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Canadian economic performance over the twentieth century is compared with that of 

four other countries that, as settler economies, bore closest comparison to Canada at 

the beginning of the century. These are Argentina, Australia, New Zealand and South 

Africa, all of which had broadly similar economic structures and degrees of 

international engagement. All five countries experienced high levels of European 

immigration but have low population densities. Although the degree of participation 

in the international economy has varied enormously over the course of the century, all 

five have generally relied heavily on exports, especially of primary products. Capital 

inflows have exerted a profound but sometimes massively destabilising influence on 

economic development.  In addition, four are members of the Commonwealth, and, in 

the nomenclature used in the first half of the century, were British Dominions.2 

Argentina was the exception, but before World War Two was often referred to as an 

‘Honorary Dominion’. 

 

Australia and New Zealand bear the closest comparison to Canada. All three started 

the 20th century rich, and despite falling in the international rankings, especially 

Australia and New Zealand, all three also ended the century wealthy.  The inclusion 

of Argentina and South Africa is more questionable, especially for the late 20th 

century when incomes per capita were well below Australasian and North American 

standards: the three former countries are OECD members while UNCTAD classifies 

both Argentina and South Africa as ‘developing economies’. The competitive 

rankings of the World Economic Forum confirm the recent position, with Australia, 

Canada and New Zealand clustered between 9th and 20th place, a long way above 

South Africa’s 45th position and Argentina languishing at 85th (World Economic 

Forum, 2009).  But the early 20th century contrast was far less sharp for Argentina. 
                                                 
1 I am grateful to Alan Hallsworth for helpful comments on an earlier draft. 
2 See Hopkins (2008) for discussion. South Africa was expelled from the Commonwealth in 1961 and 
rejoined in 1994. 
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While South African real incomes in 1913 were only just over a third of the Canadian 

level, those of Argentina were far closer, lagging Canada by a mere14 per cent (see 

Table 1). Moreover, both Argentina and Canada had experienced very rapid income 

growth since 1870 with Argentine per capita GDP nearly tripling by 1913(Altman, 

2003).3 

Table 1 
GDP per capita 1913 (USA=100) 
Argentina 72 
Australia 108 
Canada 84 
New Zealand 97 
South Africa 30 
Source: Maddison (2001) 
 
Twentieth Century Income Levels and Growth 
Using only the criterion of GDP per capita, and thus leaving out of account a raft of other 

indicators of well being, Figure 1 and Table 2 indicate the broad contours of 

development during the twentieth century. By the beginning of the 21st century, based on 

Angus Maddison’s figures, which use 1990 Geary-Khamis international dollars, 

Australian and Canadian incomes were the highest among this group of countries. New 

Zealand incomes were lower but still well ahead of Argentine or South African. (An 

alternative measure, using Purchasing Power Parity exchange rates, gives recent 

estimates – see Appendix 1). When examining the growth of incomes since 1913 South 

Africa and especially Argentina stand out as the weakest performers.  The timing of 

Argentina’s demise has been extensively discussed, and continues to attract debate 

(Belich, 2009; González and Viego, 2009). The declinist literature provides plenty of 

choice both for the timing and the causes of Argentina’s relative fall from grace. Both 

the location of the watershed and the explanation for it has been a source of rich debate.  

Taylor is unusual in dating the end of the Belle Époque as early as 1914 (Taylor, 1992).  

His explanation centres on the sharp fall of capital imports.  Argentina, he argues, had a 

development strategy that depended on high immigration and high overseas borrowing.  

Before 1914 this had worked because capital imports had been on such a scale that 

despite rapid population growth the Republic had been deepening its capital stock and 

approaching the capital intensity of Australia.  But the borrowing difficulties of the of 

the 1920s exposed the Argentine strategy:  the demographic transition came later than 

 
                                                 
3 Between 1870 and 1900 Argentina’s real p.c. GDP growth rate, at 2.51%, exceeded Canada’s 2.19% 
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Figure 1 
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Table 2 

GDP per capita 1870 1913 1950 1973 1990 2001 
Argentina 35 100 131 210 172 214
Australia 64 100 131 223 298 383
New Zealand 52 100 164 243 268 313
Canada 38 100 167 311 426 502
South Africa  100 158 261 248 263
Source: Maddison (2003). 

 

that of comparable countries, leaving Argentina with a dependency ratio four or five 

points higher than Australia and Canada, but also with a domestic savings ratio 

substantially lower.4  'British capital paid for a Belle Époque that the young Argentina 

population could not underwrite alone: delinked from this external market Argentina 

became not unshackled but, indeed, unhinged' (Taylor, 1992, p.929).  Solberg, too, 

argues that the weaknesses which he attributes to landholding patterns were apparent in 

Argentina long before the 1930s (Solberg, 1987, pp.4. and 226-29).5  Other influential 

authors, however, date the start of Argentina's demise later.  For Carlos Díaz Alejandro, 
                                                 
4 Ten to eleven points lower. 
5 Belich (2009, pp. 534-6) also emphasises the unfavourable landholding patterns and income 
inequality among factors holding back Argentine economic growth. 
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Argentine economic growth was comparable with other regions of recent settlement until 

1928/9, and it is the depression that is the key factor in Argentina's retardation (Diaz 

Alejandro, 1985).6  Waisman is virtually alone in identifying the watershed as late as the 

1940s (Waisman, 1987).  Both Argentina and South Africa had a miserable experience 

between the early 1970s and the new millennium: income per capita in 2001 was at 

virtually the same level as 28 years earlier (although both countries have achieved rapid 

growth subsequently).   

Canada emerges as having experienced the greatest growth in per capita income, 

especially if the start date is taken back to 1870. New Zealand also achieved impressive 

economic growth, notably between the turn of the century and the early 1970s, but 

slowed subsequently.  The Australians started the century with probably the highest 

incomes on the globe and were still well ahead of the group here in 1913. But while 

Australian incomes had not quite quadrupled since 1913, those of Canadians had risen 

fivefold. Another, broader, measure of well-being, the Human Development Index, 

taking account of education levels and life expectancy as well as income, reinforces this 

picture. New Zealand had the highest world ranking in 1913 and 1950 before slipping 

later in the century. Canada, in ninth place in 1950, reached second place in 1975 and 

shared third position with Australia in 1999 (Crafts, 2002). 

 
Exports 
Export growth has been a major influence on overall economic performance. Going 

back to the years before the First World War, for example, a conspicuous feature of 

Argentine economic growth was the rapid expansion of exports which had grown nine-

fold in volume in the 40 years before1913. Measured in current prices and at prevailing 

exchange rates the Argentine experience is even more striking: based on Maddison’s 

recent estimates Argentinean exports had overhauled those of the other four countries by 

1913.  Yet over the twentieth century as a whole it is Canada that has not only 

experienced the fastest growth of income but has also secured by far the greatest 

expansion of exports of the five countries. Boris Schedvin emphasised what he termed 

the role of the superstaples (Schedvin, 1990). Canadian wheat is a classic example, 

although it is worth stressing that this is not necessarily a matter of luck or the lottery of 

                                                 
6  For an argument that in the case of Argentina rejects the Gundar Frank thesis that war and depression, by 
relieving metropolitan pressure on the periphery, encourages development, see Gravil and Rooth (1978). 
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resource endowment. As Solberg convincingly argues, Argentina should have beaten 

Canada hands down in the battle for the world wheat markets:  climate, access to ports 

and good soil gave Argentina huge potential advantages, but these were dissipated by a 

fatal combination of complacency, an inimical landownership pattern and the primacy 

given to beef cattle (Solberg, 1987).7  By contrast, the Canadians, battling against an 

unfavourable geography and climate, innovated and invested to produce a high quality 

grain which they marketed so successfully that by the 1920s their dominance of 

international grain markets was assured (Fogarty, 1985).8 Canada was also able to 

supplement wheat exports with forestry products, including newsprint, pulp and paper, 

hydroelectric power, non-ferrous metals and, in the post-1945 years, natural gas and oil.  

Figure 2 compares the export record of Argentina, Australia and Canada during the 20th 

century. 

 

Figure 2 

 

 

 

 

 

 

 

 

 

 

 

 

 

Merchandise exports (1990 $ million)

0

1000

2000

3000

4000

5000

6000

7000

1870 1913 1929 1950 1973 1998
Source: based on Maddison, The World Economy

Australia
Canada
Argentina

                                                 
7.  Adelman (1994) also explains the much greater advances made in Prairie than Pampaen agriculture, but 
is sceptical about the longer-term benefits to the area because of the resulting monoculture, debt and 
dependency on volatile external markets. 

8  Fogarty, pp. 28-31, emphasises the role of grading and marketing in putting Canada ahead of both 
Australia and Argentina. 
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Exports between the wars 

The direction of exports has been of critical importance. Little could save primary 

exporters from a disastrous depression, but at least some alleviation was provided for 

Canada and Australasia by the UK market during the 1930s. Imperial preferences and 

the relative buoyancy of the British demand for primary products contributed to a surge 

in the volume of imports from Australia, Canada and New Zealand (Rooth and Taylor, 

2001).9 The British market became the prime destination for Canadian exports during 

the slump, and continued to be of immense importance for Australia and New Zealan

South Africa, its gold mines prospering after devaluation of the dollar in 1933, also sold 

the greater part of its exports to the UK. Argentina, notwithstanding some guarantees for 

its beef under the terms of the Roca-Runciman treaty, suffered from imperial preference 

and lost ground in the British market. As Belich suggests, ‘Argentina may have been an 

adopted Dominion between 1870 and 1930, but it was the Cinderella of the family’ 

(Belich, 2009, p. 540).  The position in 1938 is summarised in Table 3 below. 

d. 

 
Table 3 

Percentage of exports sold to the UK 1938 

Argentina 33 

Australia 56 

Canada 40 

New Zealand 67 

South Africa 58 

Source: Mitchell (1999); Urquhart and Buckley (1965). 
 

Post 1945 exports 

Post-war developments were to lock Australia, New Zealand and South Africa into the 

British market but to thrust Canada into far greater reliance on the United States. After 

the devastating hardships of the depression, and nervous about the post-war prospects for 

the international economy, Australia and New Zealand placed the highest priority on 

secure markets for their exports. To achieve this both Canberra and Wellington entered 

into long-term contracts to send the bulk of their food exports to the UK. This was 

dramatically reinforced by the sterling crisis of 1947, which was to send Canada and the 

                                                 
9 Between 1929 and 1938 the volume of British imports from Australia and Canada more than doubled.  
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Southern Dominions in diametrically different directions. Australia, New Zealand and, 

eventually, South Africa, were forced into a tightening of sterling area arrangements and 

the cutting of dollar imports.  Sterling area trade was intensified as linkages with the rest 

of the world were weakened. This created immense Antipodean dissatisfaction with the 

restraints of the sterling-commonwealth trading and financial system, above all because 

countries were forced into buying more of their imports from the UK and fewer from the 

USA (Rooth, 2002).  Moreover, Britain was to prove a slow growing and unsatisfactory 

outlet for primary exports in the post-war period. Part of the trouble was that British food 

consumption grew very modestly, but it was aggravated by a dramatic expansion of 

subsidised British agricultural production. With raw material imports also increasing 

slowly there was a ‘dramatic marginalisation of the white dominions’ in the geography 

of UK trade (Rowthorn and Wells, 1987).  While in the 1950s manufactures 

constituted one-quarter of British imports, by the 1980s they accounted for more than 

three-quarters.  Britain’s incorporation into the European Community in 1973 

consolidated the process but it was well under way before British membership, and 

one result was the series of fraught negotiations between Australia, New Zealand and 

Britain that have been analysed by Robertson and Singleton (Robertson and Singleton, 

2001).  This affected Australia, Canada and New Zealand, but it was the last that was 

peculiarly vulnerable.  New Zealand relied heavily on overseas sales of sheepmeat and 

dairy products, closely geared to the British market and difficult to sell elsewhere. As 

late as 1960 New Zealand sold 63% of its exports to the UK.  Australia’s wheat and 

wool, on the other hand, could find global markets, and Australian dependence on the 

British market (36% in 1960) was less acute. 

 

Canada, by contrast, moved decisively in late 1947 to strengthen its links with the USA. 

At first it had attempted to hold onto the considerable gains it had made in the British 

market during the 1930s and the war. The Canadian government tried to bolster exports 

by a combination of long-term intergovernmental contracts (very much at variance 

with its liberal ideological stance) and with loans, notably to the United Kingdom 

(Mackenzie, 1982; McKenzie, 1997).  These measures failed (Muirhead, 1992; Rooth, 

1999).  Canadian exports received a brief boost but once the dollar loans had been 

spent, restrictions on dollar imports into Britain and the sterling area Commonwealth 

hit Canadian sales badly.  Moreover, even the sales that were made were largely 

unrequited in that they were paid for by the Canadian dollars loaned to Europe in the 
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first place.  They therefore failed to earn Canada the convertible currency to pay for 

the imports flooding in from the USA.  To compound problems inward investment 

failed to recover after the war.  By late 1947 Canada’s international economic position 

was desperate, its gold and dollar reserves largely spent and neither Washington nor 

Wall Street sympathetic.  Faced by a balance of payments catastrophe, restrictive 

controls on exports to the USA were scrapped, and energetic efforts made to attract 

American capital (Aronsen, 1992).  As the United States recovered from recession in 

1948-49, and especially after the outbreak of the Korean War in 1950, exports to 

America rose sharply. During the 1950s Canadian exporters continued to enjoy 

buoyant markets in the USA.  American procurement policies, shaped by the Cold 

War, favoured a close and secure neighbour (Clark-Jones, 1987), and a combination 

of prosperity and reduced tariff barriers boosted Canadian sales.  Much of the initial 

switch in the proportion of Canadian exports to the USA had already occurred by 

1950.  The subsequent continued reliance on the US was the consequence of two sets 

of factors.  One centred on the relative size of the British and American import 

markets in total world trade.  In the late 1930s Britain had been by far the world’s 

leading import market, accounting for 16% of world imports.  After the war the US 

rapidly overtook the UK as the world's premier market, and by 1970 it accounted for 

12.2% of world imports while the British share had dropped to 6.6%.  So even if 

Canada's respective share of British and American imports had remained unchanged, 

there would have been a major switch in the proportion of exports going to the USA.  

But this movement was reinforced by a second factor, the major advances that Canada 

made in the American market.  By the late 1940s Canada supplied 16% of American 

imports, slightly up from the12-14% typical of the inter-war years.  Canada-USA 

trade was given a further boost by the 1965 Auto Pact which established qualified free 

trade in cars and parts between manufacturers and guaranteed Canada a larger share of 

the North American production.  By the early 1970s cars and components were 

Canada's largest export.  This was one factor contributing to Canada increasing its 

share of the American import market to approximately 28% by the late 1960s, well 

over twice the proportion of the inter-war years.  In short, the redirection of Canada's 

exports that had occurred by the second half of the 1960s was partly because of the 

rapid growth of American imports, encouraged by trade liberalisation, and partly a 

result of the greater share of the market that Canada had carved out itself.  But it was 

also the counterpart to developments in Europe and especially the re-structuring of the 

 8



British import market. The European Community rapidly emerged as an inward 

looking body, and this was true above all of its agricultural policy.   

Trade policy 
Trade policy of four of the five countries remained steadfastly protectionist during the 

third quarter of the century. Earlier protection had featured prominently in the 

industrialisation strategies of all five, although South Africa had come to this only 

from 1925 and New Zealand had waited until 1938 to introduce an elaborate system 

of import controls (Houghton and Dagut, 1973; Drummond, 1974). With the partial 

exception of Canada these policies persisted into the 1970s and beyond. In the 

prolonged international negotiations that helped establish the framework for the post-

war world New Zealand and Australia in particular were extremely wary of the 

Americans. In the Australian case this was partly because of the disastrous economic 

relations between the two countries during the 1930s, but it also reflected a distrust of 

unfettered markets and a suspicion that the Americans were far more interested in 

scrapping imperial preferences than genuine trade liberalisation (Capling, 2000; Lee, 

1995).  The extreme nature of New Zealand views is indicated by its refusal to join 

the IMF until 1962 (Singleton, 1998). Canada was far more interested in 

reconstructing the multilateral economy, partly to avoid its two principal trading 

partners applying undue pressure on it (McKenzie, 1997).10  But, like its southern 

neighbour, Canada was a long way from being a free trader during this era: Prime 

Minister John Diefenbaker’s crisp rejection of the British bilateral free trade proposal 

in 1957 was motivated in large part by fear of the impact on and reaction of steel and 

textile interests in Ontario and Quebec (Rooth, 2004a).11  After 1945 Australia 

continued to use exchange controls and import licensing; an acute balance of 

payments crisis in 1952 led to the imposition of wide-ranging quantitative import 

restrictions that were to last until the end of the decade. W.M. Corden reports that a 

‘brooding pessimism’ about the future of the balance of payments pervaded 

Australian academic literature well into the 1960s (Corden, 1968).  When quantitative 

controls ‘were dismantled in the late 1950s and early 1960s, tariffs were increased to 

have similar protective effect’ (Pomfret, 2000, p.122).  Both Australia and New 

Zealand battled against US agricultural protection and dumping as well as unyielding 
                                                 
10 McKenzie is reporting the view of W.A. Mackintosh, the Department of Finance official behind 
Canada’s White Paper on Reconstruction. 
11 In 1974 the median effective Canadian manufacturing tariff rate was 19.5% as against Australia’s 
32.1 % in 1973-4. (Conlon, 1985, p. 97).  
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European markets with the Common Agricultural Policy as the centrepiece of 

agricultural protection (Robertson and Singleton, 2001, ch. 6). In Argentina the 

policies of import substitution were pursued energetically under Peron and for a long 

time after. By 1960 the average nominal tariff of Argentina was 131%, about 10 times 

the EEC average (Bulmer-Thomas, 1994, p. 280).12  Yet for a time at least this proved 

compatible with respectable economic performance, and Argentina’s growth record 

during the middle decades of the century was by no means bad: between 1940 and 1980 

not only was the growth rate higher than earlier and later in the century, but growth was 

also far less volatile (Astorga, Berges and Fitzgerald, 2005).13  The 1980s, however, 

were to prove disastrous.14 In South Africa the import substitution tradition also lived 

on, and quantitative controls were used to supplement tariffs. The existence of a 

protected industrial sector discouraged manufacturers from seeking foreign markets and 

especially during domestic upswings they tended to focus almost exclusively on the 

home market (Mohr, 2002, p. 222). 

                                                

 

From the 1970s onwards there was a decisive move away from protection in both 

Australia and New Zealand. While the commodity boom of the 1960s enabled Australia 

to get by without a fundamental rethink of policy, Pomfret argues that a growing 

recognition among politicians, government officials and academic economists of the 

costs of protection was the main factor in the recasting of trade policy in the 1970s.  By 

1977 average tariffs had been cut by 40 per cent and Australia was participating in 

GATT negotiations. By 1983 there was bipartisan support for free trade. Trans-Tasman 

relations are significant indicators of attitude in both countries. While the New Zealand- 

Australia Free Trade Agreement of 1965 was highly restrictive, the Closer Economic 

Relations Agreement, signed in 1982, incorporated major liberalisation (Nixon and 

Yeabsley, 2002), and, for New Zealand, was a counterpart of the economic revolution 

being implemented domestically. The Australia-United States Free Trade Agreement, 

operational from 2005, appears to have put the seal on the revolution in Australian 

international economic policy over the past quarter century.  

 

 
12 The average effective rate of manufacturing protection was 246 per cent (Farley, 1972, p. 224).  
13 The earlier period is 1900-39, thus excluding much of the very robust performance between 1870 and 
1913. 
14 Per capita income fell by 2.9% per annum during the 1980s, and by one measure there were seven 
balance of payments and banking crises during the ‘lost decade’ (Fraga, 2004).  
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Canadian trade policy was also radically recast during the 1980s. While Prime Minister 

Pierre Trudeau in the 1970s had attempted to diversify Canadian foreign economic links, 

his Conservative successor, Brian Mulroney, actively sought closer ties with the USA, 

first in liberalising investment and then with a free trade agreement. Crucially, Canadian 

business had abandoned its earlier protectionism, and by the mid 1980s Canadian 

business had become strongly in favour of freer trade ‘with the manufacturing sector 

ready to join the finance and resource sectors in a continentalist strategy vis-à-vis the 

U.S.’ (Dobbin 2003: 171). The Business Council on National Issues (BCNI), led by 

Thomas d’Aquino, launched a forceful campaign to persuade government to adopt 

free trade and also sought to influence opinion south of the border. Matters came to a 

head when the Macdonald Commission, particularly targeted by the BCNI, reported in 

1985 and made one of its central recommendations that trade negotiations should be 

pursued with the USA (Royal Commission on the Economic Union and Development 

Prospects for Canada 1985). The Commission was deeply pessimistic about the future 

for natural resource exports, arguing that Canada had to have a sophisticated 

manufacturing base. The pre-requisite for this was considered to be a market of 100 

million plus; this, the Commissioners recommended, could be found by negotiating 

substantially freer trade with the US. But the negotiations for this soon turned, under 

US pressure, into a far more wide-ranging pact than the Commissioners had first 

envisaged. Mounting protectionism and emerging trade disputes formed the backdrop 

for debate in Canada about the Macdonald Commission Report.  The high degree of 

reliance of Canada on an increasingly protectionist American market ensured that the 

national debate that ensued during the election of 1988 was conducted in an 

atmosphere of fear and vulnerability. Trade security was paramount. Mulroney’s 

victory guaranteed that the treaty would be implemented. Five years to the day after 

the bilateral trade agreement was implemented on 1st January 1989, Canada went a 

step further when the North American Trade Agreement, incorporating Mexico, came 

into effect. 

 

The liberalisation of South Africa’s international trade commenced in the 1980s and 

‘was pursued more vigorously in the 1990s’ so that by the end of the decade most of 

the controls on trade and international financial policy had been abolished or 

substantially modified (Mohr, 2002, p. 228).  By the mid-1980s changes were taking 

place in a number of Latin American republics in favour of trade liberalisation and 
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export promotion. Argentina was not in the vanguard but by the early 1990s it had 

moved from being one of the most closed to one of the most open economies in the 

hemisphere (Bulmer-Thomas, 1994, pp. 377-87). 

 

Table 4 

Exports of goods and services as % of GDP   
 1960 1970 1980 1990 2004
Argentina 7.6 5.6 5.1 10.4 25.0
Australia 13.1 13.3 15.5 16.7 17.6
Canada  22.5 28.3 26.0 38.3
New Zealand   29.5 27.0 29.1
South Africa 30.5 21.5 35.1 24.4 27.2
Source: UNCTAD(2004)   
 

 

The figures in Table 4 suggest that with the conspicuous exception of Argentina and 

to some extent Canada, liberal policies have not led to greater openness.  Argentina’s 

withdrawal from the international economy after 1945 is unique among the countries 

studied here. Before World War I it had been very open with exports representing 

perhaps one-third of GDP (Bulmer-Thomas, 1994, p. 439). By the 1970s that figure 

was around 5% (although this is higher than the USA at the time). But the experience 

of the 1980s was to demonstrate all too dramatically that isolation from the 

international economy was no guarantee of stability. Since then liberalisation and the 

strong growth of exports has been reflected in a sharp rise in the trade ratio, although 

pegging the peso to the dollar in the 1990s created huge pressures towards the end og 

the decade as the dollar appreciated and led to the crisis of 2002. In contrast South 

Africa demonstrates that inward looking protectionist policies were compatible with a 

high degree of international economic exposure, although the 35% export ratio of 

1980 owed little to policy and practically everything to the price of gold. The trade 

ratio later dipped sharply before the export surge of the 1990s led to some recovery. 

Australian exposure between the mid-1950s and the end of the century was some way 

below the 20% plus of the early 1950s (inflated by spectacular wool prices) and also 

lower than early in the century (Pinkstone, 1992, Table 63).  Nor have New Zealand 

exports as a proportion of GDP increased by much. Canada, however, increased its 

trade exposure dramatically during the1990s, above all through export growth to the 
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USA, and despite a drop in the trade ratio since 2000 it has remained the most open 

economy discussed here (Rooth, 2009). 

 

Export diversification 

a) Commodities 

All countries have diversified their export structure over the past twenty years or so.  

Tables 5 and 6 give some indication of this.  New Zealand’s heavy reliance on 

agriculture, although reduced, is still distinctly high. The greatest advances have been 

made by Canada and, perhaps more surprisingly, South Africa. The latter has been 

especially successful in exporting vehicles and transport equipment but also a range of 

other manufactures. Gold sales have plummeted but platinum and diamonds have 

achieved very high rates of growth. By the beginning of the twenty first century 

precious metals, base metals and minerals were the dominant exports.  The need for 

transforming Canada’s export structure was spelt out in the Macdonald Commission 

report. As a result of the 1965 Auto Pact with the USA Canada was already producing 

and exporting a significant quantity of vehicles.  A broadening range of manufactures 

supplemented these over the course of the 1990s.  But even this impressive record of 

diversification needs to be qualified. The only two provinces in which exports of 

manufactures were over fifty per cent of their total exports were Ontario and Quebec 

(and the latter only just). Moreover, the surplus generated by the net export of primary 

products has continued to be of overwhelming importance to the balance of payments. 

And it should be added that the boom in oil and other commodity prices in the early 

twenty-first century led to what the Economist referred to as a ‘return to an older 

pattern of economic growth’ with commodities to the fore and high tech industries 

less prominent than in the 1990s (Economist, 2005b). 

 

Table 5 

Manufactures exports % total merchandise exports 
 1970 1980 1990 2003 
Argentina* 13.9 23.2 29.1 27.1
Australia 17.6 21.5 23.7 30.2
Canada 50.6 48.1 58.8 61.1
New Zealand 11 20.2 23.1 29.3
South Africa**  18.2  58.2
**Customs Union 1980    
Source: UNCTAD (2006)  
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Table 6 
Diversification indices of exports 1980 and 
2004 
 1980 2004 
Argentina 0.69 0.59
Australia 0.66 0.64
Canada 0.48 0.38
New Zealand 0.72 0.62
South Africa* 0.78 0.56
*Customs Union 1980  
Source: UNCTAD(2006)  
 

Export diversification: 

b) Markets 

Both commodity and geographical diversity enhance stability, and they also, of 

course, influence the growth of exports.  Refrigerated staple exports to Britain had 

proved highly advantageous to New Zealand until well after Second World War 

(Greasley and Oxley, 2009), but, as discussed above, after the 1950s New Zealand 

especially as well as Australia were inhibited by heavy reliance on the UK market. 

For most countries the declining importance of European markets and the emergence 

of a more geographically diverse pattern are indicated in the figures in the appendices. 

The broad category of ‘Asian’ markets have become of increasing importance for 

Australia and New Zealand, although for the latter sales to Australia are now 

prominent. Geographical proximity is reflected in Argentina’s heavy reliance on 

Western hemisphere sales and for South Africa’s to other African markets. Canada 

however takes geographical proximity to extremes, and far from achieving greater 

diversity, has become overwhelmingly reliant on sales to the USA. The rapid growth 

of American imports during the past half-century, and Canada’s ability to capitalise 

on this, led to over 87% of Canadian merchandise exports being sold in the US in the 

peak year of 2002.15  

 

Export growth again 

Table 7 records the growth of exports since World War II. As pointed out earlier, the 

most impressive performance over the course of the century was that of Canada. Not 

                                                 
15 On a Customs basis of measurement.  By 2007 this had fallen to 78.9% (PFACT 2008). These 
figures almost certainly overstate the importance of the USA and understate that of Mexico.  

 14



only did Canada experience the fastest growth in the first half of the century, but also it 

was able to accelerate in the last half of the century with the volume of sales rising 24 

fold between 1949 and 2004. No other country matches this, and New Zealand’s seven-

fold expansion is particularly weak. More recently, during the past twenty years, the 

fastest growth of exports has been achieved by Argentina. Although by historical 

standards most of these countries have experienced rapid growth of their international 

trade since c. 1950, their weight as traders in the global economy has declined (see 

Figure 3) 

 

Table 7 

Export growth volume (1995=100)     
 1949 1960 1973 1985 1995 2004 
Argentina    44.6 100 163.7 
Australia 11 12.8 31.5 53.3 100 154.1 
Canada 6.5 9.8 31.4 52.3 100 153.6 
New Zealand 20.1 25.4 41.4 69.4 100         143.0 
South Africa* 9 22.6 45.4 75.9 100 131.3 
*2002       
Source: United Nations (2004)  

 

 

 

Figure 3 

Share of world exports 1870-2004 

0

1

2

3

4

5

6

7

1870 1913 1929 1950 1973 1990 2004
S our c e s: M a ddi son,  Wor l d Ec onomy  a nd UNCTAD Ha ndbook  of  S t a t i st i c s

Australia

Canada

New  Zealand

Argentina

South Africa

 

 15



Capital 

Operating current account deficits and importing capital has been an enduring 

characteristic of the settler economies. The massive pre-1914 international capital 

movements are testimony to the extent of 19th century globalisation. Both Canada and 

Argentina borrowed heavily before 1914 and had the highest per capita indebtedness 

of any country recorded (Maddison, 1999).  Between 1890 and 1913 Canada and 

Argentina ran current account deficits averaging 7% and 6.2% of GDP respectively 

Baldwin and Martin, p.8).16  As mentioned earlier, Taylor has argued that these 

capital flows were central to Argentina’s success in the Belle Époque, and that the 

inability of Argentina to maintain these inflows after 1914 led to a deceleration of 

growth (Taylor, 1992).  One of Canada’s strengths has been the smooth transition from 

London capital markets to Wall Street and the boardrooms of US corporations.  Yet even

Canada could not escape the drying up of capital during the slump. Persistent borrowers 

faced massive external adjustment within a two to three year period, and the move from 

current account deficit to surplus in the face of rigid debt servicing commitments and 

collapse of export prices was an extraordinary achie

 

the 

vement.17  

                                                

 

The experience of the depression coloured post-war attitudes to borrowing, particularly 

in New Zealand and Australia where both Labo(u)r government were highly cautious 

about incurring new international debts (Robertson, 1986; Singleton, 1998). The South 

Africans too were nervous about the more volatile forms of short-term funding but 

continued to regard access to international capital markets as vital to the future 

development of gold mining and, through that, of the South African economy. By the 

1950s most governments were once again keen to welcome inward investment. The 

Liberal administration of Robert Menzies had none of the caution of his Labor 

predecessor Ben Chifley, and Canada too, despite difficulties in 1947, was soon 

encouraging an inflow of foreign funds. Eventually the extent of American ownership of 

Canadian industry sparked growing concerns, first about the balance of payments and, 

later, its impact on the diversity and competitiveness of the Canadian economy (Canada, 

1968; 1972). Mild screening devices were introduced in 1974 but replaced by a pro-

investment agency in 1985. 
 

16 These are around the present rate for the USA (6.4% in 2005) but for countries that had a far greater 
trade exposure. 
17 The net cost of Australian debt servicing rose to 48% of visible exports in 1932 (Dyster and Meredith 
1990, p.124). The Canadian figure was over 50% by 1932 (Urquhart and Buckley, 1965, F57, 60). 
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Unsurprisingly it is the weakest economies that have experienced the greatest problems 

of capital volatility in the second half of the century. Political concerns have often 

meshed with economic weakness in causing capital flight from South Africa and 

Argentina. In South Africa in 1948 capital flight followed the election of a Nationalist 

government widely perceived to be anti-capitalist and perhaps likely to stir up racial and 

labour discord; but some observers, including the Bank of England, argued that there 

was growing recognition of the weak exchange position of the Reserve Bank (Rooth, 

2004b, p. 102). In subsequent crises, both in 1977-79 and 1985-93, political unrest (and 

international ostracism) were important in inducing capital flight, although on both 

occasions they were compounded by economic weakness.18 The Union continued to 

experience extreme capital volatility. Capital flight has forced South Africa to swing 

from deficit to surplus on current account.  

 

The Argentine position has been even more volatile. One study has identified 13 

exchange crises between 1946 and 2003 with 22 years of the period being spent in crisis 

(Cerro and Meloni, 2005).  The most recent crash led to the greatest sovereign debt 

default ever recorded (Economist, 2005a).   

 

By contrast Canada, having spent practically the entire twentieth century running current 

account deficits, started in the new century to generate such large surpluses with the 

USA that these more than offset deficits with the rest of the world. These financed 

substantial capital exports and secured a considerable reduction in net foreign 

indebtedness (12.5% of GDP at the end of 2005 compared with over 40% a decade 

earlier: Statistics Canada 2006). 

 

The settler economies have been greedy for capital. But by the early 21st century their 

share of inward investment was far less important than in 1913 when the stock of foreign 

capital of the countries considered here probably exceeded a quarter of the world total. In 

1980 they accounted for 13.2 per cent of world FDI stocks and by 2003 a mere 6.7 per 

cent with Canada and South Africa accounting for most of the relative decline 

                                                 
18 Recent estimates suggest that capital flight from South Africa averaged 6.6% of GDP p.a. between 
1980 and 2000, and was particularly high after 1994, reaching 9.2 % of GDP between 1994 and 2000. 
(Mohamed and Finoff, 2005). 
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(UNCTAD, 2004)).  Canada and Australia in particular had become major exporters of 

FDI, and Canadian owned stocks of FDI held abroad exceeded liabilities. A further 

notable feature of the nature of indebtedness shared by Canada and Australia is the 

decline in the role of government debt. For example, in the case of the Australian 

balance of payments, in 1901 the interest payments of government had accounted for 

two-thirds of income debits whereas by 1999-2000 these had fallen to a mere one-

seventh of the net income deficit (AustStats, 2001).19 

 

Conclusions 

Participation in the international economy has varied sharply over the course of the last 

century, although none of the other economies covered here matched Argentina’s degree 

of disengagement after 1945. During the second era of globalisation all countries have 

remodelled their trade policy, abandoning the caution of the post-1945 era. Nonetheless, 

all five economies are relatively less important participants in the international economy 

than before 1914 and in the exceptional conditions following World War2. All five 

countries remain international debtors, although Canadian debt in particular has shrunk 

in recent years. All five have experienced a diversification in the structure of their 

exports, with Canada achieving the earliest and fullest. Argentina and South Africa have 

not only stayed the poorest but have experienced the most volatility in the past 60 years, 

on several occasions suffering capital flight and having to make rapid adjustment on 

their current accounts. It is Canada’s economic performance that stands out. This is most 

obvious in terms of income growth with Canada having caught up and surpassed 

Austalia, the next most impressive performer of the countries examined here. Canada’s 

relatively rapid economic growth has been accompanied by a vast expansion of exports, 

by some distance the greatest of the five countries. Proximity to the US and privileged 

access to that market has been a major driver in that achievement. This has been 

buttressed by easy access to global capital markets so that shortages of capital have been 

less of a problem for Canada than the other countries. The cost of this has been an 

extraordinarily high reliance on exports to the American market so that Canadian 

prosperity is perilously reliant on its giant neighbour. The past five years have revealed 

the danger all too starkly.  

 

                                                 
19 These interest payments constituted 3% of GDP in 1901. 
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Appendices  
 

Table 1 
GDP p.c. US$ purchasing power 
parity (2007) 
Argentina 13307
Australia 37082
Canada 38453
New Zealand 26608
South Africa 9810
Source: Economist (2008) 

 

 

Figures 1-5 
GDP per capita growth rates 1970-2004 

 

Appendix 2 

Figures A 1-4 
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Argentina Direction of Exports
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Canadian direction of exports 
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