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No man, however great, oan egoape fra his omviromment. The condiiions
of his life will coleur his thoughts and his conceptions, even when he aims at
génerality or abaitragtion, | |

Howhere is this truth more clearly illustrated than in the development of
economlc theery, Some of the bitterest contreversies of Pelitical Economy
cenire round the q;uwtiém of the extent to which the theories of the founders |
of the English school of Classic Theory have been imvalidated by assumptions
based on conditions of their own time an place, but not sapable of genmsral
extension 10 other times and o other countries,

- In the light of a century or more of economic development such limitations
are thrown inte bold relief. It is quite easy today 0 recognize in ADAM SMITH
the reagtlon of an expanding indusirial era agalnst the restrictions of a worns
out past. It is quite as easy to trage in the much-eriticised assumptions of
RIGARPO the metual conditions of his own lmmediate emviromment : Economie men,
Equality of appertwﬁya freedom of competition and of contract, and perfest
wobi1ity wers no mere assumptisns on the Steck Exshange.

The England of ﬂaa day wa& t!m Bngland uf the Poor Lawa, whon the falling
of the wages balaw & fimd mi.nimum *hm&ed mtmatiaany to throw the labourey
on. the parish fo relief; while the congested condition of the labour market,
fellowing the Fremch war, as steadily pressed wages down toward thet Bare Sube
sistence. The th#eefald lam'systmﬁ, with ite Lenmdlopd, Cepitallet taant, ad
Labourer, all sharing in the returns from the land, geve its characleristic
fom te the ¢lassic analysis of Insome; and the fammer capitalist represented
o condition ap;amximatmg to perfect mobility, Such a aaﬁtaiﬁgt wonld demand
Hormal Retwrns, or falling 1o oblain them through a lower mntai, he wuld move
nis stock and implements to more promising fields. Thus Margin, Priges, Renmt,
Gost of Produgtion, wm@een a8 Definite ﬁamﬁly,m’:}nwmg Variables, aeting
with automatic precision. It was the Ungland of the Corn Laws, where the food
demands of & rapldly ineressing industrial populstion were forcing the margin
of oultivation higher and higher wp the }ﬁarréa hillgides; where Diminieking
Return was no speculative theory; but the ﬂig@gj@é&maa of Natwe n mmaegin@

reality.




Theories coloured by smh erwirmman% were £¢m2at¢d with qualﬁ.iimtiena
it is true, but often these qualifieatiana were waved aside as negligible or
silontly fgnoved. - |

Qur px*esen‘t i.nquiry ia. 'i:a what extent such abstlute %raatmem has Limited
the validity of Classic Eimory, and to what degres the timary gan be axtmﬁad
in time and spase, An exhsustive inquiry of this nature wemld be an anbitious
¢ne indeed; but o more 1imifba& one way be mede with some benefit, we hope, by
meang of a comparative swvey of the working oubt of €0 ox;mi;; tendencies in s
p&qmer region m northern Manitoba a8t the present time, A New World, a2 new

century, and pioneer condiiions in the newest pari of s new ¢ouniry should

offer o gearching test of the economiv theory of a erowded indusirial cwnﬁwv

Toreed to preduse its own food,
THE INIERLAKE,

?gr thia; survey we have chogsen an outlying territory on the east side of
Lake Manitoba. Xt is a thinly setiled strip, averaging sbout thirty miles in
widih, tributery to the Gypsumville line of the Canedian Natlomal Railway. It
is isolated on the norih and east by wilderness, on the west by the lake, while
its am*&fﬂr&ﬁeiéﬂa@ura have soonomie conditions quite distinet. Young thﬁugb.
it is, it hag seen the ebb and {low of the margin of culfﬁivatian, éith the most
tremendous inflation snd deflation of prices within the memory of the oldest
citizen of Cannda, T0 this restricted aren, fairly represeniative of condis

tions between the itwo great lakes, I have given the name Inter Lake. (Appendix A).

The flat Interlake is the youngest part of Manitebs, both in geology and in
settlement, It was the last portion of the snelent lake bed to emerge from
the waters. As the Great Lake receded, it left a series of lesser lakes, sep-
areted by mud bars or linkaé by sluggish clammels. A glamge i any older map
of the provinpe will show that the struggle with the welers has extended down
to our own day. Most of the lakes so thickly studded on the map have ceased 40
exist, or have shrunk 1o reedy ponds or sioughs, or grassy flats; but the
boulder-sirewn wave-scarred beaches fer inlend still bear wilness to the fury
of sterms in the mot very distant past. Meny of the older setilers came in by
cande., Bven recemt srrivals cean recall the difficulties and even dangers of
treils where now the autemobile is a mm!g;liw sight. The long 11:3&-3@ of rallway »

ditghes, snd the breaking up of the soil were the decisive faglors im the battle,



Bvery asre broken abaewbw. %h&lw:ta@ dralnage of snother and hastened the re-
clamation of the country. _

Probably the wide-flung protection of the waters saved the young forests
from *bim M&*&ea&wy&ng mep af the pmiria fiws maﬁ 19“; ﬁhe Interlake what
it is taﬁam & region of wamia ami famats in‘harmate& hy mrshes and mmm.
Bes:tde the abiqn&twa p&pl&r, tmm are wide areas of spruge, ridges of fmék*
pine; im&a%& up&amis ezf na.k, trwts of bﬁ.wh ami Muﬂ af maple along the
lakes,

me lwlanﬁn hwwe & rieh blasek Mil, smﬁima ten&infg te ;wm or alkali,
but dwp emﬁ fme frua s@am. ﬁhe ay}mxds hma 5 smnw se.i}. with ﬁense sub-
goll, M:my y&rtﬁ.&m are swny or anmhby; anel &ﬁfiault ta bring undw 13%13»‘235."
vatiﬁu, but Ms limestana £ mnﬁatmn mokes it yield largely to manmare wi.thmt

s&m&iagf and yield mu 9 continous wmithian.

&wh 2 ﬁerr&%ry ai‘f‘ér@d m‘a inﬁn&amm o the fs.m wave c‘af ‘hmemaekars ’
i.zz the mrly sevw%iea. ‘I’mus: imm in seawh of gram imﬁs wmah wum be
quiakiy brmght into extie mive wﬁttﬁ.vaisian em& maé& o pmﬁme an early retwm.
Of mbbing ami a%ne pieking, ‘hhey haﬁ geon more than entugh on piwwr formg
in the ew“ﬁg éig the %&a ﬁﬁgpt west soress fshe pradries, ;aaving the Interteke
a b,aekw‘&ei. | o | |

The barriar of twe gr%t lakes deflected raﬂm;y ¢emﬁru¢uen in the same

direatian. wimiyeg beeam the wu%x-e ins‘eaa& of 8Be mirl:g the aﬁgmal e,h@iﬁ&, e

and esms%mwian was msvmd south and west, leaving the Interlake }far to one
side, | | |

The dif:iaultiss eif woagon trai‘ﬂa wem alse o very seriaus: ﬁbs*isacle *m
dwempment. aspeeially in ﬁ.elﬁ aultivmim. The iirst mttlement %;herefare
~came as an ﬁmf :m: af mmha&rs and fismmn, - 8 dew:l.epmem of some %onamiﬁ
sigw&!&gam@ an w shall xwtiﬁe later.

tckw m-ig:imi ﬁuﬁson‘ss my Ra.ilway survey skirted %;he eaafk aw@ of Lak@
Handtoba -w tha Earrw»;, %mt an;y ﬁm first s:ixﬁy milw wers waﬂmﬂeﬁ. and
this was RM put ima mgnlar ap@mﬁam ’*‘hé 1im fa:i,l 1::% &eeay until the
-Gmmdiaﬂ ﬁar‘hhern, in cmsaﬁdming their seattered Mms inw & system, ag~
quireé the x*:igm of way. The line was hnilt t6 Oak Min%, and put ixrba @pemn

ti«m. The gypaum and m.me éﬁvempmn‘b in ﬁhe nerth aeea led to further axten-

sions to Gypsumville and s,teep Rock.e



-d -

Ench railwey m‘@;ﬁgt was aess@waaiaé aéé& to some extent Mﬁiﬁ%p&*ﬁea vy
e cortain amount of agtual setilement, and & greater anount of speculative
sppropristion, The lake front had almaﬁyh&en laregdy aypr«grﬁé%é by the
first ranghers aud s substantisl colony of Ioelunders; Setilement began to
spread ouiward from the railuay inte the woods; Settlements began 1o gather
about the gypsum works; and sn jmmigration of Swedes and Gérmans began 6
£111 4n the inmtervals. | |

The outbresk of the Great Wer, the demend tergréatéﬁ and yet greater
produstion, = reinfarged, as time psssed, by the prospect of three doller R

wheat,~ brought s rush of land appropristion, seme speculative, some by real

getilers,

Most of the new arrivals sought grain lands, either for cultivation, or
Ife-;%' the expected rige in im values, The large investor had the same uliimate
purpose,; which m; them all o select the lands spparently mest suited for
field cultivation. This was in contrast to the ideas of the first seitlers,
whe prefma the gragsy flats along the lake fronts and seemed Lo regard dige
tance Irom water frontage as more serions than digtance from market, They had
rejected lands on the wﬁé&eé' uplands, which the new settlers now cleared and
broke up & great cost. Seme of ﬁkwselaad# swith the minimam of stone pioking,
cost frm fifty to seventy dollars au sere, - o siaggoring eepitalization for -
ploneer land under presemt sgri‘ultaral conditinus, | | '

The great strike of i?;ﬁ* ‘brought an influx of trades-labour men, mostly in
search of & garden and & 'mzﬁfiﬁéehﬂﬁng, which might some time have a selling
value. Mawy were transients flugtuating between their trades and their limited
farming ﬁp‘eﬁnﬁ.am. Theiy divect influence on the economic situation was less
important than their intrédustion of certain sooial and ;wlfitiiaai ideas, which
indirectly influensed economic developments

A large number of the Z&eam’é‘asm&ls farms were Bought up for the ill-
| starred s&i&iex"»smtlaré at priess out of all proportion for even these iimes
of inflation. With few excepiions, the soldiers lost their invesiment and the
money advanged by the govermment; and sbandoned the land, leaving parelyzed
School Distrists and grippled munieipalities in thelr wake, 28 & result of the
board repudiating its legal obligations as o trading company. |

A Jewish Colenization project was equally unfortunabe.



Iu developing his theory of Rom, RIGARDO distingulsted lands as to

wslity - ﬁﬁaminal; above margin or below mwg’»‘h The slassiligation had re-

1&1.5.&&1 ta the market cmmiam, am% the "Isa'mmi and Xndestm%ibh Powrs of
the 8ai1“ 1) It is te be na*mi that he uade no allawama fot the most lme
partmt wnﬁiﬁi&n af sm&essfﬂ mlt&mﬁim ~ the iate Zuigeme and indusiry
of -bhe cultim-mr, bwi. assumed a trainaﬁ famer af avemge abillty and industry.
&ssnming this as o fixed alemnt, umier given market cam}iti@m ‘hhe Margin bew
ama ) gxhﬁim}. rather ths.n 8 gssye &magie:al phemmnm. Da-spuze the fagt thw&
wb&equ&m amlys:ls hag led 4o the eliminazien ¢f the tema “mtural and im&es-
trueﬁbie" a8 ﬁ.miting the qmu%es t&@ xxarrwly, th:&s dist:im’aien st111 kolds,
Marginal Ls,mi can therefwe be &etemim& with fair scouracy at any time and
plwe. Bwt. this mathﬁd. wiﬁ.&e maess;ary tza giw abjective signif isange ta the
Mnaeptinn. mkes it newmary in & new «smntry of unsirveyed pasuihilitieu.
and misaeuamma papuimiaz; wzm wi&e}y d:iffer:ing skin in agrieulwre, th dig-
| tinguish garafuny betmn ﬂwgim of M'&aal thivatim, and True Eeo nomi.c B.ﬁarg&n. |
| eensideriag i;ha &&fﬁmﬂties ar:lsmg fram the mm of spaeu&a‘hive appropriation, :
which is que éif!erent fmm cul%i#atisn (anﬁ will prmmé most asgtively near
the ﬁﬁam:}m, if the prices are suff iei;enﬁy taaptins); the beat gamm:{ nethod
of claa‘siiiy;tng the "qm}ﬂiﬁg g::f land" would seem to be based on the relative
priges at which '%hey are sold to a,étual eultivators. | |
| “Qualitiw of the Seil" hag baen ft‘maﬂ e misleading %erm, for even RICARDO

found himﬁelf abliged ta make allwawe far "Biﬁtame frm Market®; but under
English mzﬂiﬁi&nk he laid less sirvess en this fachor than he should for purposes
éfi general theery., This faetor has been elaborately wrkad out from p‘ersémx
expermgﬁs and recerds by V@K THUNEN (‘3) who lays more stress on ﬁiﬁame than
on 8611. N | |

Gombining these factors, we wmm expett the settlement of the Imterlake to
show the fallawing temiermiaa

A,  With refereme to snil fertilit;r, - the snils» chemiaany or mechani~

' ‘cally hem m:i%ed fw pmduaﬁm wonld be the first apprepriate&.
B %’iﬁh referenes t;a i?;imipag, the xxamal mrket, - the lands nesrest
ﬂm aity w:sum be appreyr:}.awé befﬁx‘e the more é.tstant.

(1) Px'inciplen of Po:uuaal Mmomy ané Tam'bs.on, Ch. 11. 20

(3) Von 'l‘hunen = The Isola’seé S‘k&‘hﬁ» =



v Tim‘sa are‘ " x‘a&l and ohvious ‘%ﬁné:éﬂ&i&ﬂg seen ewsrywhere 3 é.f w adapt the
"Price ‘ha Prraﬁwera" %andar& of ix:terpremtien ms&wted sbove. 1% might be
wprih our trmblﬁ ta inqﬁira as w 'Lhe rela'ts.ve wiight @f thege twe terdencies _
in a mw terrimry like the Ixﬂ;aﬂak% | . |

Gmsiﬁeﬁng {for this empariam emiy) an the agrieuﬁ;&ml lands ta ﬁw
: autskiﬂa M mnaipag which hmm miz ’s,aken on & spewlmive xml;ae a8 ﬁtﬁs for
Industrial Plants or tor :"&g}. _esf:ﬁme subdivision, we are struck with the fagt
that up t0 & certain point "Dlstance® seems the P factor; while beyéﬁa

this mﬁms “Soil Qualities” is the prmry cansid@mﬁi&m This polnt iz the .

limit of the Market Gardesn and Small Dairy Zone. Beyond this "Perid lity" rew&&vea

chiet cemmeratisn %o the limits af continuous settlement,

It must be remombered that the regent improvements in roads and transpore
tation are ﬂnﬁmally wi&e'ﬁng the f’iﬁst’ zoney and on the other extreme, there
is a fringe of appropriation preceding cultivation and development where fertil-
ity is m easily determined, but where distamce is an abvious condition, Thig
faet tends to inerease the importande of Distange beyond the limits of comtimue
ous settlement, |

Turuing now to the zntsrlaaka, we find smm aemplwm.’sng factors, song
of which hava gpecial applisation to a new cmtry. Ezperience has shown that
distance in miles ¢can be & standerd of copparison, only when all agents of
transportation -are equally efficient on all reads. The fagtor far which mest
allowance must be made is the railrosd, 5o wa@ is this that selilers are aph
to regard fﬁi&;kam‘ﬁ from market as generally equivalent Lo distance from the most
convenlent railway pointe Bven for mgtm trafiie, all miles are far from egual.
One setiler may take hours to drive only a short agamme through & bog, wils
one more f'}gﬁmieiy' situated will cover a greater distenge in much less time.
Such cmtmw sre not rare in the Interlake. |

Rough roads gause s wastage of " quantity or quality ef mawy produsis, such
a8 eggs, fresh cream, milk and small fruits. They couse a greatly ingreased
expsnsé !rm wear and tear of vehiples, and require added horse power, Where
roadg are sultable for the préfitable use of the automobile, the nature of agri-
culture is greatly modified, and the lmportence of mere distance is diminished.
The extent of these effects depends on the orvps which can be sué«;asamny roised
or ssﬁmg There are erops which gan be markeded bé;;sit im t}i@ v’éiﬁﬁg:, and éther#

which ¢an be @mﬂeﬂ ail the yesr round, but are chiefly prodused in early




, . . T :?‘ - -
sumer, and mbject o rapld doterdoration. Winter has & tendersy to oquslize
the m&las;,‘( 'o‘#‘eveix '!f.s @iﬁswﬁ;mimte ﬁﬁ&iﬁﬁ"ﬁi the improved summer ;«aa'és.

" "i-‘hga' g‘;;mm&ati’an wnig;h inverisbly egcompanies and even pregedes setilement
@;&‘ be parb of a land imprwamm scheme for ml&mimti@n or it may be an
attempt w‘y smpropriate the "uneared inerements The temiency of the former
is not necessarily in conflisct with the natural tremd of settlement; but the
latter, by “holding for a "2-‘-:15;3@'";.-. will tend o lmit the »W%leti‘;}& frecdom of
choiee end to drive him to less desirable land, thus exieniing the Margine Dise
tricts where this speculation is more prevalent than gilers are retarded in
their development by settlers seeking o'tlm Breass From the earliest settlement
this: obstasle has beem # glog to px?émiﬁs‘ in the Red River ?;‘ai&eg; btut 1% hag
been the bane of agricultural development in all parts of Nanitoba favorably
situated with regerd to markets. It 'isé no small fagter in the high cost of
living in Winnipeg, |

 hgain reckoning from the neighbourhopd of Winndpeg, we may say t&mf agtunl
settloment of the Interlake has been agcording o the following iendencles 3
4 - Before agil%? Gonstruetion :

1. Iand cloge %o the Clty aceording to distance, with fertillty e second
congideration, | |

2. land beyond the market gerden and dairy zoney sesoriing to fertliidy,

| with digtance a second considerstions
By - After Rellwsy Gonstrustion :

1. land close te the City, as above,

2, Lexd beyond the garden snd dodry zmme, aceordimg to fertility, W th
distance from ﬁ-ﬁe vallway & second conslderation, and distance from
Winnipeg,a third. | |

The gecond tendercy in each of the above cages im somewhat counieracted

beyond ‘the :me of contimuous setilement by uncertainty of estimating _far‘&im.‘ky,
Water Transportation E%as‘ dounted for much in the Inferloke. It made possible thﬁe;
development of the northern gypsum deposl ts, and teday it is no small factor in
Dairy Farming beyond the ‘Nmaiwes of Lake kﬁanitom. The settler in that almost
trackless wilderness can often ship his croam from his own doorstep fo trans-
shipment st the lake terminal to the creamery with which he prefers to deal. He
is practisally m&r& nis mm-;ggq; than meny settlers within scund of the railway

whistle,



- - s "h.
The mar‘emae of distame mries with the mature of tha produst - whether

pwishabm, ard if 80, whether thrngh wﬁt, frost, heat or roagh handling; whether

1t mt be earried 1o mrkot or driven on the hoof; an, most fmporient of ell,
1ie value in proportion to a;as‘t'» of transport. Garden produce requires o neerey
market than graing graln then e*afst}'.e, exgept for the marketing of wilk and sweed
gream on a small scale. Remching seems %o ,ﬂauriah in the remoter areas vhere
greater freedom of range can be secured, Go-operatlon among cresm azd ‘miil: pro=
dugers to provide truck or cther fa.gil@ias is tending to extend the m rgin of
profitable dairying. \

Thus throughout the range of agricwliure there is a fendency for extensl ve
systems to be pushed back by more intensive sysiems as the covnbry progreésses.

iz we sh‘azi see below, this is a phase of the general movement of Industyy to

avold the too strong workiag of Diminishing Return. It ig wot to be forgoiten,
haéewm that the leading producis of a regim are afforded speclal fw&lﬁ;ﬂsms
for grading, merketing and transport, vhich are not extended to others. On the
prairie ithese adveniages are given Lo grains; in the Interlake the favoured
products are oream, milk, fish, gypsum and to some extent, pulp end cordwood.
RICARDO avoids the aif ﬁ@nl%y' of the producis #‘f diversified farming by
a generalized field crop which he designates "ocorm®. In so deing he glves sine
plicity, but artificiality, to his Margin by lgnoring the progressive development
of agriculture, S¢ long ag his sctugl orops are all worked ona gtandardized
mmmm; ¢r make equal demmnds on the soil while ylelding equel relurus to prow
ductive power, hig trestmewt would seem justifiable. As applied tu the Interlake
it is a very large assumpiion,. ‘ )
The first getilers in the Interlake were rmﬂh?,; /ﬁw gecupied the grassy
lake marging andavoided the uplands, wiﬁaﬁ & subsequent influz of grain farmers
broke up and brought into cultivation at grest cost. Conditions which atirscted
one made the land iuwséihlq for the other, It will therefore sppesr thet the
term "fertility" has reference to the immediate plans of the fammevs who ave
~ cultivating the land at the time, and its significance varies with the system
ot sgriculture, Thks, however, does net invelidate whai has been sald abore re-
garding the physieel rather than peychological basls of the marginal coneeption,
At the same time 1% deprives it -Qf some of the fixity which & veading of RICARDO
mwm suwast. | |

Analagy with the order of 1ami gettlienpnt might suggest that the tewns on



the railwsy would diminish in size and mumber with the distance from Winnipeg,
but this is not the cese. That poriion within fifty miles of Winnipeg has no
settlement which ceuld be ealled & village (1), end seareely any development of
retail trade, Quick anl easy sccess to ﬁ@innﬁmg hag brought e ﬂ-.metit&fm whieck
the retail merchent has found very difficult to weet, No village of ay slze ig
found until about seventy miles from the City, affer which they vary with dls-
triet development 10 the end of the stée?,.

A feature of this, as of most new lines in the west, is the alternstiong
of flag bexes snd feirly aef'wlepeé villages, This phentmermon is usuwlly due G
the action of the firsi merchsnis, These, with the whole line to choose from
avpld too close .c;wgsziﬁen by leaving e stetion vacant in meking their selegiion
of business logation, Other non=competing trades are drawn to the same point, -
' blacksmith, implement agent, lumber desler, and bubcher, each stremgtiening the
resulting #rend of traffie, Farmers tend o gravitate to the point where all the
various ‘business faeilities ave pr@viée&. Rends are bullt to suit *t.-h«e', prevailing ,1
traffice Each step tends "tﬁa reinfores and perpetuste the lead of the fast develop- Li
ing town. Thus the larger places tend to grow, and the smaller %m gtand still or
decay. The qestion will mwmﬁy arige whether better roads and the more gener-
al n.é;e of the anbomobile may m result in the absarption of even large towns
through the capetition of the @i%y. This cquestion will receive some notice here=
after, | |

RI

WRDO'S assumption that all unocoupied land was submarginal (2) would ve-
quire same q&a;&ifitf:‘atmn for English conditions, but would have no velidity in a
new country, There is much exgellent land met }yat sppropriated, and there are

few farmers in the ZTuterlake who have brought all thelr lamd into prodeetions In

thege cimmﬁawés»? the ‘herm Marglrnal. vequires some further explenation,

| "4 fa;miir frﬁm Central Europs will make 2 living where Britishers would

: -,st'am* is & spying whth & svggested inferemse very unfair to the greatest coloniz- |
ing race the workd has ever seen, What usually heppens ig that a numersus slavie
famlly, imluﬂz;g' children of school age or g‘venm@x«e tender years, are set to

t0il beyond their years or sirengih, with & meagre standard of living, and often
without the ¢omforts or degeneles of home 1life. A profil is shown at the expemse
of real wges by the expleitation of child labour,

(1) Stonewall am folkirk sre outeide our ares, and thelr growbh is due to
exceptional local ceonditioms.



I 730~ L
RICARDO has sssumed an "economic man® an able business man with "sdequate

capital” or am“dit, and the “nagessary knowl edge” o judge es to. his own interestis
and *'m@biga 'gg.pim;"f,- 50 that he gan iziﬁ'hﬁra;w from ary msiﬁes'ﬁ when it fails to
yield "nmnal retumss"; These assumpiions, even applied to the Emgland of his
&ay? while ﬁgiﬂy x‘*a;zg*eam%ati?& of agricultural gsrg‘;ém'ﬁ;a-n for a term Of yearg
required some gualifieations to .give the;ﬁ reality in Commerse and I‘ndus‘try; Wh@n
applied to the teet of Interiake @miﬁ@ns@ they have very limitsd applieations
Here the -MGr; Tervant and Labourer are the same person, ofien o newcomedr unbraine
ed in agriculture, with little capital and lese oredit, W&iﬁg in & region whose
| éieseame:s are 1ittle known and vhose lands are thevefore vegarded as very pooy
security for loens, Few nf the new gettlers were drawt to the Interlake by 2exw
clusively ecmonic motives, The fgz*matian of great blockes on the basgis a@,_m&ia}ﬂ.
origin, language and religion has been ome of the greatest soclal and edusational
problems of the @am&i’é& West, has hindered the development of a Canadlan spirlt,
ard hag cm.’iiﬁ:ate& and not infrequently fyrusirated the administration of justice.
Thev ﬂismzétian which in older countries goes with the ownership of land has been
ng small influeme, and the freedom and adventure which are supposed o claragter=
ize "Frontier ILife" has alse carvied weight with many younger men.

"Nargin® %o heve ref erence 4o the land liself rather than 11s occupant must
refer to that gml}ity or sitnation of land wherehy, in the opinion of experienged
farmersy 1t mm-l# with cultivation appropriate to the time and ,p&age be made 6o
yield normel weges and profits, but to yield no surplus for pant, It will be
ahewr# {ﬁg;zgms,x ) that the average land in the municipal area in 1924 was same=
what below the econtmic marging and i% could neideabt be ‘shown, were statistios
as complete for 1]9*1’9}», that most of the same laond was then @hove the margine

Yet, though many famers left the territory sinee 1921, mbst of the actual
cul Hyvators of the soil hawe vemained, and & gonsideratle number hame come im
during the perlod of depression. There was no definite relation between the abane
daned farms am& the ones still oultliveted which would charasterize the latier as
above and the ‘fﬁ»mﬁer a8 below the ‘mrgim though the relation was obvious envugh
in meny cases, The persoml element was sz welghty as the influense of soil
condibions.

if returns fall below “normal" the average plomesr has no cholce but o oo
tlnue 1o produwe in order to meot his obligations, unless he wishes to lose all

he bas sunk in the land and part wih his stock and puifit at heavy loss. He
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eamety.sg@ far ah@aé, a_nd‘mast at all times be ?Nﬁ&?ﬁ@ fér an wopm :fi“kahl#: year
or two. | Only when bare wﬁs&a@enee fails t-k;muéh a series of progressive down
hill years is hé likely %o sbanden the lanmls “Bare Subsiste me® is a conception
whose interpretation varies with the person, time end plage. 506 long as hope
seeps good for ultimate suctens, the ides is very elagtie. It is as dif fiouls

for him to restriet as to inerease p:'aﬁwi;iam ginge he is alveady obliged to wrg

e

at full mpaﬁmy, Extension is e};’f*a@ml exeept that due to colonization or refurn
to atendoned fams of obsenmt Owners. But the gradual extemsion by old settlers
will indicate the true margin béttavr than the ¢bb and flow of a siveam of new
colonists, Thug, while the mm:fgifn of sebilement and cultivation expands and gon-
tracts ﬁth’ the economic Margin, it has less elastieity anmd the colneiderse is
never very ¢lose, |

The rental of the Imberlake land for the past ithree years has amounted ganer-
ally o the taxes, whether ﬂé%emﬁ.md by direct agreement 9# by erop shares. Thig
of ceurse is not, as o rule, the best land, for that is generally cultivated by
the ownere. On the other hand, the economic rent for 1924 was caloulaied as on
the average a megative rent. (Appendix C). In times of g-g#iculmml prosperfty,
the 'temiemy is for the waﬁmsﬁ to expeed the amtr@t rent, but for the a‘em%e
ract rent t¢ be above azonémw in times of depressione The farmer is willing %o
hold on, to possess an independent jeb, some retwn ‘o capital, and the change

of recompense with the next cyele of expansion.

In all land theory the principle of Diminishing Retwrn is of central impor-
tance, RICARDO makes it the foundation of his Lsw of Remby and JOMN MILL ealls
it "the most important proposition in Political Doonemy®, (1). UThis tendency has
been so of ten misinterpreied and misapplied, so often Linked vith mcit‘a#ﬁu@*
tions of limited validity, tlet an exemination of the principle is a necessery
prelimi‘mrfy. | .

- “"After a certain peint ie reached, all other things remaining the same,the
returns 0 suceessive applications of labour and capital (or units of predustive
power) will diminish"; - am an extensive form of the same prinedple t

"Bepgud & certain peint, every a&&ﬁiﬁn&i gquality of land taken into cultis
vetion, will give » diminishing return %o equal doses of productive power. (2)

(1) Mil1, Principles of Politigal Economy, Bk,1l. Ch.Xil, Sec. 2.
(2) MNicholsen, Elements of Politieal Boon. 2nd Rd. Pp. 69, 70,
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The a’iamve atawmema by the a;blast 1iving Brimsh Bconomist, are i.n harmany
with R,IGARM (1), kﬂﬁa (3), a.mi ﬁ*:.her earlier leaders of the @lassiﬁ anh@ﬁ. 3:1;3

| secanﬁ ex' extensive form is an%her way of aﬁaﬁing tha:’c the more produciive 1and

(im the 1arga sense) is apnrapriated befam: the less preduqﬂw, and reqai.rea ne
discussion, OAREY,it is true, dwlams this proposition net enly an erver bud
the direct oppusite of the truth (s,).} We shall later show that this writer is
led astray partly by misconceptions of the law in question, and is more wrong
then right in his genevalizations of history.

It hag bLeen ws’w&é that the extensive and intensive develg;pmant of .Mnm#h-'
s.ag Return kwp pade, Such mey indeed be the natural tendency, but this iz net |
true of If&mﬁ.taba conditions, Hemestead regulations allow the appwpx“&aﬁmn of
more land then the average fameyr van bring under eultivation ;f;;.r yeers, while
mé expested rise in priges of land leads to greater appropriation by regidente
amd to speculative investments .ff‘h;ifﬁ mi&s;' lands {rom {3&1_‘&5;%‘3-’0@31 and tends to
extend the margin, ab the same time giving less motive for 'inité"iasﬂi‘xe gulture by
the wmw‘-

It iz often assumed, but seldom a&serteé.. that Diminishing Return is the

‘universal law of sgricultwal profustion. Even sgue of gur leading writers have

wade this tagdt assumption in their development of produgiion theory; but in

directly dealing with the mbﬁu;@}t,, there is general sgﬁaéﬁxem that in 2 new

country ‘che%wﬁemy for a time will be that of Ineremsing Return. The line ¢
clesvage is regarding the stage at whigh Dinindsbiug Re*iu‘m be;:scmas dominant.
This di fference is at the rook of mugh of the conflict between the ﬁme‘r%séan aud
Exiglﬁ.’ah Ee W@;@iﬁﬁ&i gach mf}.feﬁ?ﬁiﬁz corditions of thelr own envirm.én’&.'

The reason why the first tendency is ususlly e Incressing Retuwrn i ﬁx@
there i§ 8 necessary axpez’x#iva preliminary winimom of ‘eulbivation Lo sesure any
return wba*mwm and the suegeeding wwits will for a bime be more ;;n*aﬁusmm.
The &normous distribution of grain gars in the wwt has spread many of the
world's worst weeds throughout tie cultivated lands evemhere. A gertain mini«
wm. of prﬁ&ismm pouwsy will merely wake the land capable of bearing s minimum
of prwwé‘; while the next additioral units will preduce more evident resulis.
The sdded culilvation will often give the ordinary plonger a chame to get betier
return in the i.tsm- of e‘anﬁkiéaﬁﬁw -tzsé of machinery and horses which might other~

(1) m., Pringiples of Pol, Eo. & ‘I‘a.xatien. Chap. 3.1.
(2) Prineiples, Bk, 1. Ch. 13,

(3) Garay. Pr&m;pl&s of sasia!. Sgienge, mewe.



wise be idle for parﬁ of the time, Ursctors sre often wrked night and day,

binders and other more expenshve machinery sre worked in shifts co-operatively

by small Qiméer farmers, and labour ls often similarly exchanged, _
Diminishing Retwn is o stati¢ principle. It makes ne comparison of one

age or syétet’a with another. It is freely admitted thet inventions, wmamnt

improvements in the sodl, changes in the system of cultivetion may axxﬁ probably

will counteract the lew for a time, but “after a certsin, and not very advansed

stage” (1) Diminishing Return will re-assert iis sway. The improvemenis which

are counteragiing and positponing this operation in the Interlake are Drainage,

Road Making, Steck Improvement, Diversified Farming, especislly the introduction

of sunflowers, sweet ¢lover, alfalfe,; and sugar beeis.
The principsl difficulty of this Dectrimis thet of {inding & coumon measure
for various "units of produetive power®, and mother for the varipus creps in

case of Diversified Farming. 1Ihe produtts of the Interlake include such varied

commeditles as dairy produge, hay, grain, fish, wool, meats, furs;, hides, coréwooed

lumber and senega root, Hach produet has its law of retwn et a given time, Some~

times the relatiom of power to retwn is quite definite, but with same crops thers
is a large element of furtune, making large averages necessary for reliable ree
gsults, It therefore appears that there is ne place for the. artificlal simpmei.’ey
of the generslised wn«;eptimi of "eorn® representing the a-hiaf food crops. Yetb
there must be some measure provided for the returns io productive power.

An obvious suggestion would be to express all these returns in tormg of
money values, bui to do so ?mld be o read into the doctrine 'semething whidh does
not belong there, Diminishing Return is a phenemenon of a state of progress when
Capital and Labour are abundent in retie to the land. In this state of soclety
the Landowner's position is & strong ¢né, unless he has 40 meet foreign competi~
tion. He enjéya agsured merkeils and prices which ai lenst compensate for the
"Diminishing Return® of produce. Thus a m@neg estimate would be misleading, and
might indieate “zz:c\i*e.asi ng Return®, where the actusl tendency was Diminishing
Retwn., The ‘la..w of Belurn Has reference to pmgln#e return per unit of power.

Aseording to MARGHALL : *Diminishing Return has its ohiet applieation nod
t0 & paﬁi’a}uj?.ar erop but to the chiéf foods.” (2) "The units are rough, more or
lasa.arbi{bmﬁ modes which aim at ne numerical precision, but will yet suffich

(1) Mi1l, Principles - Bk 1, Chap. X1l. Sect, 2.
(2) Marshall - Principles V, Vil, 4.



for the broader purposes of history. {1} This great ecompmist has traged hrad
many pages the é&m&nishiug utility of unwise distribution a&-resaurgea,vand dinin-
ishing efficiercy of failure o 50 empley the pringiple of substitution as to se-
cure the best net return 1o productive rescurces; snd has puggesited a gloge r@l&v’
thon to the law of ﬁiminisﬁing Retum, when he gpeaks of sgriculibwral rent as the
"leading species of a very lerge gemus”, He wﬁi&, now seem to employ too sweops |
 ing distinetions, to warn the reader sgeinst serrying his analegy too lar. It is
true thet the pation at large may feel the pinch of conditions which bring weslth
40 a privileged ¢lasy; the faet remains thaet each fapmer has his own pxﬂbxé& a8
to the preveiling law of produstion to which he must adept his cultlvation or '
fail, The nationsl law is but the average of all the individual laws, Nor does
the law spply te food crops alome, bui 36 all agricultwre and raw meterdal supply,

The fact is thab esch producer must st esch stage consider the distribubion

E of his resources, especlally in meking new investmenis, IHe will consider the
relative advantage of so much machinery, s¢o much horse power, or- aﬁdidiamal ferm
labour, He will balance the. adventage of employing these pwwers in more inbens
sive cultivation of his present land, as compared w@ﬁh spending ai léast part
of his vesourees in buying or lessing more lapd for less intensive cultivation,

| If he decides on more intengive cultivation, hé thereBy expresses the bellef

1 that @iminishing Return pperates feebly, or not at all. If he obtains mope land

z\he thereby expresses the contrary epinion,

| MARSHALL'S DPistinction iz based on the "sbsolutely limited” quaniity of
land, and ﬁh@kﬂxndaﬁtr&ai plant which can be incressed withaat imit¥, {23 Bven
if such imerease weré possible, there iz si1ll ihe more imporiant cowsiderailon
of raw material in which supply Diminishing Re%ura weuld play an Lroressingly
important rele. In gconomic higtery the 1imits of cupital an& labaur have re~.
gtricted pregress more than asny "sbsolute limit® to the quantity of the longd, =
at least under cenditions of Western Clvilization,

SELIGMAN, on the other hand, regards "Biminishing Retwrn ns the nowmal tens
dency. in cempetitive indusiry®, with Iﬂ&raaaing Return a sign of "n tendency %o
Mongpoly®s {3) But the basic condition seems to be the relative supplies of Lend
aﬁd-musﬁm' power. In a new counlry ihe veturns in wages and prof its sre
higher then iﬁ older aaﬁnﬁriaa, keeping page &Qﬁr@xﬁma$ely with the return in
(1) Id., 1¥, 111, 8.

(2) Principles, IX, 113, 8.
(8) Incidence of Taxation, 4th Bd. Pp. 842«3=5,
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agriculmre. ﬁhus each country 5.n its eq anomir:. &evelapmnt slzmwa & pwgmsaiv&
change in xts eapim}\ erganim'ﬁian, amlngoua to tkzat izs agricmtm, fmd du& 1:9
the same cauge - a movement 10 evade Diminishing aemm.

If a considerable ares lik.e the Interlake be regayded as one nétio.ml e*sta%@,

then the cost of all publie improvements will be ingluded in the ”anits of power®;
but these are by far the masi; produgtive mzits, especially those applied t¢ voads
and drainage systems, Such an eatimatian will accentuate the force of the pre-
Vgi;i.ng law, = mgreasmg; Returne. If all the .populjatian Qi’ | the Inter&ake ‘c;;aui;ﬁ
he concentrated inte half the ter?itﬂryg the develagmani possible with lighter
taxation would do away with meny of the war'ais disadventages of ploneer life, and
the peaple world be more ccmfmrtable and prosperous,

Gypamn and lime are imper‘ban’i; In‘berl‘ake pr@duzts. There is an aswnﬁa}. dif-
ferem:e hetween the imens:’we appxiaa*ﬁinn of Diminishing Return .’m field eul*hnre .
and in mines, In this development experience has shown that large capital is es~
sential to suecess, and that at any point & large dose givea proportionately largs
er return., The failure of companies whicﬁ have since ?eargaaigeﬁ and with larger
capital ﬁave gusceeded under the game menagement is confirmatilon of the wali{,;gfy ‘
of this ten@enﬁy. To borrow a more siriking and familiar illustration irgm’auty
slde fields, the Yukon Gold Company teck over large holdings of claims which the
small miner was forved te abdudon and, with large scale production, reaped re-
turns larger out of all proportion to the investment. (1) The Diminishing Retmrn
shows itself in the peterimg out of the supply, and has more enslogy to the ex~
haugtion of soll tirgugh impreper cultivation then t9 the Diminishing Return 1o
intonsive cultivation. SELIGMAN attempts to tredt this as o diminishing return
in value depregiation, but there is litile theoretigsl advantage and much c;-
fugion in 8o wresting this principle from its original spplication as estimated
in ratio of produce to power. His suggestion is applicable to acecounting rather
than to economic theory : "We must write off annuall?;” he says, "e sum from our
gain, which when sepitelized at the rate of production will ultimately amount 4o
our original ﬁéapim&“. {2) This plan has no relation to the law of return pre-
vailing at any given time in the development of thé mine, It would be necessary
for praper agsounting, whatever the Law of Return.

(lg Yukon Gold Pields =« Dopt. of the Interier, 1910,
(2) Ineidence of Taxation, 4%h Ed, P. 241
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F&smﬁg is engther .impﬁxfﬁm?&r geasonal :_lndus»tz}y,_ The exact operation of
the law of return in this inﬂpgtrjr is s disputed question, which must be ;sems:!.fgﬁ»»_
by resparch of blology snd statisties. The orthodex view places it in ,a‘ posi~ . |
tion amlogous to fiéiﬂ cultivation, laylng stress on the value of regulations
as to metheds of caplere, open seasons, aud resiocking of the waters. On the
other hand meny practical fishermen deubi the efficiency of the efforts pub f orkh
by the govermment, é;mi ere of the opinion that the verlations in fish supply wf‘& |
due chiefly 1o causes over whicﬁtmm.has litile or no control, Uhe difference
is therefore over the law of retuyn, The spread of fishermen farther away into
more digtent waters to supply the demands of the m}zeﬁs ﬁaa&d indicate that in
lake fisheries at lesst the orthodox view ls mere in ageard with present fenden~
cies, and that Diminishing Return preveils. {1). | |

GAREY'S attempt to c@mirovert. the prim&ple of Bimin&ﬁhing Return is basaé
on the cantantim that early cultivation sought the thia apl&mi seil, awoid?mg
the rank growth and malaria of the richer bottom lands, so that progress was
ever downehill 1o the more fertile soils, and thet sccordibgly the prevailing
low has been Increasing Return., He interprets the law as historic rather than
static, As to ﬁis statenpnts of fagt ~ “"Byeryone knows,” ssys MILL, “That it
is the higﬁt&in soils that are left to nature, and when progress of population
demmg an ingrease of culidyation, a.:he extension is from the ple.ms to the
hills, Once in @ century, perhsps, & Bedford I;ei%el is dmﬁ.rxéﬁ or 4 Lake of
Harlem pumped out, but these are slight and transient exceptiions; and in pld
countries little of this sort remsing to be done®. {2).

The getilers of the Interleke sppropristed the hisgh lands, svoiding the

deep fertile marsh soil.  But this plan, expensive as it wes, bad not the pro=

hibitive initlal minioum of -mmm large sress ~ o task pragiicable only far
the government -‘ﬁi“@" large land if@rmmm&ﬂ% company . |

In some nom~English cowmunitiss the guarters are ofiten subdivided inte two
or even four farms for the purpose of betler cultivatlon. 7Those who follow this
plan are neither the less intelligent nor the less presperous. Such facts indi-
cate that the law of Diminieching Beturn is not yet in evidence, and does nob show
itsel? so early as JOHN MILL believed. |

(1) Cormadian Figheries « Commission of earxseﬂmﬁan m@a. Gommigsion of
Fissheriea - mmims 1826,

(2) er,ipw.s: 1, ¥11, 8.
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IT_h;,ev fact that few of the famrs in the Interlake have yet bmughﬁ_ all their
bés'*i; land i.aﬁg pr@g%ugtién ih@i‘#éﬁw that they have not yet felt the pressure tf
Diminishing Returm.

ZNCOME, |

The land sygtem of Bagland; with it Landlord, its Gapitalist te,mn‘b*imm
and its Lebeurer, all receiving their returns from the same land,corresponds with
the threefeld Classie ‘dlvision ’éz' Xmsm inbo Rentb, Profits and Wages, The systen
no doubt had grest influence in the formalation of theory, In o ploneer terri-
tory like the Inteilake, Secial conditions ere less differextiated, and this adde
to the diffioulty of applying Classic Theory, The same man; m’r‘ family imm, |
usa;&lly regeives all the mbove gﬁa&iﬁﬂa 0f. the ‘ihcm;. which fact Msm& %he
practical imrtame amﬁ vdde to the theoretieal difficulides of the division.

It sometimes leaves a aebatahle border between imm and costs of pwdmm on,
which offers a grest ﬁiif&mz&ty in discussing ec mm&a! problems with the fammer,
A further complication under present conditions arises from the fact that ah
present the w:amgé Tnterlake economle rent is negative. (Appendiz G) Where
land is rented, the contrast rent; as shown above, doses not coincide with economie
rent. This :Eg gulte differend fﬁﬁs*ﬁaﬁti&g that ymi land in the ;az'né;erx.ake yi!e;m
economie rent. Singe the average lamd is close te Mergin, mich of it must yield
a swplue, and this a survey of the territory will easily show.

During the past four years the lot of the Retail Merchent has not been an
enviable one. The great trade expensien of iﬁﬁl’?ﬂ»%&’ found most of the setilers
gtruggling teo gaet 8 f.ﬁétiﬁm and -ethex?a’zmaring in with 11%% vax- no copital. The
expansion of business was chiefly an expaxwisa of credit. With the 111&3&% glamer
or of three deller wheat, xw one hesdtated 0 ask or give gredit almost withoud
limit, In such circumstances the mamaus inf latim of pri@es mada ne ebatacl&

10 sales, as melther the merchant mor the customer wes willing to velieve condi~
tions sbmormel. Thus the boom,which ﬁrmgmz pmw&ﬂ%y elsewlers, plunged the
merehents inte debt to the whﬁiéaalerﬁ; lvaded tﬁeir shelves with depregisted
gotds and their iaaékﬁ with agcounts, some worthless and some véxy tedious of é@:ks-
lections Their determined stlempts to resist &afiat&i&n ouly subjected them to
keener competition from mail order houses and chain stores.

Some of these chaing consisted of a;ﬁv&u@i branch stores of one common ¢ompany;
same were but agencies for dispesing of Job lota of goods obtained by ce~operative

buying. Bome had nothing in common expept the senmior partner, with a junior at |
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each braigh; or sometimes a menager who eperated the store on some form of
percentage &rrangément,« The ymmry sdvantage in esch gage was in the ¢o=
operative buying. At present the chain system shows & Yengency o disintegra~
tion; with voluntary amngleﬁmem%a-mr common ﬁﬁréhaﬁing.n

- Co~operative en*hwprim Wag x*a*ﬁhw popular duving the years of the ea'mm
War., Probably the principle never had a better change %o sucosed than in ‘the:
case of trading compenies with shrong neubershipy Mﬁiﬂﬁiﬁg about 19373 and the
apparmniﬁa:s .«fax“" ﬁmamemeﬁ"waﬁ equally unlque. But the situmimn reguired bold
yob cautious mamgement., A ¢apsble memager can only be sedured by payment of a
sa;l‘wy‘ such ag ‘his aMility can ¢ommand elﬁewhgra; This 18 a faot which the
Farmers® Company séems seldom able to realize, ?emyﬁ»wim gconomy and vexa-
tious interferemses deprive them of the menagement vhich might 1%;& 0 success,
The lack of such mamgmem brought these enterprises to the same disagtrous
end, Two Farmers' Co~operative Creameries went the same road for like cauve.
in evarj@gs& the defungt bupiness was sucsessiully reorganived under privale
menagement, |

The searcity of ¢ash in meny of the remoter setilements has led to the

&m}ré&apman'& of & system sppronching barter. In some of the gentres where the
population iés ‘Mrsﬂ& fran Central Burepe, ore or more merchants of the same
race and lamguage transact the business of the e;smzz&iyi sometimes on o gom-
misslon, sometimes by purelese; but in either ease paying chleily in atore
£00ds . Pz‘i@sa are quobed in cords of wood, dozens of emgs, Or bushels of pote~
toes. Thiz system is atiended with a marked chespness of farm produce; and an
equa lly marked high prise of store goods. It usually results in a considerable
premium on wMoney, s;‘f'w-n: a5 migh a8 twentyefive or even fifty percent. Some of
the taueptiam& prof its of the business represeut a quasispent on vave linguistie

abllity aambiaea with knowledge of rage psychology and edvantage of the "con

junciure™.

Thig period witnessed much iaégisiati@n of a soeialistic tendency, espeeidlly
in&uaﬁmﬁiﬁg government fisanged plans of rural lmprovement or land settlenments
We are hera treating 6f sush schemes wnly ag they worked "t”mt in the Ianterieke,
and with ne rgfex%esga 14 the speeial authority which made them effectlve. Three
of the most typiesl were the "Gow Scleme®, “Rural Credits”, and "Soldiers’

Settlement”,
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The Cow Boheme was a wel:lfcangamééklan to improve the breed of stock m
this provinece, It was wortky of 'éuc»ﬁiéaa, but it fell en evil dayse The schems
vas launched when prices were at the peak, or near it. By the time the most 8f
the needs were supplied, the inflation bubble burst, *'-éqm at one hundred dollaréd
are not oui of proportion when Butber-fat sells atb Mvemrﬁm gents, but is an |
impossible veluation when the pmtmé#fal}.fs twh~thirds in prige. Ie the {aymprs
who trisd to meet their obligetions, the burden wag erushing. The evesion or
partial @‘ﬁa‘sﬂiﬁn of many was & great éxyenaezg and considerable dead loss. It had
the further effect of discrediting all schemes for stock improvement  the Dest
hope of the InterLake.

The Rural Oredits represenied é scheme of decentralized rural finemce with
insuffifaiem check on the ahﬂity ‘of the logal ﬁi&eﬁéw, or control of thelr
operations, Hundreds of %h&maﬁdé were invested on the recommendation of men
on whose judgment no private loan company would have riske*d & dollar, The pre~ ‘
sent result v}as recently stated by the Provineial Treasurer, who informed the
Direstors that the province is now carrying %?,B@@ of uncerialn accounts on
which they are paying 3% more ithen they are receiving. (1) |

The Seldlers’ setﬂamm ‘Seheme will long be regarﬁ;ecz s the glasx-si_a‘. sxample
of an illeexpcuted government project, so far as concerns the fnterlake, The
Settlers geemed to be placed ag s rule on the most hepeless aréasa; but at priees
which were out of propertion even for those days of inflation. Few of the Sol~
dier Setitlers mow remain. The others 1@‘#‘& their own fnvesiment and the loang
advanged by the Boerd, while their stock was sold at a swall fraction of its
¢ost, Their failure was followed by the repudiation of taxation by the Board,
W th the result tha+ »a#a“ry manicipality and n;éé»r.ly every e woul digtriet was
badly erippled for reveme. A large part of the orgamizatlon and expw;sa' mi’
schools was incurred to provide for %Haa@ gettlers, and it would seem only Just
Shat the cont 6f o national blunder should iw‘ 2 xa&%siaml expense vather than & |
burden on a few who are least able to 'S.ea? ite

On the basis of Interlake experiments, there is litile to cause ihe sial~
wart individuelists of the Classie school to change their views on secialisiie
legislation, Goverrme nb udﬁﬁi#%r%im epplied to business fails to supply the
initiative to meke the most of favbrable eﬁh&aﬁﬂw&, or to pull sut of an us-

favorable situation with » minimum of loss.

(1} Premler Bracken 10 Rural Gredits Aunual Goavention, 1926.




ﬁ'gﬁn

Half of the Interlake is organized into municipalliies; the remainder
has ne organization bul the Schoel Disiriets. {Appendiz A}, ' Unovganized ter-
ritary-ig subjest to 8 pr@ﬁi&ﬁial-£ax=nalle& the'ﬁuaiaiyai Qammiﬁsi&nﬁ#’s' o
Levy, and a District Schonl Taz. “The lani is agsgessed &b a flat rate pé’r' 000
The gypsum depasite are taxed ag 50 much rural &ereags. Taxes on fish and
produce may be levied but are atiempted only in excepilonally favorable con=
ditiens, Stores, Creaueries and Mills have their usual $ex often on a light
asgossment in l&gu of a bomus. K@»’M&is’f&f g-@verﬁm&n-is. leasged Iand;s may be toged
but there are opperiunities for evasion. |

In the municipalities there is the provineial iax, also s geeral sohool
tax to cover a grant of §8,60 o ﬁay-ﬁ@-ali\achaﬁXS; apd o local school tax for
each distriet. The sssepsment is ‘wﬁed}‘an the selling value of the land, with
other tazes as in unorganized terribery.

Orthedox eumowists teach thet o specisl tax on producitlon will be shifted,
but net a gemeral tex. For Interiake sonditions several sdditions wust be made:

1. A tex llmited $¢ » narrow distriet will tend to be shifted a8 16 logal
markets unless ouiside pompetition becomes e:ffesﬁ.ve ¢ but for gensral markeis
-em?xx such part can be s‘mf*&gd ag will form o common element in an area lage
anﬁagh. to affect the mar i, v

2. - Where mobility is lacking there is not much shifting,

3« In the Interleke there Is no vélidity in the separation of the land
tex inte a tax on the various fomms of Income for purposes of iﬂ&iﬁen&e. The
tax is one on production values.

4,  Only primery results need be considered, "The Long Run” has n¢ sig-
uifimamge in‘raﬁiﬁly ée$éx6§ing;pi@ngar‘areas.

In the Unbrganized, the flat rete is a "fized rate per acre” which, accord~
ing to SELIGMAYN, should be shifted to the eonsumer, with sddéitions. (1) His
veasming is based on the angg@gi%i@n that the morginal man must quit produsing
if he ﬁannéﬁ raise hig prices. Bui és‘aireaay ghown, he will hold on as long
a8 paésible. if he h@lés'ﬁn,iang=ea9néh, he will pease %o be submgrginal,
through gradusl famm lwprovements; 50 thet in such vase the theﬁry'éails e the
ground., The area is tos small to affort the margin in %i;;ei general marked, The
aultivatar #ﬁil'haar}sugh tax as he gawnot shift &qsa;lgs- Such shifting is of

(1) Incidemse of Taxation, P, 259.
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l;?tle_ ;m?a;‘tange., &nd ot most the sommnity still rell it back and forth in
local prices, %o that the shiftinmg 1s very slight and remains on the community.

In se far. ag the gmg;n eloment forming part of ﬁw’ sosts of produstion o
the general marked is shifted, it was shified befors tkﬁe imposition of the Inter-
Lake tax, a8 we wight paradoxically observe, and therefore not shifted at ail; -
The prevailing tax wide emgugh to affect the general margin will be a guasi-rand
on exemption for uniaxed produgers, which the imposition of a loeal tax removes
-wgnal,ly or partly scecording to its amount, and is fo that extent an added burden,
In theory this boms < either positive or negative « amu?a in every tezation
area, but its importance is generally negligible,

Local sawmills, choppers and grist mills, sell their produce locally and
are thus able o shift the tax in se far as it is differential for it is never
large enough to owercome their logal advaniages over outside competibion. The
tax on ¢reameries, which pré%ﬁe for wider markets; cemot be shiffed to any
tm‘w i% ﬁaak'm the &liﬁr of oream, Owing 0 the keenness of competition of
eity Qremﬂ%s; Byt o creamwery is. such an asset to the small town that the
- mawmafaeturer is :}.n 3 ssz‘éﬁg_bﬁ?gaining position with logal faxation suthorities,
and usually esdapes lighily. The result of any failure of the management 4o meke
a good bargain will put him ad s disadvantage which ’tmderv his law of Inereasing
Return will tend to e&&miaategﬁﬁmk§rb&fthe competition. This process works
'ga%rd monepely 'Mai;:k.‘ if' it -géa‘s far entughy w.;i.il shift the tax both forward
and backe .

High grade Lake Menitoba »“‘éreén‘i ish" have o speeial market in New York,
rather inelastic because fiepenai;hg 3,»gr§e3.y on n@n«ée}émmié influences in gon
sumption. Being s sessorad industry, there ig considerable elastieity of swpply.
In the rare cases of a tax on £ igh ktmd at railway points for shipping, there
is little probability of any portion being rolled back on the fishermen, unless
in an exceptionally zood year. If gm@aﬁ?ﬁha Interlake, “tne tax would be larges
ly shifted o the consumer. Ordinarily there will be little shifting in the igo=
lated cases of its imposition; but the Gﬁmp#niefs fight hard sgainst the tax,(1)
and show & tendercy to aveid tazation podnts. '?ér these reasons the tax iz nob
attemﬁaﬁ“emeg#ﬁz pﬁ&nﬁs enfoying s;&acié; a.dvé.‘n‘;&agex of situation,

{1) Hodgsem S.D, 1922; Wimnipegosis 1920,
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As ﬁﬁatmé abovi, the ﬁyaaam:séx igbg flat rate &n‘ﬁha lands, This hag al-
ready been discussed. But there are special reasons why. this tax camot be
shifted. Production is under parilal monopely conditious, and for merkets whose
© demands have 1o '?élﬁt&;m to logal ’faaxai%im._ The tax will 3ie whers it fails,
and the ‘gﬁmpmw's ‘laf.vbﬁ#mx'ﬁ will not suffer.

A speelal ﬁax on hey or eadwood or pulp 5%@#&& fﬁz'shiymgnm is effective.
only where &'shippiﬁg'pﬁiﬂt‘§£fera‘aﬁ-1egst equal differentizl adventages. It
aaann%.raisa the prige‘ﬁa_the gonsumer in the wider market. The extent to wniuh
§% is thrown back on the producer depends on keeniness of buyer's competition,

ﬂ# & rule the gr@&u@er has to carry masﬁ or all the b&r&&xg quita freqrently
with aﬁﬁiti&ns, Sometimes imstead of cutting the price, the tuyers discontime
cash purchages and pay only in trade, Comparlson i‘m such gases shows that this
is o shifting back of ‘tize tax, with heayy additions,

i newly organized municipelity or sehvol distrigt in a primitive compunity
offers a favorable ﬁppgrm:}ity to study the Capitalization of = tax, and %o gtudy
the valigity of the distingtion betwoen "onerous® and "beneficial® tezes. "Texes
for syegifig purp&seg,whieh-mainiy.asngefn the‘inhabitaata of the taxed aves, are
deemed e tax ab s, 5o far as belng a burden®. (1) They mey be regurded as
payment for services, and are only & degres nore ge'n'arai than feess Such taxes
have been galled “hemefiﬁiai”. The more gemeral texes, whose utility bag been
obseured by ais%ribuzian gver & wide area or in ngneecenomic purpeses, are called
onerous®s A distript dreinage tex is cleaxly berefislal, 4 tax for national
. defence would be déemed onerous,. In untrganized terriiery ﬁhe scheﬁi digtricts
of ten exercise the power of lotal %axatiﬁn Tor roads én& drazinage. This tax &e
never caplialized in lower values of land, .Gm the other hand, the Munieipal
Commiasioner's Levy is an onerous and very unpopular taxe. Intermediate ba*bwleaﬁ,
these taxes are the School taxes. They pepresent a shading ‘of the two glasses.
Bgueation is 8 national cowcern, and the tex is levied om 2ll, vhother using the
schosl or note It has ue gquepatitative re.la.izi@n to the relative adn*a.nﬁ:jage the
different ratepayers derive frow the schooks FProm this view the tax might be
considered omerous. On the other hand, no one will deny the ecomomic advantage
o c.wﬁpemﬁiw over ’indiwmual effort in education,; or quesilon the ¢msh value

(1) A.BoClark, Mh, F.8.8, = Beal Property Taxe
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~of an availsble school to the parent. As the majority of ratepayers are parents,
the tex is s¢ far bm‘ae;fi@ia;.‘ The test gf the réletive value of these two views
is the test of Gﬁpi‘talixst;an. »

. This phenomenon in & remgie éistric'h is worthy of study. MWany ploneere have
little congeption of the need or the value of cducation. They gré often inglined
t0 resent the imposition of a school am its resulting tazation. Some of the
least enlightened sell out or abardon their lends to escape the unsccusiomed
burden, By doing so ‘hhéy beay the whole ¢apitallzed burdem, and then only poat-
pone the inevitable. Unless they move i@ther back, they camot escape. It *iznéy
move beyond school areas, the aeﬁel.apmnﬁ goon overiakes them again, Thus lands
at firet fall in prige, but there are as many less favored aéti;lera attracied ae
the omes repelled, With clearer public epinion, as the | advantages becomne evident,
the fomer terdency loses force, while the latter grows. 8Soon the value of the
Jdends rises above that befare the tex was lmpoged, even whén general conditions
remain stetice For this reason even enlighiened bachelors and non-res demts do
not object to o mederate preperly administered school tax, It thus fippears thet
the degree of onerousness of this téx depexds on the enlighténmen‘k of the m‘ﬁeu
payers, A general school levy is more onerous than a loesl lax, and less cheepe
fully paide

Practiegally all that has been gald sbove &s applied to unorganised terri-
tory, applies to municipal areas, except that the sseessment is made on acdtual |
selling value, which is the same as a tax on net wofits. According to RICARDO,
1t should be shifted to the comsumer (1), but as shown above, this assm#a
mobility whieh in o pioneer territory is quite lacking. Some portion may be
shifted in legal merkets, subjeet ?t;e observations stated above, but the tax will
not affect prises in wider markets,

The limits to the shifiing of o Merglants' tax are set by the fear of oubs:
gide competition, which is also the limit to their price schedule in amy eage.
It would sppear that in most retail trade the tax will not be shifted to any ex-
tent, This consideration will be less effective in some lines of business such
a8 butscher, lumber dealer, and others where the local cmdition tends o monopoly,
but will be reinforeed by comsiderations of elesiicity of demand, a,l?e&dy effag~
tive in thelr sehedules. |

(1) Principles of Polit, Economy & Texation. Ch. X111,
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ﬁ:l.;sasaiw Theory ig based on s number of assumpiions, tacit or expressed,
which have limited velidity in the ares under survey. These assumpticns and
Qanﬁwptiém have s6 cpldured the Thaazfy that with changing conditions it needs
careful restetement from time to time, Produgtion today is mostly for wider
- markets, and must ree?kﬁn e.z; wider competition. Ploneer agriculture permits
of less ‘niabﬁ.iity ard adaptation to sudden changes, The plonger is frequently
limited in resources, training and knowledge. Hé is moved by racial and re-
ligious preferemes, luve of aéiwmure, and other non=economic influences. .
His caloulations are based not only on the immedinte gain, but also on the
prospect of future independence and competence through the development of the
country and his farm. ' Suc:h drownstances minimize the mmegtiena 0f minimum
wages and necessary profils, The marginal o méeption takes on great elaaﬁ&-'ﬁg;
md hag signifisance only in the long run, which undey pioneser cméiﬁ ons seld'a‘m-‘
happens,. . | |

Production for wider markets takes on conglderations which had 13tile
weight & century ago in England, but Classic Theory applies with slight modifi~
eation to logcal markets. ‘ |

The Margin advances and resedes with trade conditions, but the margin of
eultivation corresponds very i@erfﬂenﬂy with the true economle margin « puases~
sing much '1@9;# elasticity. Ei#&miisy of praéu@e complieates the marginal pro
blems, The principal factors are digtanse and f&rtiliiy, both of which are re«
lative to crops and conditions. | |

Diminishing Return is of central importanse in ﬁprdd’twtien. It shows it~
self in the extemsive and the intensive forms with the growth of populaiion,
In the Canedian West the limral‘ homestead m}g&ia‘tinns and cheap landé have
caused the exitensive action of the law to bmﬁtriy tﬁe internigive, The evif
dence of its extensive action would be se:én in e farmer bringing all his |
available land under cultivation and geeking for more, Its intensive effegt
wc;;ld be the progressive substitutdon of erops requiring closer cultivation,
Ne ither ta‘rﬁﬁn&y is at all merked in t‘;&_é Interlake today,.

Applied to the territory as a wnit, im tendency is f{a the opposite &l ree~
timi M'presmzb. There gan be no daubt that the p‘r@‘.ﬁem, gettlera wam be

mach more comf ortable ﬁnd prosperous if more cmcentrated. They would escape
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eorrespondingly the welght of schopl and logal improvement taxes, and enjoy

bettor roads, markets and seeial advarbeges. This reflegtion suggesis the
question 'whe*th@'v"éhe present system of free homesieads without resiriction

as to lecatiom, end the unsystematic method of alienating publie demaln, has
not been maﬁ extravagant and detrimenial to gumis interest.  Ingtead of
promiscucus homesteading, the land might be gpened one row of townships ot
time, until 8 q@nai&e‘rable pergentage of the aree had been taken up, after
whick & new row might be opemed, This system, combinmed with the Vakefield
Golenization Plan (1) of selling land o actual settlers, instesd of aifag';ng.
free homesteads, and thercby establishing & fund for aiding the new settlers
and making distriet improvemenmts would probably be betier fer all, except
speculators and pqlitijaim#. Lam speculation would rege :wé & heavy blow,
and the solid blocks of solonists of a single nationality, perpetunting racial
prejudices and complicating administrative problems, would not be formed.

The texation of farm lands, though mominally light, is relatively very
high; and is a heavy burden to the ploneer (Appendiz B), None of the taxes
of the se-ﬁl@'w are shifted ty any extent; ond none are lifted from the commun-
ity, On the other hand, all the goods purchased come in freighied with the
weight of taxes lovied in Industrial or sameercial cenires, or impert dubies,
Thus the ploneer bears hiﬁ‘ own tex and ym ©f that levied by wealthier som
mn&‘&ies. Thege fegts Justify amy special grants of the gwwmé;t to plonser
sehools or losal development prejects.

School and municipal organizations offer opportunities for the mmwm
of the phengmena of Bapitaliﬁatiam and the aei‘;tzéma of onerous and baﬁef ieial
taxation, The wider the ares, the more unerous the *haz‘ai; the more specifis thg
purpose, the more benef i@&a&.’ agapitelization” is the test of the degree of
onerousness,

Under very Ia& orable eircumstanges Copoperative trading and indéstrs' have
been largely tried and found s feilure, so fer as Farmers' Assotiations are
concerned., False economy has been the rock of shipwreck. o

The problem of rural relailers has heen scute, They show great lack of
edaptability to resurring trade cyoles, anmd to gredit problems. Meil order
houses are making inereasing inroads on their cash business, so ag o give

(1) Wakefield, View of the Art of Celonization.
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rise 1o the problem of thelr swvival, and with it the continued growth of
smali toyns and ﬁl&aggs . It wgatzlsi: seem that some rearganiza}tiﬂn must be
made to ensble eash, credit and produge departments each to carry its gwn
losd. A rational system of éxaﬁiﬁgﬁ,-_ which wwlﬁ p.g?z the farmer on o cagh
ba\své{a, would be as banefigia; %o the mei‘c;m;tz &a ’a;‘z the farmer. The rurai ‘
retailer who ¢an meet the ingress ing eity competition w‘iil be 5 man of sush
exeeptional abllity as to erowd out losal competition, so thut fram either
side the pr,emir& tendency iatmrd &‘.r,eﬁuﬁﬁ.- on in the mbar of logal re=
tailers, ,

Various unfortunate projects of 4 cellectivist nature have been tried,
which on their face would make a sirong oase for the general rule of leisger
falre. It must not be overlooked that they were launched st 2 most unsultable
| time for suscessful resultss But at best, it is evident that govermment outer-
prige _laa ks the iﬁi:?iative and gﬁaptab&liﬁy to make mazst 92‘ #;h,e gaing axd to
minimize the losses, |

Gur general gonelusion is that the Classie Theory requires careful inter-
pretation and camtious application to aveld the colouring of. :;;‘;.‘ba}na"isém gns
fc_im’mm. ;ﬁs ungusyrded applri;:étim is beset with piﬁau#,} The theaiy
lacks elastieity of comseption, and requires additions to bring it imte full
harmeny wﬁsh economic ¢onditions. | o | _ |

Yet when all these facts a.x-e reﬁmeéaé and anweafor, ’éhsa %m% appears

that not one fundamental principle has been found invalid.

A B vt Y Ko N e A e o M



The ares under survey is made up of the Rural Wanicipalities of GRIKSDALE,
WOODLEA, and SIGLUNES, with an unorganized tervitory to the northewest of these,
extending to the limi’h of population, 1%&@1&’1’& our parpbses is & few miles
north ef @y§sa§vi1ie. Some mnicipsl statistise have been compiled in Appendiz

B. Reughly the population of the mﬁ#%ﬂizﬁsﬁ'is amtaqﬁfml 1o that of the

n’mniciﬁaﬁ; area; and will have '{;l'fm same approximate value of total property, but -

mach greater diversity of industry. Three Indian Reserves in the ierritory are
excluded frem our survey.

Thie writer bases his data, not otherwise ae&nﬁwﬁ&ﬁsﬁa,’an'saverai yoars
of adminisirative work - Courts of Revisiom, Tex Equalization, snd School
Distriet éir"ﬁaéniz&atﬁéﬁi and on records and experiences of years of travel in

the territory.

Eriksdale 1982 & 50,207, $ 1,181,000, 31,000

Woodles 2050 39,236, 826,000, 10,000
; ..52,000,

An estimate frém'regrasantaﬁiwé aress shows about half of the appropristed
land in the hands ¢of non-residents.

The average resident family is five persons, or 1085 f'am:i.};ies."

Taxation per cultivated acre « §2.88.

Average mill rate - 43,5

Rate per milking cow « $7.63., |

Aeres cultivated per family - 24,

, o



‘The teble below is based on Municipal statistics for 1923 as to population,
non~residence » agreage and gtock. The returms are based on ewsmgeg iﬁ & mumber
of reprammative cages, eam;mred with the: awtisties $ubmﬁ.%ed by praetiéal
famm well inf grmed ag to the lmm}. c@m%itians. S’these are m general agreamsnt
| tmt field orops ssupply *the tab&e and fead the atwk yleaving stesk receipts net.

in 1924 each m:%lk eow uaa sumwsaé ta net $50 a yea.r .

Similar averages might ‘sm expestad in Unorganized, 'ﬁm‘a the praduce wanld be
more divars Miad, and F:tsh would take & much more promine nt place o e hsm ag-
sume the average family, - one man, one weman, and three cw.ldren, - wmm
family works for ihe neighbours as muah as it hires rmts:kée 3.abaur. Wagts m
baged on Depariment of Agriculiure .(_Mwitaba) Statisties for the yenr.

BECEIPTS

» Pl'bﬂuﬁe af ? QWS IO(O&‘!!O..‘OOQ $35ﬁ.
Pig.” D.O.Ql‘,l#“C..l.l'&‘.'bq'ﬁ.‘ 54.
Ptmltry and Bpes LIPS PR ER R Y 56.
Sheep and W@Q}- P T Y T I R R 17,
F&ﬁh .Q.‘Q'Q...l‘i’l‘.ﬂl.i! QQQOQ' 65'
Farm Produse (table swpply) sveww. 468,
Smaller miscellaneous sescesesevs 1l
vﬁe ﬁf he'aﬁe . 007!‘6;-‘09..0;0'90010-090 96.
m@i frm fam ‘.DQDOQOOCOQQOOCQC.Q 3‘3'
St%k xnﬁr&as@ SAEBNBOR PGSO NIDOO S lgﬂ E v ‘
Gross Ineome o $ 1264.00
m: Snsm*ama nn,iataocw#?..% 15‘
T&¥$$ SARESDPOSRHNBRLEL L ES 534:5@
%Praﬁiaﬂﬂa steurtseney 7, éga,, @

Man - 4 mos, o $31.30, 4 mos.o $40.

4 mos. for board $ 285.20 and board.
Woman = 12 months ¢ $17.38 208,20 "
3 Ouildren - at §1 per week 158,00 " "
 TOTAL WAGES 649,40 " $465. - § 1114.40
PROFIT8 '« 8% on Invesiment - 160,00
RENT {Negative) - ..183,90

NET INGOME - $ 1120,50
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