina’s trade partners could not import the level of Argentine goods they had previously
imported. Argentina could not import the consurﬁ'er godds because of reduced eprft earnings and
established ISI to produce these consumer-goods themsejves60. !

In what ways did this industrialization maﬁifest itse!f >in Argentina? Initial forms of ISl in -
the 1920s were small factories that flourished under increased levels of government proiectionifm
and regulation. Paul Lewis argues that these forms were unplanned responses to a virtual collapse -
in some trade patterns because of WWI61, The difference between Argentim; and Canada in these
regards is that Argentina developed protective measufes'to allow ISI to »survive.i T}heA:se were
reactive measures, i‘nnlike the National Policy in Canada, The National Policy outlined a broad and
substantial tariff structure to en.sure an environment in which industry ,could establish itself, either
via branch plants or indigenous i;dustry. This policy of protection was broadly supported and

preceded the development of much Canadian industry. Argentina’s protective measures were not

comprehensive, only serving to allow the survival of consumer goods industries that were needed.

*®paul Lewis, The Crisis of Arg‘entine Capitalism, pp. 36-37

iad

>’paul Lewis, The Crisis of Argentine Capitélism, p. 8

®For additional discussion on Argentine economic history
vis-a-vis Import Substitution Industrialization see Diaz-
Alejandro, Essays on the Economic History of Argentina.
- ®*'paul Lewis, The Crisis of Argentine Capitalism, p. 8
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It was not until after-1930 that ISI became more substantially plarinéd from the government's .

standpoint62, J
Perén recognised the need to establish heavy it;dustry in Argentina, to reduce the
dependence upon foreign inputs into production. Some of the heavy industries that Perdn

3 ® 1

envisioned \g@ire petrofeum and steel. Argentina possessed substantial petroleum resources, but did
not have the technology 'to refine that pefrqleum to the ful] potential®3. Steel would be behe;icial tor | >
other consumer goods industries, eis well as the miIitary.fHowever, a; mentioned previously, the
U.S. had no desire to see Argentina develop in these two areas via economic nationalism.
MacDonald argues that ihe US. did not want Argenti:; to become a regional powerhouse,
th'reatening U.S. hegemony in South Aﬁerica64. Argentine industrialization, like that in other Latin
American countries, should occur through American foreign investment and private enterprise>.

~

Given the United States’ negative view towards Argentine economic nationalism66, and

-

'S
“

Argentina’s dependence upon the U.S. for the industrial inputs required for heavy industrialization,
Peron faced substantial obstacles in his economic development plans for the country. The
development of petroleum resources by the YPF vs. foreign oil companies would be unresolved in

Argentina for many years after the removal of Perén. Steel manufacture would not get under way in

o earnest in Argentina until 1960, with SOMISA.

=1

. ®?Paul Lewis, The Crisis of Argentine Capitalism, p. 8

®Carl Solberg, 0il and Nationalism~ in Argentina: A History
(Stanford, 1979), p. 162

®4C.A. MacDonald, “The United States, Britain, and

, Argentina..” p. 187 ' .
®>Gréen, The Containment of Latin America, pp. 264-265
®6c.A. MacDonald, p:. 184
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AN |
' 'What bearing did all of this have on Welfare State development m Argentina and C‘ana’d.a‘?‘
There appears to be two linkages between debendency and Welfare State development in
Argentina. First’British, and t[len American, pressures, in terms of trade restrictions, made‘ it very '
difficult to undertake heavy industry ISI, and ofher measures involving public warks which would
spur Argentine economic growth and develqpment. Peron's efforts to ‘modernize the ‘petroleum
industry were met with resistance ‘from the U.S., the source of the industrial machinery needed to
und‘ertake this modernization.67
The second linkage arises from the internal fragmentation and conflict within the economic

groups that resulted from the ISI response to dependency. The landed elite and traditional’
manufac;uring indﬁstrialists in the area of agricultural pro‘cessing were opposed to the protectionist
measures and economic nationalism that were part of Perén’s economic development plans.' Strict
laissez-faire economic development policies, like those espoused by conservative political groups .
supported by the landed elite, were not beneficial to ISI. There was not the same level of common
ground to achieve consensus on economic policy in Argen;ina, as there was in Canada with the
National Policy. The development of a powerful labour group, allied closely to Peron, added
another uncompromising group. Organized labour in Canada, by comparison, was more open to
working with government and business68. )

With the transfer of power, either through military coupi or through elections, came
substantial changes in economic development policy. There was no. ‘continuity in economic
development policy, fiscal policy and, consequently, Welfare State measures. Because of the often

‘violent and undemocratic nature of the transfer of power in Argentina, policies of the new ruling

groups, or coalitions, were often antithetical to the policies of the government they removed. As has -

c.n. MacQonald, p. 194
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. been mentioned, much’ of the fiscal policies associated with the modern Welfare State were

developed under the Perén administration. With the removal of Peron came instabi'lity in the

»

economic and fiscal policies of government. Liberals and nationalists battled for control of fhe
economy and the fiscal policies that resulted were inconsistenrt. The growth and evollirion of
Peron’s endeavours in Welfaré State development was not continued69. A lack of ;:;olit'icarl stability
after ’l 930 translated into a lack of continuity in economic dévelopment policy and Welfare State
development. This is unlike‘Canada, whi‘ch, as shall be argued, had greater political'stabilvity and
continuity,'a'é well as a greater measure of éonsensus across economic groups around the National.

- Policy.

CANADA: ADVANCED RESOURCE CAPIT;ALISM AND THE NATIONAL POLICY

Prior to 1930 Canada was much like Argentina in its dependence upon Britain as a market

-3

for Canadian exports. Around this time Canada began making a shift towards greater levels of trade -

with the United States. This shift in trade partners became more visible after WWII, with a

I v . .
conscious move on the part of the Canadian government away from Britain and towards the United
States. Wlth the inconvertibility of the Brmsh pound after the war the Canadian govemment

reduced trade drastically with Britain to avoid accumulating a currency Wthh it then could not use

in its trade with the U.S. for industrial and consumer imports70. This change in trading partners did

Y

®®pavid Kwavnick, Organized Labour and Pressure Politics:

The Canadian Labour Congress-1956-68 (Montreal<d1972), PP -

217 218 ' ,
®®*paul Lewis, The Crisis of Argentlne Capltallsm, pp. 247-254

"B.W. Muirhead, The Dévelopment of Postwar Canadian Trade
Policy: The Failure of the Anglo European Option (Montreal,
1992), pp.. 21, 46

f]
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not erase fhe. fact that Canada was still dependent upon one market-for the export of Canadian .
. * - ¥ . - - R

$

e . L4 B o+

products. . L . v

K
.

L3 .
2t ’
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Canada's response or ,react’ion'to trade,:dependency» hag been to emb’zirl? on a ‘pat»h of

- Crts

Advanced Resource Capltahsm (ARC)'71 Advanced resource capltallsm, meant that the' B

P

govemment and the Cafadian economic eht-e would be developmg the m‘frastructure and social -

.

markets. The Canadian economic elite have also invested ﬁuch into the extraction of these
- 'Kiv » oo . 7 ’ ‘

resources, and in some cases their refining. Beyorid this, .foreign ‘interests. have dominated. the
. EY * . . . » -

X ' . . ) - . . s
3 . . .

¥ 3

overhead capital needed to g_et the extracted resources»(l.umber, minerals or wheat) to the export

secondary sector in Canada, as well as some resource sectors. In this, advaneed resource capitalism,

-

- N

) . . s N ¢

can be- seen as primarily an economically influenced response to external dependency;

. . @

economically, it was. not-in the short term interests of Canada fo challenge this eXternal trade

N

<
°

situation.

Why was advanced resource capitalism the product of external dependency in Canada's

s

situation? There have been arguments put forward stemming, from the belief that Canada has

»
*

“developed an export mentality in the past’2: A financial elite gstablished itself inf Canada, an elite
more.concerned w1th extractmg rents from the natural resources than developing any sort of
mdlgenoﬁs mdustrlal base73 This financial ehte was the product of the strong banking sector that

-

- had developed and flourished in Central Canada. Thls banking sector was itself a response to the

71Melvi.l].’e Watkins,'l "The Political Economy of Growth", in
Clement and Williams (eds:), The New Canadian Political

Economy, p..23 . . P

72,Watkins, “The Political Economy of Growth”. This article
is essentially a discussion of Canada’s economic history as
it revolved around the export of Camadian resources.

"*Neil Bradford and Glen Williams, “What Went Wrong?..”, p. 60
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powerful merchant class that had grown from Canada's trade in natural resofirces. Ih&.Hu&Son;’sf, T

B R -

Bay Company is an example-of this merchant trade. - ' A o

(8 N
—— ¥

Out of this disinterest for indigenous‘iif]dustry, dependent ipduﬁﬁiéli@t’iéﬁ ﬂougisﬁé&’ This \

should be exp{ained more clearly. Dependent industrialization flourished for two reaéons.,One, as
E 4 .. L '

@ -

we have already mentioned, -was becz}\u’se domest_ic'ihdustrial interests were unable to obtain the

. . e ‘ ) . i )
.finances from the financial and merchant classes in Canada needed to establish the industry. The

financial and merchant class had no desire of financing this indigenous industrialization process, an

industrialization which could be left to foreign “intérests.

Domestic econdmiaentrepreneurship was marginalized by these lafge foreign interests thgt
were establishing branch plants. More specifically, these foreign interests moved into areas of

staple-related industry, the extraction and refining of natural resources. An example of this js the
P .

"_ghére of U.S. control in the mining andrs‘melting/industries in. Canada. U.S. control increased from
38 per cent in 1946 to 57 per cent in 1953, and 70 per cent in 195774, dne negative side effect of '
the foreign control of these industries is that the level and amount of processing that occurred in
Canada decreased. Mpre unprqcessed natural resource ex;)orts flowed to thé Us., decreasing the

important levels of value-added production (secondary productiéni that occurred in Canada’5.

*

What are the effects of the above upon Welfare State development in Canada? Strictly

speaking, there are no direct linkages between trade dependency and some specific component of

the Canadian Welfare State. What is important, though, is the shift in Canada. Canada was less a
- v .

reflection of Britain than it was a reffection of the U.S. By 1926 the U.S. replaced Britain as the

1

H
i

"“Wallace Clement, "Debates and Directions: A Political
Economy of Resources" in Clement and Williams, .The NeWw
¢anadian Political Economy, p. 43 '

Wallace Clement, “Debates and. Dfrections”, p. 43

. ) 91




biggest source of foreign investment in Canada’6. After WWII' tl:émU.v '.';":replaced Britain as

Canada’s blggcstmdlng partner. PolltlcalIy there was a more pro- Amencan sentlment vis-a-vis

 trade, i&\e Liberal government of LouissSt-Laurent (1948-1957) and his Foreign Affairs rpinister )
b & s .

Lester B. Pearson (Prime Minister 1963-1968). Prime Minister John Diefenbaker (l951-1963).was ‘«

" more concerned about Canada’s dependence upon the U.S. for trade and investment. There was no -
) Cos K 1 4

actual change with regards to the source of Canadian imports, and while Diefenbaker was vocal . -

about maintaining the Commonwealth as an important exp(;rt market, he could not reverse Britain’s

~ e .
move towards trade in the European community?7. In terms of American foreign investment,

Diefenbaker’s government incrementally and tentatively applied the recommendations of the

Gordon Commission, which was to maintain a level of Canadian +investment and control in

: o 4 xi
manufacture and resource production?8.

8 .

THese stronger ties with the U.S. occur at the same time as the application of the Second. .
* . i X 4

-

National Policy after WWIL. This policy had three key components: ‘ “

..the development of social welfare policies, the implementation of macroeconomic
pohc1es devised in the Keynesian tradition, and measures to reconstruct a peacetlme

economy, especially a more Ilberallzed trading environment’9.
- N

As applied by thé.Economic Minister C.D. Howe, this s'd'lib‘y was a watered-down version

of the Keynesian fiscal structures in Britain, designed more to attract U.S. investment doMars-to a

2

stabilized Canadian econorﬁy than to develop a comprehensive Welfare State to protect Canadian

LS

"®*Roger Gibbons, Conflict and Unity: An Introduction to
Canadian Political Life, 3rd ed. (Scarborough, Ontario,
1994), p. 269 :

""Robert Bothwell, Ian Drummond, and John English, Canada
since 1945: Power, Politics, and Provincialism (Toronto,
1989), pp. 190-192 ‘
"®Robert Bothwell, Ian Drummond, and John English, Canada
since 1945, pp. 192-193

“Brodie, The Political Economy of Canadian Regionalism, p.
»149

——
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society in times of economic downturn80. The resulting: Canadian Welfare State wWis not as -

-

3 LN - » £ o
Yo

comprehens.ive a€ the British Wé_ifare State, althvough, more developed than the American Welfare

‘e - . x

State. ‘ E .

. One coﬁld argue that this'is a refléction of the dominant Classical Liberal fragment in -
Canada, mu’cl} like the Classi¢hlALiberal fragnfént that formed the U.S. The_ reasons that the
Ca;ladian Welfare State waé more éstablished ’than the U.S. \iZelfare State may relate to the -
existence of a “Tory Touch” in Canada, as well as Canada’s long relatiOnsPip with Britain. The

“Tory Touch” is reflected in a concern for the collective as compared to the Classical Liberal

concern for the individual8!. This may have manifested itself in an organized labour somewhat

-

more political than their American counterparts, and therefore more apt to support positive Welfare
State change through political pérties such as the CCF. This will be discussed more thor?ughly later

in this chapter.

POLITICAL STABILITY -

Political stability is the other variable considered in the Welfare State development of the
two countries. Political stabilify was substantially different in the two countries, Conflict,
fragmef;tatién, dualism and discontinuity contributgd to a highly unstable politjcal ehvir(gnment in
Argentina, an environment in which two major groups vied for power through quite dl;dén;ocrati'c
Lmeans. The military and organized labour became the two most influential groups in«;rA‘[gentina

during and after the rule of Juan Perén. Operating in coalition with, or against other groups such as

80Brodie, The Political Economy of Canadian Regionalism, p.
151 < r
®1This relates back to the earlier discussions in Chapter 1
about Fragment Societies (Louis Hartz) and Gad Horowitz
“Conservatism, Liberalism, and Socialism in Canada: An
Interpretation” in Canadian Journal of Economics and
Political Science, Vol. 32, No, 2 (May 1966)
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the landowning oligarchy or industriaIiSts,(and against each other) the military and organfzed .
~labour would make and break all of the Argentine governments during this period of time. As
Secretary of Labour, Perén unified a f”ragmented and weak labour movement and gave them power.

For this labour gave Perdn their loyalty. Fragmentation and dualism maiginalized much of the

’ =
T

remaining groups. The transfer of power was often via undemocratic means, and Perén was the last

elected President (up to 1989) to finish oﬁt the six-yearterm (1946-52).

Canada did not have the same class cleavages and political discontinuity as Argentina. Like
the U.S., there was a dominant conception of ‘a single-clgss society, that class being the middle

class. However, Canada possessed what Gad Horowitz referred to as a “Tory Touch”82. This was a

-

conservative, class-based/hierarchical, community/collective oriented element which contrasted
with the dominant individually eriented laissez-faire classical liberalism. This touch fostered the

development of a somewhat class-based organized labour in Canada, although much of the labour

-
-’

rank-and-file still viewed themselves as middle class33. _ S
The second National Policy reflects this cohesive and rather non-conflictual political
environment. This National Policy, like the first, was broadly supported by political parties as the

new common sense84. It was the result of co-operation between: business, labour, and government

calling upon the state to take a more activist role in Welfare State creation, while recognizing

PR S
£

business’s right to drive investment and direct capitalism, and recognizing the rights of unidns to

*

82Gad Horowitz, "“Conservatism, Liberalism, and Socialism.in
Canada: An Interpretation” in Canadian Journal of Economics
and Political Science, Vol. 32, No. 2(May 1966) -
¥For a thorough discussion of the Canadian class structure
see John Porter, The Vertical Mosaic (Toronto, 1965)
®¥Stephen McBr#*de and John Shields, Dismantling a Nation:
Canada and the New World Order (Halifax, 1993), p. 16
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vorganize and collectively bargain85. The significance of this is that in Canada it reflects a level of

£

political stability, consensus, and inclusion that was not present in Argentina.

Our quantitative data on political stability indicators for Canada and Argentina (Tables 3.4

& 3.5) paint a picture of two countries with highly differiﬁg degrees of political stability,

particularly from the period of Juan Peron onwards. From 1948 to 1972 there were 21 succes,sfui'
and unsuccessful undemocratic transfers of power in Argentina (i.e. military coups) compared tg
none for Canada. Death from political violence in Argentina outstripped that in Czinad‘q by a margin

-

of 6867 to 11. Protest demonstrations, riots, and political strikés occurred nearly four times as often
in Argéntina as in Canada (ﬁring this period.z V

Within Argentina itself, it is nofeworthy that the vast majority of political actiohs and
violence occurred with the removzlLof Perén (1955) and the two decades that followed. This is the
same period in which the military and organized labour emerged as the two most pf)werful actors in
Argentina, and would confront each other on the political stage through mosily non-democratic
means. lﬁ Canada this conflict did not exist. The military was not a significant factor in the political
arena, and organized labour worked with and‘ through government rather than against it. The
political environmenf for economic development and Welfare State development was consequently

more stable and conducive to this development.

i

85Stephen McBride and John Shields, p. 15
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-




4

Table 3.4: Quantitative Data on Political Instability: vCana"da

« 1948-52 . | 1953-57 ] 1958-62 | 1963-67 | 1968-R | 1973-77
Protest 11 2 |8 16 27~ |6 )
Demonstrations

Political Strikes 0- 0 0 1 19 3.

Riots 5 1 S L 18 -3 2
Armed Attacks 4. _ |14 73 22 .. 1-29 1
 Peaths from Political [0 0 2 6 ‘13 !
Violence :

Political Executions 0 0 0. 0. 1.0 0
Irregular  Executive | 0 0 0 {0 1.0 7 0
Transfers (Successful ’ s

& Unsuccessful)

Source: Charles Lewis Taylor, World Handbook of Polltlcal and Social Indicators, Vol. 2, (37d ed.)
(New Haven, 1983) pp- 22, 30, 33, 39, 48, 73, 89, 92 ,

Table 3.5: Quantltatlve Data on Political Instablhty Argentma

1948-52 | 1953-57 | 1958-62 | 1963-67 | 1968-72 | 1973-77
Protest 8 34 27 , 130 23 46
Demonstrations '
Political Strikes 15 16 28 16 32 12
Riots 5 34 24 36 45 12
Armed Attacks 29 168 137 54 128 178
Deaths from Political | 8 6680 69 43 67 4476
Violence *
Political Executions 0 50 0 0 0 10
Irregular Executive | 1 5 10 2 3 2
Transfers (Successful |-
& Unsuccessful)

Source: Charles Lewis Taylor, World Handbook of Political and Social Indicators, Vol. 2, (3rd ed.)
(New Haven, 1983), pp. 22, 30, 34, 40, 50, 75,91, 94

Inclusion/Exclusion and Co-optation: Roots of Labour Unrest

In Modernization and the Working Class Carlos Waisman argued that countries which

industrialized late, relative\to Britain, France, and Germany, tend to have a labour force that is -
excluded from the political process86. Industrialization in these countries was initiated by external

sources. and these same external actors absorbed a substantial part of the economic surplus, leaving

8%carlos Wailsman,
74-82

pp -

Modernization and the Working Class,
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much le§s for the f€maining actors, such as labour, tJ compete"for}'/. As well, their domestic .

> ¢

bourgeoaisie was largely h!éi’gi}lalized by this industrialization pfocess. In the case of Argentina, the

landowning oligarchy tried to deny modern ind‘ustrialization; fearing it would jeoﬁardize their_

*

power, preferring to prioritize the trad}tiénal agro;pecuarian production and’ processing (largely
influenced by‘ British’interests)ss. The Canadian financial and banking &lite preferred fo finance
industrial operatiohs iﬁitialed and co-ordinated b)_/ external interests89.

‘ The queétién that still remains is: why were labour relations in Canada, a late industrializer,
Jnore accommodating and construétive than those in Argentina (another  late industrializer)?

Perhaps the answer lies in the éxistence of government activism (in Canada) vis-a-vis the first

National Policy and the $econd National Policy. Economic development policy preceded foreign

.
°

industrial operations in dan’ada. The first National Policy laid out an economic plan that ensured
industrialization would serve the purposes of Canadian economic development. The second
National policy grew out of an accord .between labour, business, and government?0.  These

economic development policies enjoyed broad consensus support from many of the economic

groups within Canada
»

-

By comparison fragmentation, dualism, and discontinuity define the political environment

»
’

in Argentifta. This dualfism and fragmentation translated -into an unstable relationship between

labour, military, and the economic elite91. Histgriéally, labour had been largely excluded from the

I

8carlos Waismdn, Modernization and the Working Class, pp.
74-82

8¥Neil Bradford and Glen Williams, ™What Went Wrong?..”, pp-.
64-65 ‘
#9pavid Green, The Containment of lLatin America, p. 240
°Stephen McBride and John Shields, JDismantling a Nation,
pp. 16 . .
IThis dualism refers to the split between the landowning
elite which operated in a pre-capitalist property-centered
economy compared to the later industrialization that
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,polifical procése, sometimes‘viole'htly. Even after the Séenz Pena.act in _Ibl2 organized labour Wés'
still excluded, although there was universal manhood suffrage. Labour continued to be excluded, '
including the repression of uniéns, and any form of job action92. At other tirrles, netably during the "
Peronist regime (1946-1955, and the previous three years of Perén as Secretary of Labour), labour
had been coopted into the politi§al process?3.

Tilemrise to power and prominence for organized labour occurs at the same tir;le as the rapid
growth of domestic inddétrialization, splméd on by the economic nationalism arising out of the

-

. ; o
economic crisis of the 1930s. These two groups, domestic iﬁdgﬁtgipfists and the urban working

class, formed the nucleus of a populist backlash against external economic control by British
foreign interests in collusion with the Argentine landowning oligarchy94. This populist coalition

also directly appealed to the military with its “nationalism cum industrialization”93. The growth of?
populism in Argentina was perhaps strongest during the era of Perdn, in which this coalition of
organized labour, the military, and domestic industry, expanded the role of the state in the ecohd_my

in a very statist-nationalist model. The landed oligarchy and foreign economic interests in

Argentina were largely excluded. maintaining-the incompatibility of Argentine dualism.

»

occurred through ISI; these industrialists operated in-a
capltallst factory centered economy. These dual economic
entltles were incompatible.

*’Carlos Waisman, Modernization and the Working Class, ‘pp.
62-64

*carlos Waisman, Modernization and the Working Class, p. 79
For a more thorough discussion of labour in Argentina from
the Depression until the rise of. Perén see Joel Horowitz,
Argentine’ Unions, the State & the Rise of Perdédn (Berkeley,
1990)

*4Guillermo O’ Donnell, Modernization and Bureaucratic-
Authoritarianism (Berkeley,1973),p. 57

>Guillermo O’Donnell, Modernization and Bureaucratic-
Authoritarianism, p. 57

L 4

98
2



This period also introduces us to the conflict that would dominate Argentine politics, ',_ ,

economic development and Welfare State development; in the decades following Per6n’s removal - _

1

from office. Organized labour and the military would direct the political and econgpmic -

development of Afgentin_a through largely non-democratic means96.'Althod§h excluded by the

\

military from the political process, organized labour managed to bring down most of the post-Perdn .

»

governments through various forms of protest (see Table #3.4).  ~

3

/ " How did this political%i(continuity and instability affect the development of the Welfare "‘ -

State? It is during the nine-year regime of Juan Peron that we see the development of a Welfare

State closely tied to him. When Perén was removed from power by the milifary in 1955 the Welfare,

State underwent change and instability as economic direction fluctuated7. The pattern of

. . b
discontinuity in the political system translated into discontinuity in the development of the Welfare

-

State.

Because there did not exist an atmosphere of co-operation or any real consensus between
2 ' P

(and within to some extent) economic groups, a united challenge to gové{:ment economic policy

b}

could not be made. Groups were played off one against another, with government economic
policies that favoured one group over another. As power would change hands, new economic

policies would favour a different economic group. These changes fostered discontinuity and

instability in economic development in Argentina.

. 96LabQur itself was also a victim of the dualism that divides
much of Argentina. With the rapid industrialization there was
a "new" body of labour that came from the ,traditional pre-
.capitalist peripheries and were descended . from a non-
socialist peasantry. This strain was incompatible with the
"old" labour which was very similar to their Socialist
counterparts in Europe. This fragmentation presented a
challenge for the mobilization of different labour unions,
and some rural labour forces in Argentina.

’Paul Lewis, The Crisis of Argentine Capitalism, pp. 147-154
99
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The alternation between the exclusion and co-optation of labour that corresponds¥with this

F e

discc;‘ntinuity in politics is at the root of the Welfare State development. Labour had been largely

excluded from the politital process prior to Peron. As secretary of ‘Labour in the 1940s he cultivated

<]

labour as a group, giving them material benefits, power, and ‘influence. Perén started ‘by simply

enforcing the existing labour legislation, and increasing the real income of industrial labour. Labour

was mobilized and politicized after Peron had coopted this group into orgaﬁizations under his

a

control. Labour was not an independent entity, but it rather found its identity within the structure of

Peronism. Given the confrontational nature of Argentine economic groups with regards to political

power, it is not surprising that labour would again be excluded when -Perén was removed from

~

pSWEr in 195598,

-

What about Canada? Like Argentina, Canada industrialized relatively late, and this process

of industrialization involved a high level of external investment vis-a-vis_economic resources. Why,

then, did Canada not experience the same problems of exclusion of labour as it was the case in
: )
. _ . \
Argentina? It can be argued that Canadian labour was not as politically driven as organized labour

in Argentina. American labour unions, which were not politically driven or socialist oriented, had a -

measure of influence on their Canadian counterparts, perhaps because of American branch plants in
Canada99.
As mentiened earlier, in Canada there was not a strong level of class cleavages as there

were present in Argentina. Finally, the government achieved consensus between business and

.

por further discussion of labour’s development prior to,
during, and after Perén’s rule see Samuel L. Baily, Labor,
Nationalism & Politics in Argentina (New Brunswick, New
Jersey, 1967) e
*’H.A. Innis, Essays in Canadian Economic History (Toronto,’

1956), p. 196
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in Canadian economic development. * ' «

* . -
[

labour on the second National Policy, around Welfare State development. A _ievel of Co-operatidn

- -

oo - -
existed between business and labour as well as a recognition of the importance of each other’s role

5 - »
- - . -

Canad’ian labour did not markl:?jly c‘:hailehge the political stabiliiy of the C"anadiani
govemme;nt; however, it did influence govemmen; at times, éspecially durin.g WWII, when the
CCF was perceived as a threat!00. In 1543 the CCF made substantial‘ jm[;act in the Ontario '
;)rovincial election, e}nd, federally, a Gallup poll showed the. CCF leading the other two par;ies in

popularity !0l In 1944, the CCF won the Saskatchewan provincial election, forming the

. government. The Liberal party, which has been dominant for much ‘of the 20th Century, survived

3

" economic and political elite.

as the government party (in power for all but 11 years between 1921 and 1984) by coopting popular

policies to govern with, rather than because of any specific ability to purs{le a distinct ideologigal
R Y E ] : L.
path. In the 1944 Throne $peech King spoke of the government objective of creating “cradle-to-

grave social security”, taking much of the political ground the CCF had positioned itself, even

though this did not become a reality during King’s administration 02,
* The CCF was ugable to command the suppbrt of rank-and-file labour, perhaps because of

r

previously mentioned factors such as lack of homogeneity in the workers’ movement and the
influence of non-politically driven U.S. labour uniéns. The inclusion of labour into the Canadian

political system offered no real threat to the political stability and continuity enjoyed by the

-

v

In exchange for the recognition and acceptance of unions and collective bargaining and the
provision of a minimum level of the welfare state, labour implicitly agreed not to challenge

199 The CCF (renamed NDP in 1961) could bemseen as a quasi-
labour party, although it was also composed of farmers,
academics, and Social Christians. :
1 3.L. Finley and D.N. Sprague, The Structure of Canadian
History, 3*9 ed. (Scarborough, 189), pp. 358-359

Finlay and Sprague, The Structure of Canadian Hlstory, p.

By

362
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the capitalist system and to recognize arg} accept capital's prerogative and ,authority to

manage and control the labour progesglo}. £ . R
f.&' ’ . . : i 0

,

Why did the interests of labour not extend fully-into the political and social realm,

LY
.

remaining largely economic in focus? The influence of American fabour as well as some internal

fragmentation within Can;xdian labour would appear to be two key influences -on the manner in

%
~

which Canadian labour has evolved. Internal fragmentation has been discussed previously; rather

than divide along class lines, the Canadian population has divided along ethnic, regional, gender,
-4 =

Pl - :

and ruralb/urban lines. Becausg of thése divisions labour is not as homogenous as it could be. For

-

e‘xamPle, the Catholic labour uniéns in Quebec were united with the more international uniéns in

The influence of American labotir unions over their Canadian counterparts has ‘gréwn out
of the financial dependence of Canadian labour organizations ubon their AAmerican couriterparts, as
well as the development 'of a branch plant industry in Canada. Canadian labour often weére
dependent upon American organized 'l.ab ur for the finance needed to win strikes)l 04, with regards
to branch plants, the workers in these plants often adopted the American union, or orga‘niAzed Iabour‘
structure that existed in the home plants in the U.S105, |

This inﬂuelmg:e and support from U.S. organized labour has steered Canadian organized
labour away from direct politicizatio »and pc;litical involvement! 06, The succ;:ss of labour
% .

193paul Phillips, "Through Different Lenses: The Political

- Economy of Labour", in Clement and Williams, The New Canadjian

Political Economy, p. 97T

“H.A. Innis, Essays in Canadian Economic History, pp.. 196-
200 '

8 *

5y A. Innis, pp. 196-200
%4 A. Innis, p. 196
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organizations in the U,S.,_pagticula:ly the American Federation of Labour, stemmed from policies -

B

-

'against‘.political intg‘rvénti;)n 107, cre ane’aréﬁménis, h'ow;eye’r, that.support the \‘/viewf of ‘Canadian,‘ ’
labour as more political than their America;n ;éounterpéns, if 'ngt as.,overtly polritical" -as their ’
European counterparts. The’fact ti1at there exists ‘a“quasi-labour party which ;1a§ in ;hé pasL been al
solid t'hird;party with 15 to 20 per cent of *th;clec'toral vote, speaks to this argument. No simi»lar-

-

.party has existed in tHe U.S. David Kwavnick has made arguhents s:uggesting that Canadian labour

has, in fact, been quite politicgﬁly oriented. Prior to 1956, however, conﬁol and direction of

_ organized labour in Canada,'especially the Trades and Labour Congréss (TLC) lay in the Ieadership

.of labour to the South. . "° . ' )

Between 1902 and the merger of 1956 (TLC to Canadian Congress of Labour [CCL)), the
outstanding feature of the Canadian labour movement was the series of schisms induced .
and expulsions imposed from without in response to the organizational needs of the AFL
(American Federation of Labour) leadership. The evolution of.the £anadian labouf -
movement was clearly governed by the needs and ambitions of American labour leaders
rather than by the needs of Canadian labour108. :

)

Wlith the CCL-TLC merger of 1956 the Cana;dian Labour Congress was -fotmed, and this
oganization took a much greatér level of controzl witl;i;1 Canadian organized labour. The CLC
sought and achieved recogn'rtior; by the Canadian government as beingil representative of Canadian’
organized labour. This recognition has brought Fhe CLC into the corridors of po_wer; given it access

' -~ »
to politicians and civil servants. Thrpugh these means the CLC can have a fevel of influence over

7H.A. Innis, p. 196
108pavid Kwavﬁick, Organized Labour and Pressure Politics: .
The Canadian Labour Congress 1956-68 (Montreal, 1972), p. 34
For a discussion of the Canadian Congress of Labour prior to
the merger of 1956 see Irving Martin Abella, Nationalism,
Communism, and Canadian Labour: The CI0O, the Communist
Party, and the Canadian Congress of Labour 1935-1956
(Toronto, 1973)
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govemment policy concemmg labour in the long mnlO9 Kwavmck argues thit the trade-off for .

¥

thrs governmental recogmtlofl of the C s-that the CLC rtself has becomé part of the prrvrleged o

govemment class and is no longer the champlon of the working class. | IO S

8
o . -

Organized labour has accommodated itself to the private enterpr‘rse economic system and
seeks-no fundamental alteration of that system by political means. Trade. unioriism has
ceased to be a social movement and has become a business!11. '

[}

s

3

-

[t could be argued that Canadian organized labour has been substantially irrﬂuenced by
oth_e‘r actors such as intemétion_al-American labour.Unions (AtFL/CIO) arrd the Federal govemmérrt.
These influences circumscribed the overall impact of Canadian organized labour, with regar(.is to
political power a'nd.Welfare State development. This is not to say that orgarrized labour did not
exert pressure .to bring about the Second National Policy. However, Welfare State measures
proposed by Primeﬁl\;ﬁnister King, in'1919, took decades to aetually be developed. During this fime
"King remathed in power and there \‘vas no critical labour backlash. This could reﬂvect the muted
im‘pact of labour, at least in.oomp_arison to the achievements of labour in Europe, and the political

o
power of labour in Argentina. i

o

» - I -

1%pavid Kwavnick,. pp.. 217-218. A .
110 Irving Martin Abella argued that even after the merger of
1956, many of the most powerful individual unions within
Canada remained affiliates of the AFL or the CIO, even
though the-CLC, which they were organized under in Canada,
had gained its autonomy from the AFL-CIO (these powerful AFL
or CIO affiliates often dominated on the National Executive
over non-affiliated Canadian based unions. National based
independent unions). According to Abella, International
unionism (American bab%ed) was strong within Canada from
1935, when union membership was at its peak, and remained
influential after the merger of the CCL and the TLC into the
more autonomous, nationalist Canadian Labour Congress.
Irving Martin Abella, Nationalism, Communism, and Canadian .
Labour, 1935-1956 (Toronto, 1973), pp. 1, 3-4, 210-211, 215-
216, - 222 __
"'David Kwavnick, p. 219. -
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Argentine organized labour was excluded until Peron incorporated them into the political

*
»

process in the 1940s. From that point in time, organized labour would exert polificalipower, as

influential as the military. Through their actions, organized ¥gbour would decide the fate of magst

every government following Peron’s removal. Their power did not translate into much in the way

of Welfare State development (excluding ‘the Peronist governments). Being excluded from

government and much of the political process, Argentine organized labour exerted their pf)wer
through political protest, strikes, and riots, often resulting in the collapse of government. In the
. . . . . - »
simplest terms the comparison of organized labour in the two countties seems to, be one of an
organized labour working with and through the government (Canada) vs. an organized labour
working against the government (Argentina). TheAack of consistent economic development and
Welfare State development reflect the politically conflictual and unstable environment in

Argentina.

Political Stability and Welfare State Evolution
i)

54

What distinguishes the Canadiaft experience from that of Argentina? There existed a
fundamental level of pqlitical conflict in Argentina that was not presen,t in Canada. i‘he conflict was
driven by several factors. First, there existed definite cleavages along material lines. These
economic groups (landed elite, ISI economic elite, labour, middle ciass) had no real common
ground. The political parties and the military, representing these groups, also had no common
ground. Furthermore, there was not an entrenched respect for the democratic political process.

The result was that there was very little political stability and contin‘uity. Power was often
transferred through non-democratic means, and the new administfatién would throw out much of
what had t;een created by the_-_previous administration in the way of Welfare State provisic;ns. The

inclusion of ‘labour also fluctuated between co-optation (during Perdn’s regime) and exclusion

105
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(most-of the subs’equept administrations) with the different governments. Foreign‘eéonomic control .
and }rade dependence further circumscribed the power of | goVemmem__- to create economic
development policies v‘vhic,_h could embrace more group; and serve ;'«ls an element of éontinuity on
which to deveflrgga stable Welfare State. -

Econ(;mié7class cleavages did not play as significant a role in political divisions in Canada.
A party such as the Liberals were able to cut across economic/class Iines’ to gain consistent
support! 12 There was a high level of American influence amongst Caﬁadian ecoﬁomig:_ groupé. ‘
This resulted in a focus more economic than poiitidal in nature. Labour posed no ‘serious challenge
to the capitalist, liberal democratic agenda of the commercial and financial class in Canada.
Therefore, labour coula be included in the political process without seriously challenging the
capitalist status quo, The result was that a V\'/elfare7 State was allowed to evolve in the late 1930s; in

order to maintain a co-operative labour and prevent the success of the CCF. This Welfare State

received support from all of the economic groups.

N

12 Because of the nature of Canada’s electoral system, a

party could gain an absolute majority of seats while polling
substantially less than 50% of the popular vote. Such was
the case with the Liberals, who rarely had 50% of the
popular vote but consistently had a majority or plurality of
the seats. With 3 to 4 parties competing, a party with 35-
40% of the popular vote could form government with more than
50% of the seats.

™
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% CHAPTER FOUR

WELFARE STATE EVOLUTION IN ARGENTINA AND CANADA

How did the Welfare State evolve in Canada and Argentina? How did the Welfare State in

P

~

each country differ from the other, both in substance and pattern of develc;pment? More
importantly, how were these different evolutions of the Welfare State the result of political stability
issues and external dependency issues?

>

The Welfare State has t‘)een defined as:

14

A political system assuming state responsibility for the protection and promotion of the

social security and welfare of its citizens by universai medical care, insurance against

sickness and unemployment, old age pensions, family allowances, public housing, etc., on

a'cradle to grave' basis!. '

In addition to this definition, some concept of economic development should be included.
To this point in_the thesis we have spoken of economic development as the base upon which the
. Welfare State rests. Part of this ‘Welfare State’ are the economic development initiatives
promulgated by the state to develop the economy that might not be developed through private
initiatives alone. This may be a particular industry, sector, or region of the country. Examples may
be state-driven initiatives in infrastructure development, or resource exploration in the northern
territories. .

There are differences between the development of the Welfare State in Argentina and the

Welfare State in Canada. The biggest difference is that the Welfare State in Argentina did not

develop along a consistent line, or plan, to the same degree that the Canadian Welfare State did. In

3

-
il ”

'Alan Bullock, Oliver Stallybrass, and Stephen Trombley, eds.
The Fontana Dictionary of Modern Thought (London, 1988), p.
905 ' '
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Argv,é"ntina there were periods of developmengfo’ll,owed; by periods of reversal, even wholesale
7 ch"énges in direction. These often mirrored substantial changes in the governing elite within

l,fArgentina. In Canada, the transfers of power did not res_tjlt in similar changes to the Welfare State;
rather, things operated along more of a continuum. What is at the root of these differences between

/
/

the two Welfare States? : ' _ A , ‘ ot
Starting with Canada followed by Argentina, this chapter looks at the envirc;nments'in
which the Welfare State developed in both countries. The actual development of the Welfare State

through time is then discussed to offer context for the comparison. There is then a return to the

Y

.+ Welfare State environment to discuss the roots of that particular environment, drawing connections

B = ‘o

with some of the conclusions reached in chapter three. Finally this chapter looks at the fundamental e

differences in the Welfare State environment in the two countries and attempts to answer the

question, How is the Welfare State environment a product of political stability and external

dependency?

CANADIAN WELFARE STATE: THE “COMMON SENSE” HYBRID SOLUTION

The Welfare State policies undertaken by the Canadian government were done so with the
objective of achieving "a large,national income, a high standard of-living, and stability of
employment..."2. -

This was to be achieved through three means3:

‘McBride and Shields, Dismantling a Nation, p. 116

‘McBride and Shields} Dismantling a Nation, p. 116

)
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- 1. Large Export Trade: This was to be achieved through such measures as low costs of
production, freer/reciprocal trade, sales promotion abroad, research, and anti-inflation

controls.
N *

»

measures as unemployment insurance, health insurance, family allowances, old age.

“u .

- pensions, floor prices, and war pensions.
3. Widespread Private Investment, Supplemented by Public Works: This was to be

achieved through such measures as taxation policies, industrial and other loans, and

-

i

public works assistance. :

The Canadian Welfare State-reflects the influence of Keynesian economics that became
prorr;inent in the developed world as a result‘ of the Great Depression in the 1930’5, as well as the
environment/ atmosphere of state activism that had been established with the first National Policy.
The Second National policy, which can be seen as the embodiment of the Canadian Welfare State,
grew out of an agreement between business, labour, and government. This policy accepted the
Keynesian economic model in principle. This p‘olicy wgs;deyeloped during the latter years of
WWII, at the same time as CCF popularity was reaching its peak, and the party was threatening to
become a legitimate contender for power. :

While Keynesian economics and the Second National policy set the tone for economic
developfnent and Welfare State development from the 1930s to the 1970s, there was by no means a
smooth linear progression in Welfare State development or economic development, nor was there
consensus on how to apply Keynesian economic in building the Welfare State. Overall, however, it
could be argued that at the end of this period the Canadian Welfare State was more advanced, or

evolved, than it was in the 1930s.
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This thesis will look at the development of the Canadian Welfare State acrdss four periods,
characterized b-y the establishment of Canadian Welfare State initiatives, which arguably can be
seen as pillars of the Canadian Welfare State. Old Age Pensions, Unemployment Insurance,

Universal Health Care, and statist initiatives around economic development are these pillars. .

- . % : ~
The Old Age Pensions actually precluded the 1930 to 1970 period. This initiative was the:

- result of pressure brought upon Prime Minister King by the independent predecessors to the CCF, ’

led by J.S. Woodsworth. King initiated the discussion around social programs in 1919.~There was -

labour support for these policies, which had built mueh support with organized labour in the United
Kingdom.

Unemployment Insurance was the next major pillar in the Canadian Welfare State. This
initiative was a major prescription to come out of the Rpwell-éirois Commission and the Marsh
Report. Over the next three decades Unemployment Insurance increased incrementally in dept.h and
breac;th from its inception in 1941. After decades of pressure Unemployment Insurance took hold
during a period when CCF popularity was increasing and cutting into the governing Liberal party’s
popularity. : s , |

. The third pillar to the Canadian Welfare State \;u/as Universal Health Care. This was first
experimented with in the provinces in the 1950s and was subsequently adopted by the Federal
government in the 1960s whc;n its popularity was strong. Canada’s system of Federalism allowed

»

the Federal govgrnment to adopt social policy after it was éxpefiment_ed in the smaller provinciél

~

governments.
Economic development policy and programs derived from statist nationalism. This was in
part a response to the influence of Economic Minister Walter Gordon (1963-1966), and culminated

in the 1970s with the Canada Development Corporation and the Foreign Investment Review
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Agency (FIRA). Thé state, through these agencies, took a greater role in-developing key industries
i
[ . - .

*

| . ) ..
and ensuring a greater level of Canadian control and ownership in them4.

| . ‘
Canadian Welfare State initiatives occurred in an environment of state activism that was

established by the ‘C‘First National Policy; and continued by the Second National Policy. The tane of

Welfare State dev%lopment in Canada was set with the inception of the first National Poljcy5.

...the Naﬁonal policy was the first in the series of overarching development strategies
adopted by the Canadian state, the central objective of which was to “transform the British
North American territories of the mid-nineteenth century into a political and economic
unit.”6 7

Ed

The ﬁrstjj National Policy was initiated by John A. MacDonald an& spanned the period

MWJ%MJMWmmmmmmmammmmmmbMMMwwwy

@ -

-

Mitchell Sharp, Canada’s Economic Minister from 1966 to
1968, reflected a pendulum swing away from the economically
nationalist Walter Gordon, to a more continentalist economic
perspective. Eor‘more discussion about economié nationalism
and the differences between Walter Gordon and Mitchell Sharp
See Mitcthl Sharp, Which Reminds Me...: A Memoir, (Toronto,
1994), pp. 145-149. For more on Walter Gordon See Denis
Smith, Gentle Patriot: A Political Biography on Walter
Gordon, (Edmonton, 1973). and Walter Gordon, A Pol®tical
Memoir, (Toronto, 1977), pp. 203-218, 243-250

> Stephen McBride & John Shields, Dismantling a Nation:
Canada and the New World Order (Halifax, 1993), p. 7

® V. Fowke, “The National Policy - 0Old and New,” in W.
Easterbrook and M. Watkins, eds., Approaches to Canadian
Economic History (Toronto, 1967), p. 188 .

" J.L.- Finlay and D.N. Sprague, The Structure of Canadian
History, 379 ed. (Scarborough, 1989). P. 221. The initiation
of the first National Policy coincides with the introduction
of the tariff in the 1879 Budget, although elements of the.
National Policy had been going on for years (i.e.
Confederation, the CPR Railway etc.)
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1. A railway running across the entire country. This would not only link the country, but

- ¥

the economy:;as well. Industrial goods needed for agricultural productio‘h could be sent
from Central Canada to the Prairies. The agricultural produéts of the Prairies, and the -

: v =
natural resources of the West, could be transported by rail to the East coast for trade

overseas.;This railway would also serve to populate the prairie.;., allowing for agricultural
production, and linking thé West coast and the Central a;1d Eastern provirces. |

2. High Tariff walls to protéct industrial development. These tariff walls would serve, to
encourage industrial development in Céﬁtral Canada. It was cost p;ohibitive for
agricultural producers to purchase their machinery and processing ‘equipment from the
United States. These tariff walls discouraged imports in general, allowing for Canadian
Industry to develop.

3. High levels of immigration. This would serve to populate Western Canada. increésing-
agricultural production and natural resource extraction. This immigration also served the
purpose of industrial manufacturing, providing an industrial proletariat.8

.

These policies set a precedent for state activism in Canada. In terms of infrastructure, with

e

the railway, and economic policy, the federal government took an active role to ensure that
industrial development and trade would benefit Canadian economic growth. Much like Argentina,
Canada was highly dependent upon the export of agricultural products, especially in the periods of

early development. As well, the railways in both countries were built with private, and substantially

foreign, economic resources. The difference is that Canada, with the National policy, took an active

8 McBrride and Shields, Dismantling a Nation, p. 7. For a .

" more thorough discussion of the first National Policy  (which

is, by this source, dated to the mid 1800s) see Janine
Brodie, The Political Economy of Canadian Regionalism, pp.

97-128
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role to en§i1re that trade and foreign indus&y were compatible with nation-building and

industrialization.

The second National Policy was a response to the unrest amongst agricﬁltural groups and
industrial labour groups in the 1920s and 1930s, as well as the dynamics brought about by the
Depresgiin. The Depression brought unbridled capitalism into disrepute in the industrial worlq,
" ushering in the era of Keynesian economics to check the excesses of capitalismv. The prirhary means
to achieve this was to stabilize the incomes of the population through social welfare programs
which supplemented and/or replace;i incomes in times of economic doWntux_’n. This would keep
demand stable and prevent the downward spiral of the economy. The second national policy was
drawﬁ up aléng the lines of Keynesian economic policy and was itself, primarily, the catalyst for
the crcati(?n of .the Canadian Welfare State.

The Second Nz'itionéll Policy, which was unveirl)ed during thé last months of the war, had

three fundamental strands - the development of social welfare policies, the implementation

of macroeconomic policies devised in the Keynesian tradition, and measures to reconstruct
a peacetime economy, especially a more liberalized trading envnronment9 S

LN

Keynes’ economic theory argued that counter-cyclical measures were needed to produce

high and stable levels of in(gome and employmént?lo In short, during economic growth, taxation
would allow the government to operate at a surplus and there would be fewer people drawing on
Soci?al Welfare. During economic stagnation, or contraction, this surplus would be used for Social

Welfare programs to ensure that a relatively stable level of income was maintained amongst the

whole population.!1

® Janine Brodie, The Political Econcmy of Canadian

Regionalism, p. 149 ,

¥ McBride and Shields, Dismantling a Nation, p. 10

' The Keynesian economic model operates on the premise of
maintaining a strong level of consumer demand through income
protection. This demand will maintain the level of
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" of Welfare State spending (see appendix A.2). Uéi.ng‘this as a measurémerft, Canada was in the |
bottom third of indliStrialized éohnqies for Welfa;e State invcsnnent during tile 1960s and 1970s I 2
However, it was quite advanced relative to the U’nited St;tes. Keynesian bolicy in the .Canadivan
ex‘perience \;vas realized through a socigl contratt béthen the Federal Government, Business, and
Labour. There were four key factors, or pillars, to this social contract. .
| The key interests of capital were respected with regards to investment.
‘.'2.High stable ,le{:yels of income and employment were agreed to, and accepted by the

business community. T .
“»

3.Support for those who could not actively participate in the labour market was also agreed

10 by the busine$s community. |
.’ %

4.The right for unions to collectively bargain was accepted by all three groups!3. .
~
The most important factor about this social contract and the development of the Canadian
Welfare State was that all of the major Canadian political parties accepted this new National Policy

as the new common sense in the post WWII period 4. v

-
—_,

4

industrial production, preventing a downward spiral in the
economy like that °*se€en in the Depression.

'2 Charles Lewis Taylor and David A. Jodice, World Handbook
of Political and Social Indicators, v.l: Cross-National
Attributes and Rates of Change (3rd. ed.), (New Haven,

1983), pp. 5-6 for the 1960 and 1972 data. McBride and
Shields, Dismantling a Nation, p. 12

'3 McBride and Shields, Dismantling a Nation,.p. 15

Y McBride gnd Shields, Dismantling a Nation, p. 16. This
social contract also imparted regional economic disparities.
Federal transfer payments ensured that the poorer provinces
would be able to finance jointly funded social programs. Fory
more discussion about the second National Policy and its
impact see Janine Brodie, The Political Economy of Canadian
Regionalism, pp. 149-155
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The popularity of the second National Policy began to decline i the 1970s, along wi the

/

popularity of Keynesian economics. This was in part due to the new phenomenon of Stagﬂatio ,a

s

_ . _ N
combination of high inflation and stagnant economic growth. Keynesian economics had argued that

both could not be present in an economyl5. The result of thisswas that Canada experienced &
rapidly rising debt. This precipitated the onset of another economic approach based on fiscal

- ~

restraint and supply-side economics. (However, this is outside the time frame of this thesis, and
: . *

~

therefore will not be expanded upon.)
What Wgre the major Welfare State initiatives tl{gt made up the Canadian Welfare State?
This thesis looks at four major initiatives, most ot%ch came about in the era of th:second
National Policy. -' |
Old Age Pensions - Welfare State Initiatives in the Pre-Keynesian Era
The Old Age Pension Act (1927) was the one significant piece of Welfar‘e State legislation
introduced prior to the Second National Policy and Keynesian economics. The machinations of
Organ’ized Lai)our for old age pensions in the United Kingdom h;ld ignited Canadian sentimerit for
this benefit. The issue was raised for the first time in the House of Commons in l9b6]6. O\-/er the
following two decades there was‘growing public pressure 9nd labour unrest to intrgdyce this

measure. Old Age Pensions had been one of the tenets of the Liberal platform at the 1919

Leadership convention!7.

15> McBride and Shields, Dismantling a Nation, P. 17

'® Dennis Guest, The Emergence of Social Security in Canada,
(Vancouver, 1980), p. 74 -t . .

17 J.L. Finlay and D.N. Sprague, The Structure of Canadian

History, p. 316"
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It was not until 1926 that action was taken on making old age pensions a realify.. At that |

point King traded the promise for an Old Age Pensions act, in writing, for the sﬁp‘ﬁort iri the House

- of Commons of two Labour members of Parliament; JS. V\}oodswort,h and AA Heépsls. This-
allowed King’s minority Liberal government to, remain in pc’>werl9. Like many other ,welfare
| programs later on, this program was z.ljointly funded ‘initiative administered under provincial
jurisdiction20. In other words-the prov‘inci?xl governments administered these Old Age pension
plans, ensuring they met some broad federal parameters in order to qualify for.federal funding. By

1936 the federal contribution to this joint initiative had jumped to 75 percent, allowing all the l

provinces to“join2 1, -

This program was replaced by the Old Age Security Programs (1952)22. These programs
were universal in nature, doing away with the means testing of the previous plan. The OId Age
Security-Guaranteed Income Supplement (1964) was established to assist those whose primary
source of income was Old Age Security23.

When the act was first passed in 1927 the Federal government was retrenching from
program spending. This act seemed to go against the grain of the times but upon elo§er observation
it can be seen that the act was quite limited in application and benerﬁts. A minimum paymes, based
on means testing, was available to British subjects over the age of seventy.-These payments could’

r' »

then be recollected (with compound interest) by the government from. the estate of the recipient

1 John Herd Thompson and Allen Seager, Canada, 1922-1939:
Decades of Discord, (Toronto, 1985), p. 120
*” Finlay and Sprague, The Structure of Canadian History, p.

326
20

John S. Morgan, “Social Welfare Services in Canada” in
Melville H. Watkins and Donald F. Forster, eds. Economics:
Canada, (Toronto, 1963), p. 235

" Guest, The Emergence of Social Security in Canada, p. 76
2 p.W. Djao, Inequality and Social Policy: The Sociology of
Welfare (Toronto, 1983), p. 109 o

AW, Djao, p. 109
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upon‘their passingZ4. Furthermore, the Maritimes and Quebec did not have an Old Age Pension

program in place until the mid 1930s. While Quebec’s reasoning was political, the'Mafitimes could .

not afford to péy their share of the program’s costs23. : L Ck

e

" These difficulties seemed to reflect the- larger difficulties within the Canadian Federal

system around the divisions in powers with regards to revenues and spending. Because of the

relative differences in wealth of some of the provinces, some poorer provinces such as the

1

Maritimes could not adequately participate in joint federal-provincial programs because they could
not generate the taxation revenues to finance those programs. The three areas of taxation (personal

income tax, corporation taxes, and succession duties) were finally released to the federal

5

government to finance WWI126. By releasing some taxation powers to the federal government , the

s

" provinces could receive transfer payments which reflected the Canadian average. In this way the

L3

rich provinces would be subsidizing the poorer provinces, all'oyving them to participate in social

a X
programs such as old age pensions and unemployment insutance. Fhese were some of the

-

—

recommendations of the Rowell-Sirois commission that we tglk dbout next. This federal-provincial

¥

dynamic reflects the difficulty that existed within Canada in creating, passing, and implementing

zf R

Welfare State Initiatives. -
Unemployment Insurance - Rowell-Sirois, Federalism, et al.

Unemployment Insurance was the centrepiece of the second period & Canadian Welfare

State development, which occurred during and after the seecond World Wal;g This period’w'as

t

spurred by a combination of factors: the rise of Keynesian economics in the industrial world, the

-

‘4 John H. Thompson and Allen Seager,Canada 1922-1939, p.
129
2> John H. Thompson and Allen Seager, p. 130
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Rowell-Sirois Commission of the late 1930s, and the Marsh Report released in 1943.Keynesian

economics has already been discussed previously in this thesis. The Canadian government

-

embraced the Keynesian economic approach with the Second National Policy.
The Rowell-Sirois commission was called in 1937, and was, itself, largely a response to the

dire financial-difficulties of the provinces, incurred as a result of the Depression. The revenue

N

sources of the provinces did not equal the costs of the various provincial responsibilities outlined in
sections 92, 93, 947and 95 of the B.N.A. act of 1867. Essentially this commission was established

to deal with the distribution of powers and financial relations between the Dominio&@pd the

;S

» 2

provinces27. -

The commission called for the transfer of taxation powers to the Dominion, in exchange for

federal grants to the prbvinces, based on the needs of each province. The objective was te bring

_provinces closer to equality with each other. Therefore, each province could " without resort to

heavier taxation than the Canadian average, to provide adequate social, educational, and

developmental services.”28 When the report was released in 1940, the recommendations were

shelved because, of provincial reservations around relinquishing the powers of direct taxation, i.e.
4

income tax. Most of them were eventually introduced in piecemeal fashion; as a system of federal

transfers replaced the provincial powérs of direct taxation, allowing poorer provinces to fund social

9

programs.. .

&

¢ Guest, The Emergence of Social Security in Canada, p. 179

27R MacGregor Dawson, The Government of Canada, 4th ed..
(Toronto, 1963), p. 114

“Rowell-Sirois Report v.2 p. 86 in Dawson, The Government of

i d

Canada, p. 115 :
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In March 1943 Leohard Marsh, Research Director on the James’ Committee Report on -

»

Reconstruction, reléased the Reg,ort on Social Secufig in Canada29:

It recommended full-employment policies, supplementary programs for occupatienal
training, ‘comprehensive systems for social and medical insurance (covering
unemployment, sickness, maternity, disability, old age, and health), famjly or children’s
- allowances, and general welfare assistance for those who, should the full employment
policies fail, had exhausted unemployment insurance benefits or were not covered by
them30.

Like the federal commission report before it, Canada did not fully embrace Leonard
Marsh’s report. The report met with derision by civil servants, and politicians found it somewhat

strange31. Full employment may have been a goal, but it was not necessarily considered a

‘reality32.

The Unemployment lnsuranf:e Act was itself brought in  1940. However, talk 'of its
* introduction had been present since the Liberal Leadership Convention of 1919 when it was
embraced as a concept. Financial protection ﬁ'o!n unemployment was an important component of
the Rowell-Sirois commission and one tﬁat Mackenzie King managed to implement during the war

even though it was in provincial jurisdiction33. It was a response to a combination of pressures

2% Robert Bothwell, Ian Drummond, and John English, Canada

Since 1945: Power, Politics, and Provincialism, (Toronto,
1989), p. 46 '

3 McBride and Shields, Dismantling a Nation, P. 43

31 Bothwell, Drummond, and English, Canada Since 1945, pp.
47-49 ‘ _ ‘

3% McBride and Shields, Dismantling a Nation, P. 45. For
more discussion of the Marsh Report and the government and
civil service rejection of its proscriptions see Robert
Bothwell, Ian Drummond, John English, Canada Since 1945, pp.
48-50

3 Finlay and Sprague, The Structure of Canadian History, p.
354 ’

Y
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from the intergovernmental relations, war, bureaucratic rivalries, and the social work
community34. 7 - |

When the Unemployment Insurance System was first introduced in 1940, it covered only
42% of the werkforce. !n 1940 the federal government took over jurisdiction for unemployment
insurance, through constitutional amendment. As a result of wartime pressures, the provinces
relinquished control, in 1941, over some forms of té:gation, such as personal income‘ and
corporation ;axes35. This allowed the federal government to fund Unemployment Insurance, as
well as develop federal transfer grants to the p;oQinces which would allow the poorer provinces to
finance other jointly funded social programs.

The 1956 Unemployment Assistancé Act was a key component of the Canadian Welfare
State. It precipitated a move towards a more comprehensive:lniversal Welfare State.

Through consequences unforeseen by its sponsors, unemployment assistance, although

initially designed to preserve categorical distinctions among those in need, instead played

a major role in breaking down the categorical approach towards poverty by paving the way

for the Canada Assistance Plan of 1966.36

The federal government was unable to develop any unemployment legislation that could
satisfy both the provincial governments and the federal government. The federal government

~

sought to acquire the sole right to private and corporate income taxation powers in exchange for a

o

federally financed and administered unemployment assistance program. The provinces were

unwilling to agree to this arrangement. The federal government and the provincial governments
5
were unable to agree to a cost sharing structure to finance this program. Further complicating this

M James Struthers, “Shadows From the Thirties: The Federal

Government and Unemployment Assistance, 1941-1956” in
Jacqueline S. Ismael (ed.) The Canadian Welfare State:
Evolution and Transition (Edmonton, 1987), p. 4

> Rowell-Sirois Report v.2 p. 86 in Dawson, The Government
of Canada, p. 115 ] -
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- - .
was the post war prosperity and low unemployment rates that made the issue a lower priority. In
1953 the Korean war ended and the unemployment rates began inching upwards. With no
comprehensive unemployment assistance program the private charities were put under intense

: , .
pressure to satisfy the needs of the unemployed. They pressed the federal government for action.

.

The 1956 Unemployment Assistancé.Act was passed with four of the ten provinces
declining this program. In 1958, when Prime Minister Dief;:nbake; cl;;nged the cost sharing
arrangement to 5(;:’50,,three of the remaining foﬁr p'rovinceé (except Quebec) opted into the
agreement. The federal government did not limit the number of péople it could serve. The
provinces included many people from other categories of need into their Unemployment Assistance
rolls. This indirectly removed the categorizations of welfare and need that had existed. This set
precedent for the comprehensive Canada Assistance Plan o’f 1966, which included old age
assistance, disabled persons assistance, and child welfare, as well as unemployment assistance3”7.

From 1941 to 1971 there were steady expansions' of the coverage provided by this system.
The Unemployment Insurance Act of 1971 covered 96% of the workforce.38 This piecemeal
introduction of Welfare State measures reflects the inability of the Canadian federal government
and provincial governments to .agree on an integrated system of revenue colleqtion and social
welfare service delivery. The package deal that the federal government had hoped for collapsed at
the Dominion-Provincial conference of 1945.

The Liberal government, defeated in its intentions of developing a comprehenéive'welfare

programme, proceeded, as public opinion, electoral strategy, and fiscal resources gave it
opportunities, to add piecemeal to the welfare services39.

~ James Struthers, "“Shadows From the Thirties”, p. 4
> A.W. Djao, p. 109
*® McBride and Shields, Dismantling a Nation, P. 45
3% John S. Morgan, "“Social Welfare Services in Canada”, p.
’ N
237 . :
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Universal Health Insurance - Provincial Expeﬁiments

Mackenzie King spoke of a guaranteed minimum i;1 Health Care at the Liberal leadership
convention in 1919 and again in 1943; however, no real action was taken by the Feiierél
government in these areas until the 1960540, It was the provinces, starting wi;h Saskatchewm
under the CCF government of Tommy Douglas, who led the charge for universal Eealth care-
insurance by developing their own initiatives in these areas. Throughout the late 1940s and 1950s
there was increasing pressure for a federally funded universal h¢alt;1 care sch;:me. The Hospital
Insurance and Diagnostic Services Act ‘(1957) was the first major federal responsé tb these
pressupes;ll. This provided a national insurance plan to protect Canadians against the cost incurred

. ' -
because of hospitalizations or diagnostic testing. This was not comprehensive medical insurance

which wduld also cover\medical appointments, non-hospital care, etc. ’

In 1961 a Royal Commission on Health Services was convened under Emmett Hall. This
had been convened in response to the pressure by the Canadian Medical Assoc?ation, who had
hoped that a Commission would find Canada’s existing medical services structure to be adec}uate,
thereby not requiring any more government movement on universal health care initiatives42. When
the Commission reléased its preliminary report in 1964 it endorsed the model for universal health

care that Saskatchewan had adopted in 1961; the same model that the Canadian Medical

Association was reacting against when it called for the Comm,ission43.
N

° Finlay and Sprague, The Structure of Canadian History, p.

417

‘1 Robert Bothwell, Ian Drummond, and John English, Canada

since 1945, pp. 146-148 : ,

* Donald Swartz, “The Politics of Reform”, p. 325 £

*3 Finlay and Spragque, pp. 417 A
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Prime Minister Lester Pearson responded by announcing that the Federal .Government -
would contribute funds toward provincial schemes that met certain broad parameters.44 The

Federal Medical Care Act (1966) set out five criteria prévinces had to meet in their Health Care

programs to receive funding from the Federal govemhent. This essentially ensured that health care
was Universal, Comprehensive, Portable, and Accessible in all provinces (Public Administratidn
was the ﬁftﬁ criteria)#>. Provinces that met these categories (all provinces had qualifying plans by
1972) were eligible for matched funds (50%) from the federal goVemment46. This plan wés ready
for service on July 1, 1968. At that point only Saskatchewan and'B.C. had government health
insurance pians in place that met the criteria of the Medicare Act47.

The establishment of universal héalth insurance brings up a few points to consider, or
reflect upon. First, it is argued by Donald Swartz that state action in funding health insurance
became necessary when industrial and political militanicy increased arr;ongst organizc;d labour48.
This was most apparent in B.C. where the labour movement was historically militant. Two Royal
Commissions in the province prior to 1928 led to the introduction of legislation in 1935 to establish
health insurance. This legislation was never acted upon49. Besides the significance of organized
labour’s impact upon ghis development of the Welfare State, it was the provinces as a test ground
for this Welfare State measure, that sets Canada apaﬁ from other countries such as Argentina. The
provinces took action in the area of health care structures. When the federal government saw the

success of this experimentation in the Hal&mmission they acted, 47 years after health care was

made a Liberal policy.

Bothwell, Drummond, and English, pp. 288-289. .
¥ McBride and Shields, Dismantling a Nation, P. 45 :
a6 Finlay and Sprague, The Structure of Canadian History,
pp. 417-418 1
" R.C. Bellan, Principles of Economics and the Canadian
Economy, 7th ed. (Toronto, 1985), p. 357

Donald Swartz, “The Politics of Reform”, p. 317
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Tthe federal mood of the dagl was progressive, making it more receptiQé to health care
initiatives. With the Liberal election campaign of 1963 Pearson proﬁised much in the way of
Welfare State initiatives including health care and what was to be the Canada Development
Cprporation. Over the course of his five years as Prime Minister, Pearson was able to legislate
many of these initiatives>0. The NDP, holdihg the balance of power for the minority Liberal
government, provided the pressure Pearson nee(;ed to carry out these plans. Lat;our legisiation

around organization and the right to strike for government employees was passed with the objective

of drawing labour support away from the NDP31.
Regional/Economic Development (1960s) .

The final period of Canadian W;:lfare State dejveIOpment occurred in the 1960s and 1970s.
This period revolved around legislation aimed at irﬁproving and devéloping Canadian ownership
and industrial development. The main tools to achieve this were the Canada Development
Corporation (1971) and the Foreign Investment Rev.iew Act (1973)52. '

The impetus for movement in the area of economic development came from the Gordon

Commission which was called in 195533 In the Preliminary report tabled in 1957 Gordon found

' Donald Swartz, p. 318

50 Bothwell, Drummond, and English, Canada Since 1945, pp.

287-289 ”

>l Bothwell, Drummond, and English, Canada Since 1945, p.

289

>? Grant L. Reuber, Canada’s Political Economy: Current

Issues, (Toronto, 1980), p. 247 :

>3 To find out more about Walter Gordon’s ideas of economic

nationalism see W.L. Gordon, Troubled Canada: The Need for

New Domestic Policies, (McLelland & Stewart Limited, 1961).

In chapter 4 (pp. 83-100) Gordon discusses the concerns

around the increasing levels of foreign investment in

Canada. Chapter 5 (pp. 101-134) looks at Walter Gordon'’s
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that the economy was dominated by Americans. Foreign control was dominant in oil and gas -

-

(70%), mining (52%), and secondary manufacture (56%)>4.

As Finance Minister (1963-1965) under Lester Peérson, Walter Gordon set out to check the
level of foreign control. of Canadian industries and resources>>. ln_'l 964 Gordon amended acts to
ensure C;nadian ownership in key indugﬁie556. Insurance and loan ‘companies were allowed to
have a maximum of 25 per cent of their shares owned by non-residents. The Bank Act (1965)
brought Canadian banks into line with this principle37. This legislation ensuring Canadian control

was extended from the financial sectors to the cultural sectors Wlth b@d&astmg and publications

(the 1969 law Ilmlted non-resident voting stock to 20 per cent in the broadcastmg sectors)>8.

x

e

prescription for resolving this foreign control concern.
Much of the prescription revolves around the state taking a
much more active role in economic expansion until a time
when domestic industry can pick up the slack, in terms of
capital expenditure (p. 107). For a contrasting rebuttal to
Gordon’s ideas on economic nationalism in Canada see Alan
Heisey, The Great Canadian Stampede: The Rush to Economic
Nationalism - Right  or Wrong, (Toronto, 1973). Heisey speaks
of the importance of foreign investment in Canada. :
> F@nlay and Sprague, The Structure of Canadian History, p.
377\:§
33 Bothwell, Drummond, and English, Canada Since 1945, p.
304, 307-308 )
°® Walter Gordon was of the progressive economic nationalist
ggold. His budgets reflect an emphasis on excluding U.S.
oreign investment and budgeting for social reform. His
. successor, Mitchell Sharp (1966-1968), was much the opposite,
raising taxes, delaying medicare and not establishing the
Canhada Development Corporation. Except for the banking
sector, Sharp did not fear U.S. foreign investment. Bothwell,
Drummond, and English, Canada Since 1945, pp. 303-305. For
more information on Gordon, Sharp and the banking sector see
Barry Riddell, Canadian Issues: Economic Nationalism,
(Toronto, 1969), pp. 21-25
" ALE. Safarian, “Benefits and Costs of Forelgn Investment”
in Lawrence H. Officer and Lawrence B. Smith eds. Canadian -
Economic Problems and Policies, (Toronto, 1970), p. 121
> A.E. Safarian, “Benefits and Costs of Foreign
Investment”, p. 121 '

125



F

The Canada Devélopment Corporation was initially envisioned as an economic nationalist
response to encroaching foreign investment. The impetus for the ultimate establishment of the

Canada Development Corpor;uion was the inability of Canadtan investors to undertake many

industrial ventures, leaving these ventures to American corporations and financial interests; CDC™ . -
AN

'soilght to remedy this. CDC was set up to have 2 billion in capital available for -thése projects (2'52)'
million by the t:ederal government and the rest from private investors)>9. In the early 1970s the
Canada Development Corporatibn reflected econoﬁic nationa}ist sentiment in the pu;chase of US.
multinationals and much of the Canadian Aerospace Industry. Canada also establi;ﬂed
PetroCanada, a national petroleum company, in the early 1970560

The Foreign Investment Review Act (FIRA) was brought about with the intention of
reviewing “acquisitions of Canadian firms by foreign entities.” This would be primarily in the areas
of cultural and financial sectors. This act required that a percentage of company directors be
Canadian. It also gave tax incentives and other development incentivesato Canadian firms61.

The overall thrust of FIRA was to ensure that American take-overs of Canadian businesses
as well as new start-ups of ‘American businesses in Canada benefit Canada significantly. This
became perhaps the toughest screen for foreign investment in the industrial world62.

In recent years, American branch plants have exported more capital from Canada in the

form of dividends, interest, royalties, etc. than they have brought in between 1960 and

1967, the net export of capital from plants to subsidiaries was $2 million.63

> R.C. Bellan, Principles of Economics and the Canadian
Economy, p. 37 ‘

Bothwell, Drummond, and English, Canada Since 1945, p.
346
¢l Grant L. Reuber, Canada’s Political Economy, p. 247
62 Grant L. Reuber, Canada’s Political Economy, p. 248
® 1.D. Pal, Canadian Economic Issues: Introductory
Readings, (Toronto, 1971), p. 544
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Canada’s economic policy in this area, especially under Gordon, reflects perhaps the
strongest brand of economic nationalism Canada experiénced during the period of .1930 to 1—970.
The fact that the NDP held the balance of power during this period may be partially responsibié for
the legislative mood that allowed such legislation to evolve. However, with Gordon’s replacement
by Mitchell Sharp, there is a noticeable shift back towards a moderately pro-foreign investment

stance. Arguably, then, this has been Canada’s natural position throughout the time in question64.

Roots 31‘ the Canadian Welfare State Environment

.

-

...the Canadian state established for itself an active profile in social policy to match its traditional
role in economic development. Its adoption of a version of Keynesian economic theory was

Jollowed by continued economic activism in support of stabilization and full employment. '65

-

>

At the roots of the Canadian Welfare State there is a relatively high level of state activism
established early in Canada’s history to ensure that trade and industrialization sewed Canada’s
benefit. Arguably, Canada possessed a stable politiéal tradition in which pragmatic centrist parties
have carried out social and economic policy that did not stray from the nati(;nal policies.. That is to
say, they developed economic and social policy which was activist in nature, but rather basic in
scope and depth, at least relative to the industrial nations of Europe. The existence of strong
* provincial governments provided a moderating check upon the federal gévemment. At tin;es they
foréstalled radical departures into social policy (Unemployment Insurance) on the g‘rounds that it

?
encroached upon provincial jurisdiction. At other times the provinces provided experiments in

® Even the Conservative administration of John Diefenbaker

(1957-1963) did not veer from this path as can be seen by
the Avro Arrow debacle.,

127 ~



‘social legislation (health insurance) that the Federal government adopted once their popularity Was_

ascertained:

L]
&

In exploring the Welfare State environment in Canada the relatioqship between labour and
business was highly signiﬁcan?. The FedgrailProvinc'ial dyn;mﬁc also played a role inl the shaping
of the Welfare State policie; that became part of the Canadian landscape. These fac'tors- worked
both independently aﬁd jointly in the Canadian ;:ontext to produce a stable, if somewhat
unremarkable, Welfare State er;vironment. Canada’s dependence upon trade was a central factor in
the establishment of both the first ahd second Na{ional Policies. Canada’s established role of state

.
activism in economic development from the time of the first National Policy set a precedent for
continued state involvement to ensure that trade and invest;nent served the economic growth and
development of Canada.

One Tory Touch in English Canada which...has been noted by many others, is the far

greater willingness of English-Canadian political and business elite to use the power of the
state for the purpose of developing and controlling the economy.66

The need for Keynesian economics embedded within the Second National Policy as a
stabilising agent was made apparent durir;;‘g the Depression. Because Canada is relatively more
dependent upon other economies as the result of trade, the collapse to the industrial world brought
by the Depression produced a magnified effect upon Canada as their markets dried'up.

. While Canada’s position of structural dependency made Keynesian economics and Welfare
State measures all the more important, Canada’s stable po]itical and social environment provided

legitimacy to this route as common sense. Labour and business, along with government, were able
+

to achieve agreement around the need for the Welfare State. This is partially the product of a

65
66

McBride and Shields, Dismantling a Nation, P. 46

Gad Horowitz, Conservatism, Liberalism, and Socialism in
Canada” in Canadian Journal of Economics and Poljtical
Science, XXXII, No. 2 (May, 1966), p. 150 &
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Canadian labour that perceivéd itself as middle class, and perceived capitalism as a legitimate

- = d

modus opérandi for the Canadian economy57. For their part, business recognised the danger,in not
providing labour with welfare benefits during times of economic-crisis; that being po,tentialv labour
revolt68. Labour, however, did not vote radically different from other economic groups in society'.
“In the 1962 Federal election 38 per -cent of union families voted Liberal, 26 per cent voted.
Conservative ahd 22 per cent voted NDP. This would seem to reflect the m-id\dle ‘class perception
that much of labour held69.

The other important factor to consider in the development of the Canadian Welfare State
environment was federalism, and the federal-provincial split in powers, jurisdiction, and revenue
collection. This would prove to be a major fact(;r in the watering down of Welfare State proposa‘ls.
As previously mentioned the provincial level of government was granted jurisdiction over much of
what would become the social Welfare State. During the Depression in the thirties it became
painfully obvious that the provincial governments did not have the means to finance the social
assistance programs that were needed. The programs proeosed by the’_ Federal government were
seen as more financially sound than the relief measures which had been undertaken by individual
municipalities and provi;,'i;ces. These relief measures were driving many provinces and

municipalities into debt, often to the point of seriously risking their credit rating and jeopardizing

future economic recovery and growth70.

.

For a discussion of the Canadian middle class society see
John Porter, The Vertical Mosaic, (Toronto, 1965)

8 Janine Brodie, The Political Economy of Canadian
Regionalism, p. 149 ' ’

®® Gad Horowitz, Conservatism, Liberalism, and Socialism in
Canada” in Canadian Journal of Economics and Political
Science, XXXII, No. 2 (May, 1966), p. 169 :

"Alvin Finkel, “Origins of the Welfare State in Canada” in
J.M. Bumsted (ed.), Interpreting Canada’s Past: V.II, After
Confederation, (Toronto, 1986), p. 299
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Canada’s Welfare State appears to be very close to the definition of a Welfare State that we

established at the beginning of this chépter. The high degree of political stability; as well as an

established role of state activism with regards to trade, investment, and infrastructure development,

all contribute to an environment in which a range of Welfare State measures gained a foothold. -

However, while the Canadian Welfare State established itself along Keynesian guidelines, it did not

entrench the core objectives of Keynesian economics, as was the case of the more developed

-

Welfare States in Europe. As it was applied by Finance Ministers such as C.D. Howe, Keynesian

economics (within the Second National Policy)was used as a tool to show the Ca%dian economy as
. . ﬁ“i ;}".Gw »

- . . ’ . Q

stable and very attractive to American investment. This all seems to reflect the cdBmplex dynamics

-

of structural dependency upon the United States on the one hand, and broad consensus between

business and labour on the other. A Welfare State like that in Europe would likely neither have ..

been possible or desirable.

ARGENT]NE WELFARE STATE: TI{E LACK OF COiN’SENSUS SOLUTION ‘

The development of the Welfare State in Argentina was somewhat similar to the Welfare
State in Canada, at least with regards to the three target areas mentioned earlier: a large export
market, sustained consumer purchasing power, and widespread pr@ate investment. The export
trade of agricultural products, the domestic market purchasing power, and the public sector are all
areas which expanded and became significant in the period following the 1930s Depression. More
specifically, these areas became important during the nine years in which Juan Perén was the
president of Argentina. Howev;:r, due to the instabi‘lirty and the fragmented nature of the Argentine
polity, there was little in the way of con§isteﬁcy, ‘vis-e‘l-vis economic development models, from one

administration to the next.
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Chan_gihg Economics in a Fragmented Sociéty: Argentina’s Welfare-State Environment o _ f[
= |
Priar to 1930, the Argentine state did not heavily involve itself in directing the economic P,

development of the country, choosing to pursue a laissez-faire route which best served the interests

of the landed elite and their export oriented agricultural products. The onset of the Depression was

the catalyst for an increased state role in the economic development of Argentina, much like other

industrialized and industrializing countries. = - 3 .
¢ |

- The transformation of the state from the promotional bystander of the predepression-era to

the involved manager of economic growth, which had begun cautiously under the

Concordancia, was completed by Peron. With it came a politicization of economic pollcy

makmg that would never again allow authorities to withdraw from their deep involvement

in the regulation of the nation’s economy’1. )

During this period of government-directed economic development and Welfare State

.

L] -

policy, Wynia alse notes two fundamental shortcomings in the-economic policy making of

Argentine governments, particularly the democratically elected ones: “...the very narrow and: 7

partisan character of the country’s dominant political parties”, and “...the lack of institutional }

©

" linkages between interest groups and policy makers”72. The fragmentation that resulted from this
uncooperative aimosphere was not conducive to policy-making that had broad support. A change in
3 5

governmént usually resulted in a substantial change in policy and economic development 3.

»

o+

"Since 1930, the triumph of one party has usually meant discrimination against all others.
Consequently, instead of fostering cooperative solutions to development problems, party
government only.rginforced the cleavages that separated polmcal groups and compounded
the difficulty of securmg compliance with government policy

X

BV N

" Gary Ww. Wxn%a, Argentina in the Postwar Era: Politics and
Econdmic Policy Maklng in a Divided Society (Albuquerque,
1978), p. 75 « L
’> Wynia, Argéntina.in the Postwar Era, pp. 133-134
73 Richard:sp. Mallon and Juan V. Sourrouitle, Economic
Policymakiﬂngn a Conflict Society: The Argentlne Case,
(Cambridge, 1975), pp. 34-35
4 Wynla,lArgentlna in the Postwar Era, p. 134
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, o |
Further aggravating the situation, social and economic interest groups had little rea;\on to
support political demoeracy, because the governing parties excluded these groups from input\\into
\

N : ¢ \
the policy-making process. These groups often supported the military removal of these ele$\ted@

governments /9. ' ‘ \\ .

\

SHIFTING PRIORITIES: RULING COAL]TiONS/CHANGING HEGEMONS \

' Accordmg to Benjamin Most the evolution of the Welfare-State in Argentma can b épk&n o~
down into four periods from 1930 to I97I76 These periods’ C(;r;'espcnd‘m, jthe typis of leadershlp,
and the coalitions of groups that composed this leadership. 1930 to AI943 was the period of
traditional (oligarchic) authéritarian rule. The foreign export sector and export-oriented
industrialists comprised t}Iis ruling coalition. Their publ;c policies were not dissirr;ilg to the ruling
Conservatives’ public policies priof to Yrigoyen; the economic policies, influenced by a laissez-
faire ethos, were focuied on serving the needs of the export sector. This period saw no
redistribution of weélth to labour or the léwer middle classes, no increase in welfare policies, and a
.patronizing labour policy. This period did, however, see a marginally higher level of government
~involvement in the economic development of Argentina via some import substitution
. industrialization, and some minimal use of import tariffs during General José Uriburu’s short

provisional presidency (1930-1932)77. o &

1943 to 1952 has been categorized as a period of populist authoritarian nﬂe. This ruling
coalition \;vas made up of the popular sector (labour and lower middlé clgsses), the military,

|

7

> Wynia, Argentina in the Postwar Era, p. 134

6 Benjamin Most, “#®ithoritarianism and the Growth of the
State in Latin America: An Assessment of Their Impacts on
Argentine Public Policy” in Comparative Political Studies,
Vol. 13 No.2 (July 1980), pp.. 173-203
" Marvin Goldwert, Democracy, Militarism, and Nationalism
in Argentina, 1930-1966 (Austin, 1972), p. 36
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» ; .
domestic industrialists, and domestic.market agricultural producers. The policies of this period

. ) . 3
reflect a rejection of the laissez-faire export-dominated economy that was prominent under the

>
- -

C’onservatives. An economy centred around ISI (light consuher goods) was the central goal in this
period. Policies were designed to support the proliferation of ISI, as well as giving a more
substantive role to the state in’managing the economy. Other policies tended to redistﬁbute wealth )
to labour and the lower middle classes, expanding welfare benefits and 'building thé “organization
and mobilization of labor through inclusionary corporatist coﬁ%({”n.

After 1952 Argentina went through a period in Whiéh there was no dominant, or
hegemonic, coalition. Rule in this period was characterized by inconsistent shifts in policy which
reflected the leadership of different economic and political groups.- During Perdn’s second term of
officesthe military and industrial and aériculfural producers started distancing themselves from
Peron. The rgfoml of the Constitution in 1949, to expand the presidential powers of Peron and to }
allow his future reelection, and the attempted secularizétion of the state, disenchanted the Catholic
church with tﬁe Peron administration. The military was also dissatisfied witﬁ the increaseq power

@

of Peron and feare.d “the possibility of a personalist dictatorship and the Peronization of the
army.’9” The agricultural and industrial producers were conce}ned with the deteriorating state of
the economy;, foreign exchange reserves were being depleted with uneconomical nationali;ations of
tranqurtation, communications, and utilities, and agricultural products were being purchased by the
government monopoly 1API at below-market prices80.

Following Perén’s removal in 1955, Argentina alternated between military regimes and -

weak civilian administrations. This is reflected in the 185 personnel changes within Argentine

’® Most, “Authoritarianism and the Growth of the State in’
Latin America”, p. 175 ’
"% paul Lewis, The Crisis of Argentine Capitalism, p. 220

-
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cabinets duﬁng this time, as compared to the 77 changesh in cabinet personnel in the previous 14
years81.

1966 to 1973 corresponds to the period of bureaucratic-authoritarian rule. So;he military,
foreign capital, technocrats, and large domestic in&usfrialists comprised this ruling coalition. Their
focus for the economy was upon capital goods and cénsurher durables. Besides the promotion of

- . u
this form of ISI and the faising of investment capital to support it, policies during this period were
intended to stop the redistribution “of wealth to labour and the lower middle classes, as well as
reverse welfare benefits. Demobilizing and excluding labour (economically and politically) was
another policy objective of this period.

Economic development in Argentina, and Welfare State development, reflect this lack of
continuity within Argentine government. Unlike Canada, the econom?c groups in Argentina could
not achieve consensus on the path of economic development, be it inward looking import
substitution industrialization, or outward looking laissez-faire export policies. There was no

“common sense solution” like the second national policy in Canada. What did the Argentine

Welfare State look like in its various manifestations?

THE FRAGMENTATION OF GROUPS AND THE MILITARY AS A POLITICAL ACTOR

The Argentine Welfare State en:/ironment was affected structurally by the divided nature
of the major groups within Argentine society: specifically, the divisions within the military, labour,
agricultural producers, and industtial manufacturers. These divisibns within the gro?s, as well as

between the groups, made for great difficulties in achieving consensus, or broad support, for any

89" Robert Alexander, Labor Relations in Argentina, Brazil,

and Chile, pp. 142-143, and Paul Lewis, The Crisis of
Argentine Capitalism, p. 193

®I Most, “Authoritarianism and the Growth of the State in
Latin America”, p. 185 ‘
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model of economic .and Welfare State development. Two groups in particular, military and labour,
became especially powerful in aeciding the fates of most Argentine governments after 1930. These
two actors would become the main combatants for powér and control iltl the direction of Argentiné
economic and Welfare State development after Perén’s overthroyv in 1955.

Peréon mobilized and politicized organized labour in a way which no subsequent
'govemment céuld ignorégz. Prior to 1943 and the arrival (;f Perdn Iaboun.' was demoralized and
largely devoid of identity. -

While unions felt isolated from the political system, workers felt excluded from the society

as a whole. The dominant mores were those of the middle and upper classes...in Argentine
society, it was not acceptable to be a worker83.

Between 1943 and 1955 organized labour was coopted into government. At first Per6n N
simpI.y enforced existing labour legislation, something that had not been done before84. Peron, asb
Secretary 6f Labour (l§43-l946), worked with the central body for organized labour in Argentina
(CGT)to giye them independence and a voice equal to other important interest groups. At the same
time he discredited socialists and communists, the traditional partie§ associated with labour and the
left85. The fesult is that this empowere\d organized labour became persona"y attached to Perén86.
This body of support would propel Perén to the l;residency in\ 1946. From October 1945 to the

elections in 1946 Peron made the transition from military minister to democratic populist politician.

Labour rallfd behind him in October 1945 when he was imprisoned by conservative and liberal

-

8\%Joel Horowitz, Argentine Unions, the State & the Rise of
erén, 1930-1945 (Berkeley, 1990), p. 2
°3 Joel Horowitz, -p. 2
8 pavid Tamarin, The Argentine Labor Movement, 1930-1945: A
Study in the Origins of Peronism, (Albuquerque, 1985), pp.
186-187
¥ Paul Lewis, The Crisis of Argentine Capitalism, pp. 76-78
8¢ carlos Waisman, Modernization and the Working Class, ,
(Austin, 1982), pp. 62-64 ‘ ' i
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A\ , .
forces. Upon his subsequent release ﬁ\erén retired from the military and declared his intention to run -

for President under the newly created Labour Party banner87.

As President, Perén continued to cultivate the attachment to org;inized labour, giving them
material benefits as well as substantial power within the govemnment. Perén began a social security
program that, by 1951, coveted approximately 70 percent of the wquing population88. The 1949
constitufion entrenched several rights for labo(ur such-as security, ﬁnéncial reward, and working
conditions89. In some fashion, these rights 1!supe'rseded private property, capital, and natural
resources, which were “subject to the national interest.9Q”

After the removal of Perén, labour continued to maintain its bower and solidified its
identity around a “popular nationalism” that Samuel Baily speaks about?|. Essentially this identity
was labour as a nation92.

The military ca;ne to its governing role through its politicization by ‘the Radicalr
government, but it was the process of professionalization (1880-1916) that had given the military

«...the leadership as well as the guns to define political change, should presidentialism falter93.”

Prior to Yrigoyen and the Radicals, military officers that had positions of command were prohibited

>

2

¥ Juan E. Corradi, The Fitful Republic: Economy, Society,

and Politics in Argentina, (Boulder, 1985),. pp. 60-61
°® Paul Lewis, The Crisis of Argentine Capitalism, pp. 98-
101
89 Robert Alexander, Labor Relations in Argentina, Brazil,
and Chile, pp. 200-201 )
Paul Lewis, The Crisis of Argentine Capitalism, p. 101
Samuel L. Baily, Labor, Nationalism, and Politics in
Argentina (New Brunswick, New Jersey, 1967), p. 5

For further discussion about the Argentire labour
movement see also David Tamarin, The Argentine Labour
Movement, 1930-1945: A Study in the Origins of Peronism
(Albugquerque, 1985)

Marvin Goldwert, Democracy, Militarism, and Nationalism
in Argentina, 1930-1966: an Interpretation (Austin, 1972),
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from becoming directly ;)r indirectly involved in politic594. Yrigoyen politicizéd the milit,ary by
using them for internal policing, intervening in provinces and replacing thé gévemqrs with \Rad;ical
ofﬁciials95. These actions removed the military from their isolateci professional position. Military
officers who had strong Radical sympathies cowdd benefit from promotions because of that
allegiance.

Marvin Goldwert cites two factors that expanded the Anny’“s influence: a lack of political

consensus, and a strong presideﬁtialism and weakness of other governmental in§titution596.
Political consensus was absent as the Radicals, representing the middle class, waged war against the
oligarchy. “...neither the Radicals nor the liberal nationalist oligarchy adhered to the tradition of an
apolitical army97.”
':I“ his can be seen upon examination 'of the three successful military coups in l930,—l943,
and 1955. The military cou;; in 1930 was conducted by a minorit}: of the officer corps., and was a
result of the growing discontent with the corruption of the govémment, and the misuse of the
military for partisan politics98. Yrigoyen had only a minority of support in fhe military. The large
majority of the population was apathetic towards the Radical govemrﬁent and its fate99.

In 1943, there was once again a high level of military discontent with the government for

its exploitation of the military for partisan purposes.

* Robert A. Potash, The Army & Politics in Argentina, 1928-

1945: Yrigoyen to Perdn (Stanford, 1969), p. 9
> Robert A. Potash, The Army & Politics in Argentina, 1928-
1945, p. 10

Marvin Goldwert, Democracy, Militarism, and Nationalism
in Argentina, p. 4
’" Marvin Goldwert, p. 4
% Robert A. Potash, The Army & Politics in Argentina, 1928-
1945: Yrigoyen to Perédn, (Stanford, 1969), pp. 50-54
”> For more on the background of the 1930 military coup see
Marvin Goldwert, Democracy, Militarism, and Nationalism in

Argentina, pp. 28-29

137




-

The roots of this process may be readily traced to institutional, political, and 1deolog|cal
considerations that together were creating a receptive attitude to the idea of mllltary
nnervennon 100

A high level of fraud and corruption in the Conservative government bred a high level of
discontent 101,

The 1955 coup came in a time of econemic malaise, church disconte;lt with Perén’s
increasing power and his attempts towards the seculanzatlon of the statc and military discontent
with Perén’ increasing power102 These groups were able to focus on Perén’s agreement with
SmMMdmhﬁCmmmhmemmMOﬂmmmwsmAgmmmmlTMsmmMQMﬂquMmm
menopoly of the YPF, the state oil agency, and incensed nationalist sentiment. Like in the previous
two‘ cases, the military was seen as a remedy to elected gpvemments that no longerk held support
amongst powerful groups, such as the milita:y, industrial and agricultural producer;, the chureh,
etc. There was no adequate ruling coalition, or consensus, and the population at large was

disaffected and apathetic towards the elected governments’ removal 04,
Periods of the Argentine Welfare State

(TO 1930): OLIGARCHY OF THE LANDED ELITE

199 Robert A. Potash, The Army & Politics in Argentina, 1928-
1945, pp. 182-183

Marvin Goldwert, Democracy, Militarism, and Nationalism
in Argentina, pp. 182-183 '
%% Robert A Potash, The Army & Politics in Argentina, 1945-
1962: Perdn to Frondizi, (Stanford, 1980), pp. 170-172
7% Robert A Potash, The Army & Politics .in Argentina, 1945- ,
1962, p. 178

For more on the background to the 1955 coup see Marv1n
Goldwert, Democracy, Militarism, and Nationalism in

Argentina, pp. 134-138
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The péﬁod of economic development and Welfare ﬂSt;lte evolution in Argenti'na prior to \‘
1930 is one largely dominated by the landed elite105. This oligarchy ruled through electoral fraud
and a general disregard for the 1853 constitution. The approach that the oligarchy took towards
economic developm;ﬁt was one of strict laissez-faire, conducive to the export trade of Argentine
agro-pecuarian products106. There was no system of protective tariffs similar't‘c; Canada’s to
encourage domestic industry. Furthermore, there was no real government direction around the
establishment of infrastructure, which Lewis refers to as social overhead capital 107,

The result of this distinct Iaf:k of government involvement in the development of the
economy was a substantial measure of foreign control. With regards to ‘inf’rastructure, British
interests were predominant in transpbrtation (railways), and banking108. In terms of involvement
in industry, the Argehtine government hovered at about 10%. This export oriented economic
strategy had peripheralized Argentine industria'lization i.n importance! 09, Much of the existing
foreign-owned industry was rc;.lated to Argentine primary production and revolved around the
processing and export of Argentine agro-pecuarian products (i.e. meat-packing industries)! 10.

This laissez-faire strategy continued with the election of the Radicals in 1916. Politically,

the election of the Radicals signified a shift from the oligarchy to a broad mass movement, based on

195 Juan E. Corradi, The Fitful Republic: Economy, Society,

and Politics in Argentina (Boulder, 1985), p. 23

'%* Peter H.Smith, Argentina and the Failure of Democracy:

Conflict among Political Elites, 1904-1955 (Madison, 1974),
. 5

197 paul H. Lewis, The Crisis of Argentine Capitalism,
(Chapel Hill, 1990), pp. 24-25

108 paul H. Lewis, p. 25

0% paul H. Lewts, pp.. 79-80

119 peter H. Smith, Argentina and the Failure of Democracy,
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the growing mid'dle-classesl M This populist form of government was cibrcur‘nscribed in its activity 7
by the power and influence which the oligarchy still held. Amongst the mechanisms which the
oligarchy still had at its disposal were the Senate and segmemé of the military! 12, The Radicals did
not undertake major changes with regards to the economic development directions of Argentina.
There was still a focus on free trade and the status quo amongst the Radical administrations,
-comppsed of industrialists, landowners, and some middle class elements.

Both Radical Presidents, Yrigoyen and Marcelo T: de Alvear were landowners and
members of the Rural Society (SRA), and therefore their own personal position was not unlike that
of the oligarchy! 13. Government involvement in industry remained at about 10% throughout the
Radicals’ governments. For the most part it appears the Radicals maintained the status quo vis-a-vis
a laissez-faire approach to free trade!l14. Perhaps the most substantial shift in the pattern of
economic development was from foreign based investment in industry towards more domestic
based investment in industry. This was at least partially the result of the war, in which foreign
interests withdrew their capitai from Argentina to invest in war business!!3 Talk of economic
nationalism and Welfare Statétmeasures ipcreased with the election of Yrigoyen to his secondA

Presidential term in 1928. However, the declining economic position, increasing government

11 Marvin Goldwert, Democracy, Militarism, and Nationalism

in Argentina, 1930-1966: An Interpretation (Austin 1972), p.

XV
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Marvin Goldwert, p. 11

113 paul H. Lewis, The’Crisis of Argentine Capitalism, p. 84
Another source that.mentions Alvear and his linkages to the
aristocracy 1is Juan Corradi, The Fitful Republic, p. 36

114 For more discussion about the Radical administrations in
the 1916-1930 period see Peter G. Snow, Argentine
Radicalism: The History and Doctrine of the Radical Civic
Union, (Iowa City, 1965), pp. 31-45
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corruption as well as Yrigoyen’s own senility, rendered the govex‘m%ent immobile, leaﬁng it ripe

- L Y

for the military coup that would overthrow it in 1930116,

(1930-1943): THE OLIGARCHY AND THE MILITARY

Economic deyelopment and Welfare State growtﬁ between 1930 and 1943 reflect some
competing dynamics. One dynamic is the split within the military elites who removed the Radicals
in 1930. Integral nationalism and Liberal natiénalism were the two competing factions! 17, The
other dynamic was between p;otection of the export market, and state activism in ISI and public.
works projects.

General José Uriburu, who first assuméd control as President (1930-1932), was a .
proponent of integral nationalism similar to Fascism in Italy under Mussolinil 18. He sought to.
safeguard national resources through increases in tariffs and other protgctive measures! 19.
Furthermore, Uriburu sought to establish corporate structures to organize various economic groﬁps

like labour and industries!20. The underlying ethos of Integral nationalism would appear to be the

development of a strong independent industrial state that is, as a result, militarily prepared121.

L3

116 Marvin Goldwert, Democracy, Militarism, and Nationalism,

pp.. 21-22

117 Integral Nationalism is similar to the Fascist states in
Europe in the 1920s and 1930s. There is a strong emphasis on
industrial autarchy, and state-driven industry for military
preparedness. Liberal Nationalism was much like the
traditional Argentine conservatism. It focussed on the
important trade rélationships for Argentine agro-pecuarian
products. There was much less focus on state-driven -
industrialization or nationalist protectionism of existing
industry.

118 Marvin Goldwert, Democracy, Militarism, and Nationalism
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2 Marvin Goldwert, p. 36

120 Marvin Goldwert, p. 24

121 For more discussion on the nationalist differences that
existed between Uriburu’s faction and Agustin Justo’s
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The Liberal nationalist faction was represented by General Agustin Justo, who was elected
President through fraudulent elections in 1931..This was essentially a return to the dominance of

the oligarchy. The thrust of economic development for these governments was to undertake

-

measures to secure its export markets at all costs!22. This objective was more important than the

3

' cherished laissez-faire free trade. The Roca-Runciman treaty (1933) was a key component in the

X,

“

economic development of Argentina, which sought to protect the level of exports to Britain by
“offering concessions, thro'llgh pricing and imports of British goods!23. At the sa/r'né‘ time, as part of
the treaty, Argentina established its first Central Bank. This allowed for central control over credit
and monetary‘ policy124.

Because of the collapse in trade that resulted from the Depression , incremental stop-gap
measures were taken in Import Substitution lndustrialization to provide Argentines with the needed
consumer goods that they could not afford t;)& import! 25, Between 1929 and 19387imports, as a
share of the total supply of goods, dfo;;ped from 52.9% to 34.9%126_ This IS reflected the lack of
long-term planning on the part of the Concordancia; these industries were small, labour intensive,
and ppssesseg little and/or datgd capital/technolog&. They were dependent upon the government for
survival 127, The’ government did manage to induqe an increase .in the number of foreign‘

subsidiaries in Argentina through the imposition of import disincentives. In some cases this did not

faction see Robert A. Potash, The Army & Politics in
Argentina, 1928-1945, pp. 59-63

*“¢ Gary Wynia, Argentina: Illusions and Realities (New York,
1986), p. 37
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127 Paul H. Lewis, p. 38

\
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increasé the amount of capitalization in Argentina, as the foreign companies wauld 'simplyl purchase
-existing facilitieslzs. 4 | | |
Finally, the governments during this period took measures to reduce unemployment
through public works projects such as road-building and military facilities!29. However, this wés
inconsistent, due to a decrease in public expenditures ﬁoh 1930 to 1934, and then an 86% increase
in-public expenditures from 1935 to 1942130 These measutes were a lower priority than serving
the British export market, reflected in the cessation of highway construction because this would be
competition for the British owned ;ailways 1'3 I, During this period, these policies reflected the very
narrow scope which economic development served. The short term goals of the oligarchy and their

export trade relationship with Britain were paramount, even if it meant working against fellow

Argentine economic interests }32,

(1943-1952): PERON AND THE POPULAR SECTOR

The three years prior .to Peron’s presidency provide foreshadowing to the direction of the
Welfare State during his presidency. As the secretary of labour, commencing in 1943, Perén Had
the responsibility over much of the existing Welfare State. This included public health and welfare,
the national i)Ension fund, and public housing!33. Rather than the immediate creation pf any
Welfare State legislation, Peron merely enforced the existing labolur legislation. Such things as the
forty hour work week, minimum wage, workmen's compensation: medical insurance, severance,

and paid holidays were largely neglected by employers prior to Peron's assumption of the labour

128 paul H. Lewis, p. 51

Marvin Goldwert, Démocracy, Militarism, and Nationalism,
49

Gary Wynia, Argentina in the Postwar Era, p. 34

Paul H. Lewis, The Crisis of Argentine Capitalism, p. 86
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Paul H. Lewis, [The Crisis of Argentine Capitalism, p. 140.
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post. In addition to the enforcement of existing Iegis]ation, Perén extended all of these benefits to “
unskilled labour as welil34, By 1944 Pefén was Secretary of La%our, Minister of War, and Vice-
President, and reczgnised the importance of building alliances with labour135.

"More important than these material benefits, Peron gave labour the respect and the power

that it longed for. Through alliances with the various leaderships, and inclusion of labour into the

-
4

political process, as well as other intangibles, Peron buiflt a base of support which Would serve him
well in obtaining the presidency. Moreover, it would be the first stage in the co-optation of Iab;)ur',
specifically organize‘:; industrial labour!36. Out of this arose the labour syndica?e, a key component
of Perén's‘Syndicalist structure. The unions were structured under the Géneral Confederation of
Labour (CGT), which Pgrén re-established under government control137. Only those unions )
recognisgd by the C(;vT could negotiate contractsl38'. This was implemented through the Law of
Professional*Associations, introduced in 1945, requiring unions to negotiate the recognition of thé
Secretariat of Labour!39.

-As Secretary of Labour Perdn also built relations with rural labour. The Statute of the Peon,

introduced in November of 1944, included a minimum wage, along with other fringe benefits such

134paul H. Lewis, p. 140

135 Samuel L. Baily, Labor, Nationalism, and Politics in
Argentina (New Brunswick, New Jersey, 1967), p.77

135 T . . . . . *
Paul H. Lewis, The Crisis of Argentine Capitalism, p. 141
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138 Robert J. Alexander, Labor Relations in Argentina,
Brazil, and Chile, (New York, 1962), pp. 173-175 .
*Paul H. Lewis, The Crisis of Argentine Capitalism, p. 141.
For more discussion about Perédén’s relationship with the CGT
during his time as Secretary of Labour, see Joel Horowitz,
Argentine Unions, the State & the Rise of Perdn, 1930-1945
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as the provision of housing, medical services, ¢lothing, and food 140: In addition to this job ‘secutfity .

[

and severance components were included. Commissions were developed to enforce these laws, and
R . ; Pooe

rural labour unions were encouraged to develop through the CGT141,

During the first years of Perén's presidency, as well as the three years preceding it, in

. : ]
which Perén was Labour Secretary, real income increased for labour. Between 1943 and 1946, gireal
income increased 7 per cent!42. In the first five years of Peron's presidency the real income of

labour increased by more than 30 per cent!43. In accomplishing this Perén increased the dorﬁ(fcstic

purchasing power of that sector of the population most likely to make up the domestic market for

e

Argentine goods, thus fulfilling one of the objectives of tl;e Welfare St;te‘.
Perén also developed measures to assist the lowest classes in'Argentine society. The Eva
Peron So;:ial Aid Foundation was a highly pers§nalistic structure built around the President’s wife, ‘
Eva Peron. This foundation was invol\"ed in "building schools, clinics, orphanages, and oldfage '
homes, and in diStrilg(liting foc;d, money, medicine, and clothés to the very poor,..."144. Funds for

this foundation came from labour and business, as well as from the national lottery. In additidn to

this, rent freezes provided low cost housing for the lowest classes!45.
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The revised const’ftution in 1949 included the entrenchment of many of Peron's

developments with regards to the Welfare State. Included- in. the constitution were such items as -
pensions, health ir;surance, maternity bé;leﬂts, Jjob security, safe wérking conditions, training, and

social security!46. In all, th”e standard of Ii\;ing increased rather dramatically for m;)st Argentines

during the preS|dency of Perén, and his previous ye;crrs as Labour Secretary This is most clearly

reﬂeeted in the increased domestic consumptlon levels during this period147.

As we have mentioned earlier, the conception of the Welfare State shquld also include
some aspect of public goods, or publié enterprise; thé»‘WeIf@re State usually includes §ome level of
government involvement in the economic activity of the state. Under Perén the government in
Argentina became increasingly involved in the export trade in agricultural products. The Argehtine
Institute for the Promotion of Trade (IAPI), wﬁich was created in 1946, became the state buying
and trading monopoly. The profits from this venture went into importing capital for Argentine
industrialization148. IAPI's power was unparalleled With“Fggards to a hegemonic control of the
export trade, something very crucial to the Argéntine economy149.

In addition to the establishment of IAPI, the government expanded the scope and depth of
the public sector. Through nationalizations (with indemnizations) the Argentine government

established ownership in the energy sectors, as well as in the transportation infrastructure. Gas del

Estado was purchased by the state to go along with the state oil company YPF. Subway lines and

epaul H. Lewis, p. 163

~'*’Paul H. Lewis, pp.. 188-189

148pobert J. Alexander, Labor Relations in Argentina, Brazil,
and Chile, pp. 142-143. Also see Paul H. Lewis, The Crisis of
Argentine Capitalism, pp.. 159-160 .

"% For more discussion IAPI see Robert Potash, The Army &

Politics in Argentina, 1945-1962, pp. 61-62
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railways were purchased from the British to go along with the establishment of a merchant marine,

to consolidate the state in the transportation structure 150,

«  Much of this economic activity by the state appears to be related.to'the export market, vis-
a-vis the infrastructure required to eXport Argentine agro-pecuarian products. Control over this very
impoftant sourcc‘ of income seems to have been crucial to Perén. In addition to this, the
government's economic activities appear to have had the motive, at least in part, of assisting Import
Substituting Industrialization. The public investment in the infrastliuf:ture, as well as some‘ of the
import and trade activities of IAPI, were beneficial to ISI. The overall thrust of this period would

seem to be something of a pendulum swing away from economic liberalism and export-oriented

free-trade towards an internally driven economic nationalism and protectionism.

-
-

( f952-l966): CRISIS OF HEGEMONIC PROPORTIONS .

This period in Argentine economic develppment and Welfare State d_evelopment represents
a time of a non-dominant coalition of polifical and economic actofs and, consequently, no dominantl
model of economic development. Thrc;ughout this period the two most powerful actors were the
military, who either directly ruled, or _established the parameters for the elected governments, and
labour, who affected the fate of every administration in this period. This period of high political and
economic instabixlity started with Peron’s second term of office as President. {

The thrust of Perén’s econoﬁ\ic development direction during this period was to reverse the
;)oor economic position Argentina had been put in because of what happened during his first term.
Increased domestic demand, due to higher incomes in the popﬁlar sectors, had consumed much of

Argentina’s agro-pecuarian production, leaving much less for export. The result was decreased

export incomes which could not pay for the imports needed to continue Peron’s plans of

'*%Paul Lewis, The Crisis of Argentine Capitalism, p. 50
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industrialization. In 1952 Pef?n introduced the Emergeﬁcy Econorriic Plan.” This plan sought to
: 1

achieve a trade balance, and included a freeze on wages, price A?abilit'y, various govemment“

controls, and cuts in ;;ublic “expenditures] 51, "I:he» plan failed, hovi}rever,‘ to add;ess the biggér k

economic problems which were the accelerating decapitalization ofighe private sector, and the
3 ¢ ’ B

declining quality of the economic ir;frasn:u'cturel 52~

It would seem that much of what Peron had sought to achieve through economic
nationalism and ngfare State development had been reversed in his second Ferm either fiirecfly,
through welfare 'a;ld income redistribution retrenchment, or indirectly as a result of Argentina’s
de;clining economic position (decapitalization an;1 deteriorating infrastructure). It was the
unravelling of ‘Perévn’s coalition of support that put an end to his regime. Im&ortant and substantial

components of the military, and the church, had begun to side with the conservatives against Peron,

and pushed for his removall53. .

'General Pedro Aramburu (1955-1958) looked to the economic policies df the 1930s to
design his own economic policy, and in so doing represented. the interests of conservatives, rural,
foreigp, and financial sectors! 54; 'DuriAné his ténure as provisional President Aramburu eliminated

1 Pl, the state trading monopoly, and began rﬁeasures to redistribute income from the popular
sectors back to rural producers and investors. Much of Arambum’s plan was based on the
recommendations of Ratil Prebisch’s 1955 plan!55. The direction was to be one between the pure

laissez-faire . export &iven economy and.the statist-nationalist economic planning done under

151
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Peréni In following thi; path Aramburu regognised the impo@nce of industry in Argentiha. So, he |

did not gain the full support of the Rural Society and the landéd elite, who wér‘e Iexp‘e;t'ing to be

restored to the position of dominance t;at they had enjoyed prid; to Perén!36. Labour was in a

more unfavourable position than other econ‘omic groups as Aramburu tried to extricaté the i’éronist

elements from the CGT, thr‘ough repression and intervention!37. , .
.

Arturo Frondizi (1958-1962) won the 1958 presidential elections because he had se;umd
the electoral support of the Peronists who were not allowed to ruﬁ. Once in office Frondizi found
that he was unable to fulfil most of his _promises to Peroﬁist labour who had backed him!58. The
military was an ever present silent par;nér who set parameters which circumscribed the actions of
Frondizi’s govemment? The CGT labour structure was not fully legalized as had been promised,
and the military forced Frondizi to adhere to the International Monetary Fund (IMF) stabilization
plfm1 59. The effects of these actions were to restrict the mobility of organized labour as a political
actor, and to redistribute income from these popular sectors to the rural agricultural producers and
entrepreneurs | 60.

-

The thrust of Frondizi’s economic development plan for Argentina was to chart a path

@

away from Perén’s heavily nationalistic inward-looking approach to industrialization and

infrastructure. Increased domestic demand and public finance had not produced enough to

N

adequately finance heavy industrialization and infrastructure. Only foreign investment would

> \\ /
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. achieve these goals and move Argentina towards the economic independence that would not be

achieved by heavily relying upon the foreign export of agricultural products161.

This policy of economic development resulted in great-increases in the output f

petroleum, chemical, and pharmaceutical production, as well as the introduction of Argentina’s first

»

integrated steel complex. Many public facilities were improved, and the National Planning Agency
was introduced in 1961 to “include economic and social groups in discussion of plan design and
implementation”162. This did not extend to long-term plan development.

Frondizi was removed by the military because he-had been unable to prevent Peronism and

organized labour refnaining as a political threat. Frondizi was unable to bring organized labour

onside. Regardless of his achievements in industrializing Argentina, Frondizi’s government
collapsed because he was not able to solve the divisions within the country, and he could not
effectively inclide important economic ,and political groups into the long-term economic

development planning of Argentinal63,

Arturo lllia (1963-1966) faced many of the same difficulties as Frondizi with regards to
solving the divisions within Argentina. Illia’s government lacked [egitiniacy for similar reasons to
Frondizi: he had received only a plurality of votes in an election in which the Peronists were again

excluded. His attempts to gather the support of labour would, like Frondizi, meet with failure. Illia

160 peter Snow, Argentine Radicalism: The History and
Doctrine of the Radical Civic Union,’(Iowa City, 1965), p.
84

'l wynia, Argentina in the Postwar Era, pp.. 89,108. Juan
Corradi, The Fitful Republic, pp.. 76-77,, also discusses the
importance ofjforeign investment to Frondizi’s plans of
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would respond by repressing organized labour, and limiting their political freedom and

-
- »

mobility 164, However, it was organized labour’s rejection of Illia for Peronism in legislative

Ed

elections that would eventually result in His removal by the m{litary. .

The path to economic development that [llia followed was decidedly incrementalist, aﬂd it
was not until after his first year that an economic plén was in place. Hlia’s pl;an was a \rﬁore
gradualist veﬁion of Perén’s nationalist plan for economic development. The plan was the result of
the Economic Commission for Latin America (ECLA) structuralist influences vis-a-vis rural and
industrial modernisation, and Keynesian principles!65. The state was to take an activist rolé in
‘stimulating economic expansion and full employment (to this effect the contracts with foreign
petroleum companies were annulled)166, This economic planning was carried on to the exclusion
of: all economic and social groups outside of the Radical pa;rty, and the National Planniﬁg Agen;:y

was not used during Illia’s administration!67. As a resglt there was no support for the government

when Illia was removed by the military in 1966168

losses to the Peronists. See Wynia, Argentina: Illusions and
Realities, p. 129, and Corradi, p. 77
T8 Wynia, Argentina in the Postwar Era, pp. 128-129
15 ECLA was a commission within the Economic and Social
Council of the United Nations.
“In creating the Economic Commission for Latin America,
the Economic and Social Council stated that one of its
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United Nations, The Economic Development of Latin America
and its Principle Problems, (New York, 1950), p. V '
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17 Wynia, Argentina in the Postwar Era, p. 119
18 For more discussion on Illia’s nationalistic economic <
planning and development see Paul H. Lewis, The Crisis of
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This whole period reflects a highly inconsistent series of phages in which there could be no

-

long-term planning of economic or social policy.
(1966-1973): BUREAUCRATIC AUTHORITARIANISM

The military coup by General Juz;n Carlos Ongania (1966-1970) wa; different in that the
military were not provisionally ruling the country until the next election could be held. Ong:f%;’iia
was determined to ruIé in a firm authoritarian way fo allow Argentina to economicilly reestat;lish
itself. |

The central thrust of Onga;u’a and his brand of bureaucratic'—authoritarianism was to direct
the economic development of the country via qualified government officials unhindered by politics,
political‘structures, and social conflicts. Other groups would be repressed firmly fo prevent any
challenges to this plan for economic deve:Iopmentl69. It sought to complete the process of heavy
industrializatién through foreign investment, specifically multinationél corporations! 70,
Consequently, Ongania redistributed income from the popular sectors to these foreign interesth .
through wage freezes, substantial currency devaluation, higher export taxes on agro-p.ecuarian
products, and reduced import tariffs171.

Ongania’s success in pursuing his economic development objectives was the result of his
repression and exclusion of organgf'zed labour! 72, In addition to freezing wages and suspending

. - ]
collective bargaining, Ongania played factions within labour off each other to prevent an unified

7169
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For a discussion about Ongania’s pursuit of foreign
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further discussion’ of Ongani&’s Bureaucratic-Authoritarian
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72 Wynia, Argentina: Illusions and Realities, p. 96

152




attack by the CGT. Labour was iiemqralized173. Lat;our would be Ong;qhia’s dow'nfall,viwh‘en they |
j<;ined a student protest in Cordoba in 1969, in \;(hat was known as the Cordobazo! 74, They |
achieved a successful violent protest that undermined the govemment’s position. Ongania’s

response to this crisis was to shake up his economic ‘team in the hopes of restoring confidence, but
the opposite was the result! 73, Other powerful segments of the military pushed Ongania aside and

embarked on a period of transition to elections in 1973, elections that would include organized-

labour and the Peronists.

Roots of the Argel;ﬁne Welfare State Enviromﬁent

There are two components at the roots of the Welfare State environment in Argentina. The
first is a lack of political stability, .articulated through the inability to achieve consensus on
economic and social policy, as well as the political role of the rﬁilitary. The second is the high ‘lgvel
of structural dependency, brought about by a tradition of fréq»trac;e with little government support,
or activism, for domestic industry and an absence of économic nationalism in the early
Conservative governments.

N The landed elite and the popular sectors were unable to find common ground ‘prior to and
during the reign of Juan ‘Pe'rén. The landed elite were inflexible in their pursuit of an economic
policy designed to benefit landowners and agricultural producers, and foreign industrial interests
and investment. The losers were aspiring domestic industrial producers and the popﬁlar sectors,

who were denied the social and economic policy and programs that were finding their way into the

indwmstrial societies of Europe and North America.

173
174
175

Wynia, Argentina in the Postwar Era, p. 185

Juan Corradi, The Fitful Republic, p. 92

Wynia, Argentina in the Postwar Era, pp. 186-187
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In Peron, these groups found a champion for their goals. The landed elite were notably -

absent from Perén’s ruling coalition, which promoted economic and social policies which were
anathema to the landowners. ' {

Y

Following the regime of Peron, there was no gdnsensus on how io _pursue économfc
—development! 76, The split between econdmic libials and ‘economiq,‘ nationalists persisted.
- Economic interest groups and other pqlitical parties (than the one elected) were excluded from the
policy process!77. These fa&ors led to widely changiné economic deVelqpment approaches, much
like the Ministers ofe Economy that rigidly adhe_red‘to, and represented, these different ecoﬁomic
‘development models. These ministers rigidly adhered to the theory underlying their economic plan, -

S

leaving no room for modifications to their pdlicies, which would compromise the theory!78. They
- “feared the re;ult (of li;tening to different economic interest groups) would be a patchwork of
special interest legislation rather than an inteérated approach to the country’s problems.”179 This
exclusion of pressure groups made achieving consensus on any of these economic plans very
difficult. Moreover, these pressufe groups felt no obligation to adhere to the economic policies laid
out in these plans.
The 18 year»period after Peron’s overthrow provides a good case to observe the effects of
Argentina’s political stability (1955-1973)180: |
...in that time eight men occupied the Casa Rosada (President’s seat of power): three

civilians and five military officers. Six came to office through coups and five left for the
same reason. Neither of the two elected presidents finished his term. For about eleven of

17®paul Lewis, The Crisis of Argentine Capitalism, p. 247

177 Richard D. Mallon and Juan V. Sourrouille, Economic
Policymaking in a Conflict Society, pp. 34-35-

*"Paul Lewis, The Crisis of Argentine Capitalism, p. 249
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180 For more about the dynamics and instabilities of the
ruling coalitions after Perdn see Benjamin Most,
“Authoritarianism and the Growth of the State in Latin
America: An Assessment of Their Impacts on Argentine Public
Policy”, pp. 173-203
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thpse eighteen years Argentina was under military rule, either open or disguised. Violence o
also thwarted all attempts to solve Argentina’s economic problems. In those eighteen years
some eighteen different men were brought into the government to formulate an economic -
program, and three of them served twice. So, while there was no shortage of eccmomlc
talent, no one could stay in office long enough to be effective.!81

Tables 3.4 and 3.5 (p. 99) provide further evidence to-the high degree of political volatility,

conflict, and turnover, in Argentiné, especially to the relatively more stable Canada.

Argentina’s structural dependency worked against its goals of a nationally drlven proceés
of heavy industrialization. Argentine dependence onn Britain for exports of their agricultura-
products, and depéndence upon the U.S. for imports of capital goods and inputs for
industrialization, left it vulnerable. Perdn’s plans for internally driven heavy industrialization were
unacceptable to the U.S., and unworkable with Britain and the inconvértible pound. Furthermore,
the internally driven expansion of the economy, often through increasing domestic demand, led to
shrinking exports and Shrinking income available for imports of industrial inputs. Argentine

4

“supplies of foreign exchange were further depleted by the nationalization with indemnization of

British owned Argentine infrastructure. The results were that Perén was forced to reverse his
economic policy in his second term as President. Argentina had to economically contract, through
the reduction of public expenditures, and the distribution of income away from the public sectors to
investors.

There appears to be an absolute lack of consistency in économic and social policy
throughout the period this thesis focuses upon (1930-1970), highlighted by pendulum swings

[4

between free trade and foreign investment-driven industrialization on the one{hand, and economic

4

nationalism, social welfare, and Import Substitution Industrialization on thé%‘;: Ruling coalitions

in Argentina were fluid and changing, and there seems to have been an mability to include, or

v 2 7

181

Paul Lewis, The Crisis of Mrrpentine Capitalism, p. 248
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reflected these dynamics. 7

o

respond ‘to, interest groups that were not part of the.ruling coaliti;),ni; Aggravating this lack of‘
consensus-building was an absenc}:‘e of a strong democratic tradition' and a powerful, profess‘idnal,
and independent military that became a tool of p};ljtical change.

In a sense, civiljan politiciané opened the door to military involvement by ébusiﬁg that

institution for partisan political reasons. However, once this door was opened it could not then be

d 3
-

closed, and these civilian politicians could not remove the military presence,.and influence, from

Argentine government, The combination of a professional military institution, disdainful towards

3 -

civilian politicians and democratic processes and structures, and a general population indifferent
towards the removal of democratically elected governments to which they felt no attachment, made
» .

for an environment in which the regular democratic transferral of power could not occur. It is

arguable that Argentina’s inconsistent, and often contradictory, economic and social policy

)

CANADA AND ARGENTINA COMPARED: THE WELFARE STATE ENVIRONMENT

AS A PRODUCT

There are at least four points for discussion when comparing the roots of the Welfare State
environments in Argentina and Canada: federalism, the presence of the military as a political actor,
labour legitimacy vs. coercion, and the method and source of industrialization and capitalization.
The. level of state activism in th;e early stages of economic development (mid 1800s to the
Depression) is also significant in terms of the ;oots of these different environments.

From the mid 1800s to the Depression, Argentina and Canada expérienced substantial
political stability and cbntinuit};. This allowed for a consistent approach to economic development

to occur. Canada chose to pursue a level of state activism through the National Policy in order to
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form Canada into a political-and "economic. unit. The rves'ult was that ,Canadav established a high level

of control and direction over the building of the railway and the influx of immigration, as ‘wel‘l,as‘"

control of the import and*expOrt of goods (through the tariff). The ‘economic infrastructure and the

patterns of trade and investment were directed by this eafly level of state activism.

This was not the case in Argentina, where the ruling landed elite established no directiﬁg
strucfures for its economic developme‘rit. Rather, a strict free market policy of laissez-faire was
established. The important rezsult of this is that the Argentine government did not héve.control over
key pieces of their infrastructure. The British financed much of the railway construction, which was
built not to link the country together but to link agro-pecuarian production with the port in Buenps
Aires, for shipment to Britain,‘and in reverse, to link British imports to Argentina’s interior.
Furthermore, -ithe British controlled much of the i)a;lking industry, leaving the Argentine
government without central control of credit or monefary policy. F iﬁally, there wals no protection
for fledgling Argentine industry through tariffs. What industry did develop was held in relatively
low regafd and importance by the landed elite.

Because of the existence of a tariff structure, foreign investment and branch plant
industrialization was significant in the industrialization of Canada. American interests established
subsidiaries to gain access to the Ca|‘1adian _market; When Argentina desired heavy industrialization,

it chose to devefop it internally through government initiatives and financing (i.e. petroleum and

steel production, which was run by the military), and Import Substitution Industrialization. The.

5

U.S. was not open to this approach; and as the primary source of capital goods and industrial inputs
could affect this Argentine objective. The U.S. preferred to restrict Argentina to supplying Britain
with foodstuffs, and leaving industrialization to American branchplants, especially during the

rebuilding period after WWII (1940s and 1950s), which coincided with Peron’s Presidency.
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The presénce of the military as a political actor in Argentina is é_lls’o a factor in the Welfare;
State environment not present iri Canada. This polit,'icized fniljtaly began to see itsetfas an arBiter
of the internal pélitical malaise of Argentina after 1930, and finally, with the arrival of
Bureaucratic-Authoritarianism in the 1960s, as an alternative to the partisan, ineffectual democratic
system. At times the majorig' of the population (in Argentina) Iooked. to the military toremove
democrati‘cally elected governments when they were not responsive to the demands of the people. -
‘This further destabilized the institutions and processes that make up Argentina’S"Welfare State
environment.
| The role of organized labour in both countries also differs. It is basically a difference
between legitimacy and accommodation of labour in Canada, and coercion and exclusion of Iabour
in Argentina. Canadian organized Iabou_r saw itself in terms of the largé middle-class, and did not
tie its fortunes sc exclusively with one party, as wa; the case in Argentina. In éxchange fof businessT
recognition of labour’s right to organize and collectively bérgain, labour recognised the right of
business and capital to be the driving force of the Canadian economy. In Argentina, labour was
repressed and excluded until Peron took up their cause with great force. Labour tied itself to Perdn,
and when the Peronists were excluded by the military from the political system, labour became the -
main tool to bring down both elected and military governments through protésts, strikes and, when
all(;wed, elections.

The final dynamic is one which we have not spent much time with on this thesis, and that is
federalism. Both countries were federal states, but there bthe comparison ends. Argentine provinces

were less autonomous than their Canadian counterparts, commonfy being intervened by the federal

government!82_ Governors were often replaced by federal interventors who supported the central

182 The Argentine president often intervened in the

provincial governments in cases when the provincial
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government. The provinces in Canada were far-more powerful because of the division of powers

-

jurisdiction, and revenues. The provmceehad _, juri's_dict'ion over much of what wonld becomie the

&

Welfare State, the result of the poweérs granted to them ifi section 92, but they did not have the

revenue generating resources to pay for these services. The stalemate that occurred between these

3

.

two levels of government resulted in an atmosphere not conducive to Iong—tenn service. plannmg

-

and development. Such documents as the Rowell Sll‘OlS Commtssnon and the Marsh report were

.

shelved and their recommendations for Keynesian economic policy and welfare policy were

. ~

introduced piecemeal in a watered down form. This system of checks and balances between levels

of government was not present in Argentina, allowing the central govemment to change structures
and economic development plans much more-quickly

-t
s

PR
«

governor,

government was not friendly to federal policy,.replacing the
cabinet,

-and legislature by executive appointees.
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CHAPTER 5: CONCLUSIONS TO CONSIDER

N

°

What role does political stability and structural dependency (through trade and foreign .

B s

investment) play in fostering an environment in which economic develapment is directed by. the : s

2
3

governing powers within the state in a manner consistent with the evolution of a stable, developed
Welfare State? In comparing Argentina and Canada, the existence of consensus and
accommodation, as well as an established tradition of state activism in economic development,

were factors in the more developed and consistent Canadian Welfare State.

Canada’s national policies established an active role for the state in economic development,
and subsequently, Welfare State initiatives, from the period shortly after Confederation. That these ~ _*
national policies were éble to ﬁaaterialize, an;i survive, over extended periods of time can{be at least
partly attributed to the greatér level of consensus amongst the major groups in Canadian society.
However, these national policies were circumscribed in their application. This is arguably a result
of Canada’s dependency upon foreign trading partners and investment sources. The imp]eméntation
of the second National Policy by C.D. Howe reflected a priority of foreign investor confidence over ‘
social programs.

There was a much higher level of accommodation of the economic groups, including
labour, by government, than was the case with Argentina. In the case of Canada the higher level of
accommodation can perhaps be tr;ced back to Canada’s “Tory Touch” which added a dynamic to
the predominant individualistic' classical liberal fragment. This touch allowed for the development
of a substantial third party based on social democracy.

~ Argentina lacked what balance Canada had and could not achieve the same sort of

consensus in the development of economic and social policy. Rather than accommodation, major
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grzoupsv in Argentina were either ceopted er excluded, depending on the administration. All
Argentine governments, even democnatically elected governments, excluded groups outside the
ruling coalition. The result was pendulum swings in economic and social policy, befween the
externally driven laissez-faire free trade on one side, and internally driven economic nationalism on
the other s’idei These swings took the Welfare State along for the ride.

The economic malaise created by theee policy swings was compounded by the results of
Argentina’s early abandonment of infrastructure and industry to foreign interests, primarilyr British.
Dependence upon foreign interests had a greater impact as a result. Argentina’s economic .
infrastructure was laid out to serve the British market, to the exclusion of the Argentine population.

QTrying to reverse this with pplicies of economic nationalism brought further economic trouble; such
as depleted foreign exchange and debt.

This thesis started with the idea that Welfar; State development was the dependent variable
and political stability and structural dependency were the independent variables. To fully
understand the relationship, the roots of the two independent variables were included. This thesis
also looked at economic development. Economic development is the environment in which the
Welfare State will develop. This environment defines the path to economic growth and industrial

I

development that a country will take. By definition, the Welfare State is intimately linked with the

state-driven economic development of a country. What this thesis has argued is that differences
between Argentina and Canada, across the variables of political stability and structural dependency,

affected the paths to economic development that the two countries chose.

b

“We chose to compare Canada and Argentina and focused on the period of 1930 to 1970, a

-4

time when most industrialized and industrializing countries were developing their Welfare State

structures and Keynesian economicdwas a dominant economic model in the developed world. 1f we

[
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look at Canada, by 1973 government expenditures as a % of GDP was 33.6% , as compared to
Argentina at only 11.2%.

Table 4.3: General Government Expenditures (% GDP)

1960 1973 - | Rank(/116)
Argentina 8.5 11.2 97 :
Canada 25.3 . 336 14 *

Source: Taylor and Jodice, World Handbook of Political and Social Indicators, pp. 5-6

H

Canada’s economic development history is based on the two national policieS that
dominated the country’s economic reality from éonfederation to the late 1970s/ early 1980s. The
first national policy was the creation of Canada’s first Prihe Minister, John A. Ma::DonaId, to build
Canada through immigration, a trans-Canada railway, and the tariff. This broad [;olicy would
remain the thrust of Canadian government until the Depression, and was designed to ensure that
‘Canada’s ecc))?fc')'ﬁﬁc and industrial development wouid benefit from the trade and investment that
the country was, and is, dependent upon. The railway, and the settling of the‘prairies with
immigration, linked the country together, and the tariff allowed for the industrialization of central
Canada, compared to simply importing industrial products. This natiopal policy remained as the
main government approach;to economic development across different édministrations and two
different ruling parties, and established Canadian government as an activist state in the economic
development of the country. This thesis has argued that Canada’s “Tory Touch’; set the stage for
economic activism by the state.

The second national policy, which operated between the 1940s and the 1970s, was accepteci "
as “common sense” by business, labour, and the state. This national policy was an expansion of the

state’s role which allowed for the creation of the Welfare State in Canada. This national policy

remained the driving force of the state in the economy for 30 years. This policy, which established
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policies and guidelines for income stabilization, Wag a macroeconomic approach that Finance
ministers like C.D. Howe used to draw foreign (American) investment. The ff;)cus, for :Howe, was
the establishment of a positive' investment clirnate,r rather than the establishment of comprehensive
Welfare State programs. This approach reflects the different dynamics and priorities present for
Canada. Keynesian economic policy became a tool the government could use in its rel‘ations with
foreign investo;s and trading partners. o - |
Thé existence of strong provincial governments has also tempered federal Welfare State
policy. Section 92 of the Constitution Act (1867) gave the provinces jurisdiction over much of what
would become the Welfare State. They were remiss to relinquiéh control in these areas to the
federal government. The result is that in some "cases, Welfare State legislation was delayed,‘

modified, or shelved. However, in some cases the provincial governments operated as experiments

-
’,

in social policy, such as with health insurance (Saskatchewan 1962).

Argentina’s economic development approach has swung between two models that are at
extremes. On one side they .have had an externally driven laissez-faire ‘model for economic
development that was far less restrictive to trade and investment than Canada’s national policies;

this approach benefited the land-owning elite and agro-pecuarian producers, as well as foreign

investors and trading partners. The losers were the Argentine population who had to use an .

infrastructure designed to serve trade with Britain rather than trade within Argentina. This also
5%

negatively affected some domestic industries and aspiring domestic industrialists, who were often

<

discriminated against in favour of British industry.
The other approach to economic development was an internally driven economically

nationalist approach, that was far more protectionist than either of the Canadian national policies.

This extreme approach benefited domestic industrialists, especially those established because of
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Import Substitution Industrialization. At times organizéd labour also benefited from this approach,
as well as the military, who saw nationally-directed heavy industrialization as necessary ‘foAr’militai'y

“strength. The losers were foreign investors and trading partners, and the landowning elite whose

income was circumscribed by government monopoly in the purchase of agricultural products

(1API). ~ -

The period before 1930 was identified as laissez-faire economic liberalism. The Argentine
state did not take an active role in the development of the econonﬁy, leaving it to the landed elite
and British foreign investment and trade to devqlop the economy and the ‘infrastructure of
Argentina. The result is that the ecc;nomy and infrastructure reflected the needs of a very narrow
segment of the Argentine population, namely the landed elite, as well as the British interests who
owned much of the infrastructure, developing it to serve their trade require‘ments, rather than the
Argentine population. Furthermore this period is defined by the long political rule by the

-

conservative landed elite in Argentina. Corruption was a mainstay, even when t dicals came to

power through the first fair elections. The rﬁilitary was also introduced to poli% through jheir
abuse for partisan political reasons (as in the case of the Radicals). o :
The rgsults of this period are three fold. A relationship of dependency was  firmly
established. This was a dependency more” profound than Canadg ~because the Argent{ne
infrastructure (i.e. railways)had been built to serve the needs of the British market rather than the
domestic market. Secona, strong democratic traditions were not developed. The abuse of
government by those who held office left the Argentine people apathetic towards democratic
government. Fin;ally, the military was introduced to the political realm, and would become the most

t

significant alternagive to elected politicians. In a sense, Pandora’s box was opened when the

~

military was brought into the political arena. \ \\
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Aﬁgr 1930 there was no widely accepted model of economic dével(;prflent m Arg'en‘tina.r
Between 1930 and 1970 Argentina experienced dramatically shifting c‘oalitioné in gbﬁémment. -
Each new coalition brought a new approach tb economic and social policy, often rireversing much of
what the previous administ’ration had established. Much of the British o%ed infrastructure was
nationalized through indemnizatioﬁ in the Peronist era. Throughout the 50s and the 60s there was |
no consensus as to how Argentina should pursue heavy industrialization, be it through foreign
ipvestment, or through domestic resources. Contracts with foreign peﬁoleum companies were
made, then withdrawn, as administrations changed. More often, then, the transfer of power in
Argeﬂtfha was through non-democratic means. Those vyh? were r;ot part of the r.uling coalition
were exéluded from the policy process. . =

There were many outcomes to hbte. The Argentine population were disdainful towards
ele;:ted governments who were, after all, unresponsive to their needs. The military spent longer
terms "in office during transition periods, culminating with Bureaucratic-Authoritarianism under
General Ongania. There could be no long term economic or social planning; the results were ari
unrealized Welfare State and poor economic growth relative to the industrial world. It also was

made glaringly apparent that in Argentina, as compared to Cahada, Presidentialism could quite

easily overpower the Constitution, leading to many anti-democratic and destabilizing activities.

Upon closer examination of political stability, there appears to be some unique differences
in the group dynamics of the two countries which led Canada to build a moderate Welfare State
around consensus and a positive investment climate, whereas Argentina experienced regular

wholesale change in economic and social policy, and everchanging ruling coalitions who backed

these policies. There are three major points of comparison within group dynamics.
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The first point of comparison is that in Argentina there /"was"a definite and subst%mtial:
undemocratic presence within the political process, in the form of the military and the churcrh».‘ :
These two groups did not have the saipe impact in Canadian politics. -

The Catholic church in Argentina played an influential role in Perén’s risé to power as'wellv
as his fall from grace. They endorsed his candidacy for President in 1946. Once the church soured
on Perodn, thgy ‘became adversaries, finally excommunicating him during his second téﬁn, all but
célling for his removal from office. The church in Canada did not play a political role, outside of
Quebec, where the Catholic church was somewhat more influentiall.

The- military’s influence in Argentina after 1930 has been painfully obvious. With the
removal of Yrigoyen the military stepped into the political spotlight as an alternative to democratic
governments and civilian politicians. From that time onwards the military has arguably been the
most influential grou'p in Argentine politics, and consequently, the economic and Social policy since
1930. They are at the root of the pendulum swings in p-olicy, as a result of their role as an agent.of
political change. The military, rather than dem'ocrgtic elections, were the locus for a change in
government. From 1930 to the 1980s only Agustin Justo (1932-1938) and Juan Peron (1946-1952) -
completed an elected term of office. The remaining presidencies we're either ‘prematurely
terminated by the military, or were unelected military presidencies. The Canadian military, by

comparison, has not played a political role. In the arguments of this thesis they have been a non-

factor.

The second point of comparison is the cleavages that existed within the major groups in

&

Argentina. These cleavages were for the most part based on the economic development approaches

3

! The Liberals gained a substantial share of their seats
from the Catholic Francophone Quebecors through much of this
century. °
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we spoke of earlier in the chapter. As with the military, industrialists, and éven laonr, there w_as‘ a
split between economic nationalists and economic liberals.

With the military it was the split between the Integral Nationalists like General Uriburu
wh;) wanted to establish a strong, independent, and militarily industrialized state, and the Liberal
Nationalists like General Justo who wanted, to maintain t’he status quor \yith strong trade
| rele;tionships. Industrialists were split between those, often in agricultural processing indusfries,-
who benefited from free trade, and those, often import-substituting industries, who benefited from
state protection and nationalism. Labour’s per'spectives'were different, depending on the sector i}l
which they worked. Labour in large export-oriented industries tended to be socialist in sympathies
whereas those in import-substituting industries were most (;ﬁen Peronist.

Canada did not have these same degrees of cleavages, likely because there was not the
same sort of divisive splits at the economic and social policy level.vThis has made it easier to
accommodate more groups within the political process, resulting in a higher level of consensus and
stability. This of course segues into our final point, vis-a-vis group dynamics.

With all of the cleavages between groups, as well as the presence of non-democratic actors
such as the-military and the church, it would have been much more difficult for any government to
establish common ground in economic and socigl policy. In é situation of polar opposites (which is
what it often appeared to be in Argentina)it seen.15 to have been much easier to simply exclude from
the policy process those groups that were not part of the ruling coalition.

To say there were not cleavages in Canada would be to over-simplify things. Given the
mgke-up of Canada, with its diverse federal structure and linguistic differences, it was natural that
there would be differences, within and between groups. waever, it seems from history that these

-

cleavages were not so great that some common ground couldn’t be found. The 15t and 2nd National
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Policies reflect this common ground, remaining in place throughout several democratically elected

13

governments, both Liberal and Conservative.

*

Structural dependency as the other variable.a'lso has some roots, discussed in chapter 4,
which differentiate Argentina and Canada. These roots include the resources each country
possessed for economic development, the state’s role in utilizing those resources, and the effect of
this relationship upon the trade triangle with Britain and the U.S.

Canada possessed a broad range of natural resources across more than one sector;
‘agriculture,'mining, and forestry are three sectors in which Canglda had a natural wealth. To
maximize the benefits of this wealth, and to encourage industrialization, the Canadian state took an
active role in economic development early in Canada’s history, establishing the National Policy.
This pqlicy Created an environment which eqcouraged Britain and the U.S. to invest in Canadian
industry, apd establish branch plants of American industries. Furthermore, these same two countries
were the primary markets for Canadian exports of primary and semi-processed goods. The second
national policy, with its stabilisjng Keynesian measures, continued to provide a strong ‘investment
climate for American investm-ent dollars.

Argentina did not possess the same broad range of resources across sectors, but it did have
a broader range of agro-pecuarian production than Cana&a. This would prove fo make Argentina
more economically rigid than Canada, especially since vthe state,aprior to 1930, did little to
encourage industrialization. The state, controlled by the oligarchy for much of this period, pursued

a strict laissez-faire policy which allowed British interests to control the Argentine banking and
transportation infrastructure. Argentina also did not establish a protective tariff which would have

aided domestic industrialization.
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The most significant point éf comparison is that these two countries pursued different b‘a_fhs
in the early stages of their development. Canada ensured that, through tariffs and the re;il-way, trade
and investment would benefit Canadian ecbnémic growth and industrialization. This activist role By
the state still recognised the irynportance of trade and investment for Canada, but t;>ok measu;'es to

direct it. In contrast, Argentiang hands-off approach resulted in a transportation infrastructure that

—

served British, rather than Argentine markets, and the lack of a banking structure to sérve as a
~ resource for aspiring industrialists.

When Argentina made a pendufum swing to economic nationalism with Perén in the 1940s
the damage ‘had already been done. Nationalizing the foreign-owned infrastructure through
indemnization did not éhange the fact that this infrastructure had been designed to serve the needs
of the B;'itish market and the British shareholders. Second, the money that Perén used to conduct
these /nngggalizations deplgted Argentine foreign exchange supplies. This left Argentina with little
to ug;e for obtaining the capital goods theyvsought to establish heavy industry. These things,
combined with the U.S. politics of resource allocation and availability after WWII (British
preference over Argentina), further aggravated Argentina’s economic position. The result is that

Peron had to backtrack on many of his economic and social policy goals. When he was remaved, so

too was much of what he had developed in economic and social policy.
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APPENDIX

Table A.1: Income Distribution - % of total income to % of ‘population '

i Top10% | Top20% | Bottom 40%
Argentina 1970 35.2 50.2 14.1
Canada 1969 25.1 41.0 16.8"

Source: Taylor and Jodice,

World Handbook of Political and-Social Indicators, p. 134

One statistic that can be utilized to reflect the size and development of the Welfare State is

government spending as a portion of the Gross Domestic¢ Product.2

Table A.2: Government spending as a % of GDP

Canada 1920 1950 | 1984
Gov’t. spending as % | 15.7% 26.4% 46.5%
of G.D.P |
. Source: McBride and Shields, Dismantling a Nation, p. 12 .
Table A.3: Canada’ s government expenditures on health & welfare
1950 1971
Canada (fed & prov. govts) 1 Billion 9 Billion

Source: McBride and Shields, Dismantling a Nation, R

° McBride and Shields, Dismantling a Nation, p. 12
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