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INTRO 

•  1870 to 1930 a period of rapid economic growth 
for the Canadian economy. 

• Economic growth accompanied by rising wealth 
and rising inequality. 

• Evolution of wealth and inequality in Canada 
over the period 1870 to 1930 examined using 
probated estates from:  Eastern Judicial District, 
Manitoba, Thunder Bay District, Ontario and 
Wentworth, County, Ontario.  



The Story… 
•  Western settlement played the role of a booming resource sector in 

Canada’s economy during the 1870 to 1930 period.  
 
•  This boom increased the size of the Canadian economy and expanded 

aggregate wealth but only raised real per capita wealth in the short run – 
there was a post-boom decline in wealth.   

•  Inequality rose in Canada between 1870 and 1930 but more slowly after the 
1896-1914 boom.  

 
•  The western boom raised both the level of wealth and inequality only in the 

short term and caused the Canadian economy to deviate from its longer-
term growth performance at least in terms of per capita wealth 
accumulation. 



Dimensions to Story 

•  The effect of the booming sector on per capita 
wealth in the short & long term. 

•  The effect of the booming sector on wealth and 
inequality. 



Land and Resources 

• Natural resources have traditionally been seen 
as an important source of Canadian growth 

• One important component of wealth 
determinants in 19th century Canada that has not 
been fully explored is the effect of sudden 
windfalls in wealth as a result of natural 
resource rents and particularly land 
endowments acquired during settlement phases   



Land Policy in Canada 

•  In Upper Canada, there were land settlement 
grants during the early nineteenth century that 
were accompanied by a massive expansion of 
population and economic activity. 

•  For the west, Norrie (1975: 410) documents how 
the registration of homestead entries in the 
Canadian west jumps dramatically upwards 
during the wheat boom period after 1896 from 
1,897 in 1896 to 7,426 in 1900 to 44,749 by 1911.  



Dominion Land Grants Policy 

•  Title to 160 acres of land to any settler over 18 
years of age after three years of residence subject 
to minimum use of the land and a ten-dollar fee.  

• Manitoba was first on the Canadian western 
frontier to be subject to large-scale agricultural 
settlement particularly after the Canadian 
Pacific Railway reached Winnipeg after 1883.  



Farms in Manitoba and Canada 



Effect of Booming Sectors 
•  Canadian economy can be divided into two regions – a natural 

resource region (west) and a manufacturing region (east). 
•  Capital and labour mobile across the two regions in short run;  

mobile internationally between Canada and world in the long 
run.  

•  Prairie wheat boom increases demand for labour in the west 
which raises wages and attracts labour and capital from east.  

•  Short run:  wages rise in the west and in the manufacturing 
region.   

•  Long run: capital and labour migrate to Canada from the rest 
of the world equalizing factor returns and therefore the 
ultimate impact of the boom is to increase the overall size of 
Canadian income – and wealth – but not per capita amounts.  



Factors Affecting Inequality 

• Growth in income and wealth (Kuznets Curve) 
•  Population characteristics – age, cohort size 
•  Technology 
• Globalization 
• Education supply and demand for skills 



Economic Growth & Inequality 

•  Is inequality necessary for growth? 
▫  First, according to the Kaldor hypothesis, the 

marginal propensity to save of the rich is higher 
than that of the poor.  
▫  Second, there are indivisibilities in investment 

that require large sunk costs that require wealth 
concentration.   
▫  Third, there is a trade-off between equity and 

efficiency that has growth effects. 



Empirical Evidence 
• Alesina and Rodrik (1994) show that growth in 

the Gini coefficient seems to slow economic 
growth.  

•  Persson and Tabellini (1994) and Perotti (1994) 
also find greater equality in income distribution 
positively related to economic growth.   

• Aghion, Caroli and Garcia-Penalosa (1999) argue 
that the view that inequality is necessary for 
accumulation and redistribution harms growth 
is at odds with the empirical evidence.  



However… 
•  Aghion, Corli and Garcia-Penalosa (1999) 

acknowledge that macroeconomic volatility another 
factor. 

•  High inequality generates macroeconomic 
fluctuations via unequal access to investment 
opportunities and imperfect capital markets that can 
generate credit cycles.   

•  During a boom, the higher net worth of investors 
allows for the accumulation of more debt. As savings 
increase a larger fraction is invested in lower yield 
opportunities, which then results in an economic 
slump.  Can result in a boom with rising inequality. 



Clark & Taylor (1999) 

• Data for the United Kingdom documented a 
huge growth in inequality during Britain’s 
economic boom of the post 1979 era but after 
1990 as the boom gave way to a slump, the rise 
in inequality was halted.  



Two additional ingredients in 
inequality 
•  Link between inequality and the manner in 

which assets are held which influences returns 
and subsequent distribution of wealth.  

• Effect of individual windfalls in wealth as a 
result of natural resource rents and particularly 
land endowments acquired during settlement 
phases.  



The Data: Probate Wealth Data 

• Wentworth County, Ontario 
▫  2,516 probated decedents from 1872-1927 

•  Thunder Bay District, Ontario 
▫  2,338 estates from 1885 to 1930 

• Eastern Judicial District of Manitoba 
▫  500 probated decedents from 1875 to 1927 



Data Caveat 
• Are populations of probate records in more 

settled and developed areas comparable to 
frontier regions? 

• Mobility and turnover of population on frontier. 
•  Transiency also a feature of urban populations. 
• No reason to believe a priori that there are 

asymmetric differences in rates of migration and 
persistence between the urban and rural regions. 

• Gagan(1976) - migration levels were as high in 
rural communities as they were in urban areas  



Wentworth County (Source: Canadian County Atlas 
Digital Project- circa 1880s) 



Thunder Bay District (Source Rand McNally Commercial Atlas of America, 
1924). 



Manitoba (Source: Department of the Interior, Canada, 
1919) 





Real Aggregate Wealth: 1872/75-1927 
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Real Per Capita Wealth Trends: 
LOWESS Profiles  



Real Per Capita Financial Assets: 
LOWESS SMOOTH 



Portfolios 
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Determinants of Log of Real Wealth to determine boom and 
bust trend while controlling for confounding factors 





Results 



Analysis of Inequality 

•  Inequality measures constructed 
▫  Gini Coefficient 
▫  Theil Coefficient 
▫  Coefficient of Variation 



Gini 
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Gini Inequality Over time: 1892-1927 
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Empirical Analysis 

• Construct annualized data for inequality and 
inequality determinants for the period 
1872-1927 for Wentworth Co., Thunder Bay 
District  & Manitoba 

• Estimate a regression to see what variables affect 
inequality 



Regression Variables 



Summary Statistics for Regression 
Variables 



Inequality Regression Results-I (Bold 
denotes significant at 5% level) 



Inequality Regression Results-II (Bold 
denotes significant at 5% level) 



Inequality Regression Results-III (Bold denotes 
significant at 5% level) 



Conclusions 

•  The effect of the western land settlement boom 
was to raise both the level of wealth and 
inequality in the short term with the end of the 
boom period reducing wealth and inequality. 

•  Share of wealth held as real estate positively and 
significantly related to level of wealth and 
negatively correlated with inequality.   


