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HAROLDI NNI S ANDCANADI AN

CAPI TALI ST DEVELOPMENT

Dani el Dr ache

I n one of t he l ast pi eces he wr ot e bef or e hi s deat h, I nni s used t he evocat i ve
t er m " sof t capi t al i sm" t o descr i be t he par t i cul ar t ype of devel opment t hat had

occur r ed i n Canada . ' Fr omhi s exhaust i ve st udi es of t he st apl e t r ades, I nni s had
r eached t he concl usi on t hat Canadi an economi c devel opment never achi eved i t s
f ul l pot ent i al and t her eby woul d not enj oy t he st abi l i t y and i ndust r i al mat ur i t y
t hat cent r e economi es had . I nni s knewt hat devel opment at t he per i pher y t ook a
di f f er ent r out e f r om t hat at t he cent r e, as hi s st udi es had r epeat edl y
demonst r at ed . Hi s r esear ch, of pr e- i ndust r i al as wel l as i ndust r i al st apl es,
pr oduced ampl e evi dence t hat st apl e- l ed gr owt h l eads t o an ever - deepeni ng ar c
of dependency of t he hi nt er l and on t he met r opol e .

I t was t hi s basi c i nsi ght whi ch, when exami ned i nst i t ut i onal l y and i n t er ms of
t he i nt er pl ay of mar ket f or ces, al l owed I nni s t o document t he compl exi t y of
Canadi an capi t al i st devel opment wi t h such per cept i veness and accur acy . He was

t he f i r st t o expl ai n t heor et i cal l y why t he ext er nal economy shaped, di r ect ed, and

ul t i mat el y cont r ol l ed t he dest i ny of Canada as a hi nt er l and, pr event i ng i t f r om
becomi ng a f ul l y i nt egr at ed, aut onomous, cent r e economy . What has become
known as ' t he st apl e appr oach' i s I nni s' l ast i ng cont r i but i on t o t he st udy of
Canadi an pol i t i cal economy .

Bot h f r i endl y and host i l e cr i t i cs have of t en made t he poi nt , however , t hat t he
st apl e i s t oo nar r ow a concept t o account f or t he successi ve waves of Canadi an
devel opment . ' Though t he st apl e may account f or much, i t i s at best onl y a par t i al
expl anat i on . Thi s cr i t i que of I nni s cont ai ns an i mpor t ant t r ut h . The st apl e i s par t
of a l ar ger set of st r uct ur es t hat needs gr eat er el abor at i on and anal ysi s t han was
pr ovi ded by I nni s . Devel oped i n t hi s manner , t he concept of t he st apl e, or as i t
wi l l be t er med her e, t he st apl e mode of devel opment , cont i nues t o pr ovi de t he

most convi nci ng expl anat i on of t he f at e of t he per i pher y i n t he i nt er nat i onal
economy .

I f t oo much emphasi s has been pl aced on a nar r owper spect i ve of t he st apl e,
t he f aul t f or t hi s does not l i e so much wi t h I nni s as wi t h ' I nni sol ogy' - t he
f l our i shi ng i ndust r y of i nt er pr et i ng I nni s . Thr oughout a l i f et i me of r esear ch and
wr i t i ng, I nni s pur sued many ot her t hemes and i ssues whi ch he r egar ded as no
l ess i mpor t ant . He was pr eoccupi ed wi t h t he spr ead and consequences of
i ndust r i al i sm i n al l of i t s many aspect s . He pai d a gr eat deal of at t ent i on t o t he
cr eat i on and est abl i shment of monopol i es . He st udi ed t he st at e, t he
i nf r ast r uct ur e of devel opment , t echnol ogy, and t r anspor t at i on syst ems, as wel l
as t aki ng a speci al i nt er est i n t he r i se and decl i ne of r egi onal economi es . Beyond
t hese aspect s of pol i t i cal economy, I nni s was gr eat l y concer ned wi t h t he
i mpor t ance of cul t ur al f act or s, such as nat i onal i smand t he i mpact of democr acy
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on economi c devel opment . By t he end of t he t hi r t i es, I nni s had devel oped a br oad

over vi ew of Canada' s commer ci al and i ndust r i al or i gi ns goi ng f ar beyond st apl es

and t he i mpor t ance of t r anspor t at i on and geogr aphy . Yet t went y- f i ve year s af t er

hi s deat h I nni s cont i nues t o be r ead nar r owl y and of t en sel ect i vel y and t he r i chest

par t of t he I nni s t r adi t i on r emai ns t o be di scover ed.

The f act t hat he was concer ned wi t h so much mor e t han t he st apl e suggest s

t hat t he most i mpor t ant aspect of t he I nni s l egacy has yet t o be seen i n i t s

t heor et i cal compl exi t y . Hi s wor k on t he st apl es shoul d be consi der ed a concr et e

appl i cat i on of hi s br oader t heor y of r i gi di t i es . I nni s used t hi s f r amewor k t o

account bot h f or t he i ncompl et e nat ur e of Canada' s i ndust r i al r evol ut i on and t he

i nabi l i t y of Canada t o pur sue a pat h of i nt egr at ed devel opment and become a

cent r e economy i n i t s own r i ght . I t i s t hi s negl ect ed aspect of I nni s whi ch i s so

val uabl e : hi s penet r at i ng i nsi ght s i nt o t he weaknesses of neo- cl assi cal

equi l i br i um t heor y, and hi s equal l y i mpr essi ve achi evement i n el abor at i ng a

di sequi l i br i ummodel of economi c devel opment t o expl ai n t he l ong- r un t r ends at

t he per i pher y, t r ends whi ch ant i ci pat e and account f or many of Canada' s cur r ent

di f f i cul t i es ( de- i ndust r i al i zat i on and economi c dependence) .

Seen i n t hi s per spect i ve I nni s' pi oneer i ng exami nat i on of r i gi di t i es shoul d be

consi der ed a nat ur al br i dge bet ween neocl assi cal economi c t heor y and Mar xi st

t heor y of dependency and capi t al accumul at i on at t he per i pher y . When I nni s

i dent i f i ed r i gi di t i es such as unused capaci t y, monopol y, and f i xed over head cost s,

he l ai d t he gr oundwor k f or a syst emat i c and ef f ect i ve expl anat i on of Canada' s

uni que posi t i on as a set t l er col ony . As such, i t had t he soci al r el at i ons of advanced

capi t al i st but an economy whi ch was unabl e t o escape t he or i gi nal di vi si on of

l abour t hat i nher ed i n a st apl e col ony . These r i gi di t i es, he bel i eved, wer e f i nal l y

r esponsi bl e f or Canada' s semi - per i pher al economi c st at us .

Because I nni s devel oped such a t hor ough- goi ng and compel l i ng cr i t i que of t he

neo- cl assi cal expl anat i on of gr owt h, t he gener al t hr ust of hi s wor k r emai ns

sur pr i si ngl y cont empor ar y . As t he Sci ence Counci l of Canada has r ecent l y shown,

t he gener al i nef f i ci enci es of t he Canadi an mar ket economy ar e an i mmedi at e

pr oduct of t he r i gi di t i es of expor t - l ed gr owt h. 3 As wel l , i n r ef or mul at i ng I nni s'

t heor y of r i gi di t i es i n t he l i ght of cont empor ar y r eal i t y, i t becomes possi bl e t o

move t he di scussi on f r omhi s speci f i c concer n wi t h t he bur den of di sequi l i br i um

t o t he br oader i ssues of cl ass r el at i ons, r egi onal i sm, and capi t al accumul at i on .

Ther eby, we can f ocus mor e di r ect l y on t he st apl e mode of devel opment of

r esour ce capi t al i sm. The ar gument pr oceeds on t wo l evel s : t he f i r st const i t ut es

an excavat i on i nt o t he past , a r est at ement of I nni s' gener al t heor y ; t he second

may be devel oped f r omI nni s' i nsi ght s as t hey af f ect our under st andi ng of cl ass

r el at i ons, t he st at e and t he st apl e mode of devel opment . 4.

Di sequi l i br i um Theor y and I ncompl et e Devel opment

By " sof t capi t al i sm" I nni s meant t hose count r i es at t he per i pher y whose

i ndust r i al devel opment woul d at best onl y be par t i al because of t he l ong- t er m

danger i nher ent i n expor t - l ed gr owt h . I n t he case of Br i t ai n and t he U. S. , t he
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pat t er n of devel opment , t hough cycl i cal , had r esul t ed i n an i nt egr at ed pr ocess i n
whi ch per i odi c cr i ses i n t he i nt er nat i onal economy wer e used t o consol i dat e and
i nt egr at e t hese nat i onal economi es, al l owi ng a move t o t he next st age of gr owt h
and devel opment . At t he per i pher y somet hi ng ver y di f f er ent occur r ed . Economi c
gr owt h, i n r espondi ng t o changes i n t he i nt er nat i onal economy, was not abl e
f ul l y t o use t hese downswi ngs i n t he economy t o r eor gani ze and consol i dat e t he

unevenness of devel opment . As a r esul t , economi c devel opment i s f r agment ed

and consol i dat i on onl y par t i al . Despi t e t he f act t hat each per i od begi ns wi t h a
spur t of devel opment , i t ends i n i ncompl et e and uneven devel opment .

Schemat i cal l y, t hese mar ked di f f er ences bet ween t he dynami cs of a per i pher y

and a cent r e economy can be r epr esent ed as f ol l ows :

1 . At t he cent r e : gr owt h/ devel opment - cr i si s - consol i -

dat i on/ i nt egr at i on - gr owt h/ devel opment .

2 . At t he per i pher y : gr owt h/ devel opment - cr i si s - l i mi t ed

consol i dat i on or r egr essi on/ f r agment at i on - i ncompl et e

and uneven devel opment .

The l at t er has been cal l ed t he st apl e t r ap, or what I nni s bel i eved t o be t he

st r ai ght j acket of sof t capi t al i sm as i t moves f r omdi sequi l i br i umpoi nt t o

di sequi l i br i um poi nt . I nni s r epeat edl y t ur ned t o t hi s pr obl emof t he vi ol ence

i nher ent i n t he swi ngs i n st apl e pr oduct i on . He came t o t he concl usi on t hat t he

di st or t i ons ent er i ng i nt o t he economi c pr ocess became cumul at i ve t he l onger t he

pr ocess was domi nat ed by met r opol i t an i nst i t ut i ons and t hat t he pr i ce syst em, or

t he mar ket i nsi t i t ut i ons of capi t al i sm, f ai l ed t o cor r ect t hese i mbal ances. 5

I n at t r i but i ng t he per manent nat ur e of devel opment al cr i si s t o t he pr i ce

syst em, I nni s r ej ect ed t he i dea t hat expor t - l ed gr owt h pr oduced a vi abl e

devel opment al st r at egy . At t he per i pher y t he pr esence of st r uct ur al r i gi di t i es

const i t ut es not abnor mal i t y but t he nor mal or der of t hi ngs . 6 By r i gi di t i es I nni s

meant a number of t hi ngs, i ncl udi ng i nel ast i ci t i es i n suppl y or demand, and

di seconomi es of scal e i n t he spher e of pr oduct i on and di st r i but i on ( par t i cul ar l y

t r anspor t at i on) . He al so used t he concept t o r ef er t o pr essur e poi nt s, or

bot t l enecks, causi ng t empor ar y or per manent di sr upt i ons i n t he economi c

pr ocess . A r i gi di t y woul d occur because of i mbal ance or br eakdown i n a par t i cul ar

phase or aspect of devel opment . At i t s si mpl est , t he t er mwas used t o denot e a

st r uct ur al obst acl e t o devel opment such as unused capaci t y, f i xed over head cost s,

monopol y, f l uct uat i ng demand and gover nment i nt er vent i on . I n one of hi s most

i mpor t ant concl usi ons, I nni s cl ai med t hat t hese r i gi di t i es di d not di ssol ve but

per si st ed . They t ook new f or ms even when t he per i pher y, as i n t he case of

Canada, became par t i al l y i ndust r i al i zed, acqui r i ng l i mi t ed i ndust r i al and

t echnol ogi cal capaci t y, wi t h a power f ul home- cont r ol l ed banki ng syst em and a

l ar ge mar ket f or consumer goods, et c . Deep- seat ed r i gi di t i es woul d ef f ect i vel y

3 7



DANI EL DRACHE

pr event t r ansf or mat i on of a hi nt er l and i nt o a cent r e economy . '

I nni s' economi c vi ews wer e r emar kabl y ast ut e i n r ecogni zi ng a ' dynami cs' of

st apl e devel opment whi ch woul d pr ovi de no r el i ef f or t he per i pher y, f r oma cycl e

of i ncompl et e devel opment . Subsequent l y Mel Wat ki ns syst emat i zed t he I nni s

par adi gmby ar gui ng t hat " t he st apl e t heor y becomes a t heor y of capi t al

accumul at i on. " 8 Accor di ng t o neo- cl assi cal economi cs, says Wat ki ns, t he expor t of

st apl es cr eat es i nducement s t o i nvest i n ot her sect or s of t he economy . These

l i nkages - expansi on of t he domest i c mar ket , r ai l way bui l di ng, t he r epl acement

of f or ei gn goods wi t h l ocal l y pr oduced goods, and i ncr eased pr ocessi ng of r aw

mat er i al s- ar e t he mot or of devel opment , t he pump- pr i mi ng devi ce whi ch i n

due cour se woul d al l ow t he per i pher y t o escape i t s suppl y r ol e i n t he wor l d

economy . But , as Wat ki ns so convi nci ngl y ar gues, even t hough t he expor t of

st apl e gener at es l ar ge capi t al i nf l ows and unusual l y hi gh r at es of capi t al

accumul at i on ( hi gher t han t he r at e of capi t al accumul at i on occur i ng i n cent r e

economi es at t hei r st age of i ndust r i al i zat i on) i ncr ement al gr owt h l eadi ng t o

i ndi genous, i nnovat i ve and sust ai ned devel opment does not occur . At t he

per i pher y t he backwar d, f or war d and f i nal demand l i nkages ar e weak, and

mi ni mi ze t he spead ef f ect s necessar y t o t r ansf or m a r esour ce- based economy

i nt o a f ul l y devel oped i ndust r i al one . As Wat ki ns shows i t i s t he cent r e t hat

pr of i t s f r om t hese weak l i nkages si nce i t not onl y cont r ol s demand but al so t he

suppl y end of t he r el at i onshi p t hr ough t echnol ogy t r ansf er s and f or ei gn

i nvest ment . Aweak set of l i nkages at t he per i pher y suppor t s a st r ong economy at

t he cent r e .

Macki nt osh' s Theor y of t he St apl e

Or t hodox economi st s never endor sed I nni s' t heor et i cal per spect i ve, or even

t he r est at ement by Wat ki ns, as const i t ut i ng t he cent r al pr obl emat i c of Canadi an

devel opment . I n t he mai n t hey have accept ed uncr i t i cal l y t he f or mul at i on of

W. A. Macki nt osh, an economi st at Queen' s Uni ver si t y, and a cont empor ar y of

I nni s . 9 I ncompl et e devel opment was t he cent r al pr emi se of I nni s' wor k ; f or

Macki nt osh i t was l i t t l e mor e t han a t r ansi t i onal st age i n t he hi st or y of a set t l er

col ony, and a st age whi ch woul d ul t i mat el y be t r anscended i n Canada' s f avour .

Macki nt osh' s ' st apl e appr oach' was a t heor y of i ncr ement al devel opment f r oma

st apl e base . He ar gued, i n ef f ect , t hat t he l i nkages and t he spr ead ef f ect s f r om

st apl e pr oduct i on woul d become gr adual l y st r onger as capi t al accumul at i on f r om

t he sal e of r esour ces t o mor e advanced economi es was r ei nvest ed i n domest i c

i ndust r i es, and as economi es of scal e wer e achi eved wi t h t he assi st ance of f or ei gn

i nvest ment and t he i mpor t of moder n t echnol ogy .

Wr i t i ng i n t he t went i es, Macki nt osh based hi s t heor y of t he st apl e on what he

t hought was t he appar ent success of t he Nat i onal Pol i cy . I n br oad out l i ne he saw

Canadi an devel opment as par al l el l i ng t he Amer i can exper i ence . The U. S . had

l ef t behi nd i t s col oni al past and emer ged as an i ndust r i al power . i n i t s own r i ght .
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Canada, i n f ol l owi ng t he Amer i can model of economi c expansi on t hr ough
r esour ce expor t and r ai l way- bui l di ng, coul d expect t he same r esul t s . " Not hi ng i s
mor e t ypi cal of col oni al devel opment " , he wr ot e, " t han t he r est l ess unceasi ng
sear ch f or st apl es whi ch woul d per mi t t he pi oneer comuni t y t o come i nt o cl ose
cont act wi t h t he commer ci al wor l d and l eave behi nd t he di sabi l i t i es of a pi oneer

exi st ence . " 10 Each of t he successi ve waves of Canadi an devel opment had
depended upon a commer ci al st apl e f or expor t . Wi t h t he set t l ement of t he
Canadi an West t he wor l d st apl e woul d pr i me " t he pump of Canadi an i ndust r y . " 11

Hence f or Macki nt osh t her e was no r eason t o doubt hi s or i gi nal cent r al
assumpt i on t hat t he " pr i me r equi si t e of col oni al pr osper i t y i s t he col oni al
st apl e . " "

I n r et r ospect , Macki nt osh' s t heor y seems cr ude and si mpl i st i c i n t he way i t
account s f or t he par t i cul ar mi x of Canadi an devel opment . The anal ogy wi t h t he
U. S. was l ar gel y super f i ci al gi ven f i r st l y t hat t he U. S . had had a commer ci al
r evol ut i on t hat put t he Amer i can economy di r ect l y i n t he hands of i t s busi ness
cl ass and secondl y, t hat despi t e Amer i can r el i ance on Br i t i sh capi t al t he l at t er
was l ar gel y por t f ol i o i nvest ment ( not di r ect i nvest ment ) whi ch l ef t cont r ol of
Amer i can i ndust r y i n Amer i can hands . Nonet hel ess, t he i mpor t ance of
Macki nt osh' s anal ysi s shoul d not be under est i mat ed . Li ke ot her neo- cl assi cal
economi st s who l i ve i n a wor l d of i mper f ect mar ket f or ces, Macki nt osh needed t o
account f or t he phenomenon of i ncompl et e or ar r est ed devel opment . The
answer s he gave r emai n ver y much i n f or ce t oday not because t hey ar e
sci ent i f i cal l y based but because t hey acqui r ed t he st at us of a par adi gm13 seemi ng
t o account f or t he br oad cont our s of economi c hi st or y i n t he l ast hal f of t he
ni net eent h and ear l y t went i et h cent ur y . He cl ai med t hat i f Canada had been
unabl e t o t ap i t s f ul l i ndust r i al pot ent i al , t he ' f aul t must be pur el y i nt er nal .

I n f act , Macki nt osh ski l l f ul l y pr esent ed t he case t hat Canada' s economi c
di f f i cul t i es wer e mai nl y a quest i on of geogr aphy- a l ar ge count r y wi t h a di f f i cul t
cl i mat e and hence a smal l popul at i on. Even i f Canada' s r esour ce endowment was
bount i f ul , he ar gued i nt r act abl e geogr aphy caused i ndust r y t o be sl ow i n
emer gi ng and i nt r oduced i nef f i ci enci es of pr oduct i on . For Macki nt osh, t he mai n
pr obl emof Canadi an devel opment was not st apl e pr oduct i on per se but st emmed
f r om t he conf l i ct bet ween ' r at i onal ' economi c mar ket f or ces and t he
' i r r at i onal i t y' of geogr aphy . I n t he most memor abl e sent ence he ever wr ot e, he
cl ai med t hat " Canada i s a nat i on cr eat ed i n def i ance of geogr aphy . . . " 11 , an
unnat ur al economi c uni t cr eat ed i n opposi t i on t o t he nor t h/ sout h f l owof
economi c l i f e .

I nvoki ng geogr aphi cal det er mi ni sm i n t hi s f ashi on may be r egar ded as
Canada' s uni que cont r i but i on t o neo- cl assi cal t heor i zi ng, a t r adi t i on whi ch has
been car r i ed on not abl y i n Har r y Johnson' s wr i t i ngs' 5 and mor e r ecent l y i n t he
publ i cat i ons of t he Economi c Counci l of Canada . 16 However i t shoul d be not ed
t hat t he pr i nci pal weakness of geogr aphi cal det er mi ni sm i s t hat i t bl ames
geogr aphy- a non- mar ket f or ce- f or t he phenomenon of uneven devel opment
and t he i nef f i ci ent al l ocat i on of r esour ces r at her t han t he par t i cul ar behavi our of
mar ket f or ces i n a hi nt er l and set t i ng .
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By t wi st i ng t he i mpor t ance of geogr aphy out of al l pr opor t i on, Macki nt osh

i gnor ed a basi c f act of Canadi an economi c hi st or y whi ch even he hi msel f wr ot e

about ext ensi vel y . Geogr aphy i s const ant l y bei ng modi f i ed by t he f or ces of

pr oduct i on and geogr aphi cal bar r i er s t o economi c devel opment such as di st ance

and t opogr aphy ar e medi at ed by advances i n t echnol ogy and t r anspor t at i on . "

The quest i on whi ch he never expl ai ned and whi ch l i es out si de t he neo- cl assi cal

par adi gm i s : why does Canada' s suppl y r ol e i n t he wor l d economy not change

even when i t has met t he condi t i ons f or t he i ndust r i al ' t akeof f ' ? By cont r ast I nni s

di d conf r ont t hi s cent r al pr obl emat i c of Canadi an devel opment . He answer ed i t

by sayi ng, i n ef f ect , t hat i t was t he di vi si on of l abour under t he pr i ce syst emand

not geogr aphy whi ch hol ds t he key t o under st andi ng Canada' s par t i cul ar f or mof

devel opment .

Tur ni ng hi s at t ent i on away f r om t he st apl e and f ocusi ng on t he spr ead of

r el at i ons bet ween an i mper i al economy and a whi t e set t l er r egi me, I nni s

pr oduced a t heor y of capi t al i st devel opment t o expl ai n why t he pr i ce syst em -

hi s wor d f or t he mar ket f or ces of capi t al i st pr oduct i on - f unct i ons di f f er ent l y

f or a per i pher y economy . I n anal yzi ng t he pr ocess by whi ch devel opment al

l i nkages t ur n i nt o per manent r i gi di t i es, I nni s was abl e t o show t hat even t hough

Canada was a pr i vi l eged soci al f or mat i on and shar ed common i nst i t ut i ons and

t r adi t i ons of t he cent r e, somet hi ng medi at ed t he t r ansf er of capi t al i sm. For I nni s

t hat somet hi ng was t he syst emof capi t al i sm i t sel f whi ch r epr oduced t hese

r i gi di t i es i n t he economi c pr ocess, t hus pr event i ng Canada f r om becomi ng a

sel f - gener at i ng aut ocent r i c economy char act er i zed by what he cal l ed " i nt egr at ed

devel opment . " 18

I nni s had no l ack of evi dence of t hi s phenomenon i n whi ch t he successf ul

neo- cl assi cal i nst r ument s of cent r e economi es wer e' i nver t ed' and had t he

opposi t e ef f ect at t he per i pher y, becomi ng i n due cour se st r uct ur al obst acl es and

a sour ce of di sequi l i br i a . Rai l way bui l di ng was a cl assi c i nst ance of economi c

pol i cy desi gned t o pr omot e economi c expansi on and i ndi genous i ndust r i al i zat i on

and had been so i n bot h Br i t ai n and t he U. S . I n Canada by cont r ast , I nni s st r essed

t hat t he er a of r ai l way bui l di ng had pr oduced a weak backwar d l i nkage, gr eat er

r el i ance on i mpor t ed manuf act ur ed goods, unmanageabl e f i xed over head cost s,

di seconomi es of scal e t hat had f or ced gover nment owner shi p of r ai l l i nes and so

had r ei nf or ced monopol y . 1 9 The t ar i f f , si mi l ar l y, di d not have t he ef f ect of

pr ot ect i ng i nf ant i ndust r i es but , as I nni s not ed, r epeat edl y had f or ced Amer i can

f i r ms t o l ocat e behi nd t he t ar i f f wal l , t hus gi vi ng f or ei gn capi t al i st s access t o and

cont r ol over t he Canadi an i ndust r y . 20 I n t er ms of f i nal demand l i nkages such as

t echnol ogy t r ansf er s, I nni s di scover ed t hat Canada' s easy access t o Br i t i sh and

Amer i can t echnol ogy had not made Canada mor e sel f - r el i ant and compet i t i ve

wi t h advanced count r i es, nor had t he acqui si t i on of sci ent i f i c knowl edge l essened

Canada' s t r adi t i onal r el i ance on t he expor t of r esour ces and t he i mpor t of

consumer and capi t al goods . 21 I n anal yzi ng t hi s phenomenon, I nni s was br ought

f ace t o f ace wi t h what he cal l ed t he pr i ce syst em, whi ch pr event ed t he per i pher y

f r om bei ng abl e t o al t er f undament al l y t he t er ms of i t s par t i ci pat i on i n t he

i nt er nat i onal economy . Hi s expl anat i on of why i nver si on occur s and r i gi di t i es
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r esul t i s a power f ul one because i t al l owed hi m, wi t hout abandoni ng neo- cl assi cal
economi cs compl et el y, t o expl ai n devel opment at t he per i pher y i n t er ms of a
di sequi l i br i um economi cs . zz

Di sequi l i br i um Economi cs

Di sequi l i br i umeconomi cs i s based upon a compl ex anal ysi s whi ch ar gues, on
t heor et i cal and empi r i cal gr ounds, t hat t he pr i ce syst emf ai l s as a mechani smf or

adj ust ment f or t he per i pher y . I t hol ds t hat t he pr i ce syst em i s i mpai r ed because

of t he domi nance of monopol i es under r esour ce capi t al i sm at t he per i pher y, and

because t he cent r e economy const ant l y expl oi t s t he f or ces of pr oduct i on of t he
per i pher y f or i t s own devel opment . Thi s i n t ur n l eads t o a r upt ur i ng of t he
nor mal economi c pr ocesses of capi t al i st devel opment . I t i s f or t hi s r eason t hat
t he per i pher y i s unabl e t o smoot h out pr i ce and st r uct ur al r i gi di t i es by t he same
means avai l abl e t o cent r e economi es . A cent r e economy achi eves equi l i br i um i n
t he sense t hat t he pr i ce syst emser ves not onl y t o opt i mi ze t he scar ce al l ocat i on of
r esour ces but as a mechani sm of adj ust ment , per i odi cal l y r evol ut i oni zi ng t he
f or ces of pr oduct i on, changi ng t he di vi si on of l abour , and st r engt heni ng t he
mar ket economy t hr ough expansi on. To account f or devel opment at t he cent r e,

I nni s subscr i bed t o AdamSmi t h' s unshakabl e convi ct i on i n t he uni ver sal f eat ur es

of t he mar ket mechani smas a f or ce f or pr ogr ess . z 3 Li ke t he f ounder of l i ber al
pol i t i cal economy, I nni s bel i eved t hat t he pr i ce syst em was a super i or mode of

pr oduct i on evi denced by i t s abi l i t y t o t r ansf or mt he " r ot t i ng t i mber s of

f eudal i sm" i nt o a new syst em of pr oduct i on . Subsequent t r ansf or mat i ons

demonst r at ed agai n f or I nni s t he power of mar ket f or ces t o har ness capi t al ,
t echnol ogy and t r ade t o over come al l obst acl es i n t he way of commodi t y

pr oduct i on . Even t he sever e, r ecur r i ng cr i ses of capi t al i sm whi ch par al yzed t he
nor mal bal ance of mar ket f or ces r esponded t o t he l aws of t he pr i ce syst em
t hr ough bankr upt ci es, mer ger s, or t he el i mi nat i on of unpr oduct i ve or mar gi nal
uni t s of pr oduct i on . I n t he end, t hi s abi l i t y t o r et r ench and r eor gani ze pr oduct i on
made possi bl e newvent ur es and el i mi nat ed bot t l enecks i n suppl y and demand.
For I nni s al l t hi s poi nt ed t o t he exi st ence of mar ket f or ces whi ch f ound t hei r
equi l i br i um at t he poi nt of opt i mumuse of l and, l abour and capi t al .

But , by t he same t oken, I nni s ar gued t hat t he equi l i br i um model of t he pr i ce
syst emonl y account ed f or devel opment i n t he advanced economi es of t he
i nt er nat i onal pr i ce syst em. When I nni s says t hat t he per i pher y " i s t he st or m
cent r e t o moder n economi es" , 24 i t i s a st at ement r ef er r i ng t o t he l ong- t er m
t r ends of i nt er nat i onal capi t al i st devel opment f r omt he per spect i ve of t he
per i pher y . The per i pher y i s subj ect t o anot her di al ect i c, t he di al ect i c of
equi l i br i um/ di sequi l i br i um, wi t h t he st abi l i t y of t he cent r e economi es r est i ng on
di sequi l i br i um economi es at t he mar gi n . Or as he expl ai ned, .. . . . di st ur bances i n
one ar ea wer e of f set by advances i n t he ot her . " 25 The t heor et i cal expl anat i on of
why mar ket f or ces wer e ' i nver t ed' i n t hi s way and caused di sequi l i br i um i n t he
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f unct i oni ng of t he pr i ce syst emhe devel oped i n t er ms of f act or s of pr oduct i on.

At t he per i pher y l abour , capi t al and r esour ces wer e expl oi t ed by t he cent r e i n a

t r ade ar r angement whi ch const i t ut ed nor mal mar ket behavi our f or t he i mper i al

economy, but had t he ef f ect of depr i vi ng t he per i pher y of capi t al and r esour ces t o

r evol ut i oni ze i t s own mode of pr oduct i on . Because t r ade was cont r ol l ed by

monopol i es or t he t er ms of t r ade ar r anged under a pr ef er ent i al t ar i f f or

commer ci al pol i cy, t he mar ket was not f r ee but was or gani zed t o per pet uat e t he

exi st i ng mode of devel opment and t he or i gi nal di vi si on of l abour .

The cl assi c i nst ance of t hi s was t he syst em of mer cant i l i sm wher e, i n t heor y

and t o a l ar ge ext ent i n pr act i ce, t he t er ms of t r ade wer e f i xed by t he cent r e whi ch

was t hus i n a posi t i on t o det er mi ne t he economi c f ut ur e and r at e of devel opment

i n each of i t s col oni es . 26 I ndust r i al capi t al i sm, abandoni ng pr ot ect i oni smf or f r ee

t r ade, r edr ew t he economi c r el at i ons bet ween t he cent r e and t he ol d commer ci al

empi r es, i ncr easi ng t he scope f or t he pr oduct i on and expor t of st apl es . But i n one

key r espect t he basi c r el at i onshi p of mer cant i l i sm passed i nt o t he new or der

unchanged. The per i pher y cont i nued t o speci al i ze i n t he spher e of exchange,

whi l e t he cent r e domi nat ed t he spher e of pr oduct i on and ot her sect or s . Hence,

under i ndust r i al capi t al i sm, t he per i pher y di d not have gr eat er oppor t uni t y t han

under mer cant i l i sm t o t r anscend i t s commer ci al st at us as a suppl i er of r esour ces

and a mar ket f or manuf act ur ed goods . Most i mpor t ant l y, i t coul d not acqui r e t he
capabi l i t y t o r evol ut i oni ze i t s own mode of pr oduct i on .

To expl ai n t he per si st ence of di sequi l i br i um at t he mar gi n, I nni s i sol at ed t wo

br oad cat egor i es of r i gi di t i es t hat ent er ed i nt o t he pr i ce syst em:

1 . St r uct ur al r i gi di t i es, r ef er r i ng t o t he di vi si on of l abour and unused

capaci t i es bot h of whi ch pl ayed a domi nant r ol e i n a r esour ce per i pher y and wer e

l ong- t er m and hi st or i cal i n or i gi n . "

2 . Pr i ce r i gi di t i es, such as f i xed over head cost s and debt r epayment s whi ch

wer e i nt r oduced vi a t he busi ness cycl e and became cumul at i ve over t i me . 28

St r uct ur al Ri gi di t i es

Of t he t wo I nni s at t ached speci al i mpor t ance t o st r uct ur al r i gi di t i es because

t hey r ef l ect ed t he l ong- r un t r ends of capi t al i st devel opment , t r ends whi ch i n hi s

j udgment wer e r ar el y r ever sed. Fur t her , I nni s t ook t he posi t i on t hat t he di vi si on

of l abour i mposed on t he per i pher y by t he i mper i al power di d account i n no smal l

measur e f or subsequent soci al and economi c devel opment . To i l l ust r at e t hi s he

used t he case of Canada and t he Uni t ed St at es, bot h of whi ch had been a col ony of

Br i t ai n yet wi t h ver y di f f er ent r esul t s . To expl ai n t he pr i nci pal di f f er ences

bet ween t he t wo f or mat i ons I nni s was abl e t o show t hat t hi s was due t o t he t ype

of col ony each had or i gi nal l y been i n t he hi er ar chy of t he wor l d capi t al i st syst em,

as wel l as t he st at us conf i r med on i t by Br i t i sh i mper i al i sm. 29 I t i s i n t he cour se of

t hi s anal ysi s t hat I nni s di scover ed t he sour ce of t hese hi st or i cal l y det er mi ned
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st r uct ur al r i gi di t i es .

The Br i t i sh empi r e had cr eat ed t hr ee t ypes of col oni es each wi t h a di f f er ent

di vi si on of l abour . At t he t op of t he hi er ar chy was t he commer ci al set t l er col ony

of New Engl and whi ch t r aded wi t h ot her col oni es and had acqui r ed i t s own

hi nt er l and i n t he i nt er i or . I t s st apl e agr ar i an economy suppor t ed a r el at i vel y

l ar ge set t l er popul at i on . Br i t i sh Nor t h Amer i ca bel onged t o t he second t i er . I t

was f ounded pr i mar i l y as a st apl e expor t i ng col ony f or l uxur y and l at er i ndust r i al

r esour ces . I t s st apl es suppor t ed a smal l domest i c mar ket wi t h f ew i nhabi t ant s

i ni t i al l y and onl y acqui r ed a commer ci al st at us l at e i n t he ni net eent h cent ur y . At

t he bot t om of t he i mper i al pyr ami d wer e pl ant at i on/ sl ave col oni es mai nt ai ned

by conquest . Unl i ke set t l er col oni es t hese had l ar ge i ndi genous popul at i ons

whi ch became t he sour ce of l abour i n si ngl e- cr op economi es . I n t he

pl ant at i on/ sl ave col oni es Br i t i sh col oni al pol i cy er ect ed a neweconomi c or der on

t he exi st i ng mode of pr oduct i on wi t h t he sol e pur pose of st apl es expl oi t at i on .

Set t l er col oni es had a di f f er ent st at us f or I nni s f r omt hat of col oni es of

conquest . The di f f er ence r est ed on t he f act t hat set t l er col oni es shar ed wi t h t he

i mper i al cent r e t he same mode of capi t al i st pr oduct i on and t her ef or e ent er ed

i nt o t he i nt er nat i onal syst emon a l evel of equal i t y wi t h ot her mar ket economi es .

As gr eat an advant age as t hi s was, set t l er col oni es suf f er ed f r omt he di sadvant age

of havi ng a commer ci al l y or i ent ed economy at a t i me when " t he pr i ce syst emhad

gr adual l y but per si st ent l y eat en out t he r ot t i ng t i mber s of Eur opean col oni al

st r uct ur es. . . . . . 3° I nni s not ed t hat NewEngl and was t he onl y commer ci al col ony of

t he f i r st Br i t i sh empi r e t hat had successf ul l y at t acked t he ol d or der and i n doi ng

so f r eed i t sel f f r om t he " shackl es of t he col oni al syst em. " The ef f ect of t he

Amer i can War of I ndependence was bot h l ong- t er m and r evol ut i onar y i n t hat i t

cr eat ed t he condi t i ons f or a newdi vi si on of l abour and opened up t he Amer i can

economy t o t he f l oodgat es of i ndust r i al i sm. I nni s si ngl ed out t hi s hi st or i cal

moment as bei ng wi t hout par al l el i n expl ai ni ng how t he Amer i can economy

t r anscended t he or i gi nal di vi si on of l abour and acqui r ed t he means t o become a

cent r e economy i n i t s own r i ght .

Comi ng t o t hi s concl usi on, I nni s di d not evoke t he doct r i ne of compar at i ve

advant age or a t heor y of ent r epr eneur shi p a l a Schumpet er t o account f or

Amer i can i ndust r i al devel opment . Wi t h r espect t o t he speci al ci r cumst ances of

New Engl and' s commer ci al devel opment he st r essed t he f ar - r angi ng pol i t i cal

and economi c consequences of a col ony successf ul l y f r eei ng i t sel f f r omt he cycl e

of dependency and i mper i al domi nat i on. He wr ot e: " The advant ages of f r eedom

of t r ade suppor t ed by t he f i sher i es and shi ppi ng br oke down t he col oni al syst em

of Fr ance and i n t ur n Engl and. Shi ppi ng i mpl i ed commer ci al st r engt h, naval

power , and def eat of Eur opean cont r ol . " 3 i

By compar i son, t he case of Canada had t o be a di f f er ent af f ai r . Canada' s

commer ci al r evol ut i on of 1837 had ended i n def eat , causi ng i t t o r emai n a st apl e

col ony over a much l onger per i od, subj ect t o t he mor e i nt ensi ve expl oi t at i on of a

backwar d commer ci al i smembedded i n t he empi r e of t he St . Lawr ence .
32

Count er posi ng t he ol d t o a newsyst emof commer ci al i sm, I nni s bel i eved t hat he

had i dent i f i ed t he sour ce of Canada' s compar at i ve di sadvant age . Commer ci al i sm
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was ant agoni st i c t o i ndust r i al i smbecause i t r et ar ded economi c act i vi t y by

i mposi ng what I nni s cal l ed " r est r ai nt s on t r ade" 33 whi ch suppor t ed an economy

based on monopol y r at her t han on compet i t i on and t he f r ee pl ay of mar ket

f or ces . I nni s came t o r egar d bot h t hese aspect s of commer ci al i sm as r esponsi bl e

f or pr event i ng t he pr i ce syst emf r omt r ansf or mi ng t he f or ces of commer ci al i sm

i nt o an i ndust r i al syst emof pr oduct i on . On t hi s poi nt I nni s never waver ed : " The

r i se of i ndust r i al i smwas t he r ever se si de of t he decl i ne of t he commer ci al syst em.

The emer gence of f r ee t r ade. . . r ef l ect ed and enhanced t he ef f i ci ency of t he pr i ce

syst emand t he gr owt h of i ndust r i al i sm. The ebb of commer ci al i smwas t he f l ow

of i ndust r i al i sm. " 34

Canada' s st r uct ur al r i gi di t i es ar ose out of t hi s si t uat i on. Canada r emai ned a

backwat er of commer ci al i sm af t er cent r e economi es had made t he t r ansi t i on t o

an i ndust r i al f oot i ng . Wi t h t he passage f r omear l y t o l at e i ndust r i al capi t al i sm,

t he demands f r om t he mor e advanced count r i es f or i ndust r i al st apl es woul d

i ncr ease as woul d t hei r penet r at i on and cont r ol of t he domest i c mar ket of t hi s

whi t e domi ni on dependency wi t h a hi gh per capi t a i ncome . Si gni f i cant l y i t was

t hi s f act , I nni s bel i eved, t hat made Canada par t i cul ar l y at t r act i ve i n t he eyes of

met r opol i t an capi t al as a pl ace t o expl oi t . The i ndust r i al pr i ce syst em of cent r e

economi es oper at ed " at a hi gh st age of ef f i ci ency i n t he occupat i on of r esour ce

r i ch economi es . " 35 But t he bur dens of devel opment wer e nonet hel ess i nevi t abl e.

They f el l on t he st at e i n r ecent l y i ndust r i al i zed ar eas whi ch al so cont i nued t o act

as bot h banker and pr ot ect or of i mper i al i nt er est s . Because t he col oni al st at e

cont i nued t o be dependent on and i ndeed ' compr omi sed' by t he i mper i al st at e,

t he f or mer was unabl e t o f unct i on as an i nst r ument of adj ust ment t o r educe t he

r i gi di t i es br ought i n t he wake of uneven devel opment . Possi bl y mor e t han any

ot her si ngl e f act or I nni s vi ewed wi t h al ar mt he i nst i t ut i onal i zat i on of a

commer ci al - based col oni al i sm i n t he st at e appar at us and bel i eved t hat t hi s

r el at i onshi p was r esponsi bl e f or t he economi c di sequi l i br i umcausi ng so many of

Canada' s pr obl ems .

Regi onal i sm par excel l ence was a case i n poi nt . Canada was an amal gamof

r egi onal economi es at di f f er ent st ages of devel opment and t he commer ci al

or i ent at i on of t he Canadi an st at e per pet uat ed and aggr avat ed exi st i ng r egi onal

r i val r i es . The r esul t s wer e pl ai nl y evi dent i n t he weakness of Canada as a soci al

f or mat i on . Ont ar i o wi t h a commer ci al agr ar i an economy had r eached t he st at us

of New Engl and by t he l at e ni net eent h cent ur y, and vi a t he Nat i onal Pol i cy had

acqui r ed t he r est of t he count r y as i t s hi nt er l and . The West had been cr eat ed as a

per manent st apl e col ony wi t h al l t he at t endant di f f i cul t i es t hat t hat mode of

devel opment br ought i n i t s wake . Al t hough I nni s di d not wr i t e much about

Quebec, he consi der ed i t a st apl e col ony by conquest , cont r ol l ed by t he Chur ch

and Angl o- Canadi an i nt er est s . Fi nal l y, t he Mar i t i mes had achi eved a

pr e- i ndust r i al f oot i ng but af t er t he Nat i onal Pol i cy once agai n became a st apl e

economy . 36 Al l t hese compet i ng modes of devel opment r ei nf or ced t he

domi nance of commer ci al i sm at t he expense of st r ong nat i onal i nst i t ut i ons . As a

consequence " t he mor e r i gi d channel s of sur vi vi ng commer ci al i sm" 37 woul d

per pet uat e Canada' s dependence on one or anot her met r opol i t an power as wel l

44



I NNI S ANDCANADI AN CAPI TALI SM

as be a chr oni c sour ce of r egi onal conf l i ct and i nt er nal di vi si on .

Pr i ce Ri gi di t i es, Unused Capaci t y, and t he Busi ness Cycl e

Havi ng anal yzed t he l ong- t er mdi sabi l i t i es whi ch Canada suf f er ed f r om, I nni s

t ur ned t o exami ne t he shor t - t er m oper at i on of mar ket f or ces i ncl udi ng t he

movement of pr i ces, capi t al f or mat i on and t he busi ness cycl e . I t i s t hi s i nci si ve

and hi ghl y or i gi nal account of t he busi ness cycl e t hat enabl ed hi mt o i dent i f y t he

sour ce of shor t - t er m cr i ppl i ng pr i ce r i gi di t i es . Mor e t han any ot her par t of I nni s'

t heor i zi ng, i t expl ai ns t he speci al vul ner abi l i t y of a r esour ce- based economy t o a

pr i ce syst em wi t h a commer ci al bi as .

I ni t i al l y, I nni s i dent i f i ed t he pr obl emof pr i ce r i gi di t i es as t hey r el at ed t o hi gh

t r anspor t at i on cost s i n movi ng bul ky goods such as f ur , t i mber and wheat over
l ong di st ances i n t he absence of a bal anced car go. 3 a Thi s pr obl em, r esul t i ng f r om

i nt ense speci al i zat i on and what I nni s cal l ed t he chr oni c mi sal l ocat i on of capi t al

and r esour ces, was evi dent i n t he f ai l ur e of successi ve waves of Canadi an

devel opment t o achi eve sust ai ned gr owt h . Thi s was ent i r el y di f f er ent f r om t he

exper i ence i n t he Amer i can commer ci al col oni es . I n t hese, a " r el at i ve absence of

unused capaci t y meant l ow cost s and cont r i but ed t o r api d economi c

devel opment . " I n Canada by cont r ast , " an unbal anced car go f aci l i t at ed t he

addi t i on of t r adi ng goods on t he out war d voyage f or t he devel opment of t r ade on

t he St . Lawr ence . . . [ but ] added l i t t l e t o t he car go of t he home voyage. " 39 These

i mbal ances i n t he spher e of ci r cul at i on ( and l at er i n t he spher e of pr oduct i on)

had occur r ed i n al l successi ve st ages of devel opment and account ed f or t he

shor t f al l s i n expor t - l ed gr owt h . For I nni s, unused capaci t y r ai sed t he i mpor t ant

quest i on of why i t was so di f f i cul t f or an economy t o f i nd what he t er med a

mechani smof adj ust ment t o r educe t he shar p f l uct uat i ons i n i nt er nat i onal

demand r esponsi bl e f or over - expansi on when t he economy was buoyant and a

shor t f al l i n r evenues f ol l owed by t he i nevi t abl e economi c cr i si s when i t began t o

cont r act . Thi s cycl e of shor t spur t s of gr owt h f ol l owed by a sever e r ecessi on had

had cr i ppl i ng consequences f or a r esour ce economy bur dened wi t h t he escal at i ng

cost s of capi t al f or mat i on .

Or t hodox economi st s such as Macki nt osh ar gued t hat t he way t o r espond t o

unused capaci t y was t o st i mul at e t he economy by addi t i onal gover nment

expendi t ur es and t o at t r act f or ei gn capi t al t o make newi nvest ment s par t i cul ar l y
i n t he r esour ce sect or . I nni s r ef ut ed t hi s, and demonst r at ed t hat such a st r at egy
di d not al l evi at e t he pr obl emof unused capaci t y but i n f act aggr avat ed i t . Her e i s
hi s account descr i bi ng howi ndebt edness and unused capaci t y ar e a di r ect r esul t of
a st r at egy of i ncr ement al gr owt h :

Low r at es of i nt er est dur i ng a per i od of depr essi on and

r ecur r i ng def i ci t s st i mul at ed r enewed act i vi t y i n bor r owi ng

and i n encour agi ng f ur t her const r uct i on . Def i ci t s i ncr eased
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dur i ng a per i od of depr essi on and bor r owi ngs dur i ng a per i od

of pr osper i t y . Thr oughout t he per i od of t he Nat i onal Pol i cy

gover nment debt s i ncr ease and, i n t ur n, t ar i f f s and capi t al

equi pment . 40

The key t o t hi s di l emma l i es " i n t he di f f i cul t i es i n adj ust i ng expendi t ur e t o

r ecei pt s . . . i n a per i od of depr essi on and possi bl y i n encour agi ng new i ndust r y by

mor e aggr essi ve pr ot ect i on, and i n meet i ng t he i nt er est on l oans dur i ng a per i od

of pr osper i t y . " 41 I n I nni si an t er ms t he busi ness cycl e sought t o " r educe t he

wei ght of t he bur den by i ncr easi ng t he ext ent of t he bur den . " 42 I t oper at ed f r om

di sequi l i br i um poi nt t o di sequi l i br i um poi nt .

I n any number of ways, t he per i pher y i s const ant l y subj ect t o sever e economi c

pr essur es r esul t i ng f r omunused capaci t y . Because t he mar ket has a weak

mechani smof adj ust ment , t he gover nment i s f or ced t o i nt er vene and st i mul at e

t he economy by new i nvest ment , par t i cul ar l y i n t he most pr oduct i ve and

compet i t i ve sect or s, such as r esour ces, or by i mpr ovi ng t he accessi bi l i t y and

avai l abi l i t y of r esour ces by expandi ng t he capaci t y of t he t r anspor t at i on syst em

t o move bul ky goods mor e easi l y and at a l ower cost . Capi t al expendi t ur es i n

suppor t of t hese r esour ce pr oj ect s ar e l ong- t er m i n nat ur e. They cr eat e hi gher

l evel s of i ndebt edness i n t he expect at i on t hat t hey wi l l gener at e addi t i onal

r evenue t o cover t he cost s of t hi s new i ndebt edness as wel l as pr oduci ng l i nkages

i n t he f or m of addi t i onal i ncome t o l abour , capi t al and t he st at e . For a br i ef
per i od af t er t he i nvest ment s ar e made, t he economy can be sai d t o be i n

equi l i br i um as gover nment bor r owi ng gener at es a spur t of economi c gr owt h .

However t he spr ead ef f ect s ar e shor t - l i ved as condi t i ons . i n t he i nt er nat i onal

mar ket change and t he demand f or Canada' s r esour ces sof t ens . These

downswi ngs, I nni s di scover ed, r ef l ect not onl y di st ur bances i n t he i nt er nat i onal

mar ket domi nat ed by a f ew l eadi ng st apl es f or expor t , but al so ar e a consequence

of t he appl i cat i on of neo- cl assi cal f i scal and monet ar y pol i cy desi gned t o expand a

cent r e economy dur i ng a per i od of economi c di f f i cul t y . I nni s i dent i f i ed t he sour ce
of t he ' di st ur bance' as t he new capi t al out l ays . He showed t hat t hese new capi t al

out l ays- an expansi oni st measur e- have t he r ever se ef f ect on a r esour ce- based

economy and qui ckl y become a r i gi di t y- an obst acl e t o economi c gr owt h-

because i n a per i od of r ecessi on r evenues begi n t o decl i ne whi l e t he backf l owof

pr of i t s and debt payment s r emai n const ant , or i ncr ease at a f ast er r at e t han t he

i nf l ow of new r evenues.

The i mmedi at e consequence of t hi s shor t f al l i n r evenues i s, as many

economi st s have not ed, t o sl ow t he r at e of economi c gr owt h . I nni s, however ,

st r essed t hat t he cumul at i ve ef f ect i s by f ar t he mor e deci si ve f or t hr ee pr i nci pal

r easons . Fi r st , t he expansi oni st phase of t he busi ness cycl e i s const ant l y bei ng

pr emat ur el y cur t ai l ed . Secondl y, t he newi nj ect i ons of capi t al r epeat edl y become

a sour ce of ' di sequi l i br i um' when capaci t y exceeds demand and expendi t ur es

exceed r evenues . Fi nal l y, i n t hese ci r cumst ances t he new capi t al expendi t ur es

r ar el y at t ai n t hei r i nt ended pur pose of cr eat i ng ei t her new economi es of scal e or
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ot her measur es necessar y t o r eor gani ze, consol i dat e, or expand t he i ndust r i al
si de of t he economy . Faced wi t h t hi s r ecur r i ng pr obl emand f ai l i ng t o under st and
i t s st r uct ur al or i gi ns, t he gover nment i s once agai n f or ced t o i nt er vene
f i nanci al l y and under t ake new i nvest ment s f r omi t s own r esour ces as wel l as t o
at t r act new f or ei gn i nvest ment t o st i mul at e demand and r educe excess capaci t y . 4 3

Si gni f i cant l y I nni s was abl e t o show how t hi s cycl e t r ansl at es i nt o a l ong- t er m
st r uct ur al pr obl em. Because t he per i pher y r ecur r i ngl y f aces f al l i ng pr i ces, sof t
mar ket s, and decl i ni ng r evenues, t he busi ness cycl e f l uct uat es bet ween new
i ndebt edness under t aken i n t he expect at i on of gener at i ng new i ndust r i al gr owt h
whi ch never mat er i al i zes and t he f i xed capi t al cost s of past i ndebt edness
r ef l ect i ng t he excess capaci t y and over devel opment of t he r esour ce sect or . Hence
i n any gi ven moment of t he busi ness cycl e t he pr i nci pal r i gi di t y of unused
capaci t y i s bei ng r epr oduced i n f ul l as a st r uct ur al f eat ur e of t he st apl e mode of
devel opment .

The si gni f i cance of t he cycl e as a ' di seconomy' of devel opment was not l ost on
I nni s . He emphasi zed r epeat edl y t hat , as a per si st ant pr obl em of Canadi an
hi st or y, unused capaci t y " . . . had i t s ef f ect i n pr ol ongi ng t he domi nance of one
st apl e or i n hast eni ng i t s decl i ne and cont r i but ed power f ul l y t o t he di st ur bance of
equi l i br i um i n Canada and Eur ope . " "

Pr i ce r i gi di t i es woul d pl ay a domi nant r ol e i n Canadi an devel opment at al l
poi nt s i n t i me. I n per i ods of r api d expansi on r equi r i ng l ar ge capi t al i nvest ment s
r i gi di t i es woul d be sever e. They wer e equal l y pr esent i n t i mes of cr i si s when
i nt er est payment s, debt char ges, and ot her obl i gat i ons had t o be met .
Fur t her mor e, pr i ce r i gi di t i es wer e i nher ent i n t he st apl e t r ades because
monopol i es such as Hudson' s Bay Co . , t he CPRand t he Canadi an banks occupi ed
such a pi vot al r ol e i n t he expl oi t at i on, t r anspor t at i on and sal e of Canada' s
r esour ces . Under i ndust r i al capi t al i sm, I nni s bel i eved t hat cent r e economi es had
pr of i t ed f r omt hese pr i ce r i gi di t i es whi ch " enabl ed t he ol der cent r es t o benef i t
f r omt he i ndust r i al gr owt h of new cent r es by di sposi ng or dumpi ng obsol escent
machi ner y e . g . , agr i cul t ur al i mpl ement s t o count r i es wi t h vi r gi n nat ur al
r esour ces and i n t hi s way t o r educe t hei r own cost s of i mpr oved equi pment . " 4 s

Ther e wer e ot her exampl es whi ch showed how r i gi di t i es wer e
i nst i t ut i onal i zed i n Canada' s pol i t i cal and soci al ar r angement s . The most
i mpor t ant of t hese was Conf eder at i on whi ch, f r om I nni s' per spect i ve, was a
di r ect r esponse t o t he cont i nui ng devel opment al cr i si s Canada f aced i n t he
ni net eent h cent ur y f r omcapi t al i ndebt edness and pr i ci ng pr obl ems . He wr i t es :

The emer gence of Canada as moder n st at e i s i nevi t abl y a par t
of t he spr ead of i ndust r i al i sm and capi t al i sm. Conf eder at i on
became an ef f ect i ve cr edi t i nst i t ut i on wi t h t he demands f or
l ong- t er m secur i t i es whi ch accompani ed t he r i se of
i ndust r i al i smespeci al l y as shown i n t r anspor t at i on . The r i se of
Canada was i n a sense a r esul t of t he demand f or adequat e
i mper i al cost i ng account i ng whi ch ar ose wi t h Gl adst oni an
l i ber al i sm. 46
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I n t he t went i et h cent ur y pr i ce r i gi di t i es wer e agai n ver y much i n evi dence i n t he

wheat economy as wel l as i n t he di st ur bances accompanyi ng t he gr owi ng t r ade

and i nvest ment wi t h t he U. S. I n assessi ng t he per si st ance and chr oni c f ai l ur e on
t he par t of Canadi an aut hor i t i es t o deal wi t h t hi s pr obl em, I nni s bel i eved t hat

Canada' s pr obl ems st emmed f r omi t s posi t i on i n t he i nt er nat i onal economy and

t he r api d expl oi t at i on of i t s weal t h. At t he cent r e of i t s di f f i cul t i es wer e debt and

i nt er est char ges

pai d t o Br i t i sh, Amer i can and Canadi an capi t al i st s on
equi pment desi gned t o pr oduce and t r anspor t wheat . . . The

ef f ect s of t hese r i gi d cost s st r i ke at t he hear t of Canadi an

economi c l i f e . Negl ect i n f aci ng t hi s vi t al pr obl emmay l ead t o

consequences of ser i ous i mpor t t o t he Empi r e. The

cr yst al l i zat i on of capi t al i n f i xed char ges mi ght be compar ed t o

t he har deni ng of t he ar t er i es f or t he empi r e. 4 '

I n t he I nni si an f r amewor k i t was t he combi nat i on of pr i ce and st r uct ur al

r i gi di t i es whi ch had pr event ed Canada f r omt r anscendi ng i t s commer ci al or i gi ns .

As a r esul t , Canada had been l ef t wi t h a badl y co- or di nat ed machi ner y t o cope

wi t h t he vi ol ence accompanyi ng r esour ce capi t al i sm.

No count r y has swung backwar ds and f or war ds i n r esponse t o

such f act or s as i mpr ovement i n t echni que or t r anspor t at i on,

exhaust i on of r aw mat er i al s and t he advance of i ndust r i al i sm

wi t h such vi ol ence as Canada . Our hi st or y pr esent s t he same

baf f l i ng compl exi t y t o t he hi st or i an as does t he Canadi an

shi el d t o t he geol ogi st . 48

And as he f ur t her put i t i n one of hi s summar y st at ement s on t hi s basi c poi nt :

The st r uct ur e of Canada' s economy was an ext ensi on of

Eur opean and Br i t i sh economi es, wi t h a consequent i ncr ease i n

ef f i ci ency guar ant eed by cheap wat er t r anspor t , i mper i al

pr ef er ences, and t he openi ng of new r esour ces . I t was

handi capped by t he ext ent of gover nment i nt er vent i on, t he

r i gi di t y of gover nment i ndebt edness, r ai l way r at es, and t ar i f f s,

and dependence on a commodi t y subj ect t o wi de f l uct uat i ons i n

yi el d and pr i ce. 49
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The Wor l d Syst em: The Or i gi n of Ri gi di t i es

St r essi ng t he sever e l i mi t at i ons i mposed on t he per i pher y enabl ed I nni s t o

ar r i ve at a pat h- br eaki ng t heor y of r i gi di t i es . As a pol i t i cal economi st and not

si mpl y an economi c hi st or i an, I nni s pl aced par t i cul ar i mpor t ance i n exami ni ng

t he evol ut i on of capi t al i sm as a wor l d syst em. Al t hough not as syst emat i c i n

gener al i zi ng t he l aws of capi t al i st devel opment as f or i nst ance- and mor e

r ecent l y- Sami r Ami n, 10 t her e i s a st r i ki ng si mi l ar i t y bet ween I nni s' t heor y of

r i gi di t i es and Ami n' s t heor y of ext r over si on . Even t hough one must t r ead

caut i ousl y and avoi d super f i ci al compar i sons bet ween devel oped dependency and

st ar k under devel opment , I nni s and Ami n shar e a common per spect i ve i n t hei r

r espect i ve ef f or t s t o di scover t he di al ect i c of i ncompl et e devel opment and t he

compl ex means by whi ch cent r e economi es have been abl e t o i mpose t hr ough

i nt ensi ve speci al i zat i on a di vi si on of l abour on per i pher y f or mat i ons . I n hi s

wr i t i ng on t he soci al f or mat i on of per i pher al capi t al i sm, Ami n shows how t he

pr ol onged expor t of r esour ces l aes t o ext r over si on of t he r esour ce i ndust r i es,

whi l e sect or s sl ot t ed f or i ndust r i al i zat i on f or t he home mar ket suf f er f r om l ow

pr oduct i vi t y, mar gi nal i zat i on and under capi t al i zat i on . Fr om a Mar xi st

per spect i ve Ami n expl ai ns " how t he r api d spr ead of si mpl e commodi t y

pr oduct i on cannot r ever se t he ext r over t ed char act er of t he economy. " 51 I n

l anguage whi ch echoes I nni s' r easoni ng, he expl ai ns how a count r y at t he

per i pher y has a nar r ow r ange of pr oduct i ve act i vi t i es and expansi on of t he

economy vi a expor t - l ed gr owt h i n pr i mar y r esour ces means t hat i ndebt edness

gr ows f ast er t han i ncome .

Ami n syst emat i zes t he dynami cs of per i pher al capi t al i sm as f ol l ows : t he

spr ead ef f ect s of i nvest ment benef i t f or ei gn capi t al mor e t han domest i c i ndust r y ;

t he r esour ce sect or has t he hi ghest r at e of pr of i t abi l i t y and t her ef or e capi t al

f l ows i nt o t he ' p r ef er r ed' expor t sect or whi l e l i ght i ndust r y sel l i ng t o t he

domest i c mar ket suf f er s f r oml ow pr oduct i vi t y, l ower r at es of r et ur n and

under capi t al i zat i on ; f or ei gn i nvest ment r at her t han expandi ng t he economy

di sar t i cul at es t he key sect or s by t r uncat i ng t he domest i c mar ket ; and t he

backf l ow of pr of i t s exceeds t he i nf l ow of i nvest ment . Al l var i et i es of dependent

capi t al i smsuf f er f r omwhat he t er ms t he doubl e cr i si s : " Expor t s t hat ar e

dest i ned f or t he cent er cannot gr ow f ast er t han demand at t he cent er - t hat i s,

appr oxi mat el y at t he r at e of gr owt h of t he cent er " and " i nt er nat i onal

speci al i zat i on. . . al ways const i t ut es a mechani sm of pr i mi t i ve accumul at i on t o

t he di sadvant age of t he cent er . " 52 Because of t hi s cr i si s, Ami n cont ends, i t i s

i mpossi bl e f or a count r y t o cat ch up on i t s hi st or i cal handi cap " whi l e st i cki ng t o

t he basi s of i nt er nat i onal speci al i zat i on. " 5 3

I nni s al so exami ned t he or i gi ns of t hi s ' compar at i ve di sadvant age' . He

di scover ed t hat i t was a necessar y condi t i on of t he way capi t al i sm evol ved as a

wor l d syst em. Hi s anal ysi s i s sur pr i si ngl y compr ehensi ve i n det ai l i ng t he

hi st or i cal evol ut i on of capi t al i sm f r omi t s mer cant i l e or i gi ns t o l at e monopol y

capi t al i sm. Commi t t ed t o l i ber al pol i t i cal economy, he nat ur al l y r egar ded t he

4 9



DANI EL DRACHE

ear l y per i od of i ndust r i al compet i t i ve capi t al i smas t he gol den age of t he mar ket

economy . Economi c l i ber t y went hand i n hand wi t h per sonal l i ber t y and

pr oduced what I nni s r egar ded as t he gr eat advances i n ci vi l i zat i on, i n t he ar t s and

sci ences and i n gover nment , by t he dest r uct i on of t he vest ed i nt er est s and t he

mer cant i l e monopol i es of t he ol d or der . " The st r engt h of t he newor der was i n

I nni s' vi ew based upon a bel i ef i n economi c and soci al pr ogr ess dependent upon

t he f r ee and f ul l f unct i oni ng of mar ket f or ces . However he al so saw t hat t he

syst emof compet i t i ve capi t al i sm had been di spl aced by ' l at e mat ur e capi t al i sm'

i n whi ch monopol y r at her t han compet i t i on was domi nant . He was di st ur bed by

t hi s t r end whi ch he bel i eved br ought wi t h i t pr of ound soci al and economi c

consequences . By t he t went i et h cent ur y t he i ndust r i al or der of Eur ope and t he

U. S . had been f ur t her t r ansf or med, as capi t al i sm had evol ved i nt o a syst em of

i mper i al i sm based upon " a vi t al r el at i onshi p of mi l i t ar i smt o capi t al i sm and t he

moder n st at e. " 55

To account f or t he r i se of i mper i al i smand t he decl i ne of compet i t i ve

capi t al i sm, I nni s f ocused on monopol y, mi l i t ar i sm and t he moder n st at e as f or ces

t hr eat eni ng t he st abi l i t y of bot h l at e neo- t echni c capi t al i sm and t he vi abi l i t y of

per i pher al r egi ons i n t he wor l d syst em. I n hi s eyes, t r ade war s, nar r ow

nat i onal i sm, pr i ce f i xi ng, f i nanci al capi t al i sm, and i nt er nat i onal i ndebt edness

r ef l ect ed " t he dr i ve of t he pr i ce syst em on t he economi c and soci al st r uct ur e

wi t hi n t he st at e" as wel l as " cont i nual di st ur bances bet ween t he st at es . " SG

Anal yzi ng t he ext ent and sever i t y of t hese soci al di st ur bances l ed I nni s t o st udy

t he consequences of t he decl i ne of compet i t i on and " t he r i se of economi c

war f ar e. " 57

For Canada, t he anar chy of a monopol y- domi nat ed wor l d syst em had ser i ous

i mpl i cat i ons .

Canada devel oped at t he l at est st ages of moder n i ndust r i al i sm

and i s among t he f i r st t o f eel t he ef f ect s of t he t ur n . The

i mpor t ance of t he st at e, r el i ance on pr oduct i on of r aw

mat er i al s f or expor t , par t i cul ar l y wheat , and t he r i gi di t i es of

cont i nent al devel opment cr eat e ser i ous pr obl ems of i nt er nal

mal adj ust ment as shown by quot as, bonuses, unempl oyment

r el i ef , t he br eakdown of pr ovi nci al - f eder al r el at i ons and t he

l i ke. 5 e

Si gni f i cant l y I nni s not ed t hat t he shel t er ed met r opol i t an ar eas " t end t o i mpose

bur dens on r egi ons exposed t o wor l d f l uct uat i ons" , whose ef f ect s woul d be

pr of ound and i mmedi at e . " The new i nt er nat i onal i sm i s upon us. No count r y

st ands t o gai n or l ose mor e t han Canada. " 59

Under l at e capi t al i smCanada f aces t hr ee i mmedi at e danger s . The f i r st st ems

f r omi t s ambi val ent st at us i n t he wor l d economy . On t he one hand, " i t st ands i n

danger of bei ng bur ned at t he st ake of nat ur al r esour ces and on t he ot her hand of
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bei ng boi l ed i n t he oi l of unr est r i ct ed compet i t i on . " 60 The second ar i ses out of
Canada' s i ndust r i al posi t i on . " For a count r y whi ch r i des on t he cr est of moder n
i ndust r i al i sm and has been concer ned wi t h t he demands of an i nt er nat i onal
mar ket , i ndust r i al i smhas pr ovi ded an abundance of goods but not t he f i r st l uxur y
of secur i t y . " " The t hi r d danger r esul t s f r omCanada' s dependence on t he U. S.
" We have bui l t up i n Canada i n compet i t i on wi t h t he Uni t ed St at es a del i cat el y
bal anced economy whi ch has mor e t han once cr ashed t hr ough i l l - desi gned

machi ner y . " 62 I n t he newor der Canada' s di f f i cul t i es st emf r omi t s " pr oxi mi t y t o

t he U. S. [ whi ch] pl aces a sever e handi cap on cont r ol of capi t al movement s . The
char act er of our devel opment r esul t s i n r i gi di t i es such as t hose gover ni ng
owner shi p . " 63 I n t he ci r cumst ances, I nni s had f ew i l l usi ons as t o " t he obvi ous
si gni f i cance of Amer i can economi c pol i ci es t o Canada. " He di d not hesi t at e " t o
poi nt out t he exi st ence of an Amer i can empi r e" and t o i nqui r e whet her

Amer i can pol i cy maker s wer e consci ous of " t he r esponsi bi l i t i es whi ch

accompany i mper i al i sm. " 6 ' Whet her t he Uni t ed St at es agr ees or not , " i t s

monet ar y and t ar i f f pol i ci es ar e l ar gel y t he monet ar y pol i ci es of t he Nor t h

Amer i can cont i nent , i ncl udi ng Canada . " 6 s

I nni s' anal ysi s of monopol y capi t al i sm i s sur pr i si ngl y cont empor ar y i n

si ngl i ng out t he cent r al i t y of capi t al movement s, t he pr obl emof f or ei gn

owner shi p, and t he phenomenon of unused capaci t y t o expl ai n why Canada was

and woul d r emai n a per i pher y expl oi t ed by cent er f or mat i ons - shor t of a
r evol ut i on as i mper i al capi t al does not per mi t of any ot her possi bi l i t y . Unl i ke t he

U. S . and Eur ope whi ch have r evol ut i onar y t r adi t i ons, Canada' s or i gi ns wer e

pr of oundl y count er - r evol ut i onar y, a f act f or I nni s whi ch r ei nf or ced t he

commer ci al or i ent at i on of t he st at e and el i t es as wel l as expl ai ned t he l ong

hi st or y of i mper i al i sm i n Canadi an af f ai r s . As he f r equent l y l ament ed, Canadi ans

had r epeat edl y f ai l ed t o gener at e al t er nat i ves t o t he debi l i t at i ng consequences of

dependence i n ei t her pol i t i cal or economi c l i f e . Under l at e i ndust r i al capi t al i sm

Canada woul d f ar e l ess wel l t han i t had under compet i t i ve capi t al i sm. " The ol d

syst em had l i nked her t o Eur ope by a geogr aphi c backgr ound domi nat ed by t he

St . Lawr ence and pr ovi ded ef f i ci ency of speci al i zat i on under f r ee t r ade . " 66 Wi t h

t he decl i ne of t he St . Lawr ence al l of Canada' s economi c l i f e woul d be endanger ed

f r oma much mor e power f ul Amer i can hegemony i n t he est abl i shment of

br anch- pl ant s i n Canada, t he f i xi ng of Canadi an wage l evel s wi t h t hose i n

Amer i can i ndust r y, " t he movement of l i qui d capi t al , owner shi p of gover nment

secur i t i es and t he t empor ar y mi gr at i on of t our i st s . . . . . . 61 Emphasi zi ng t he l i nk

bet ween capi t al movement s and r i gi di t i es, I nni s showed how cl oser t i es t o t he

U. S . i ncr eased " t he i nst abi l i t y of Canada' s pol i t i cal and economi c st r uct ur es . " 68

Pol i t i cal l y, i mper i al i sm l eads t o " a weakeni ng of nat i onal i sm" and " t he

st r engt heni ng of r egi onal i sm, " 69 whi l e economi cal l y Canada di d not have t he

pol i ci es t o i mpr ove capi t al al l ocat i on, r educe capi t al cost s or l essen t he " bur den

of def ence. " The st r ai ns f r om t hi s asymmet r i cal r el at i onshi p woul d i nt ensi f y .

" [ I ] t may be expect ed wi t h t he mor e r api d gr owt h i n popul at i on i n t he Uni t ed

St at es and t he cont i nued decl i ne of nat ur al r esour ces, t hat Canada wi l l become

i ncr easi ngl y dependent on t he U. S. and t hat t he pr obl em wi l l become mor e,
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r at her t han l ess acut e . . . " ' °

Wr i t i ng agai nst t he backdr op of t he Depr essi on r eaf f i r med f or I nni s al l t hat he

had been sayi ng about t he i mpor t ance of r i gi di t i es i n t he st udy of Canadi an

devel opment . " An ar r ay of conf l i ct i ng f or ces" had pr oduced a successi on of

st r uct ur al i mbal ances wi t h t he i nevi t abl e r esul t t hat r egi onal and nat i onal

economi es f ound t hemsel ves unabl e t o devel op pr oper adj ust ment mechani sms

t o r espond t o t he r api d changes i n economi c l i f e . " The sever i t y of t he Gr eat

Depr essi on made evi dent t he ver y r eal soci al cost s of t hi s mode of devel opment .

As he r epeat edl y st r essed, t hose who wer e l east abl e t o shoul der t he bur den had

t o pay t he cost s of t hese per manent r i gi di t i es . Thi s i ncl uded Canada' s hi nt er l and

r egi ons, whi ch wer e most exposed t o pr i ce f l uct uat i ons and suf f er ed di r ect l y

f r omdecl i ni ng i ncomes and unused capaci t y . The f eder al gover nment was f or ced

i nt o an i mper i al i st r ol e vi s- a- vi s t he r egi ons and hence was i ncapabl e of

medi at i ng t he di spar i t i es and r espondi ng cr eat i vel y t o t he demands of r egi onal

pr ot est movement s . ' z Equal l y af f ect ed wer e f ar mer s and t hose wor ki ng i n t he

r esour ce sect or who t hr ough t hei r l abour and l oss of i ncome wer e f or ced t o

subsi di ze t he commer ci al pol i ci es of f or ei gn and domest i c i nt er est s .

Thi s aspect of I nni s' wor k on t he soci al consequences of r i gi di t i es not abl y

compl i ment s and ext ends hi s mor e nar r owl y economi c concer ns . Economi c

r i gi di t i es as he di scover ed al so ar e r esponsi bl e f or a syst emof expl oi t at i on havi ng

f ar - r eachi ng i mpl i cat i ons f or Canada . 73 They not onl y wor k t hei r way t hr ough

t he economy but pr of oundl y af f ect ot her ar eas of Canadi an l i f e as wel l . He was

di st ur bed by t he f act t hat a soci et y based on r esour ce capi t al i smput power i n t he

hands of t he f ew, r el i ed so ext ensi vel y on cent r al i zed aut hor i t y, accept ed r ul e by

admi ni st r at i ve f i at and was const ant l y subj ect t o absent ee cont r ol . He bl amed t he

coer ci ve and ant i - democr at i c i nst i t ut i ons of Canadi an l i f e on t he domi nant

pr esence of monopol i es, t he pr act i ces of t he commer ci al st at e, and t he i nf l uence

of t he br anch- pl ant s whi ch had pr osper ed and gr own i n i nf l uence of t en at t he

expense of t he Canadi an popul at i on. Hi s r esear ch on t he or i gi ns and evol ut i on of

Canadi an capi t al i st devel opment ul t i mat el y l ed hi m t o quest i on t he r ol e and

pur pose of t he moder n l i ber al st at e" and i t s many l i nks wi t h cor por at e i nt er est s .

I n hi s mi nd t he power of monopol i es was l i nked t o t he er osi on of i ndi vi dual and

col l ect i ve r i ght s bot h wi t hi n Canada and wi t hout . Hi s pr eoccupat i on wi t h t hese

cent r al i ssues made I nni s i nt o a nat i onal i st , a cr i t i c of i ncr ement al gr owt h, an

opponent of cont i nent al i sm, and an agnost i c about t he vi abi l i t y of t he l i ber al

t r adi t i on i t sel f . 75

Ther e can be no doubt , t hen, t hat t o vi ewI nni s' pr i nci pal i nt er est as t he hi st or y

of t he st apl e or even st apl e- l ed gr owt h does a gr oss i nj ust i ce t o hi s gr asp of

pol i t i cal economy . What concer ned hi mwas t o account f or t he st r uct ur al desi gn

of successi ve waves of Canadi an devel opment economi cal l y and soci al l y, and i n

shi f t i ng hi s at t ent i on beyond t he st apl e he t hus l ai d t he f oundat i on f or t he st udy

of t he hi st or i cal dynami cs of what shoul d pr oper l y be t er med r esour ce capi t al i sm.

To t hi s end I nni s was f i r st and f or emost an economi c st r uct ur al i st i n hi s

appr oach, cont endi ng t hat i nt er nal and ext er nal mar ket f or ces account ed f or t he

i ncompl et e or bl ocked f or m of r esour ce capi t al i sm. Many have wr ongl y and
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di spar agi ngl y r egar ded I nni s as an economi c det er mi ni st . However , as a

st r uct ur al i st , he r i gor ousl y hel d t hat even geogr aphy was nei t her f i xed nor

unchangi ng but , l i ke any ot her st r uct ur e, was modi f i ed by advances i n t he

economy . Evi dence of hi s geogr aphi cal det er mi ni sm comes f r omI nni s'

of t - quot ed asser t i on, t aken f r omt he concl usi on of The Fur Tr ade i n Canada, t hat

moder n Canada i n f ol l owi ng t he boundar i es of t he f ur t r ade was cr eat ed because

of geogr aphy . Yet a f ew pages l at er he says t hat wi t h t he onset of i ndust r i al

capi t al i sm Canada' s economi c geogr aphy was bei ng er oded by t hi s new mode of

pr oduct i on . Hi s wor ds ar e wor t h r ecal l i ng : " The geogr aphy uni t y of Canada

whi ch r esul t ed f r omt he f ur t r ade became l ess not i ceabl e wi t h t he i nt r oduct i on of

capi t al i sm and r ai l r oads . " ' 6 As we have seen, hi s par t i cul ar anal ysi s of l at e

capi t al i sm showed how Canada' s pr obl ems, st emmi ng f r om a syst em of st apl e

pr oduct i on, wer e i nst i t ut i onal i zed i n such economi c st r uct ur es as monopol i es,

t he st at e- st r uct ur e and Amer i can br anch- pl ant s, each of whi ch cont r i but ed t o or

r ei nf or ced t he di seconomi es i nher ent i n a st apl e economy .

However , as unequi vocal as I nni s was about t he l ong- r un t r ends of capi t al i sm

and l i ber al i sm, hi s t heor et i cal under st andi ng went no f ur t her . He saw no cl ass,

no economi c syst em, no i deol ogy whi ch, when al l i s sai d and done, was mor e

at t r act i ve t han l i ber al i sm or pr ef er abl e t o t he pr i ce syst em. Had he been abl e t o

concei ve of an al t er nat i ve he mi ght have shi f t ed hi s gr ound bot h as a pol i t i cal

economi st and i n t er ms of hi s cl ass l oyal t i es . Even hi s pi oneer i ng and i nnovat i ve

wor k on r i gi di t i es di d not l ead I nni s f i nal l y t o r ej ect t he neo- cl assi cal economi c

per spect i ve. For i t must be r emember ed t hat whi l e he saw and depl or ed ' di s-

equi l i br i um' at t he per i pher y, he assumed, and appr oved of , ' equi l i br i um' f or

t he cent r e. I n t he end, hi s r ewor ki ng of t he l i ber al pol i t i cal economy t r adi t i on had

br ought hi mf ar but not f ar enough, because t he di f f i cul t quest i on of t he hi st or i cal

vi abi l i t y of t he capi t al i st mode of pr oduct i on was not on hi s i nt el l ect ual agenda .

The St apl e Mode of Devel opment

Hi s t heor et i cal concept ual i zat i on of r i gi di t i es const i t ut es t he vi t al and l ast i ng

par t of t he I nni s l egacy . Hi s st udy of monopol y and t he per vasi veness of

commer ci al i sm suggest s t hat t hese r i gi di t i es ar e par t of a l ar ger pr ocess whi ch

can be cal l ed t he st apl e mode of devel opment . I t s char act er i st i cs ar e as f ol l ows : "

1 .

	

The st apl e mode of devel opment i s def i ned by i t s commer ci al or i ent at i on,

wher e commer ci al r el at i ons of exchange and di st r i but i on r at her t han

i ndust r i al r el at i ons of pr oduct i on pr edomi nat e. What we have as a pat t er n

of devel opment i s commer ci al domi nance i n an i ndust r i al gui se .

2.

	

Resour ce devel opment i s based on monopol y and monopol i zed sect or s, not

compet i t i on and compet i t i ve uni t s of pr oduct i on.

3 .

	

I nf r ast r uct ur e pr oj ect s such as r ai l ways ar e desi gned t o l i nk t he domest i c

mar ket t o t he i mper i al cent r e, wi t h t he r esul t t hat t he ext er nal mar ket

domi nat es i ndust r y and ot her cor e ar eas of t he economy .

4.

	

Di r ect i nvest ment gi ves f or ei gn capi t al i st s per pet ual cont r ol of key
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i ndust r i al and r esour ce sect or s, whi l e t he br anch- pl ant movement r esul t s

i n dependent i ndust r i al i zat i on and compar at i ve di sadvant age i n goods-

pr oduci ng i ndust r i es caused by t r uncat i on and ext r over si on accompanyi ng

t he i nf l ow of capi t al .

5 .

	

The r at e of capi t al accumul at i on i s per si st ent l y hi gh, a r ef l ect i on of

Canada' s st at us as a semi - cent r e economy; nonet hel ess, l i ke ot her

per i pher y economi es Canada suf f er s chr oni c capi t al shor t ages due bot h t o
t he const ant backf l ow of pr of i t s and di vi dends and t o t he capi t al i nt ensi ve

nat ur e of r esour ce capi t al i sm, dependent upon advanced t echnol ogy t o
expl oi t hi ghl y sophi st i cat ed i ndust r i al and ener gy st apl es .

6 .

	

I n economi c mat t er s, t he Canadi an st at e i s aut onomous nei t her i n a
r el at i ve nor an absol ut e sense; r at her , as t he cr eat i on of t he i mper i al st at e,
i t f unct i ons as t he i nst r ument of f or ei gn capi t al , and by di r ect i nt er vent i on

i n t he economy under wr i t es t he st r at egi es of accumul at i on and

l egi t i mat i on . "

7.

	

The t r adi t i onal neo- cl assi cal i nst r ument s of gr owt h such as t he t ar i f f ,
r esour ce expor t s, t echnol ogy t r ansf er s and f or ei gn i nvest ment become
st r uct ur es of dependency i n a sat el l i t e economy . At t he per i pher y, t hey ar e
r esponsi bl e f or per pet uat i ng commer ci al i sm l ong af t er i t has decl i ned i n
t he mor e advanced economy.

8.

	

The r esour ce/ f i nanci al / t r anspor t at i on bour geoi si e ar e t he ' dynami c' and

domi nant r ul i ng cl ass f or mat i on i n t hi s mode of devel opment . 79

9.

	

Par adoxi cal l y, st apl e- l ed gr owt h accent uat es r egi onal di spar i t i es and

under mi nes bal anced r egi onal devel opment . But , because r esour ce

capi t al i sm i s dependent on a cont i nent al mar ket , t he cont i nued expor t of

st apl es suppor t s st r ong r egi onal economi es and even st r onger r egi onal

l oyal t i es .

10.

	

I n an economy or gani zed ar ound publ i c and pr i vat e monopol i es, a° i t i s

t he subor di nat e cl asses, not capi t al , whi ch ar e r equi r ed t o sel l t hei r l abour

or t hei r pr oduce on a compet i t i ve basi s; i t i s t hi s condi t i on of i nequal i t y

par excel l ence whi ch t he st at e ut i l i zes t o accel er at e t he r at e of capi t al

accumul at i on.

11 .

	

I ncompl et e devel opment i s not , a passi ng st age but a per manent condi t i on

of t he per i pher y i n t he absence of a pr of ound r eal i gnment of cl ass f or ces .

Even t hough t he mi x of i ncompl et e devel opment can be seen t o evol ve, t he

basi c di vi si on of l abour and Canada' s r ol e i n t he i nt er nat i onal hi er ar chy ar e

not al t er ed. Mor e accur at el y, what each new st age of i ncompl et e

devel opment r ef l ect s ar e changes i n i nt er nal cl ass al l i ances accommodat i ng

or r espondi ng t o t he st r at egy of capi t al accumul at i on i ni t i at ed by f or ei gn

capi t al and t he i mper i al st at e and/ or cr i ses i n t he i nt er nat i onal economy . " '

I t i s onl y when we come t o t hi s f i nal poi nt t hat t he I nni si an cont r i but i on ends
and t he Mar xi st t r adi t i on i n Canadi an pol i t i cal economy begi ns . Unl i ke l i ber al

pol i t i cal economy, t he Mar xi st per spect i ve no l onger f ocuses on r i gi di t i es per se
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but on a di f f er ent pr obl emat i c, one whi ch i s f r equent l y i npl i ci t i n I nni s' wor k :
expl ai ni ng t he uni que set of cl ass r el at i ons r esponsi bl e f or t he st apl e mode of
devel opment . I n l ayi ng t he gr oundwor k f or t hi s, we may say of I nni s what he
once wr ot e about t he Fat her s of Conf eder at i on- t hat he " bui l ded ot her t han he
knew" and, we shoul d add, bet t er t han he hi msel f r eal i zed.
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24. " Pol i t i cal I mpl i cat i ons of Unused Capaci t y" , Essays, p . 382 .
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25 . " Li qui di t y Pr ef er ence" i n Pol i t i cal Economy i n t he Moder n St at e, p. 197 .

26. I nni s' vi ew of mer cant i l i smand l at e capi t al i sm r espect i vel y ar e f ound i n " The Penet r at i ve Power
of t he Pr i ce Syst em" and " Li qui di t y Pr ef er ence as a Fact or i n I ndust r i al Devel opment " . I n t hese
essays, I nni s exami nes t he evol ut i on of capi t al i sm as a wor l d syst em.

27 . See " Unused Capaci t y as a Fact or i n Canadi an Economi c Hi st or y" and " The Pol i t i cal . I mpl i cat i ons
of Unused Capaci t y" , i n Essays .

28 . For a di scussi on of st r uct ur al r i gi di t i es, consul t " Economi c Tr ends i n Canadi an- Amer i can
Rel at i ons" and " Recent Devel opment s i n t he Canadi an Economy" , i n Essays .

29 . Thi s i s an i mpor t ant aspect of I nni s' wor k . Hi s vi ews ar e out l i ned i n " Penet r at i ve Power of t he
Pr i ce Syst em" i n Essays .

30. I bi d. p . 257 .

31 . I bi d. p . 256 .

32. I nni s r egar ded t he f ai l ed r evol ut i ons of 1837 as a deci si ve moment i n Canadi an pol i t i cal economy
and, unl i ke Cr ei ght on, const ant l y poi nt ed out t he i nadequacy of t he St . Lawr ence commer ci al
syst em as a st r uct ur al det er mi nant . See " Si gni f i cant Fact or s i n Canadi an Economi c
Devel opment " i n Essays .

33 . " Penet r at i ve

	

Power s

	

of

	

t he

	

Pr i ce

	

Syst em" ,

	

p .

	

256 .

34 . I bi d. ,

	

p.

	

259.

35 . I bi d. ,

	

p.

	

260.

I NNI SANDCANADI AN CAPI TALI SM

36 . For a sampl i ng of I nni s' compl ex vi ews on r egi onal i smsee " Decent r al i zat i on and Democr acy" i n
Essays, par t i cul ar l y pp . 367- 371 . He bel i eved t hat r egi onal i smhad become so sever e t hat i t had
r ender ed obsol et e Canada' s pol i t i cal machi ner y and necessi t at ed " concent r at i on on t he pr obl em
of machi ner y by whi ch i nt er est s can become mor e vocal and t hei r demands be met mor e
ef f i ci ent l y . " ( p . 370. )

37 . " Penet r at i ve Power s of t he Pr i ce Syst em" , i n Essays, p . 260.

38 . For an el abor at i on of I nni s' vi ews on t r anspor t at i on, see " Tr anspor t at i on as a Fact or i n Canadi an
Economi c Hi st or y" , i n Essays .

39 . " Unused Capaci t y" , i n Essays, p . 142 .

40 . Pr obl ems i n St apl e Pr oduct i on, p . 23 .

41 . I bi d.

42. I bi d. , p . 115 .

43 . " The i mpact on Canada of t he busi ness cycl e i n t he hi ghl y i nt egr at ed i ndust r al syst emof t he U. S .
var i es di r ect l y wi t h t he i mpor t ance of Amer i can capi t al and of t he Amer i can mar ket and wi t h t he

5 7



DANI EL DRACHE

char act er of t he i ndust r i al st r uct ur e of Canada. " I n " Labour i n Canadi an Economi c Hi st or y" ,

Essays, p. 198. Mor e expl i ci t l y t he Amer i can cont r ol of t he busi ness cycl e means " cont i nued

mi gr at i on of capi t al i n t he f or m of br anch pl ant s f r om t he U. S . and f ur t her expl oi t at i on of

nat ur al r esour ces . " Pr obl ems i n St apl e Pr oduct i on, p . 121 .

44 . " Pol i t i cal I mpl i cat i ons of Unused Capaci t y" i n Pol i t i cal Economy of t he Moder n St at e, p . 218.

45 . Pr obl ems i n St apl e Pr oduct i on, op. ci t . , p . 19.

46 . I bi d.

47 . I bi d. , p. 118.

48 . Pr obl ems i n St apl e Pr oduct i on, op . ci t . , p . 73 .

49. I bi d. , p . 82 .

50. Sami r Ami n, Unequal Devel opment ; An Essay on t he Soci al For mat i ons of Per i pher al

Capi t al i sm, New Yor k, 1976.

51 . I bi d. , p . 202 .

52. I bi d. , p . 291 .

53. I bi d.

54 . I n I nni s' The Pol i t i cal Economy of t he Moder n St at e, t her e ar e t wo l engt hy essays i n whi ch he

i dent i f i es t he pr obl ems whi ch st em f r om t he decl i ne of l i ber t y and t he r i se of monopol y and

i mper i al i sm. The f i r st i s " The Pol i t i cal Economy i n t he Moder n St at e" and t he second i s " On t he

Economi c Si gni f i cance of Cul t ur al Fact or s" .

55 . " Canadi an Economy and t he Depr essi on" , i n Essays, p. 133 .

56 . " The Penet r at i ve Power of t he Pr i ce Syst em" , i n Essays, p. 271 .

57 . I bi d. , p . 270.

58. " Canadi an Economy and t he Depr essi on" , i n Essays, p. 134.

59. I bi d. , p . 135 .

60. I bi d. , p . 130.

61 . I bi d. , p . 135 .

62 . I bi d. , p. 140.

63 . I bi d. , p. 139.

64 . " Recent Tr ends i n Canadi an- Amer i can Rel at i ons" , op . ci t . , p . 238 .
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65 . I bi d. , p. 239.

I NNI S ANDCANADI AN CAPI TALI SM

66 . " Recent Tr ends i n Canadi an- Amer i can Rel at i ons" , Essays, p . 235 .

67 . I bi d. , p. 238 ; t he t ext r eads " i mpor t ant wage l evel s" but i t seems cl ear i mpor t ed i s i nt ended.

68 . I bi d. , p . 238 .

69 . I bi d. , p . 238 .

70 . I bi d. , p . 240 .

71 . Two t hemes whi ch domi nat e I nni s' wr i t i ng on Canada ar e t hat " Regi onal i zat i on has br ought
compl ex pr obl ems f or an economy devel oped i n r el at i on t o t he St . Lawr ence" and t hat
" Pr ovi nci al i sm has par al l ed t he new i ndust r i al i sm. " Whi l e he hel d i t " i mper at i ve t hat ser i ous
at t ent i on shoul d be gi ven t o t he pr obl emof r evi si ng pol i t i cal machi ner y so t hat democr acy can
wor k out sol ut i ons t o - moder n pr obl ems" , he was not opt i mi st i c t hat Canada' s pol i t i cal syst em
woul d be abl e t o r ef or mi t s pol i t i cal st r uct ur es . The above quot at i ons ar e f r om " Decent r al i zat i on
and Democr acy" i n Essays, p . 368 and 370 .

72 . See " Decent r al i zat i on and Democr acy" , " The Penet r at i ve Power of t he Pr i ce Syst em" , " Pol i t i cal
I mpl i cat i ons of Unused Capaci t y" and " Labour i n Canadi an Economi c Hi st or y" . Hi s maj or t hesi s
was " t hat t he conf l i ct bet ween a pr i ce st r uct ur e domi nat ed by Gr eat Br i t ai n and a pr i ce st r uct ur e
i ncr easi ngl y domi nat ed by t he cont i nent has ser i ous i mpl i cat i ons f or t he Canadi an economy i n
t he i nequal i t i es bet ween gr oups and r egi ons . " To count er t hi s t r end he bel i eved t hat " pr ovi nces
wi l l r equi r e el abor at e machi ner y t o pr ot ect t hemsel ves agai nst t he expl oi t at i on of haphazar d
f eder al pol i ci es. " p . 198 and p . 371, r espect i vel y, i n Essays .

73 . For an over vi ew, see " Gr eat Br i t ai n, The Uni t ed St at es and Canada, " i n Essays .

74 . Af t er 1940, I nni s t ur ned hi s at t ent i on t o a number of phi l osophi c concer ns ; t he r esul t s ar e t o be
f ound i n The Pol i t i cal Economy of t he Moder n St at e, op. ci t . The l ast per i od of hi s l i f e was
devot ed t o t he st udy of t he modes of communi cat i ons and t he owner shi p of t he means of
communi cat i on.

75 . On t he r el at i onshi p bet ween I nni s' Li ber al i sm and nat i onal i sm, see my ear l i er ar t i cl e " Har ol d
I nni s : Canadi an Nat i onal i st " , Jour nal of Canadi an St udi es, Vol . 4, No . 2, ( May, 1969) .

76. The Fur Tr ade i n Canada, p. 402 .

77 . I n " St apl e- i zat i on : A Theor y of Canadi an Capi t al i st Devel opment , I exami ned t he phenomena
of dependent i ndust r i al i zat i on as a par t i cul ar aspect of t he st apl e mode of devel opment , John
Saul and Cr ai g Her on, eds. , Nat i onal i sm, I mper i al i sm and Canada, Tor ont o, 1977. The el even
poi nt s set out i n t hi s ar t i cl e r equi r e a f ul l er expl anat i on t han i s possi bl e i n t he pr esent
ci r cumst ances . Nonet hel ess, t he pr esent di scussi on woul d be i ncompl et e wi t hout showi ng, al bei t
cr ypt i cal l y, t he l i nk bet ween I nni s' t heor y of r i gi di t i es and t he l ar ger st r uct ur e.

78 . Leo Pani t ch and ot her s i n The Pol i t i cal Economy of t he Canadi an St at e ( Tor ont o, 1978) er r badl y
i n a) di scussi ng t he Canadi an st at e wi t hout r ef er ence t o t he i mper i al st at e and b) adopt i ng t he
met r opol i t an Mar xi st t heor y of t he st at e as t he t heor et i cal backdr op t o t hei r anal ysi s . The
cont r i but or s di smi ss out of hand an i nst r ument al i st vi ew of t he st at e and yet on concept ual and
empi r i cal gr ounds t he pol i ci es, st r uct ur e and behavi our of t he Canadi an st at e f or r easons gi ven i n
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poi nt s 3, 5, 7, 10, 11, demonst r at e t he r el evance of t he i nst r ument al i st appr oach. Nor do t hey

r econci l e a Mi l l i bandi an vi ew of t he st at e wi t h Canadi an st at i st t r adi t i on .

79 . Bot h R. T. Nayl or s Hi st or y of Canadi an Busi ness, Vol . I and I I ( Tor ont o, 1975) and Wal l ace
Cl ement ' s Cont i nent al Cor por at e Power . Economi c El i t e Li nkages Bet ween Canada and t he
Uni t ed St at es, ( Tor ont o, 1977) document t hi s poi nt concl usi vel y and exhaust i vel y .

80. The monopol y aspect of devel opment has i mpor t ant r ami f i cat i ons f or t he st udy of wor ki ng cl ass
hi st or y i n a doubl e sense : f i r st l y, t he r esour ce pr ol et ar i at , bei ng f or ced t o car r y t he bur den of t he
r i gi di t i es, became t he most cl ass consci ous el ement of t he wor ki ng cl ass movement . Many l abour
hi st or i ans er r oneousl y cont i nue t o r egar d t he ur ban i ndust r i al pr ol et ar i at as i t s l eadi ng el ement .
Secondl y, under r esour ce capi t al i sm, t he i ndi genous t r adi t i on of Canadi an uni oni smhas been a
uni oni smof st r uggl e ar i si ng out of t he obj ect i ve condi t i ons t hat conf r ont ed t he r esour ce,

t r anspor t at i on, and const r uct i on pr ol et ar i at . The ent r y of Amer i can uni ons i nt o Canada
est abl i shed t hei r hegemoni c cont r ol over much of or gani zed l abour , dest r oyi ng t hi s ol der r adi cal
t r adi t i on of uni oni sm and r epl aci ng i t wi t h a cor por at e i deol ogy of busi ness uni oni sm. The
dest r uct i on of t he r adi cal Mi ne Mi l l Uni on by t he St eel wor ker s i s a t el l i ng case i n poi nt . Much of
t he Canadi an Lef t has been compr omi sed on t hi s i ssue because bot h t he soci al democr at i c and
Mar xi st pol i t i cal par t i es have r el i ed on t hese Amer i can' i nt er nat i onal s' f or pol i t i cal and f i nanci al
suppor t .

81 . I n t he t went i et h cent ur y t wo t ypes of cl ass al l i ances r ef l ect Canadi an devel opment at t he nat i onal

l evel : a) 1890 t o 1930 was t he per i od of a nat i onal devel opment st r at egy under t he di r ect i on of t he

commer ci al / f i nanci al el i t e, t he st at e, and Br i t i sh capi t al ; b) 1945 t o t he pr esent has been a per i od

of r enewed dependency under t he same el i t e, or chest r at ed by t he st at e i n al l i ance wi t h Amer i can

capi t al . At t he r egi onal l evel onl y sout h- cent r al Ont ar i o has r eached t he l of t y hei ght s of t he

nat i onal devel opment pl at eau . Si gni f i cant l y, Al ber t a and Quebec have at t empt ed t o acqui r e a new

st at us i n Conf eder at i on but by ver y di f f er ent means . Quebecer s have opt ed f or a nat i onal popul ar

gover nment possi bl y l eadi ng t o i ndependence whi l e Al ber t ans bel i eve t hat a nat i onal

devel opment st r at egy based on al l i ance wi t h Amer i can capi t al of f er s sal vat i on f r om t he

' expl oi t at i ve' pol i ci es of Ot t awa.
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