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"Steel and t~le Community of PO~'7er" i s an in-depth· case s t :J d:,' 

of D dominant Canadian COJ:" i) OHltion , The Steel Company of Canacia LL:lited 

( Ste lco) using class-and-power analysis, focussing on powe r-hol~ ers 

and the context in ,",bich they exercise corporate pouer. Histor ical 

and stee l-indus try context s fOrr,l the bac;(drop for the study , ~oJhich 

cl c.:1 1s ~oJith data on the corporation ' s developm2nt, inter-corporate 

rel at ions and boards of directors since the me r ger of 1910 creat ing 

Ste l co. The corporation was f ound to be a product of h i s toric a l 

forces arising out of mercantile and financi a l ?ursuits of the Canacii?n 

i ndizenou s e li te [lnd developments such as raih12.ys \oJhich are related 

to their tradi lional a:::-eas of dominance. Stelco \oJas found to be 

i;;Jp licateo in a netHork of connections involving dominant Canadian and 

foreisn corporations cmd in the "continentc,lis t " logic of Canadi an-

Ameri can interpenetration for the exploitation of natural resources. 

Stelco's board was found to be an important meeting place for important 

configurations of Canadian indigenous elite power. 
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Chapter 1 - INTRODUCTION 

Three interrelated aspects will comprise the sUbject-matter for 

this intensive case study: Stelco , a domina nt Canadian corporation a nd 

those who run it j power , that which is exercised in order to ensure 

execution of decisions crucial t o the survival and goals of a particular 

organization or set of insti tutions j and " communi ty." Usual l y thought 

of commonsensicall y as meaning a group of people living together , used 

here however , " community" will mean more precisely a nd s i gnificant l y : 

a n entity exhibi t ing the characteristics of commonality , cohesiveness 

and identity. The focus , therefore , is on the configurations of power 

a nd those who have i t, anal ysed from the s t a ndpoint of one orga nization 

loca t ed w~thin the corporate capitalist system of Canada . 

Those Hho create and maintain the community of pOHer through 

common interests , co-operation, and communication form the smal l, eli­

te circl e of tho se at the top of the economi c hierarchy . Their Horld 

ext ends from the corporate board-r ooms and the enclaves of "high finan­

ce" t o the political orga nizations a nd the major bureaucracies of the 

civil service and the academic administrations and back again, in a 

circl e which begins and ends with the corporate viOrld both nationally 

and internationall y, i n a " tangl ed web" of connections . 

Power is both " caused" and causing . The poHer of elite members 

arises , a s C. Wri ght Mills (1 956 : 280) points out, from a set of insti­

tutional arrangements and i n the origin and career of institutional 
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personnel , and l eads to activities which act back on the institutional 

arrangements in such a way that power is maintained and , under the right 

conditions , extended. Economic power is related to the domination of 

institutions by those who control and command resources in their own 

interests; thus economic power exists in the context of class rel ation­

ships t o the system of private property. Power is also " causing" in that 

those who do not participate in the decision-makin.g processes are in the 

position of reacting to the consequence s of actions Hithout possessing 

adequate means of a cting back . 

Mills' approach is basically structural - -elite members are defi~ 

ned in terms of institutional positions ( a nd the structures from Hhich 

these arise ). "The kind of psychological beings they be come is in large 

part deter mined by the val ues they thus experience a nd the institutional 

roles they play. " (: 367) . They are "role- determined and role - determining 

me n. " ( see Gerth and Hill s , 1964). But the corporateelite is not merely 

a social group but a class-cons cious one, Hhose~embers relate to one 

another in t erms of explicit identity of interests fo rmed through pr oxi­

mityand commitment . This Hill be an important underlying assumption 

of Chapter 6 in Hhich Stelco's directors are analysed in t erms of their 

class characteristics. The theoretical ramifications of pOHer and 

pOHer-hol ders must be noted. Clement (1975: 23) identifies three dimen­

sions of pOHer Hhich shoH a vital interplay: the structure of decision­

making ( that is, the Hay P?Her is organized in terms of institutional 

confi gurations ); the positions of pOHer ( that is, those Hho have t he 

capacity to make effective decisions); a nd lastly , the process of 

decision-making ( that is, information channels and people Hho can affect 
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those in power). It must be stressed that to study the corporate elite, 

be it of a n individual corporation such as Stelco, or of a whole society 

or of the entire capi t alist system, requires that all of these dimensions 

and their interrel ationship must be taken into account: the what, who, 

and how of Hhat is involved. 

Although a n " elite" type of framework forms a n importa nt el ement 

in the anal ysis presented in the following chapters , it is not , nor cannot 

be , the only organizing principle. (For a critique of " power elite" 

s t udi es see Balbus , 1971; SHeezy, 1968 ; and Therborn , 1976. ) Harxists 

r i ghtly criticize pOHer elite studies for focusing on t he " subjectivis-

tic" question of " who rules?", subjectivistic in terms of emphasi zing the 

subjects Hho exercise pOHer, t heir so cia l characteristics, and vrays in which 

they exercise po Her , rather tha n on the effects of their a ctions (Domhoff , 

1972: 30 terms it a " sociology of l eadership" approach rather than "deci­

sion-making" approach). Marxists argue for a dyna mic approach Hhich will 

not only look at the actions of powerholders but a l so at the a ctions of 

subordinate classes a cting back on the conditions caused by powerholders ' 

a ctions , and the Hays in Hhich powerholders ' a ctions must be modified t o 

take these into a ccount in their strat egies. Thus , they argue , is the 

dialectic restored. 

Other aspects which must be t aken into account comprise the ele­

ments of what might be t ermed " mul tidimensional" anal ysis , Hhich seeks t o 

anSHer t he question of what the "objective necessities" of corporate con­

duct a nd the " imperatives of the political economy" are in order t o assess 

corporate policie s a nd objectives over which control is exercised . Zei t lin 

(1974: 1091-2) advoca tes raising the following kinds of questions : Hhat 

rel ationships corporations in a n " oligopolistic" economy establish with 
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each other , with the state , with foreign governments , with the Horkers , 

wi th sources of raH materials and markets , and Hhat common problems caused 

by their interaction must be resolved by them. Then , Zeitlin suggests , the 

question may be raised and ansHered as to Hhether those Hho decide on long-

range strategies and determine policies and objectives of corporations are 

" merely members of ' management' '' --or if they are part of a cohesive class 

on Hhose behalf they functio n. 

Zei tlin ( : 1091 ) also points out that a purely " macro" or struc-

tural approach alloHs the researcher to see the pattern of poHer relation-

ships of Hhich a corporation is one element but that only a " case-study" 

approach allOHs assessment of the details of an individual corporation's 

control patterns and inter-corpora te relationships; he therefore argues 

that valid findings can be provided only if the one approach is suppl e-

mented by the other . 

Such an approach is t aken in this study , although it is recog-

nized that due to the quantity a nd complexity of the data, there must be 

some narrowing of focus. Accordingly , such questions as posed by Therborn 

(1976: 6): 

" .. . What kind of society , Hhat fundamental relations 
of production , are being reproduced? By Hhat mecha­
nisms? What role do the · structure and actions and 
nonactions of the state (or of local government) 
play in this process of reproduction , furthering it , 
merel y alloHing it , or opposing i t?" 

become restricted to the analysis of the dynamic interplay of forces 

among pOHerholding groups rather than behreen these and other classes, 

al though their relationship t o the state must remain in order to make 

the analysis more meaningful. 

Just as important to any meaningful anal ysis of a dominant 



corporation, however restricted the focus, is the historical dimension--

in this case, the context of corporate capitalism in Canada , both in its 

present form and as it developed historically, and the pla ce of this one 

dominant corporation, Stelco, within it. That task has been identified 

a s the " problematic" of the thesis, the central organizing question to 

which the a nalysis will r eturn throughout the various chapters. The 

problematic arises due to the peculiar hi storical development of the 

Ca nadia n economy with its trunca ted structure which incorporates sectors 

of foreign and sectors of indigenous Canadian e conomic a ctivity a nd 

control side by side . 

As Clement ( 1975: 99) notes, Canada , long an outpost of British 

mercantilism and then early in its industrial development invaded by 

expanding American industry, ha s an e conomic structure characterized by 

a generally weak indigenous i ndustrial elite but a strong i ndigenous 

fina ncial elite. Foreign control t ends to be greatest in manufacturing 

a nd resource industr i es , and Heakest in t ransport a tion, utilities , trade , 

a nd finance--the areas in which the indigenous Canadi an elite are strong 

and active and into which they moved during Canada's transition from a 

merchant-based to an industrial-:-based economy. 

Naylor (1975a: XVIII) outline s the extent of this phenomenon : 

"Aggregate statistics hide a great d eal of important 
differences. Foreign ownership of assets varies 
considerably between industries. In food and 
beverages, t extiles , and primary iron and steel it 
has run about 20-30% in the post-war period. In 
agricultural implements ... its level is still less 
than the average for manufacturing as a whole. On 
the other hand , in virtually every other ma jor 
industrial ca tegory ... ln chemicals, electrical 
products , and automobiles , the key modern indus­
tries , foreign ownership levels are from 60% to 
90%. Similarly high and rising levels exist in 



mllllng and smelting , pulp and paper , petroleum 
and natural gas ." 

Hence the question which arises in any study concerning the 

Canadian steel industry , a nd particularly Stelco : Hhy is it that i n 

the Canadian industrial sector , dominated as it is by foreign-owned 

corporations , the steel should be the exception? Stelco is 97% 

Canadian-owned ; the situation is much the same for the others of the 
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"Big Three" of the basic steel producers , Dofasco and Algoma (and Dosco , 

as Sidbec-Dosco and as Sysco, is now controlled by provincial govern-

ments ) . It is clear that no in-depth study of Stelco can avoid addres-

sing itself to _this important question. - Although other i ssues will be 

examined , this issue will form the core. 

A brief description of the steel industry in Canada will reveal 

why Stelco has been chosen as the subject for intensive analysis. 

The Canadian primary-steel industry accounts for over $3-billion 

in sal es a year and directly employs over 56, 000 Canadians plus many 

thousands more in iron ore and coal mines which supply it and in steel 

service centres and warehouse s which market or further process the steel. 

in Sault Ste. Marie a nd Hamilton much of the residents ' economi c wellbeing 

depends directly on the giant steel -Horks that dominate those cities , 

supplying employment. The industry is extremely concentrated--Hhile 

eight companies dominate the steel scene in the U.S. and four in Japan , 

only three dominate in Canada ; these, the "Big Three", account for betHeen 

75% a nd '80% of total shipments , sales, and employment . (Toronto Star , 

April 24, 1976) . 

Eric Kierans in his foreword to Naylor ' s (1975) tHo-volume 

history of Canadian business , comments: 



" .... men it is noted that 291 firms (one eighth of 
one per cent of the total ) controlled 58% of the 
assets ($159 billion of $275 billion), produced 
30% of t he goods and services ... and collected 39% 
of total profits in the corporate sector .•. It is 
difficult to escape the conclusion that Canada is 
the exampl e par excellence of corporate concentra­
tion and oligopoly dominance of price and output 
decisions. " (1975a: X) 

Stelco is one such member of that concentrated industrial community : 

the l argest of the "Big Three" , it is also one of Canada ' s 10 l argest 
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industrial corporations, with just over a billion dollars in assets and 

a production a nd sales nehrork that blankets the country. During the 

course of its history, before ivorld War II, it had grown in size and . 

prosperi ty to outrank Dominion Iron and Steel , which had been dominant 

in the first few decades of this century. It is now ann has been fo r 

some time the dominant company in its industry , a price leader, and 

al so acknowledged internationally as a technological leader. A dominant 

Canadian corporation , ·i t is involved in the nehlork of intercorporate 

relations with other Canadian industrial corporations and Canadian · 

financial institutions , and it is a l so a part of the Canadian-American_ 

"continental" context, with ties to important international interests. 

For all of these reasons , Stelco warrants in-depth anslysis. 

The thesis is broken down into chapters which deal with aspects 

of the corporation's development and connections in terms of "compart-
I 

ments" which, however, must be understood as interrelated , and this 

compartmentalization is artificial, intended only for the sake of 

convenient organi za tion of data. Briefly, these may be described as 

"financial", "productive", " social" and "government" aspects . 

Chapter 2 deals with some general theoretical background ..mich 
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pla ce s Stelco within a broad social- structural context a nd then deals 

with issue s r el a ted to substa ntive a nd methodological problems in the 

subject of corporate control vmich are directly r el evant to the Stelco 

ca se. In Chapter J, da ta analysis begins with the creation of Stelco a nd 

its r elationship , past a nd present , to the Ca nadia n financial aligarchy. 

In Chapters 4 a nd 5, various aspects of Stelco's r el a tionship to t he 

Ca nadi a n i ndus t r ial apparatus are anal ysed, in particular how vertical 

a nd hori zontal integration have contributed to Stelco ' s ri s e to domina nce, 

the product "division of l abour" which ha ve creat ed the conditions for 

monopoly by the " Big Three" , and the neh mrk of Canadi a n a nd foreign 

industrial concerns Hhich surround s Stelco. Chapt er 6 deals with 

Stelco ' s executives a nd direct or s in t erms of class a nd car eer pa tterns , 

emphasizing the theme of t he conditions created f or class consciousness 

and cohesion. In Chapter 7, an examina tion i s made of the Hays in Nhich 

steel cor porations organi zed along indus try-association line s a nd indus­

try-government co~mittees co -ordinate approaches t o i nfluence goverlli~ent s. 

Throughout, the emphasis is on Stelco not in i solation but in 

r el evant historical context a nd also is anal ysed over the course of its 

ONn historical time in order to understa nd the r el a tionship be t Neen its 

present position and pa st developments. 



Chapter 2 - THEORETICAL ISSUES IN THE 
ANALYSIS OF CORPORATE CONTROL 

I THE SOCIAL-STRUCTURAL CONTEXT 

9. 

To begin an inquiry into the theoretical issues of rel evance to 

a case study such as this one by enumerating the characteristics of 

advanced capitalist society is a n unnecessary exercise , s ince there is 

a l arge body of literature Hhich deals Hith this topic both in conven-

tional sociol ogy and eco nomics and in Marxist political sociology . 

HOHever , there are certain features of soci al structure and corporate 

behaviour Hhich make necessary a brief description a s background 

important t o the analysis of the behaviour and inter-corporate rel ations 

of one firm in this system. 

There is ahrays the temptation to regard organizations as things 

in themselve s , Hhose broader context may be left out of consideration . 

But Hhen the subject is control of the corporation or the pOHer exercised 

in society by those affiliated Hith corporations a t the top l evel s , the 

temptation must not be yielded to . No serious student of the corpora-

tion accepts uncritically the argument that the corporation l acks poHer 

over some of the major areas in society , or that its actions do not 

profoundly affect the lives of people f ar beyond its place of business. 

The pOHer of the corporation is not a n isolated phenomeno n; t he corpo-

ratio n is after all but a l egal frameHork , a repository and concretiza-

tion of the relationships a nd concerns found Hithin the capitalist 

class as a Hhol e . 

Although there are many other sources , the material used here 

Hill be draHn mainly from Baran a nd SHeezy ' s Monopoly Capital (1966) 
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and Lenin ' s I mperi ali sm (1970 edition), as well as other rel ated sour­

ces of theory and data . 

Essentially , societies in which the transition has been made 

to monopoly capitalism are characteri zed by l arge-scale productive units 

in close alliance with financial institutions , the increasing " sociali­

zation" of the capital-accumulation pro cess for private end s , the el i ­

mination of competition through concentration a nd centralization of 

production accompanied by the attempt to el iminat e uncertainty in 

markets and supply sources through pl anning and price-l eadership , and 

the exaggeration of the contradictions already inherent in capitalism. 

These points will be developed to make more understandable the context 

wi thin l"/hich corporate l eaders operate. 

These developments have their genesis in the l ogic of capita­

lism ' s growth out of preceding hi storical phases. The beginning of 

the modern conditions of monopol y capitalism and i mperialism were 

al ready documented by Lenin in the early- years of this century and pre ­

saged by Marx in the l atter half of the nineteenth. Baran and Swee zy 

(1 966: 225) date t he growth of monopol y capitalism from about 1870, 

the beginning of the trend tOi</3,rdS increasi ng concentration of produc­

tive units and the rapid rise in t he amount of surplus generated . 

The process involves both " concentration" ( the i ncreasing s i ze 

and rapid growth of corporations ) and " centraliza tion" ( the merger of 

many productive units into one). The two processes are complementary 

--the "logic" of capital ism propels these developments forward , a ni " i t 

is economi c control and power which is primarily propelling centraliza­

tion" (Anderson , 1974: 211 ). A f ew l arge units facilitate the exercise 
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of control and ease communication and co -ordina tion problems (vertical 

and horizontal integration are part of this rationale). The goal is 

profit and growth , as in the creation of huge conglomerates in recent 

years , which throw a net over a diverse and wide area of production and 

distribution. 

Corporations are r un by professional managers and their opera­

tions involve extreme speciali zations of function and knowl edge . Cor­

porations are also much more conservative tha n the old-styl e entre­

preneurially controlled firm . Their conservatism stems no t only from 

t he nature of management but al so from the character of their opera­

tions--often capital-intensive , Hith huge amounts of capital tied up 

in relatively i mmovabl e fixed capital goods ; relativel y sophisticated 

production and products requi re long l ead-ti mes behreen stages of design , 

execution, and marketing ; for both reasons , the elimin~tion of uncertain­

ty becomes of paramount importance . Competition and unpredictable consu­

mer tastes minimize opportuni ties for profi t maximi zation ; hence markets 

must be controlled both a t the suppl y end and at the demand end . Cor­

porations have come to devise strategies Imich are intended to " super­

sede" the market . Cr itical sources of supply can be controlled through 

vertical integration. Suppliers of other items of productio n may al so 

be controlled--either by a n asy~etrical rel ationship betHeen a gi ant 

buyer and a small, dependent supplier Hhose survival depends on recei­

ving the giant ' s order ; or by agreements amo ng giants on the basis of 

long-term contracts for sal e a t agreed-to prices often far in advance . 

(Galbraith, 1972: 45). 

Rela tions among gi a nt corporations are " co-respective", as 
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Baran and SHeezy (1966: 50) note--because of the potential for retalia­

tory actio n being so much greater among equals ; but more importantly, 

action is co-respective or co-operative because the stakes are great. 

No giant corporation can survive in a system of interdependence if the 

stability or the survival of the capitalist system in general is threat­

ened either by internal dissension or by external conditions. 

It is also of mutual benefit to capitalists to control prices 

Hithin reasonable limits , so as not to disrupt predictability and 

therefore planning. Price-cutting is for this reason a fro Hned-upon 

tactic in an established market. Price Hars are replaced by " price 

lesdership" --the biggest , or most dominant, firm takes action and the 

others usually folloH. Price l eadership is evident not only by the 

Have of "me-too"-ism Hhich folloHs hard upon a major ' s price increase 

announcement, but also by Hhat happens Hhen the major has made a 

tactical error and others do not folloH suit: if the others " stand 

pat" the firm making the move Hill rescind the price change ( :61). 

Although the firm is run from day-to-day by the " insider", the 

"organization man" Hhose success and fortunes are intimately tied t o 

the corporation ' s , yet it remains true that " success" in the capitalist 

system is measured precisely by those items Hhich are and cannot help 

but be the driving motor of capitalism: profit , accumulation , groHth; 

these motives ultimatel y lead to irrationality of a special type Hhi ch 

Hill be briefly outlined. 

The large , complex capital-intensive and technologically 

advanced corporations just described embody the most extreme forms of 

technological and administrative rationality avail able. This " ration-
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ality", however , must not be confused with any kind of value-judgment 

--firms are " rational" in the sense that they a ttempt to bend means to 

ends in the most efficient way , t o reduce uncertainty , to reduce costs 

and maximize profits . It does not mean that the effects of these efforts 

as their repercussions radiate ouhrards through society are necessarily 

rational --in fact , capitalism is probably the most irrational of sys­

tems. 

The combination of high productivity and price control makes 

corporations enormously profitabl e . ~fuence comes a series of probl ems 

which can be controlled by capitalists only t o a certain point , beyond 

which the process works itself out in one of the enduring and ever-more 

serious contradictions inherent in capitalism--the tendency for surplus 

to rise and for over-production to result in economi c crises . 

Baran and Sweezy ( : 218) note that the tendency of surplus (the 

difference between what is produced and the cost~ of producing it) t o 

rise corresponds roughly iii th the beginning of the monopoly period and 

that the tendency of t he system to generate too much surplus has been 

in existence eight or nine decades. Moreover monopoly, whil e generating 

surplus, does not provide adequate means for absorbing it , despite the 

" sales effort" --vast sums spent on advertising to stimul ate demand , to 

manipulate consumers ' t aste s and to addict peopl e to more " gadgets" and 

to higher and higher l evels of consumption. 

Thus , a t root, the cause ,of the problem which is endemi c t o 

monopoly capitalism is over-investment, because the more the system 

produces the more the surpl us and hence the part of surplus seeking 

new investment. Capital breeds more capital; money which is not put 
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back into circulation cannot generate or attract investment . In times 

of high demand , the economy booms , more surplus is created , and capita­

lists invest in still further productive facilities ; this in turn 

produces still more surplus, and so on and on in a spiral until a cri­

sis of over-production develops and the economy turns down. 

Baran and Sweezy (: 226) argue that with this deepening kind of 

crisis , capitalism would have long ago "gone under" except for hlO vari­

abl es which have acted as a " sop" for surplus--these are: major technolo­

gical innovation, and waY-. Three innovations ( the steam engine , the 

railway , and the automobile ) have had revolutionary impact both on 

society and on the productive system , each development creatin~ an enor­

mous upswing in production as well as ancillary services (and each 

contributing to the capacity for surplus generation) . War production 

and the aftermath of war when worn-out plant needs replacing and ..,hen 

pent-up demand is released , contribute to surplus-absorption. When the 

trend is played out , whitout the intervention of these variables , 

surplus-generation once again races ahead of surplus-absorption, and 

crises develop . 

Invest ment in foreign plants , using cheaper labour , is one 

profitable calculated manoeuvre for placing investment-seeking surplus . 

However , the return flow of interest not only repays the original invest ­

ment many times over but also pours more capital into the parent company , 

thus aggravating the generation-of-surplus problem ( :108) . Monopoly 

capital is , therefore , " self-contradictory"--it cannot absorb as much 

surplus as it generates , and its normal state is that of stagnation 

(: 108). The capitalists ' remedial action is to stimulate demand (or 



pressure governments to do it indirectly through fiscal policies) , but 

since capitalists do not Hant to cut prices that Hould reduce profits , 

effective limits on consumption are soon reached because of the unequal 

distribution to the IOHer classes of the ability to pay. The bro 

contradictions , that of " poverty in Health" and of over-production, 

thus mee t each other head-on. 

As already noted, monopoly capitalism is characteri zed by 

concentration and centralization. As Lenin (1970: ~~-86) noted, the 

transition to monopoly capital is accomplished through the fusion of 

financial capital and industrial concerns, the fusion of entities Hhich 

cornmarrl and d eploy capital with those Hhich produce surplus , thus increas­

ing that avail able for further deployment. Hherea s competition is charac­

teristic of capitalism in its early stages , competition is negated by the 

creation of large-scale units Hhich have developed not as mu ch by advan­

ces made in the mode of production as by the sHallolung-up of smaller , 

formerly competing units . _A parallel process occurred in the financial 

sphere , where .large banks a ccumula ting huge capital resources sHalloHed 

up or subordinated to their sphere of influence s maller ba nking units. 

Just as the joint-stock company draHs from a l arge group of 

small shareholders, so fina ncial institutions ( through savings, insu­

rance and pension plans) are mechanisms by Hhich capital is " sociali­

zed" . Thus financial institutions Hith vast resources at their dis­

posal for investment in private enterprise are matched by the . need of 

the giant monopoly firms for vast amounts of capital , and it is these 

firms Hhich benefit the most from the socialization of the capital­

accumulation process. This point will form an important backgrourrl for 
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the discussion in Chapter 3 of the relationship between Stelco and its 

institutional shareholders and bankers . 

The effects of these developments may be briefly summari zed . 

Everywhere , a s 1I1iliband ( 1973: 13) notes, advanced capitalist societies 

have come to be increasingly dominated in their key industrial, financial 

and commercial sectors by a relativel y smal l number of corporations of 

enormous size , commanding vast resources , and accounting for a dispropor­

tionate share of the total assets in their fields. Merger , which feeds 

the monopolization process , has steadily reduced the number of corpora­

tions still further (Anderson, 1974: 213 ). 

The situation is no different for Canada than for the other 

advanced capitalist countries. Clement ( 1975: Ch.4) finds that the Cana­

dian economy is presently dominated by 113 corporations (down from the 

183 identified by John Porter for the 1948-1950 period , their numbers 

having been reduced through acquisi-tions and mergers ) (: 126). At the end:­

of 1971 , these 113 dominant corporations accounted for between 15% and 

97% of all assets in their sectors . Finance w-as the most highly 

concentrated , dominant firms there accounting for an average of 86% 

of assets , transportation and utilties a n average of 85%, manufacturing 

55%, mining 52%, and retail and wholesale dominant firms 27% ( summari­

zed from Clement : 129 , Table 9). Banking in Canada ia particul arly 

concentrated (in fact , among the most concentrated in the world), with 

the five major chartered banks accounting for 90% of the assets of all 

banks (: 133). Thirteen insurance companies account for 86% of the 

total asset s in their areas ( with the eight Canadian dominant com­

panies accounting for 82%) (: 134). Consumer l oan a nd sales finance 



companies , and trust and mortgage companies are a l so concentra t ed - ­

eight compani e s accounting for 90% and five companies for over 80%, 

respectively , of· all assets (:136-137). 
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In broad outline , the t rend in all advanced capital ist countrie s 

is simil ar : extreme concent ration and centrali zation of control in 

important industrial a nd financial institutions , the widespread exis­

t ence of multinational corporations , and a high degree of interdepen­

dence between sectors of t he economy ( and between countries). There 

is al so disparity between high- a nd low-income groups which is extended 

to the international se t ting in t erms of "have" and " have-not" nations 

a s Health becomes more concentrated in nations propell ed by. the logic _ 

of monopoly capitali sm to extend the ir sphere of opera tions. 

J>10nopoly capitali sm ranges f ar in its search for a nd a ttempts 

t o control raH material sources and f or investment targets for its 

exports of capital Hhich are as import a nt a s exports .of commoditi es 

Here t o the mercantile period. The ne t result of these internationaL 

a ctivities is i mperi ali sm--the subjugatio n of l ess poHerful territories , 

--uneven economi c development, a nd " t he formation of international 

monopolist capitali s t associ a tions which share the world among them­

selves." (Lenin , 1970: 86). Thus the contradictions Hit hin the capi­

talist nation-state between a n ever-increasing capacity to generate 

Health and the relative impoverishment of l arge numbers of peopl e , is 

extended to relations betHeen developed and underdeveloped nations, 

expressed a s the contradiction bet Heen economic and t echnical development 

a nd their r e t ardation , betHeen domina nce and dependence. To a lesser 

degree , the same phenomenon is exhi bi ted beb-reen dominant imperialist 
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nations and l ess powerful developed nations who are themselves subject 

to imperialist strategies which must be t empered to take into account 

areas of indigenous capitalist strength. Such is the ca se of Canada . 

In the fo llowing two sections , hro i mporta nt theoretical issues 

which will be dire~tly addressed in the context of the case of Stelco 

are anal ysed. 

II " I1ANAGERIALISM : THE SEPARATION OF OWNERSHIP FROM CONTROL 

The implications of advanced capitalism as a complicated 

system of rel ations a nd contradictions extend to the question of control . 

With the advent of the joint-stock company , observers as early as Marx 

noted the increasing discrepancy between the public nature of capital 

accumulatio n ( the joint-stock company allowed the pooling of capital 

resources ) and the private ends of the property-system. The capitalist 

was able, through the mechanisms of the stock company and credit , t o 

extend his control to capital and property of others ;at the same time , 

new agents of control, the managers , arose (Miliband , 1973: 28-29 ; 

Zeitlin , 1974 :1114). 

The aspect of the thesis of the separation of ownership from 

control known as " the managerial revol ution" originates with Burnham , 

writing some years after that is considered the seminal study and 

classic statement of the " managerialist" theory , that of Berle and 

Heans , in The Modern Corporation and Private Property (1933). While 

it is true that Berle and Means , unable to unearth evidence to the 

contrary, identified 44% of the l argest U,S, corporations as under 

"management control" (: 94), by " management" they meant: 

" ... that body of me n who , in l aw , have formally 



assumed the duties of exercising domi nation 
over the corporate business and assets ..• 
Universally , under the American system of 
l aw, managers consist of a board of dire c­
tors and the senior officers of the cor­
poration." ( :220 ; emphasis added ). 

Berle and Means are mistakenly credited with asserting that inside 

managers now control corporations. 

In f a ct, the importa nt point of their Hork to Berl e and Means 

lias that shar eholdings were s o di spersed in t he l argest corporations 

( t ermed by them " quasi-public" due to the sheer numbers of investors ) 

that no one perso n or group of shareholders held a ma jority interest 

--and f urther , that the mass of nominal OIIDers had no voice in the 

operation of fi rms . 

In its submission t o the 1975 Royal Commission on Corporate 

Concentration , Stelco f elt compelled to state : 

"In our view , whatever may have been the 
situation in the U. S. A. when Berle a nd 
Means firs t made this criticism is no t a 
valid criticism in Canada i n 1975 and is 
no t supported by empirical evid ence ." 
( :98) 

Such a corporation defends its position by declaring that , in f a ct , 

a n effective " system of checks and bal ances" exi sts among directors , 

shareholders , officers and auditors. The i ssue is an important one 
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a nd contrary to Stelco ' s discla imer , there is evidence no t only in the 

U. S.A . but al so in Canada (and probabl y in most advanced industrial 

societies ) that indica t e s not only the l a ck of a voice in corporate 

aff airs experi enced by the numerous small shareholders but also the 

potential of the few l arge ones . Such evidence Hill be presented in 

Chapter 3 a s it applies to the relationship between Stelco a nd its 



shareholders , big and small, and t he relationship between Stelco 's 

executives and outside directors on its board . 

Despite the questionable interpretation of data which Berle 
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and Means applied to their work , they did not fail to note the compl e­

mentary nature of the " centripetal action" of concentra tion and the 

" centrifugal a ction" of ownership diffusion (: 18), a nd that " freque n­

tly" ownership was so diffused that "worki ng control can be maintained 

wi th but a minority interest." (:4). A l arge portion of their anal ysis 

was devoted to the implications of other methods through which a smal l 

g£oup of peopl e could control the corporation . One category of control 

me thods was the "legal device", such as pyramiding (: 73) , or the i ssue 

of non-voting stock which rearranged sto ck rights in such a way as to 

di senfranchise some shareholders and transfer excessive voting pOHer t o 

others (: 76). A variant possibly of more importance and l egitimacy 

today is tha t of the "voting trust", whi ch gives t he trustees of others ' 

stock rights to control votes without a ctual ownership (: 77 ). Mino­

rity control , which shades into "management control" (their definition), 

depends on t he potential control group ' s ability to a ttra ct proxies 

which can be voted in its own interests , and may al so involve joint 

control when strong minority interests must take one ano ther into 

account (: 80-89). The other category of methods which they passed over 

rather qu i ckly was that of " extra-legal" devices such as pressure from 

bondholders' committees (: 90) and the advantages of " insider" infor­

matio n accruing to directors and bankers . Some of these points will 

be explored in the section on financial control. 

Such situations a s described above were made possible precisely 
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because of the dispersion of the majority of the shares , but Berle 

and Means unfortunately did not bring these implications to bear when 

they interpreted their data , and much that is ideologically appealing 

has arisen from misuses of their data a nd conclusions , particularly 

for those who do not wish to acknowledge the power of corporations 

and the capitalist class . 

The "managerial revolution" thesis comes in tw-o parts , which , 

it will be shown , have a connection in logic that is not made in 

empirical reality: first , that ( stock) ownership has been separated 

from control of the corporation as capitali zation and dispersal have 

increased the number of shareholders ; and second , that this separation 

has resulted in the creation of ",hat Berle a nd Heans ( :2) called new 

"princes of industry", the managers , who, effecti vely insulated from 

the influence of nominal owners , are free to pursue corporate goals 

which may be in conflict with those of the shareholders. This 

development , to appropri ate the title of another _ Hork by Berle, may 

be termed the phenomenon of " power without property". It a lso , for 

Berle and Means , spelled the beginning of the end of the traditional 

property-system a nd _the economic incentive potential of profits , since 

those who contributed capital had no opportunity to run the enterprise , 

and those who ran it had no substantial ownership interests (: 344). 

The theory provides a convenient way out of a critique of 

capitalism fo r theorists such as Galbraith ( 1972) (his focus is on 

" the industrial system"), since the decline of the old-style entre­

preneur and of the tycoon leave a n apparent vacuum in which it is 

plausibl e to posit the rise of a new class , consisting of profes-
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sional managers and other experts whose claim to power is no t capital 

(which, being plentiful , appears to be in eclipse ) but the scarce and 

increasingly necessary " new" factor of production , knowledge . 

No one person or group in Galbraith ' s scheme of things make s 

decisions--rather , the decision-makirig process is diffused through-

out the corporation and is lodged within the " technostructure" 

( those luth specialized knowl edge such as engineers , scientists , 

designers , and sales executives ) (: 157) , and involves a "l arge number 

of individuals of widely varying rank and position." ( :160). In 

fact, many have access to, or " the illusion of access" to power 

( :160 ) . Galbraith does not distinguish between the subjective f eeling 

of power and the objective conditions for the exercise of roal power. 

The stockholders are without power and directors are " the passive 

instrument of the management" (: 154) --decisions emerge from below and 

those at the top only ratify them (: 83). Group decision-making characte-

rizes the modern corporation due to its size and operational complexity ; 

the decision-making entity 

" . .. replaces the entrepreneur , as the directing 
force of the ent erprise , with management. This 
is a collective and imperfectly defined entity ; 
in the l arge corporation it embraces chairman , 
president, those vice presidents with important 
staff or departmental responsibility ... 
perhaps division or department heads. It 
includes, however , only a small proportion of 
those who , as participants , contribute infor­
mation to group decisions . .. all who bring 
specialized knowledge , talent or experience ... 
the guiding intelligence--the brain of t he 
enterprise ." (: 84). 

An ideology of such an amorphous " brain" as t he " technostructure" can , 

undoubtedly, have enormous appeal for those who would like to avoid the 
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question of the locus of power--i t is everywhere and nowhere1 . 

It is l ess clear why the Marxist economists , Baran and Swee zy 

(1966) , should fall into the trap of positing a " managerial revolution" : 

"Mamagement is a self-perpetuating group . 
Responsibility to the body of stockholders 
is for all practical purposes a dead l etter . 
Ea ch generation of managers r ecruits its 
own successors and trains , grooms, and 
promotes them a ccording to i t s ONn standards 
and values. " ( : 16) 

"Real povrer ," they assert , " is held by the insiders" ( :16). HONever , 

they do recognize , unlike Galbraith, that management is not a " neutral 

technocracy" or a " separate , independent or ' neutral' social class" 

( : 34) . Although they believe management is not subject to stock-

holder contr ol (generally speaking ) , they do not make the error of 

extra polating from this to concluding that "managements in general a re 

di vorced from ovmership in general" ( : 34). They note that "managers 

are among the biggest o ~mers" ( : 34) and therefore " constitute ... the 

l eading echelon of the frorerty-oNning class. " ( :35) . HONever , they 

do not place suffici ent empha sis on the cohesive force of class in 

capitalism, or on the co-optation of managers of middl e-cl ass origin, 

but rather seem to rely on al most a " functionalist" expl anation for 

their identity of interests Nith the owning class--the ends of the 

corporate orga nization are functional to the "organi zation man" Nho 

finds his r a i son d'etre in it be cause he r eali zes his ONn goals ( to 

ascend the managerial ladder) through his corporation ( to advance the 

status of his company) ( :38) . While this ha s some validity , it does not 

go far enough , as evident in their misuse of the folloHing quotation 

from C. Wright Mills (1956) : 



" Not great fortunes , but great corporations 
are the important units of Heal th , to Hhich 
individual s of property are variousl y attached. 
The corporation is the source of , and the basis 
of the continued pOHer a nd privi lege of Heal t h. 
All the men and the f amilies of great Health are 
nOH identified luth l arge corporations in Hhich 
their property is seated ." (Mills : 116) (cited 
in Baran and SHeezy : 17). 

As corporate capitalism ha s insti tutionali zed Health , it is 

quite true that Health, f amil y connections or fami l y s tockholdings 

are "unimportant" outs ide the context of capitalist class interests 
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embodied in corporations except a s " tickets of admission to the inside , 

Hhere real corporate pOHer is Hielded" ( :17). It does not folloH that 

" the loca tion of poHer i nside rather than outside the typical giant 

corporation renders obsolete the conception of the interest group as 

a fundamental unit in the structure of capitalist society ." (: 17). It 

may be sai d that -the interest group , like class interest , transcends 

particularistic corporate interests--not that it is rendered superfluous . 

This point is , in many respects , the crux of the debate over the so- -

cal l ed managerial revolution , because i t misunderstands the nature of 

the phenomenon of the " separation" of ormership from control, a nd the 

neH r el ationship establi shed betHeen those Hithin the corporation Hith 

borroHed pOHer and those outside i t Hho are linked in mutual interes t 

and possessing pOHer . 

Mills , in The POHer Elite (1956), recognizing the qualitative 

break represented by the transition to corporate capitalism from the 

earlier_ entrepreneurial or famil y capi talism , is not led into the 

" managerial revol ution" trap . He recognizes t ha t t he chief executives 

of the corporati ons and t he " very rich" are not tHO distinct or segre-
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gated groups , but are both "very much mixed up in the corporate world of 

property and privil ege"; the r eason being that the corporations are " the 

organi zed cent ers of the private pr operty system : the chief executives 

are the organi zers of tha t system. " Advanced capitalism ha s created 

them, out of the logi c of its development into a complica ted system 

wherein property is transformed " i nto an el aborate i nstrument " ( :119) . 

An instrument of tmat? No l ess than the enhancement and perpetuation 

of the same capitalist system, with the same ultimate ends. 

Mills points out that "managers" (t ha t is, executives--and he 

does not confuse them with l esser functionaries) are O1mers--in 1952 , 

a disproportionate amount of shareholding was a ttributed to executives 

and professionals (45% and 26% r espectively), contrasted with 0. 2% of 

unskill ed Horkers or 4.4% of for emen and skill ed Horkers , in a period 

when l ess tha n 7% of the population owned stock ( 1956: 121). (An up­

to-date indication of what proportion of the population hold shares is 

provided by Anderson for the U.S.--1% of the population holds a l most 

four-fifths of corpora te stock ( 1974: 202), and in Canada in 1968, the 

top 1% of all income- earners held 42% of all shares (Clement, 1975:19). 

It is clear that executives are not ma jor stockholders , but it is ai so 

clear that " ma nagers " are not separated from ownership , or their 

interests different from that of the Healthy Hhose origins are in pro­

perty of long standing . (As Miliband puts it, although increasingly , 

a t the head of corporations are found managers and executives who tlere 

not born into the ranks of the most wealthy but are there by appoint­

ment and " co-option" , part of a n irreversible trend towards the " so-
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cial" oHnership of the means of production, so , conversely, it is untrue 

t ha t "managers are moved by considera tions other than those of oHners" 

(1973: 30). "Ma,nageriali sm" claims erroneously, that since corpora..., 

tions are generally run by "hired" executives2 , their motives and 

impul ses are " necessarily better , l ess ' selfish, ' more socially res­

ponsible , more closely concerned with the ' publi c interest ' than old­

styl e OHner capitalism" (: 30). (1 t is a n image Hhich most corpora.., .. 

tions fondly hope Hill become their accepted image--the " soulful 

corporation", or as Stel co puts it, the " good corporate citizen".) 

But as Zeitlin ( :1097) concludes ( from the few studies that have been 

conducted on managerial behaviour), " managers" are just as prone t o 

profit-maximizing behaviour as ent repreneurs --and the reaso n is that 

the " profit motive" is not a psychological state but a social condi­

tion arising from the l ogic of capitalism itself. Those Hho accept 

it ( Hho "play by the rules of the game ) stay in the game ; those Hho do 

not are soon unseated . 

This rather l engthy preambl e now makes the impact of Mills ' 

positing of a "managerial re -organization" rather than a "managerial 

revolution" of crucial importance . Just as corporations are no t "a 

set of spl endidly i sol ated giants" (: 122) but are knit together by 

trade associ a tions , government advisory committees , and inter-

locking directorship~ , as well as by the centralizing effects of 

el e ctroni c communication and information-control (or access ), so 

" managers are not separated from ownership , or their interests different 

fro m that of the propertied rich. It is a complex situation: 



"Sixty glittering, clannish families do not 
run the American economy , nor ha s there 
occurred any silent revolution of managers 
who have expropriated the pOHers and pri­
vileges of such families. " (: 147) 

The answer is, rather , someHhere between : 

" the reorganization of the propertied class 
.. . into a new corporate world of privilege 
and preroga ti ve ... [the means by Hhi ch] the 
narrOH indus trial and profit interests of 
specific firms and industries and families 
have been transl ated into the broader eco­
nomic and political interests of a genui­
nely class type. " (: 147; emphasis added ). 
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That is, a " class-for-itself" in the Marxian sense, fully self-

conscious of its interests and identity as a unified Hhole . 

Although Baran and Sweezy do not go as f ar a s Galbraith, they 

share a common assumption regarding the financial independence of the 

corporate "insiders" a nd of the corporation ' s ability to be self-

financing. It is this assumption Hhich shores up the managerial 

thesis. Both regard the over-abundant supply of capital as unproble-

matical; a company is self-financing , under normal corxiitions , via 

its high rate of internal savings (retained earnings after dividerxis 

have been distributed out of profits , commonly called "plough-back" ). 

Thus , Galbraith believes: 

"It Hill nOH be clear what accords poHer to 
a factor of production or to those Hho own 
or control it. Power goes to the factor 
Hhich is hardest to obtain or hardest to 
repl ace .•. " (: 70) "Given a competent busi­
ness organization , capital is now ordina­
rily avail able. But the mere possessio n 
of capital is now no guarantee that the 
requisite talent can be obtained and 
organized ... one should expect ... to find 



a new shift of power in the industrial enter­
prise , this one from capital to organized 
intelligence ... the loss of power by stock­
holders ... the dwindling social magnetism of 
the banker ... the increasingl y energeti c 
search for industrial tal ent , the nerr presti­
ge of education and educators--all attest the 
point." (: 71 ) 

Although Baran and Sweezy would be unlikel y to confuse the 

power of knowledge with the power of control , they nevertheless 

conclude that the "relevant line-ups" of control are determined " no t 

by ties to outside control centers but by the rational calculations 

of inside managements. " (: 20), and one of the chief characteristics 

of the typical modern corporation is that 

"Each corporation aims at and normally achieves 
financial independence through the internal 
generation of funds which remain at the dis­
posal of management. The corporation may 
still, as a matter of pol icy, borrow from 
or through financial institutions , but it 
is not normall y forced to do so and hence is 
able to avoid the kind of subjection to 
financial control which Has so common . .• 
fifty years ago ." (: 16) 
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The argument regarding how financially independent corporations 

are will be reserved for a section following , but it is necessary a t 

this point to examine some of the flaws in the managerialist position, 

as well as the "rays in which the phenomenon of the " separation" of 

ownership from control appears to have been misinterpreted . 

As Anderson ( 1974: 201 ) points out , the separation of ownership 

from control is , in certain respects , an illusion. As the figures 

above indicate , shareholding has not seen the evolution of "people's 
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capital ism" because the distribution of shareholding in t he population 

is , and probably will remain , quite skewed , with a small fra ction of 

the people holding a rel a tively l arge fra ction of sha r es ; moreover , 

even among the shareholding public , there are vast differences in 

holdi ngs . But the criticism of the entire argument doe s not end there . 

First , the wide dispersal of shares do es not mean tha t no one contr ols 

through shareholding, but only that the great er the dispersion, the 

smaller the percentage required by a few l arge shareholders in order 

to exercise control (even Berle a nd Means recogni zed the importance 

of minority control). Thus , the di spersion of shareholdings does not 

mean that some owners do not control ; neither does it necessarily 

f ollow that if shareholders in general have no power , it ha s passed 

automatically and unequivocally , a s Galbraith claims, to the " tehcno­

structure ," or as Baran and Sweezy believe , to i nside management as a 

separate entity. 

This l atter point needs emphasizing because it addressed wha t 

both of these Horks , a s Hell as most Hork on ma nagerialis m, seem to 

have missed . The Hhol e point of capitalism, its enti re l ogic , is not 

based on the notion of management as a separate entity, any more than 

it is based on the notion of individual corporations as separate entities . 

Just as not all shareholders are small a nd pOHerl ess , so some directors 

may not be a s pOHerful as others, or all "managers" ( insiders, or 

executives ) a s propertyless as others. Anderson I S revieH of the 

literature (: 202-203) reveals that there is a great d eal of overlap-

ping betHeen dire ctor s a nd managers on the one ha nd , and major stock-
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holders and directors on the other in terms of their ownership " stake" 

in the corporate system , as well as in their controlling stake . There 

is a fusion of interests and potential power amo ng these persdhel, no t 

a separation. The board of directors is merely the formal organ }mich 

brings them together ; it , like the corporate organization structure , is 

the bureaucratic form in whi ch the content of advanced capitalism is 

housed . And Hills ' point may be reiterated here : the devel opment of 

corporate capitalism does no t, as Baran and Sl{eezy assert, mean the 

" interest group", the " financial group" or the " family sphere of in­

fluence " is superfluous , but that these transcend the narrow interests 

of t he corporation in the interests of the whol e , of which they are all 

a part. The corporation is a convenient and necessary form for t he 

operation of advanced capitalism, but it is not the only one . 

1. Methodol ogical Problems in the Question of Control 

Although the recent work of Burch ( 1972) is a n attempt to sort 

out previous managerialist research and to re-examine the questio n of 

corporate control using more realistic criteria , it too concl udes that 

a smaller , though still substantial, proportion of l arge corporations 

are management controlled-of the 450 firms examined , 41% (versus 42% 

famil y-controlled ) (: 102). His criteria for classifying corporations as 

probably f amily-controlled (rather than management-controll ed) were that 

a t l east 4-5% of the voting stock be held by a family , group of families , 

or affluent individual, according to common business sources , and that 

representatio n could be found on the board over a n extended period 

of time by members of such a family or its cl ose allies (: 30). If these 
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cri t eria could not be met but other evidence vras suggestive, he classified 

a corJX)ration a s "possibly" f amil y-controlled , and vras content to rel egate 

t he balance to the category of " management-controlled ." Two problems 

whi ch are common to all of the manageri alist studies arise in t he Burch 

analysis . One is a methodol ogical i ssue , t he other a substantive one . 

First, a s Zeitlin recognizes , enormous probl ems ari se in attempt-

ing this sort of research due td~ack of reliable sources of information. 

Busi ness publications are the usual research resources , and much of their 

information comes f rom corporations themsel ves . Very little, even in the 

U.S., needs to be disclosed by l aw t o the public or to government agencies. 

Even special government committee investigations do not reveal everything , 

and in Canada , they reveal even l ess than in the. U. S. Thus,as Zeitlin 

sadly observes , we have no i ndependent criteria for our measurement of 

control but must rel y upon " a ",hole variety of hints , clues , and solid 

information" ( : 1089). 

Related to this is the fact that t he subject is complex and 

researchers usually start a t the Hrong end of the probl em , that is, Hith 

a more or l ess arbitrary definition of Hhat Hould constitute " control" and 

then pro ceed to rake through existing data to categorize corporations 

using this rule-of-thumb. The definition mayor may not be valid - - it 

cannot be established in any simple Hay , and the interpretation of the 

data hinges on considerations not found in the data themselves , for a s 

Zeitlin points out: 

" a specific minority percentage of olmership in i tself 
can tell us little about the JX)tential for control that 
it represents. We can discover this only by a case 



study of the pattern of ownership within the given 
corporation. HOHever , it also means that confining 
our attention to a single corporation may , in fac t, 
limit our ability to see the pattern of poHer rela­
tionships of Hhich this corporation is merely one 
element ; and it may restrict our understanding of 
the potenti a l for control represented by a specific 
bloc of shares i n a particular corporation •.• 
capacity for control (by a n individual or group) 
increases correspondingly, depending upon hOH 
many other l arge corporations (including banks 
and other financial institutions) in which it has 
a dominant , if no t control11ng , position. The 
very same quantitative proportion of stock may 
have a qualitatively different significance , 
depending on the system of intercorporate relation­
ships in Hhi ch the corporation is implicated ." 
(: 1091) 

This l engthy quotation is included to highlight hiO important 

points Hhich the managerial ist researchers have missed: that t he 

conceptualization of control has significance for hOH the research 

proceeds , and that the corporation does not stand in " spl endid iso-

l ation" but is "implicated" in a nehTork. _ Accordingly, _Zei tlin has 
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recommended Hhat may be termed a "multidimensional" or " mul tivariate" -

approach to research : using a varie t y of interrel ated yet independent 

indicators (: 1090) and studying the concrete situation of the cor-

poration, and its intercorporate relations. He realizes that the con-

cept of control, like pOHer, is "relative and rel ational" (: 1090). 

Control is a sli ppery concept--it finds i ts expression in probabilities 

of control being exercised: 

" Hhen the concrete structure of ownership and of 
inter-corporate relationships make s it probable 
that an identifiable group of propri etary 
i nterests will be abl e to realize their cor­
porate objectives over time , despite resistance , 
t hen He may say that)they have ' control' of the 
corporation." ~: 1091 
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To eati mate that probability , one must know who the rivals or potential 

rivals for control are , a nd what assets thay could bring to a struggle . 

( :1091) 

Second, and of great theoretical importance , is the reminder 

that corporations work within the necessities of a particular type 

of political economy which has its basi s in a particul a r type of 

institution--that of private proprety, out of which has crystallized a 

class system based on the institution of the family. But it is also 

a system which extends the family to groups of families and others 

who have been drawn into it through a n identity of interests , and 

extends the corporation to other related institutions which have their 

origin in private property , namely the financial institutions. Burch 

make s the unfortunate mistake of dichotomizing--corporations are 

either family-controlled (" probabl y" or " possibly", depending on the 

s trength of the evidence ) or managerially-controlled. Except for one 

footnote giving TWA as a n example of a corporation under financial 

control , he does not develop the possible ramifications of financial 

i nsti t utions f or "management" controlled companies. For example , he 

does no t raise the question of whether , due to a vacuum in the inter­

weaving of related f amil y interests , "management" controlled companies 

may be more prone t o financial control since no one " inside" interest 

group has enough power to prevent it, or conversely , if the category 

"management" is real ly hiding the dominance of one or several interest­

groups , financial or other wise. He does not even examine the role of 

finance capital ( r egardless of whether it represents separate or 
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converging interests , a point of debate in itself). He merely uses t he 

categories as Berle and Means and others used them without attempting 

further explication. The most serious criticism of Burch (and of the 

others as well) is that their categories seem t o exis t in a vacuum--

famil ies and management are not tied together , but appear to float 

freely in a pre-monopoly capitalist era . Indeed, " the system" as 

such appears not to exist, nor does anyone appear to Hork towards its 

l ess particul aristi c goal s . 

III FINANCIAL CONTROL OR CORPORATE INDEPENDENCE? 

The issue of the relationship between financial institutions 

and industrial corporations is one of importance to the case of Stelco 

and is a n "issue" due to a number of debates which have arisen and which 

will be discussed in detail here as the background to anal ysis of data 

in Chapter -3 which deals in particular with the increasingly importance 

of institutional shareholding ,- the extent of interlocking betHeen 

financial institutions and the corporation, and the significance of 

Stelco ' s high l evel of indebtedness in recent years . 

Much of the debate centres around the implications for cor-

porate capitalism of the fusion between finance capital and industrial 

capital. Originally, merchants ' capital derived from purely mercantile 

activities involving a go-between rel ationship in the distribution of 

trade and existed purely in the sphere of circulation rather than 

production. As Clement (1975: 34) points out , 

"In Canada , the transition from merchant capital t o 
financial capital will become apparent in the 
movement from mercantil e-based fishing and fur 
trading to investment houses, banks and insurance 
companies. " 
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Preferring stable long-term investment characteristic of t heir type of 

a ctivities, the Canadian mercantile elites first moved into canal and 

rail way building , and not directly into industrial activities . 

"Industriali sm", on t he other hand , involved "direct and long- term 

investment in the means of production" (: )4), transforming resources 

by harnessing_ others i l abour-power. Thus , when fina ncial capital 

becomes linked to the process of industrialization,it comes to operate 

i n the sphere of production a s well as of circulation , and become s 

" f i nance capital" --the fusion of financial and industrial capital a s . 

corporate capi talism. The rol e of finance capital in creating monopoly 

capital appears to be a n important one and ha s implications for the 

close rel ationship between the hm . 

That t he "financial oligarchy, " a tight , interlocked inner 

circle of bankers , investment houses , trust and i nsurance companies , 

is at _the heart of monopoly capitalism and is its dominating and 

directing force is the argument presented by such ideologically di- -

vergent writers as Lenin ( 1970) and Brandeis (1 914) in the early part 

of t his century. It is an argument which has been brought up to da te 

by Fitch and Oppenhei mer ( 1970) for the U. S. and Park and Park ( 1973 ) 

for Canada3 , It is a l so a view which is attacked by Sweezy (1 971 ) 

and by O'Connor (1972) as doing violence both to the original Marxist 

conception of t he process of accumul ation, and a l so t o the model of 

corporate behaviour consistent with advanced capitalism. 

Bracketing the question of Hhether financial control represents 

a "resurgence,,4 or a n unbroken continuum (a question requiring mo re 

extensive hi storical a nalysis), the argument for financi al control, 
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and its counterattack , arises from certain assumptions about the nature 

of the corporation a nd the ro l e of financial institutions in monopoly 

capitalism, and its logic must be examined in detail. A number of 

questions may be rai sed which will aid in sorting out the complexity 

of the argument , and the answers may be weighed for their validity 

both on logical grounds a nd on empirical grounds. The detail of the 

l a tter, a s presented by Fitch and Oppenheimer and re-examined for the 

case of Stelco , will be reserved for the chapter follmung . But first, 

the question of logi cal consistency must be explored . It will be 

concluded that , at l east on one l evel, the model of a financial nexus 

is one which is generally co ns i s t ent with the development of monopoly 

capitalism, although t he f a ct of a ctual control of corporations 

(implying a n asymmetry r ather than convergence of power ) must be 

val idated for specific corporations in specific hi s torical periods or 

a t particular junctures i n their history . This proviso sounds a 

cautionary note , for reasons which will become evident. 

The dis cussion may be framed by the following questions: 

1. What is t he important issue in the financial control debate , 
and how have the various sources (past and present) con­
tributed to our understanding of the relationship betHeen 
industrial and financial corporations? 

2. Wha t is the r ole of financial institutions in the pro­
cesse s of accumulation a nd mobilization of capital? 

3. How can financial institutions control corporations , 
and for Hhat purposes? 

4. If fi nancial control is exerted , Hhat effects does this 
have on corpora tions a nd Hhat i ndica tors may be used a s 
evidence for t hese consequences? Related to this-



5. Under wha t conditions do financial institutions make 
actual their potential for control, and how do e s this 
relate t o the developmemt of corporate capital ism a s 
a n evolutionary (or maturing) process? 

6. Is the argument a valid one , and wha t critici sms have 
been brought t o bear on i t which affect its validity? 

If the second el ement in the managerialist argument of Baran 

and Sweezy (1 966) is correct--that industri al corporations are the 
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important unit of anal ysis in monopoly capitalism and that due to their 

great capacity to generate surplus their high degree of retained 

earnings makes them independent of financial institutions and other 

outsiders--the question arises as to what forces are at work unifying 

the capitalist cl ass . Baran and Sweezy ' s position implies that corpo-

rations are isolated profit-maximizing units Hhich hOh~ver much they 

co-operate with other units i n pl anning of markets and prices , are not 

really joined together into one structure of capitalism by a ny over-

arching element except incidentally. If capi talism is a s hemogenic in 

its actions and influence a s it is purported t o be, such a position 

accords to the individual corporations an omnipotence and omniscience 

truly marvellous. It al so impl ies there is no one element of capita-

list activity in a position t o unify , either through a common purpose 

more speci f ic than the general interests of capitali sm, or through 

actio ns which create a network of interconnected rel ations . Such a 

rol e could be performed by financial capitalists , since their interests, 

whil e arising f r om their lo cation within specific financial institutions , 

encompass the who l e of capitalist activity in the generation of surplus , 

its accumul ation and centralization, and its re-deployment into the 
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productive system. 

Lenin ( :Ch. 2-3 ) describes the pr ocess wher eby the older form 

of capitali sm, competitive entrepreneurial capitalism, become s trans-

formed into monopoly capitali sm. At the heart of the process is the 

r ole played by the fina ncial ins titutions , in particular the banks. 

While to a certain extent, the growth of banks a nd industry are parallel 

processes, t he banks growing t hrough t he collection of revenues deposited 

by the capitalist cla ss, it is concentration Hhich thr ows them into a 

symbiotic r el a tionship: 

"As banking develops and becomes concent rat ed in a small 
number of est abli shments, t he banks grow f r om modest 
middl emen into poHerful monopolie s having at their 
COTIunand a l most the whole of the money capital of all 
the capitali s ts a nd small bus inessmen a nd al so the 
l arger part of the means of production a nd sources 
of r a H mat erials •.. This trans formation of numerous 
mod est middl emen i nto a handful of monopolis ts is 
one of the fundamental processes in the groY~h of 
capitalism into capitalist imperialism . . • " ( :30) 

Hence t he operations of capitalis t monopolies " inevitably l ead to the 

domination of a fi nancial oligarchy" ( :46) , since the ownership of 

capital has become separ a t ed from its applica tion to production a nd 

is in the ha nds of the fina ncier or " rentier Hho live s entirely on 

income obta ined from money capital" ( :58) . Productive units are 

dependent on the financial institutions for expansion and further 

concentration, and since the system has been made highly productive, 

this l eads to a crisis of surplus capital which must be exported to 

find more profitable investment under the auspices of financial 

institutions ( :60-61 ) . 



Brandeis , a liberal who decri ed the effects of the " mo ney 

trust" on competition and industrial efficiency , pointed out in the 
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early part of t his century that "Industrial trusts feed the money trust ." 

( :152) He too noted their symbioti c relationship--i ndustrial concerns 

becoming so big t hat independent bankers cannot fil l their capital needs 

and so they must rely on banking syndicates ( :5), a nd t he big i nvest­

ment bankers such as J. p . Morgan and Co. becoming more Healthy and 

more powerful through their r ole in creating l arger industrial combina ___ 

tions such as t he U.S. Steel trust ( Hhich incidentally netted them a 

share in its equity as a fee, thus giving a financial group an 

industrial foothold ) ( :141 ) . Brandeis argued that investment bankers , 

a t the heart of the f inancial oligarchy , helped create i ndustrial 

concentration, and through it more financial concentration, because 

l arge corporate security issues were either for the purpose of effecting 

combinations or consequent on them , (: 163) and such large issues needed 

the expertise and connections (and co-operation) of the most influential 

bankers a nd their allies . 

Thus , he as well as Leni n noted that t he investment banker ha s 

moved from being .a mere middl eman to a position Hherein "bankers 

bestride as masters America's business world" ( :4). Unfortunately, 

Brandeis did not trace this phenomenon to its roots in the develop­

ment of capitalism, but he did note that the key to t he poHer of t he 

investment banker lies not in his personal fo rtune (which may be l arge ) 

but in its combination in and with other financial institution , ( :4) 

and in the role of these ins titutions as "midwife" and "undertaker ," --
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a t both ends of the process: orchestrating mergers , controlling capital 

supply, handling l arge securities issues and finally , in times of 

corporate crisis, acting as reorganization managers (:10). 

How has the financial capitalist corne to take the l ead? There 

appear to be two reasons , not unrelated: first , the capital accumu­

lation process itself, and second, the historical position of those 

connected with fi nance during the emergence of corporate capitali sm. 

In Canada , as was already mentioned , the economic elite based in 

mercantili sm had already establi shed banking and other fina ncial 

institutions a nd had promoted transportation developments Hhich provided 

necessary infrastructure for their operations. The merger movement i n 

Canada, occurring somewhat later (and simultaneously Hith that occurring 

in the U.S.), was undertaken by financial capitalists Hho had already 

been dominant for some time, unlike the U.S. financial forces (Clement: 

95). Clement (: 74-75) in examining historical anal yses from many sources , 

argues that industrial development advanced under the indigenous 

financial ruling class. This group formed a tight elite circl e ; they 

Here extremely conservative , supporting only ventures beneficial to 

their oym interests . In such a climate of financial domination , indepen­

dent entrepreneurs l acked both capital-poHer and access to markets ; they 

were engaged in high-risk activities in sharp competition Hith many 

other small entrepreneurial concerns. It Has the entrenched financial 

elite and the encroaching U.S. branch-plant movement during t he period 

of the National Policy Hhich Here the two social forces responsible for 
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the shift from entrepreneurial to corporate capitali sm. Following t he 

National Policy, especially during the 1909- 1912 period the fi nancial 

elite a ccel erated the process of consol idating these small entiti es 

into l arge industrial combinations . Canada Cement , Dominion Steel Cor p. , 

and Stel co Here but three such creations of the merger movement during 

that period. 

Basically, the rol e of the financial ins titutions in corporate 

capitalism r el a t e s to the accel eration in growth of firms--firms 

create a need for capital Hhich outstrips their ability t o generate it 

internally through retention of surplus . Financial institutions have 

for quite some time been pOHerful and effici ent in the a ccumul ation 

of "o t her people's money" --in the form of short- term corporate deposits 

of lfOrking capital, personal savi ngs , insurance and pension-fund premiums , 

interest on l oans a nd other securities, and trust funds--and these have 

been amal gamated with the fortune s a ccumulated over time Hhich fo rmed the 

basis for the founding of these i nsti tutions . 

In fact , as Fitch a nd Oppenheimer point out, "as a rule the very 

great American fortunes- -those that have l asted more than a generation- ­

are those that wedded industrial capital to financial capi tal or vice 

versa ." (1: 95), for example, the Rockefeller and Mellon fortunes 

respecti vely; and further, the mechanism of the ba nk trust department ha s 

ensured that these fortune s have no t become fragmented estates but have 

increased qualita tively as Hell as quantitatively by being merged Hith 

other trust assets under institutional control . In a rebuttal to SHee zy 
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(1971 ) , Robert Fitch ( 1972a) notes the difference in treatment banks 

accord to pension fund assets of workers versus those of the very rich . 

According to a Securities and Exchange Commi ssion survey , banks have 

sole investment authority over 88 .8% of pension fund assets but only 

over 22% of personal trust assets ( :117) . This comment becomes signi-

ficant Hhen taken together Hith a question raised by Zeitlin ( 1974) as 

to Hho controls the banks . Although there is no definitive answer , it 

is imT)ortant to note, as he does , that both the property-system a ni 

class are roo t ed in the kinship- uni t ( :1102) and that 

"these families ' interests transcend the banks and 
corporations in Hhich they have principal or 
controlling interests ; a nd the banks may merel y 
be units in , and instrumentalities of , the whole 
system of propertied interests controlled by these 
major capitalist families ." ( :1102 emphasis added ) 

The other great source for the accumul atio n of capital is 

that of pension funds , which have been groHing rapidly since the 1950' s , 

and l argely represent the miriad small contributions of members of 

employee-pl ans . 5 By 1967 , Fitch and Oppenheimer note , U.S. commercial 

ban~s held approximatel y 60% of all assets held in U.S. financial 

institutions--40% of this Has held in trust departments and generated 

about 40% of all trading carried out on the NeH York Stock Exchange . 

They argue that the links behJeen the banks and the trust funds form 

an i mportant basis of economic poHer. Evidence of the extent of this 

< power is shown in the fact that the Patman Committee (se t up in 1967 to 

investigate banking activities) found that the vast majority of banks 

studied had discretionary authority over the investment of most of their 



trust accounts (1: 95), a s ituation which represents , along with the 

extreme concentration of assets in the hands of a few banks , highly 

concentrated voting power if applied. 
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How is this vast amount of capital mobili zed, once a ccumulated? 

I nsti tutional shareholding and the supply of short- and long-term 

loans to corporations are the two main avenues , a nd a l so represent 

the possibility of financial control of corporations . Both , Fitch 

and Oppenheimer argue , have been increasing rapidly, and with them, 

the hold of the financial institutions has been tightening . In­

sti tutional stockholding rose dramatically during the 1960 ' s ( from 

12% in 1949 to al most 28% in 1969) (11:62). Forty-nine banks held 5% of 

one or more classes of stock in 5, 27 0 companies , or a n average of 108 

companies per bank (whil e no corporation controls 5% or more of the stock 

in 108 banks , which fact Fitch and Oppelmeimer argue , is i mport ant 

evidence for the direction of -control) (:1: 99). 

Especially since 1960, corporations have a l so corne to rely more 

on the financial institutions for external funds in the form of l oans 

( through bonds and other debt instruments). While the corporation has 

conti nued to generate surpl us of which a portion is reinvested , internal 

generation of funds increased 10% between 1960 and 1964, but only 2 . 6% 

between 1965 a nd 1969 , whereas ext ernal funds had j umped f rom 4. 9% to 

16.5% annual growth rate in the same period (: 1 : 72). While in t he 

earlier period l ess than a quarter of corporate funds was raised 

externally, external funds represented a t hir d of the total in 1965-

1969 (:11:73). The high ratio of long-term debt to total liabilitie s 
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is especiall y preval ent in very l arge firms. ( :11:74) Further, the 

increasing i mportance of external sources of funds appears not to be a 

t emporary phenomenon , s ince Berle and Means ( 1933: 42-43 ) reported that 

between 1922 and 1927, 25% of the growth of large corlXlrations ( the " top 

200") ca rne from retained earni ngs , 55% from public offerings of securities , 

and 2Cf/o f rom merger . The financial i nstitutions (by 1965 amounting t o 

nearly half of all national wealth and increasing f as ter than t he Hhole ) 

(Fitch and Oppenhei mer :1 : 93 ) -are clearly not only in a lXlsition to 

redirect the vast amounts of weal t h in t heir control but must increa s­

ingly do so as the socialization of weal t h gallops ahead in ever-

l arger increments? 

While these facts appear i ndisputable , what is at issue is t heir 

i nterpretation--the question of whether or no t the dominance of 

fi nancial i nstitutions represents conflict bet ween two different " types" 

of capitalists and what this implies for the unity and cohesion of the 

capi talist class a s a " hole , and for the viability of corpora tions a s 

production a nd profit-making units . 7 

First, however , the question must be answered : to Hhat ext ent 

is the domina nce of financia l institutions transl ated into actual 

control ( that is , a s input into corporate decisions ) . 

Most lrriters , especially of a liberal pluralist inclination , 

have denied t he possibility of financi al control through i nstitutional 

sharehol ding , since despite the l arge number of shares held by each 

institution , t heir holdings actually represent a very smal l percentage 

of the total outstanding in each corporation ; moreover , institutional 



shareholders are normally passi ve and no n-meddling. Two factors rel ating 

to the poHer of institutional shareholding, however, are frequently not 

taken into account: the dispersion of the ma jority of shares among 

numerous small holders, and the alliances possible among institutional 

shareholders through mutual holdings i n each other and through inter­

l ocking directorships. Fitch and Oppenheimer argue that both of these 

factors , coupl ed iuth the interest financial institutions take in 

corporations Hhich are a l so indebted to them, are significant for the 

question of financial control. 

When the dispersion of shares is very great, 5% held by a 

financial institution may no t be enough to gain i t control of a corpora­

tion, but it would be sufficient to gain it a position on the cor­

poration 's board and to have a " say" in matters 'Thich Hould affect its 

interest. Frequently, even Hithout institutional shareholdi ng to such 

an ext ent , bankers are invited t o sit on corporate boards because of 

their expertise ani connections iU th other financial insti tutions--and 

they in turn gain valuable inside information on corporate operations 

and pl a ns. Finance or executive committees of boards are usually 

popul ated by financial peopl e . Fitch and Opperuleimer point out that the 

National Industrial Conference Board found t ha t 53% of boards seats of 

l arge corporations were filled by outside directors in 1953, increasing 

to 57.% by 1958 and 63% by 1967 (:1 :83). Zeitlin , in a nalysing data on 

financial versus non-financial outside directors, founi that " commercial 

a nd investment bankers are disproportiona tely over represented among the 

occupants of multiple corpora te directorships" (:1104). 
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Top executives of large corporations al so frequently sit on t he 

boards of financial institutions , but industrial corporations l a ck the 

stock or vot ing power in financial institutions. The adva ntage of such 

an interchange of directors is that banks may influence or ( in the ca se 

of shareholdings and bonill10l dings) pressure corporations to allow them 

to sel~ice the corporation' s fina nci al needs, or to shift business t o 

other corporations in which the bank also ha s a n interest ( :1:100). 

Shareholding a nd interlocking directorships become significant 

for their ability to enable bankers to form alliances lnth other-­

fina ncial i nstitutions a nd producing corporations . It is no l ess 

significa nt that banks and insura nce companies , controllong short­

medium and l ong-term l ending respectively, are no t only the institu­

tional l enders of a ny real importance , but al so together account for 

over three-quarters of the $1.1 tril lion of U. S . instutional invest­

ments , whereas fiU tual funds 0 nly account for one hrentieth (: I: 103) ; 

Banks a nd insurance companie s are tightly interlocked - -the 49 banks had 

146 interlocks with 29 of the 50 l argest life insurance companies in the 

U.S. ( :1:103). Al though interlo cks are not permitted between comm­

ercial banks , they can a nd do increasingl y own s tock- in each other . 

Moreover, they may be interlocked indirectly, by coming together on 

the board of a corporation. These aspects will be reviewed as they 

apply to Canada , and particul arly to the case of Stelco, in the follow­

ing chapter . The important point to note here, hovrever, is that all 

of these aspects must be taken into a ccount in assessing the potential 

for financial control. It must then be asked --why would fina ncial 
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institutions want control? 

The obvious answer is that institutional shareholders and l enders 

would want t o protect their i nvestment s . Outlays in t he fo r m of l oans 

are enormous, and l arge blocks of shares are no t easily di sposed of 

on the market without lo sses , so financial institutions have a vital 

interest in ensuri ng good corporate management. Another , perhaps l ess 

easily argued, reason i s : power. More power accrues t o those who 

have some. There is no doubt t ha t financial ins titutions, particularl y 

banks , have the resources whi ch corporations need in order to expand 

capacity and further monopoly through mergers and ac~uisitions. The 

~10rgan interests were in a position to gain control of U. S. Steel fo r 

precisely the l a tter reason . If the process of growth a nd concentra­

tion is a n ongoing one and financial institutions Here known for their 

power during the "age of Morgan", it appears l ogical by ext ension that 

such~ power has not dimini shed; in fact j with increasi-ng financial resour­

ces a t their di sposal, has probably increased. But it is al so l ess 

vi s ible. 

The ~uestion ari ses as to what extent the exercise of financial 

power creates antagonisms between financial institutions and cor­

porations; t his ~uestion will be addressed in the next section. But 

the f a ct r emai ns t hat fina ncial institutions ca n contribute to t he 

regulation of price competition through stockholdings in companie s that 

do business Hith one another, creating "forward ( selling) linkages" a s 

well as " backward (purchasing) l inkages" ( :1: 102); ( the Mellon banking 

interests , for example, created linkages betHeen coal-carrying rail-
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ways and collieries , between collieries and power compalues , and 

behreen railways and railway-supply compa nies ) ( :1: 102) . The Patman 

Committee found interlocks between the 49 banks studied and 286 of the 

Fortune 500 corporations--768 interlocks , or , including smaller and non­

i ndustrial companies , 135 companies per ban~ ( :1:102). The implications 

of such activities are sta ted by Fitch and Oppenheimer: the increasing 

socialization of wealth by financial institutions , a nd the d ecreasing 

role of retained earnings in corporate investment l eads to the monop­

oly position of fina nce in control of society ' s long-term capital; 

"it surveys the entire corporate s cene in order to maximi ze r e turn 

on its capital." ( :111:77). It ca n regulate the r a te of capital 

a ccumulation in the whole of the e conomy, "retatding it in the mature 

i ndustries ... " including steel, a nd "over-a ccel erating it in the 

newer industries ." ( : 76). vlhil e power a ccrues to finance , finance 

also pl ays a vital part in the r egulation of the economy, co-ordi­

na ting the allocation of r esource s , and providing a n over -arching 

frame1rork for the operation of monopoly capitalism. 

But what is the effe c t of this activity on the individual 

corporation? Fitch a nd Oppenheimer ( :111) argue that the dr ive for 

profit-maximization by financial institutions and their command of the 

economy leads t o corporate behaviour different that what Hould be found 

in a manageriall y controlled company. The rate of capital a ccumulation 

in the corporation, which determines its growth , comes through t hat 

portion of profits which is reinvested . While the rate of capital 

formation in the economy as a whole may be increasing , they argue that 



in mature monopoly firms , accumulation ha s slowed down. Industry is the 

creator of surplus value; but as capital becomes more soci ali zed under 

the direction of financial institutions , realloca tion of surplus follows 

channels determined by financial capitalists. A bifurcation ha s been 

created between the accumulation and reinvestment process . Corporatio ns 

which have become unprofitable will have their assets " cannibalized" and 

grafted onto newer , more dynami c enterprises t hr ough diversification8 

programmes under the auspices of financial institutions, "ho will l end 

funds for diversification but not for repl enishing fixed assets ( such, 

t hey point out , was the fate of the Penn Cent ral Raihrcty). The impact 

of financial control would be i ndicated by: a high dividend payout 

ratio to profits (versus a low ratio of retai ned earnings to profits); 

dangerously low amounts of working capital ; and a high rat e of external 

debt, as shown by a high ratio of long-term debt to total liabilities. 

(These aspects will be examined for Stelco's case in Chapter 3). 

Since the corporation cannot grow or carry out modernization and 

replacement of pl ant on its existing retained earnings , it must go 

further into debt. It is al so indicated by the pattern of inter-

industry rel ations. 

The fina ncial institutions pl aya part in both policy regarding 

dividend payout and policy regarding debt. Corporations are pressured 

by the fluctuations in the price of their s tock on the Exchange to 

maintain a high dividend rate which would attract investors; a t the 

same time , institutional shareholders benefit if stock appreci ates 

and also if dividends are high. But they al so benefit from l ending, 
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so investment bankers oppose an all-common stock structure because 

preferred stockholders and creditors such as debenture holders take 

precedence over common stock in corporate crises, reorganizations , or 

liquidations . 

Reciprocity (or inter-industry arrangements Hhereby companies 

buy from their industrial customers and sell to their suppliers ) are 

not only vital to monopoly capital , but , Fitch and Oppenheimer argue , 

appear to folloH lines of financial control. Contradictory forces are 

set up, since both companies cannot benefit (at l east price-Hise ); 

decisions to buy are based not on market considerations of price, 

quality, and delivery, but by reciprocity netHork pressures. Thus , 

they argue , reciprocal relations are coercive ones. (Fitch, 1972b:105) . 

Fitch and Oppenhei mer ' s anal ysis of the need for external 

finance and of the increasing i mportance of institutional share-

holding appears to be a valid one in factual t erms , but it is an open 

debate ",hether they have shoHn financial control or merely the exi stence 

of an important financial nexus . The interpretation is i mport ant for their 

analysis of conflict bet",een corporations and financial institutions. 

It is this latter point ",hich is severely attacked both by SHeezy and 

by O' Connor ; the debate over " conflict" versus " cohesion" of the 

capitalist class is the topic of the section folloHing. 

1. Conflict and Cohesion: Levels of Abstraction in the Analysis 
of Corpora te Capitalism 

The point ",hich is raised in the preceding discussion is of 

methodological and substantive importance for the study of Stelco, 

since , as the study is focussed at the " micro" level as a case study 
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and does not examine the capitalist cl ass as a Hho l e , questions arise 

in the interpretation of data but are often not capable of being 

resol ved . In anal ysing financial interest-groups in Chapter 3, ani 

again in connection Hith the Canadian productive apparatus and its 

interlocks Hith Stelco , there are instances Hhere particular 

configurations of interest may represent conflict rather than cohesion 

(as in the connections betHeen various institutional shareholders and 

the Power Corporation group, since some also are interlocked luth 

Argus , its current contender). If the data is interpreted as repre­

senting cohesion , then the potential for financial control over Stelco 

is enhanced by the interconne ctions betHeen these groups ; if the 

connections are incidental to other , more important connections ani 

really represent conflict behfeen tHO interest-groups , the potential 

for control is lessened in t he vacuum behleen them and Stelco may 

exert counter-po Her through other groupings . 

DO~10ff (1972: 33) states he has often been accused of over­

stating the " three C' s" of the capitalist cl ass : " cohesion , 

consciousness , and conspiracy" to the exclusion of the consideration 

that there are also disagreements among its members . Fitch and 

Oppenheimer (1970) overstress fina ncial control a nd conflict betHeen 

the aims of finance capitalist and industrial corporation " insiders" 

( they go so far as to say unity of capitalist l eadership is a myth) . 

SHeezy (1971 ) and O'Connor (1 972) both criticize Fitch and 

Oppenheimer for putting forth a n argument Hhich is not only anti­

thetical to the Marxist position of class cohesion and common 

interests but Hhich also shoHs finance capitalists as performing the 
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irrational action of killing the geese that l ay their golden eggs 

(that is, deliberately Hrecking corporations) in the name of their Oml 

sectional interests. HOH may this mess be sorted out? 

There appear to be at l east tHO l evels of abstractio n a t .mich 

to anal yse capitalist bahaviour , and most of the problems of these 

author s " talking past " one another is related to the difference in 

levels. They are : the general versus the specifi c levels; in addi-

tion, there appears to be tHO other kinds of l evels: that of the 

individuals versus the group or the Hhole. Moreover, analysis may be 

complicated by the operation of these various l evels and kinds 

simul taneously. A feH exampl es Hill illustrate. 

Miliband (1973) operates a t the l evel of the general --his 

emphasis is upon the hegemony of capitalism as it affects the state 

and other societal institutions, as a n " -ism ," that is a set of 

general principles to Hhich all capitali sts agree . l'Then conflict 

occurs , as betHeen managers and shareholders , it is no t deep-seated , 

but arises due to " tactical differences Hithin a strategic consensus" 

( :34) . The same may be said for Domhoff, and for Mills--except that he 

goes further . In his reply to critics (1968) , he states , in response 

to revieHers ' assertions that l ack of agreement or l ack of a n all-out 

strategy refutes the idea of a pOHer elite: 

" ... these men don't alHaYs agree , but are divided in 
their counsel; .. in their decisions, they sometimes 
take into account the state of public OplITlOn . . . 
sometimes the decision made is ' taken against the 
better judgment of the pOHer elite ' . Each of these 
points I readily accept, indeed I ' ve stated them 
myself .•. The poHer elite is not a homogeneous 
circl e of a specified number of men whose solidified 
will continuousl y prevails against all obstacles. " 
( :241-242) 
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Mills , in fact , never stated the power elite ,.;as homogeneous in 

a nything but the sense of common background and the effects of common 

position and experi ences. 

The notion of a fu s ion of finance capital and industrial 

capital a s corporate capitalism is a notion which operates a t the 

general or more abstract l evel. It seems to imply that because capital 

is fused , so capitalists are fused, unified . Baran and SHeezy imply it j 

and O'Connor operates a t the l evel wherein it makes no difference which 

capi talists control corporations since 

"Although financial and non-financial companies 
are formally separate , the American ruling class 
do es not consist of ' bankers ' on the one hand and 
'industrialists' on the other. Rather , the 
dominant stra tum of this class is made up of 
rich capitalists who own and/ or control both kinds 
of institutions ." ( : 1972: 126) 

But for Fitch and Oppenhei mer, Hho see a bifurcation in the 

processes -of a ccumula tion a nd deployment of capital, the question 

of the status of fi nancial institutions is important , because they 

no te what happens in specific i nstances of corporations being " scuttled" 

after becoming seriously indebted . They al so see that although the 

general aims of financial a nd industrial l eaders are the same ( to maxi-

mize profits ) ( the general l evel of abstraction), t hey al so see that 

financial groups do not maximize profits in the same way and that this 

ca n a ni do es conflict vnth the ways in which corporations make profits 

( the speci fic l evel of analysis ). 

At the " individual versus group" l evel, there are members of the 

upper stratum of the bourgeoisie ( for example , "old money") whose 

position within kinship and interest groups give them a different 
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perspective on i ssues and strat egi es ( they may tend to operate more a t 

t he " general" l evel of capitalist ideology and interests ) from those 

of the managerial stratum , especially those either of middl e-cl ass 

origin or " ne l-[ money", who have been co - opted into the upper clas s 

system but whose careers have been within one corporation and who see 

their success and a ims as firs t and foremost tied to the success and 

power of " their" firm, and only through that, to the general interests 

of capitali sm. 

Thus it can be seen that whil e generally, capitalists agree 

on the general principles and aims of capital ism a s a system, t hey may 

disagree and be d ivided on the specific i ssues , such as the best 

s t rategy t o f ollow in co-ordinating t heir interests , or which groups 

may operate in what spheres of inf luence ; simil arly, indi viduals Hithin 

interest groups may be divided. The methodological probl em lie s in 

specifying the l evel of anal ysis . -

Another probl em, Hhich hits closer to the areas of greatest 

Heakness in Fitch and Oppenhei mer ' s analysis , is that of Hhether ot 

not financial groups i ntend, by t heir actions , to " milk" corporations 

to the point Hhere they become useless and must be scuttl ed . There is 

a vague implication in F and O' s arguments that fina ncial institutions 

cause financial crises due to their control. As O'Connor puts it, 

since modern productive units are nOH extremely l arge , technologically 

sophistica ted, and expensive, 

" no fi nancial capitalist group in its right mind 
Hould engage in a ny a ctivity that might have 
ruinous consequences for the productivi ty of its 
profitable enterprises." (1 972 : 132) 
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While there is a great deal at stake , the point Hhich F a nd 0 appear 

to make , with the Penn Central case , although they do it badly , is that 

such actions are not irrational in the case of an industr y which is no 

longer profitable, such as the stagnant railway industry. O'Connor 

i gnores his own analysis of the relationship betJ./een the private sector 

and the state ( a relationship which , he argues in his 1973 book , 

contributes to the state's "fiscal crisis"). That is: if an industry 

becomes an obsolete and unprofitable millstone around capitalists v 

necks , they would quite rationally try to get as much out of it as 

possible and then arrange for it to be t aken over by the state , who will 

support it and still provide capitalists with necessary rail services , 

the state acting as the proverbial billy-goat of Fitch and Oppenheimer : 

"feeding on the economi c detritus whose profit potential has been 

erod ed ... o~s non-existent" (:111: 93). 

The rel ated point Hhich both 0 'Co nnor and F ani 0 seem to have ­

ignored is the possibility of unintended consequences of actions-­

fina nciers, like other capitalists , are not infallible; they may over­

estimate the viability of a corporation to bear debt even Hhen it 

appears heal thy ani profitable . As outsiders, it would be difficult 

if not impossible for researchers to sort out Hhether particular 

actions ,'Tere taken "after the fact", to correct previous mis­

calculations , any more than it is possible to determine to Hhat extent 

actions are compromises arising out of the input of several groups 

Hith divergent interest groups--to speak at that level of "institutional" 

or "class" interests is to speak too generally to alloH for intelligent 

assessment of what particular actions may mean to capitalists, and hence 
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for interpretation of the research: 

The fact that there are groups of capitalists and l evels of 

a nalysis which both diverge and converge presents tremendous obstacles 

to sorting out the significance of data , and in particular framing 

answers a t the specific level of analysis to questions of whether or 

not a particular grouping around a corporation represents cohesion or 

conflict on issues vital to the corporation involved, or whether there is 

a coincidence of interests at the level which t ake precedence. 

Contradictions abound in capitalist behaviour and it is exceedingly 

difficult to know with anything like exactness Hho the players are 

and Hhat specific interests they represent lnthout, a s it Here , a 

programme . And capitalists are not handing any out. 
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Reference Notes - Chapter 2 

1. Galbrai t h's appeal to the drafters of the Stelco submission t o 
the Royal Commissio n on Corporate Concentration ( 1975) is clear , 
for in the page following their refut~tion of Berle a nd Means ' 
thesis , they state : 

" the business of a large corporation is so complex that 
no individual or small group is able to control the 
decision-making process ... the decision-making process has 
become diffused throughout the organi zation. " ( :99) 

Yet, at the same time, "the board of directors performs effectively 
its essential functions of representing the shareholders a nd 
controlling major management decisions, even though it does not 
' manage the affairs of the company' ... " (: 99) (emphasis added ). 
They implicitly recognize the difference between " manage" and 
" control" • 

2. Whose origins, a s fl1ills (1956) point ed out for the U. S. in the 
1950's (a case true today no l ess for Canada- - see Cl ement 1975 , 
Chapter 5) , are "overwhelmingly of the same or simil ar social 
origins. " They have , in addition , been well socialized into the 
capitalist milieu through long and intimate association. 

3. In their introduction, Park and Park note the presence of a powerful 
financial group , a nd in Chapter 4, they state : "At the centre 
of this fina ncial and industrial corporate structure lie the 
chartered banks, the members of whose boards of directors make 
up the ' liho' s .mo ' of the dominant fi nancial groups . 

Linked to the ban~s are the trust companies, the life insurance 
companies, the loan and 1Il0rtgage companies , the investment trusts ... 
all in control of vast assets and contributing to the ability of the 
financial oligarchy to control the economy of the country. " ( : 71). 
And again : " . .. our concern is with the banks a s the centre of the 
syste) through which the oligarchy maintains control ." ( :72 ; emphasis 
added • 

4. Fitch and Oppenheimer seem to suggest a " r esurgence" ( in fact , 
Sweezy entitl es his critique "The Resurgence of Financial 
Co ntrol ... ,,), al though they do no t explicitly say so. CO Y1\Jllent­
ing on the dramatic rise in institutional shareholding during 
the 1960 ' s , they state : 

"Once again ownership and control were united in the trust 
departments of the great Wall Street Banks ... It was a unity 
recalling the age of Morgan, when fina ncial institutions had 
been able to control corporations through their lending power. 
The price of a loa n was ' a piece of the action' i. e. , equity 
or common stock ... ( which) consolidated their l ending 
position. " (: 68). 
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Speaking to this same question, Zeitlin (1 974) quotes the findings 
of the Patman Committee , which investi gated banking power, and 
found a " pattern of control by financial institutions through 
l arge blocks of shares in the l arges t non-financial U. S. 
corporations a s representing a shift of economic power ' back to 
a small group, repeating in someHhat different manner the pattern 
of trusts of the l ate nineteenth and earl y twentieth centuries ,' 
This appeared to them t o involve increasing ' bank minority control. ' 
(: 1101 ). Other f actors which appear to be part of this similar 
though muta t ed pattern will be dra wn out in the di s cussions follow­
ing . 

5. The Wall Street Journal of Ha y 27 ,1976, noting the phenomenal 
i ncrease in pension-fund contributions , and al so the increasing 
amount of institutional shareholders, note s ( somewhat ludicr ously 
considering existing realities ): "U. S. employees now own more 
t ban one-third of the equity capital of America ' s publicly-
owned companies--more than enough to gi ve them voting control . .. 
The U. S. is ... actually a non-governmental market soci alism i n 
Hhich the empl oyees through t heir pension funds have become the 
new owners of American business ." (:). 

6. Berle and f.1eans , whil e no ting the growtb in wealth of corpora­
tions proceeding faster than increases in the national wealth 
( :39), thus indicating soci alization of l'1"eal th being redirected 
into corporations through infusions of ext ernal funds (a s well 
as t he creation of surplus value through corporate production), 
fai l ed to take into account the channels for this so cialization 
of weal t h, namely the fina ncial institutions. Hence when they 
noted tha t since 1921 there appeared to be no further shift i n 
t he direction of t he small individual sharebolder ( :62), theY' 
did no t dra w the necessary conclusions . 

7. Fitch and Oppenhei mer state that such divisions, a long with the 
otber contradictions in capitalism, are inherent and essentially 
divide the capitalist cl ass , Hhereas O'Connor , like Domhoff, argue s 
for a fundamental unity and cohesiveness . Park a nd Park, Hhile 
t aking a position simil ar to Fitch and Oppenhei mer ' s in positing 
a financial nexus , pass over the quest jon of conflict uncritically 
and appear not to be aware of the double- edged nature of their 
statements: "Our own point of d eparture was the exi s tence of an 
i dentity of interest between the l argest financial institutions 
and t he l argest industrial corporations ... " ( :XIII, emphasis added ). 
And l ater, they state " the same group of finance capitalis ts 
dominate both (industry a nd banks ) .. . the ba nk dire ctors are the 
key figure s in t he financial superstructure through which control 
of tbe produci ng corporations is maintained ... " (: 74, emphasi s 
added ). Because their l evel of anal ysis is different than F a nd 
O's they do not raise the question of conflict , and t hereby render 
it exceedingly difficult to assess data in compari son with theirs . 
This problem will be come apparent in Chapter 3, wher ein the 
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question of conflict versus allia nce s in ass essing the potential 
for control r emains unresolved . 

8 . Such appears to have been the ca se for the Standard Oil , as 
witnessed by the "oil crisis" of the early 1970 ' s which enhanced 
profitably to sca ndalous levels, a nd the move to diversify t aken 
by all the oil compa nies into other sources of energy. Both 
Standard Oil a nd Chrysler in the 1960's Fa nd 0 point out, 
suffered a profit decline . Standard Oil had begun to " mature" -­
in 1969 profits a nd stock price s slumped and gro Hth sloHed ; it 
became l ess financially independent, a l tering its basic fi n­
ancing pattern a nd r estructuring its board ( :II:71 ). But 
Hher eas Chrysler, t ee t ering on the br ink of corporate disast er, 
suffered a purge of ins ide management , then a liquidity crisis 
and a Ur escue oper a tion" by Ma nufa cturers Ha nover Bank (:1: 76), 
Standard Oil ha s r emained viable . 

9. A good exa mple of problems in a s sessing which way the interest­
groups line up behind the contenders , is that of the continuing 
saga (1 975- 1976) of the attempts of Paul Desmar ais ' Power Corp. 
to t ake over Ar gus Corp., E. P. Taylor ' s old empire . Both 
cor pora tions are conglomer at es , fina nce capitalist creatures . 



CHAPTER) 

STELCO AND HIGH FINANCE 

I . THE ROLE OF THE FINANCIAL ELITE IN THE 12.10 l'v1ERGER 

1. Histo r ical For c es, The Canadian E~stern Establishment 

In or der t o understand t he significance of t he 

financia l presence i n the p resent - day corporate life of 

Stelco, it is necessary to understand it no t only i n its 

present context ( for that would be both s hort-s i ghted and 

mis l eading ) but also in the context of the r ole of finance 

in Stelco's early histor y, particularly i n its orig i ns. In 

add ition, that particular context mus t be re lated t o t he 

development of finance/ financial capital in i t s p eculiarly 

Canad i a n form , for t his development was a vital force in 

determining subsequent industrial development-- i t s form and 

the social characteristics of its mai n p r otagonists. Hence, 

the place t o begin any discuss ion of the r ole of fi nancial 

institutions in Stelco's ope rations is the merger of 1910 

which br ought together a number of important social fo r ces, 

and to begin also with t he background agains t whic h thes e 

forces came to dominance. This historical context forms the 

basis for the analysis p resented here--the argument whic h 

will be advanced that the intrusion of financial institutions 

is neither new nor "unnatural" to Stelco (as it is not to the 

60 
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other Canadian stee l companies ) but is a logical outgrowth of 

the nature of the elite element at the time of the merge r 

movement and demostrates, through the continuity of these 

forces, the se c tora l dominance maintained through the strength 

of the indigenous Canadian elite. 

Accordingly, a number of questions may be raised 

pertinent to the merger which put Stelco on the path t o 

future dominances 

1. What forces were paramount i n its creation? 

2. Wha t brought them together? 

J. What were the effects of this activity then and 
over time , and what do they demonstrate about the 
nature of indigenous Canadi an elite power? 

These questions will be addressed a s the ensuing 

discussion unfolds, but before the merger protagonists enter , 

t he scene must be se t in the previous c entury, as it was the 

historical conditions and actors of this period which deter-

mined who many of those players would be. 

As indicated briefly in Chapter TwO in the discuss ion 

on the financ ial control debate , industrial development in 

Canada made the transition to corporate capitalism not, as 

in the U.S., guided by entrepreneurial capitalists in a 

system of decent rali zed banking, but under the di rect auspices 

of a group of i ndigenous elites who had taken up positions of 

dominance in finance capital as a logical extension of 

mercantile interes ts. Thus the retardation or acceleration 

of industrial development, as well as the response to changing 
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historical conditions, dep ended on the actions of the 

dominant social force whose or igins and orientations aros e 

from an early and continuing association with mercanti l ism. 

The transition from financial. t o corporate capitalism was 

made on the rising though struggling tide of small , local 

industry whose emergence had previously be en stifled, and 

from tertiary industry which had b een established to serve 

mercantile pursuits I canals , railways , steamships and the 

like . Some important facets of t his transition mus t now be 

brought out and related t o the conditions whic h obtained in 

the last decades of the nineteenth century prior t o the 

merger of 1910. 

A number of historical analyses suc h as Ryers on 

(1975) and Naylor ( 1972), as well as ac counts of local social 

structures suc h as Tulchinsky (1972) for Montreal and Masters 

(1947) for Toronto emphasize the imp ortance of the power­

base built up first in the all - powerful Montrea l metrop ole 

and later in its rival Toronto. This base was formed by 

very small, tightly knit ci rcles closely allied with and 

dependent on British support and capital, and considering 

the instability of conditions under which mercantile acti­

vities were pursued, amaz ingly long-lived and adaptable, 

surviving and changing in the course of , t he rise and fall of, 

as Naylor puts it, three"comrnercial empires of the St. 

Lawrence." But these groups were also reactive more than 

innovative, and so by the courses of political action whic h 



63 . 

they caused t o be initiated, l eaped on t he industrial band­

wagon to o late t o prevent the serious inroads of aggress ive 

Americ an branch- plant operations into manufac turing, and 

lacking extens ive power at a crucial historical j uncture , 

were content to p lay middleman when Americans mad e Canada a 

p rovince for their extraction of raw materials. They thus 

created within Canada its p eculiar truncated powe r structure , 

with definite sectoral divisions i n terms of indigenous 

versus foreign dominance , and set the lines along which 

alliances with foreign interests wo ul d be made. Thes e latter 

points are deve loped in detail by Clement (1975, Ch. 2 ) for 

the whole of the Canadian poli tical economy. 

Between 1763 and 1837, the social structure of 

colonial Canada was dominated by three main forces, a ll i n ­

volved in go-between mercanti le relations with Britain l t he 

"Chateau Clique" of Lower Canada (Quebec ) , c entered i n 

Montreal, t he "Family Compact" of Upper Cana da (Ontari o ) , 

centered in the fledgling Toronto, and a Maritimes version 

of the "c ompac t," composed of merchants c entered around the 

l egis lative and executive councils of the same twelve men 

( see Ryers on 1975, Ch. 1, 6, 10) . Naylor (1972) argues that 

the commitment of these groups t o British r ule and to the 

advantages of the mercantile system was responsible for the 

l ack of independent capitalist development in Canada and for 

a perpetual state of underdevelopment. They were not interes­

ted in establishing an indigenous industrial system, whic h 
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would have involved venturing out of the low-risk type of 

capitalism in whic h they were engaged, characterized by 

rapidly circulating capital and little fixed capital invest­

ment . The activities in whic h they engaged in each sub­

sequent period of the St.Lawrence " empire" t ended to be a 

response to changed conditions, as first one then another 

staple ceased to be lucrative. 

Fur trade was the principal reason for first French 

and then _British ventures, with the Hudson's Bay Company, 

the last o~ the royal monopolies , being dominant first in 

furs. then l and. then retai l trade . The North West Company 

was als o quick to acquire vas t grants of land when fur trade 

declined. There was, Naylor notes, an intimate association 

between the land companies and the colonial government 

executive councils to the point of being _virtually identical 

in personnel (a5). Indeed, the land companies held sway to 

the extent of retarding immigration and land settlement. 

The timber trade and the grain trade were important sources 

of mercantile activi ty and surplus extraction when the fur 

trade declined, and it was from all of these sources of 

surplus that the Canadian merchant class extended its opera­

tions into banking and canal construction--both intended to 

service commercial, not industrial, activities. 

The close connections with the political bodies and 

the tightly held nature of banking during this period, its 

connection with commercial and not industrial activities, 
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marks off significantly the development of Canadian banking 

from U.s. --to this day it remains highly concentrated. The 

Bank of Montreal ( the first established, in 1817 ) was founded 

by fur trading companies and a London merchant bank; con:" 

nected with the Fam'ly Compact, the Bank of Upper Canada ( 1818 ) 

was founded by grain merchants and canal companies ; the 

Halifax Banking Company (1825) was als o a mercantile creation 

(Naylor '7 ) . These banks did not engage in industrial loans 

or in servicing farmers with mortgage money - - that was a 

field entered into in the 1830's by building societies and 

later loan and mortgage companies, a development which was 

particularly active in Toronto as it began t o build the 

financia l infrastructure necessary to create a rival metro­

pole, after 1850 (see nmsters 1947 ). 

Clement (1975, 50) observes that although the ruling 

classes (and "rule" they did ) of Upper and Lower Canada 

formed a tight set of relations , united by inte rlocking 

interests that were both economic and political, they opera­

ted from different power bases. The period during whic h 

these power bases became fused most probably corresponds to 

the period after which their interests began to emerge as 

industrial-capitalist. 

Tulchinsky (19721 125 ) argues that the period between 

1837 and 1853 was a highly important one for the economic 

development of the st. Lawrence metropolis--during this 

period great advances were made in industry and in trans-
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portation improvements, as well as other capital expansion , 

particularly banking. The industrial activity of this early 

business group, however , occurred as a res ult of commercial 

interest in extending the reach of the Montreal metropolis , 

and in response to the rivalry of the Erie Canal and the 

abolition of protective tariffs on grain l 

"The portion of the Montreal business community 
that first took up the challenge of the railways 
and of ocean- going steamships was above all 
attempting to solve the problems created by the 
inadequacies of lower st. Lawrence river transpor­
tation .••. There was hard economic reasoning behind 
their promotion of railways south t o the north ­
eastern United states, whic h they viewed as a 
short land bridge to the Atlantic." (a137 ) . 

The Montreal business interests who were successful in mobi-

lizing capital for such industry were a relatively small 

group of the total business community, operating from an 

already established bas e. But as Naylor observes, the Grand 

Trunk railway venture to capture midwest American trade "was 

a total failure. In 1860 the Erie Canal and the New York 

railways took fifty times as muc h wheat t o New York as the 

Grant Trunk took to Montreal." ( all ) . 

An indigenous Canadian elite had emerged but its power 

base was an exceedingly narrow and shaky one, not only because 

of its dependence on highly volatile staple-extraction trade 

but due t o its lack of an independent capital base from 

Britain, and t he growing strength and autonomy of the Uni ted 

States, whose industrialization was proceeding rapidly and 

aggressive ly. 
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busines s was not as dominant in the Family Compac t as in 
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the Chateau Clique. Thi s i s understandable, since during 

the same period, Upper Canada was probably more agricultural 

and bare ly emerging from being a later- opened frontier. 

Around 1812, industry was "petty" in the Niagara district, 

rural-based, smal l -scale, associated with pioneer needs for 

grist- and saw-mills , but i n Niagara by 1824, there were i n 

addition t o these mills , small concerns manufacturing wool­

lens, cabinets and wagons , a cas t iron foundry, a t annery, 

and still -houses (Ryerson 1975 1 96 ). 

The period dating from roughly 182 0 to 1828 was als o 

a time of up surging rebel ious f eelings i n Upper and Lower 

Canada and the Mal~i times - -the chafing of incipient industrial 

deve lopment agains t a restrictive colonial mercanti le environ­

ment. I n Lower Canada they protested the "triple alliance of 

class forces, none of which was particularly interested in 

the growth of a native industry" (Ryers on 19751 40) . That 

alliance was between British officials, English- Canadian 

merchant-landowners who had penetrated the semi-feudal 

seigneurial structure and transformed it into "capitalist 

rea l -estate," and the French- Canadian clerical' and seigneurial 

collaborators. Standing agains t these older forces was the 

first sign of challenge as a result of the beginnings of 

industrialism (132 ) . According to Ryerson (,39 ) , capitalist 

industry in Lower Canada during this period followed t hre e 
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paths, the timber trade ( sawmills and shipyards ); manufac­

tories and machine - shops suc h as the Molsons ' s hip - engine 

enterprise i n Montreal - - industries related to the Industrial 

Revolution; and, though only weakly developed, the small­

scale consumer goods enterp r ises responding, under an 

incipient French- Canadian bourgeoisie, to the extension of 

the domestic market. 

As well , in Upper Canada a coalition of interests 

opposed to colonial- Compact hegemony had developed by about 

182 8 and was seeking reforms in public health, education, 

and civil liberties, i ssues which joined a diverse group of 

local industrialists and s mall merchants, professionals. 

poor settlers, and urban worke rs (Ryerson , 110 ). There fol­

lowed a conservative - based r eaction by the Compact estab­

lishment such as the J arvises and the Ridouts, against rebe l ­

lious pr otesters l ed by such people as ~~ckenzie and Egerton 

Ryerson. But as Masters (1947' Ch.2) points out, by the 

1860's the rising Toronto - based c lass whic h had started out 

in wholesale (such a s William Mcr~ster ). implements ( the 

~~ssey and Harris families ) , or brewing and distilling ( the 

Worts and Gooderhams ) had become absorbed into the existing 

class structure and as well, became active in new financial 

institutions founded in Toronto. Toronto was becoming the 

scene of an integrated local elite soon to become regionally 

dominant, as was the Montreal elite. 

By the time of the first Charlottetown confe rence 
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on confederation in 1864, Maritime capital accumulation had 

been largely drained away to the foreign money institutions 

(Ryerson 1975& 197 ) , and despite early and active localized 

development in construction and shipbuilding , industry re­

mained less concentrated than in Upper or J~wer Canada . The 

Maritimes appeared t o have already been by-passed, and 

according to Ryerson (&373 ) , a necessary precondition for 

union under English-Canadian hegemony was a compact between 

the Toronto and Montreal capitalists. Confederation, rai l­

ways and steel contributed the conditions for the fusion of 

these two rival groups as a national class, as will be shown 

here and in Chapter Four. 

Political union was being put forward as a necessity 

for achieving economic integration, to link the interior with 

the seaboards, op ening up markets between the Atlantic and 

L~wer Canada and make available Nova Scotia coal t o the 

centre and western food products to the eas t. The chief 

spokesmen for union in Upper and Lower Canada were again the 

merchant- capitalis t class, linked t o British portfolio invest­

ment, based on the National Policy and reciprocity, which, 

Naylor (1972& 10- 12 ) argues, continued the process of stul­

tifying indigenous industrial development in favour of 

American branch plants. The centralization of fiscal policy 

in the federal government ensured that the finance-based 

establishment would have access to public capital for private 

ends, and, aligned with the state, could direct economic 
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development in their own interests. Thus, 

"Confederation and the national policy were the work 
of the descendants of the mercantile class which had 
aligned itself with the Colonial Office in 1837 t o 
crush the indigenous petite bourgeoisie and nascent 
industrialists ••• the di rec t line of descent runs 
from merchant capital, not to industrial capital 
but to banking and finance, rai lways, utilities , 
land speculation , and so on--activities dependent 
upon and closely connected with the state str ucture." 
(Naylor 1972: 16 ) . 

As Clement (1975: 54) argues , the period 1837- 1854 

had marked the rise to power of an indigenous Canadian elite , 

largely centered in Montreal (it was by the l880's to be 

challenged seriously for j oint dominance by To r onto ). Its 

independent bas e was in part made possible by the struggle for 

the West Indies between Great Britain and the "upstart 

imperialist" u.s. which marked the start of British i mperial 

decline and the emergence of the American economic empire . 

It was also the end of the British Imperial p reference. The 

period of American and Canadi an wes t ward expans ion began in 

this period. With British power declining, and U.S. power 

increasing, the indigenous elite chose to operate from its 

traditional base of powe r in finance. Thus, the emergence 

of this capitalist power in Canada must be seen against a 

backdrop of both dependence and independence and competition 

for control, and finally a coalition of capitalist interests 

absorbing new forces, within a truncated power structure. 

While American interests were involved to an ever-increasing 

degree in extending their hold on manufacturing and resources, 
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the Canadian elite extended from its base in finance to 

initiate a series of boldly executed mergers which began 

shortly before .· the end of the last c entury and peaked about 

1912 , just after the 1910 merger of Stelco. 

2. Elite Forces and Steel, Prelude to Stelco's Creation 

The history of the early iron and steel industry in 

Canada is littered with attempts which were either complete 

failures or viable only for a s hort period due t o lack of 

capital or technical expertise and related problems. Although 

iron was being produced in Quebec as early as t he 1600's under 

the Frenc h and Quebec - based iron manufacturing was by 1809 

the mos t important industry in Canada , there was no large 

modern blast furnace producing bas ic stee12 even by the 1880's 

and Quebec was known for its r olling mills only from about 

1850 on. 

Ontario prior to 1879 had n o blas t furnaces producing 

basic steel or pig- iron and no very i mportant rolling mills, 

although a number of enterprises had been operated off and 

on since about 1800. 

Iron had been produced quite early in the Mari times 

(around 1825, although iron ore and coal had been known t o 

exist there since the early 1600·s ) . Neither of two opera-

tions, one in Annapolis County, Nova Scotia around 1825, and 

another in 1873 at Londonderry, N. S. (the latter an ambitious 

attempt using advanced technology ) , survived for long. Between 

1856 and 1875, there were two rolling mills at St. John, one 
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of whic h, the Nova Scotia Forge Co., originally set up to 

supply railway iron for the Intercolonial, eventually 

expanded to become one of the most important iron and steel 

plants i n Canada. In 1882 its management set up the Nova 

Scotia Steel Co. to sell itself steel ingots and billets 

for forgings and axles ; they amalgamated as the Nova Scotia 

Steel and Forge Co. and in 1895, after including their New 

Glasgow Coal, Iron and Railway Co. t o supply thems elves pig 

iron, became the Nova Scotia Steel Co., the first "integrated" 

and successful steel plant, by the l890's.1 

Thus, as Donald (1915) points out after extensive 

historical analysis, the greatest development even in the 

better developed but still small finishing industry occurred 

between 1868 and 1879, and this was owing mainly to the in­

creased demands of the railway era. This point is a signifi­

cant one because it links development of the steel industry 

with the activities of the indigenous Canadian elite in railway 

building, an activity which a s indicated already, was important 

to their mercantile interests. The two proved to be · nter­

dependent during the era of the railway boom and evidence 

suggests that they have remained so to the present, steel 

providing an important industrial power base for an elite 

which has not been and still is not strong in manufacturing . 

While iron and steel production remained small-scale 

industry until it was eventually put under the wing of the 

active financial class who began creating steel empires with 
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it, t hose industries whic h were successful were l inked direct­

ly wi t h the needs of the railway boom. The Nova Scotia 

company has a l ready been mentioned. I n addition, i n Ontario 

Messrs. Gzowski and ~mcpherson of Toronto, railway promoters , 

se t up a mill t o rerol l iron rails, and during the same 

period the Ontari o Rolling Mi l s , American-formed and a 

Stelco predecess or company , was estab lished and operated 

successfully. Van Norman , an entrepreneur who earl ier had 

successfully but briefly operated a fa cili ty producing pig 

iron and castings, was given business i n 1854 by Messrs . 

Fisher and McMaster of Hamilton t o furnish car wheels for the 

Great Western, but the material turned out t o be unsuitab le . 

I n Quebec as well, the old Radnor Forges near Three Rivers 

were ac tive i n 1862 under Messrs. Larue and Co . with a 

work-f orce of 200 to 400 men employed t o p repare and transpor t 

charcoal for the production of i ts principal produc t, cast­

iron railway car wheels . The entrepreneurs were given a 

grant of timber and or e l ands amounting t o 40 , 000 acres. The 

advanced p lant a t Londonderry which faile d had been se t up 

at a cos t of over $2 million t o use the Siemens open- hearth 

pr oc ess for the p r oduction of s t eel rails, cast and s p r ing 

steel, and had a s we ll been ab l e t o ob tain agreement with 

t he newly built Intercolonial t o use its rail lines , evidenc e 

of its influential backing. Wi t h this exc ep t ion, and t he 

Nova Sco tia Steel Co. which had begun small but was already 

developed, the early steel industry though us eful to t hem, 
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was without backing f r om the dominant class, small- scale 

entrepreneurially run firms with low capitalization and high 

risk . 

Prior t o 1879, the tendenc y was to build separate 

plants for pr i mary steel and finished products, probably due 

to the lack of capital involved to se t up blas t furnace 

facilities and the lack of technical knowledge to handle dif­

ficult ores. The rolling mills, i mp ortant for t he railway 

building period, were coming into t heir own from about 1850. 

Of these, in Quebec t he most important we re the Victoria Iron 

vvorks and the Montreal Rolling Mills, the latter destined to 

become one of the Ste lco predecessor companies. In 1858 

If.tansfield Holland, an entrepreneur , es t ablished "with the 

financial help of an affluent re ti red pers on" (Kilbour n, 1960,13 ) 

one of the earliest r olling mills, but was later thrown out 

by his backer, a s he was in the 1860's when he built a larger 

firm which was t o become t he Montreal Rolling Mills. Holland's 

nephew was Randolph Hersey, who took over running of the 

Bige low operation i n 1868 when heirs ran out and at the end 

of his career became the first pres ident of Page-Hersey, a 

dominant pipe manufacturer als o later taken over by Stelco. 

Al t hough the evidence is scanty, the usual pattern 

for the early industrialists in steel appears to have been to 

"marry" money, inherit it from a rich relative, or build up 

from small beginnings through relentless "ploughing back" of 

gains (all). Such was the case for Begelow. These companies, 
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painstakingly built up over the years, were finally absorbed 

by the Montreal Rolling Mills, a company set up in 1868 by af-

fluent upper-class members suc h as William Molson , Thomas 

W~rland, and Peter Redpath, and whose board later also in-

cluded Andrew Allan and Sir Edward Clouston of the Bank of 

Montreal (; 20) • 

Such a pattern was duplicated in other industrial 

areas of interest t o the established elite , as is evident in 

the data collected by Acheson (1973) for the 1910 elite a s 

compared with the 1885 elite. By 1910 the number of manufac­

turers had decreased from 85% to 58% of the elite, while whole-

salers , brokers, financiers and other non-manufacturing 

executives had increased, indicating that 

"by 1910 manufacturers were still a significant 
part of the industrial elite although, increasingly, 
their traditional roles as promoters and directors 
of manufacturing enterprises were being usurped by 
leaders from a variety of other business activities. " 
(154) 

In particular, Acheson notes, the consolidation movement was 

responsible for transferring control of a large number of 

producers to a small number of industrialists centered in 

Montreal, although the st.Lawrence region was less heavily 

industrialized than the Lake Peninsula by that time(s55 ). 

But while centralization was occurring under the auspices of 

the Montreal elite, another trend was also occurringl in 

terms of birthplace and migration to industrial-opportunity 

regi ons, the Maritimes had by 1910 already declined and in-

creasingly, those of the elite born in the Lake Peninsula 
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were finding opportunities in the Lake Peninsula (Aches on, 

table 4& 56). While social mobility had been reduced sinc e 

the 1885 period, it is clear that Toronto, the challenger t o 

Montreal's metropolitan deminance, was becoming a power in 

its own right. From the period of the railway boom onwards, 

Toronto and its hinterland began to develop rapidly to the 

point where it actively challenged Montreal banking supremac y 

and projected competition for the Ontario hinterland markets 

outwards to the northwest hinterland. Toronto was building 

up a power-base i n finance and industry independent of 

Montreal, although it was more dependent upon the U.S. 

Development of an autonomous financia l infrastructure was a 

necessary prerequisite for economi c autonomy, was a s we ll 

significant f or later events when the entrenched financial 

interests moved t o consolidate previously f ragmented indus t rial 

concerns. Toronto elites by that time held important pieces 

vital t o successful consolidation . 

Much of t he development in To ronto finance is traced 

by Masters (1947& Ch.4) t o the 1860's and the railway boom. 

In 1866 the Roya l Canadian Bank was established and Tor onto 

elite Willi am McMaster purchased the old Bank of Canada 

charter f r om Ca yley to establish the Bank of Co~~erce in the 

same period. The growing strength of the Bank of Montreal 

and its increasing association with government led to the 

government transferring its account t o it from the Bank of 

Upper Canada. This caused alarm in the Toronto circle that 
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a policy of monetary constr iction would foll ow, i njuring 

Tor ont o's t rade and drai n i ng away depos its t o service 

Montreal interes t s. This would have l ed to los s of Tor ont o's 

financial hegemony over its own growing sphere of infl uence. 

Indeed, Montreal was blamed when t he Bank of Upper Canada 

fai led in 1866 (.70). 

But it was clear , despi t e weaknesses in t he Upper 

Canadian banks, wi t h the ir dep end ence on l and and r a ilways, 

that an i ndep endent capital base was being built i n Toronto ~­

pri vate banks and bui ldi ng and l oan societi es i noluding t he 

Canada Permanent had arisen ; a number of exchanges had been 

established, i ncluding the Tor onto Exchange in 1855 and t he 

Pr oduc e Merc ha n t s in 1866 ( t here were 35 Toronto -based 

brokers in 1860, ranging f rom stocks t o p roduc e). 

Diversified and sizeable manufacturing conc erns began 

t o cluster around the northern shor e of Lake Ontari o and i n 

s out h-west On t ario by t he sixti es, including two c ompani e s __ 

of future national i mportance, the implement p r oduc e rs Massey 

and Harris. To r onto conc entrat ed attention on building a 

network of r ailways into t he north under t he a uspic es of bot h 

old and new Toronto elites. Indeed, Ke r r (1967) argues that 

it was Tor onto's a ttention to nor thern mining, b egi nning wi t h 

the establis hment of t r ansportation and financial infr astruc­

ture. and Montreal's ignoring of it, which fo r med part of 

the basis for the shift towards Tor onto as a metr opolis at 

the expense of Montreal later. The initial advantages of 



78. 

these transportation links, and eventually, other facilities 

and techniques, "evolved interrelationships between the 

Shield and Toronto which have had a profound influence on 

subsequent developments." (,542 ) , including the prominence . 
of the Toronto financial market. As well, the northern 

developments aided the steel industry, by stimulating demand 

and by providing access to more distant ores. Kilbourn 

(1960, 56) observes I 

"It was also significant for all Ontario steel­
finishing companies that Toronto wholesalers and 
financiers snatched the chance to deve lop the 
mining and forest wealth of Northern Ontario from 
right under Montreal's nose." 

In short, by 1875, the basis of expansion and the 

unified elite initiative to lead it were present. Railways 

assured penetration of the northern hinterland, and connec-

tions to the east and west, although not initiated by Toronto, 

were taken advantage of. And manufacturing was now large 

enough to support steel supply from a Canadian industry. 

In the 1870 decade, rivalry between Toronto and 

Montreal became more acute with the unsuccessful Toronto 

attempt to capture control of the C. P. railway project. But 

the attempt was formidable enough to create some government 

embarrassment and prompt reorganization of the company to 

include representatives from both rival groups. Toronto's 

push for more power was also evident in the struggle over the 

new banking legislation of 1870. That struggle saw Hincks 

replace Rose as finance minister before it was resolved to 
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Ontario satisfaction (Masters 1947' 119 ) , and the new legis­

lation allowed the development of more broadly based opera­

tions, with the potential of taking some power away fro m 

the Bank of Montreal. The increasing political power of the 

Toronto elites in the seventies was reflected in t he presence 

of Toronto's William McMaste r as chairman of the Senate 

committee on banking, from which was staged a struggle between 

Mcnfuste r and King, support of the Hincks l egis lation by 

McMaster, and a s his reward, government support for his Bank 

of Commerc e bill which permitted increased capita lization 

and absorp tion of the Gore Bank (.120). Thus t he Ontario 

powers, while not always able to snatch all advantages away 

from Montreal, revealed themselves as a force demanding and 

receiving some concessions. 

By the 1880's, Tor onto had "come of age" -- the Bank of 

Commerce was second in assets only to the Bank of Montreal 

in all of Canada, and Toronto, with control of its own 

marketing, manufacturing and banking facilities, stood on 

the verge of metropolitan status ( :165 ) . Toronto's institu­

tions acted as a drawing force for power, and Hamilton fell 

behind, remaining to this day, as Kerr (1967. 552 ) notes, a 

relatively specialized industrial node in the metropolitan 

system. Thus only Montreal was more dominant, and the str uggle 

between Tor onto and Montreal eventually became modified to one 

of joint endeavours. The Tor onto -Montreal rivalry had already 

been somewhat transcended by the increasing mingling of the 
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two elites as they came together,as a new national class, in 

projects of mutual benefit and interest. Such was t he case 

f or t he Ste lco merger, where the Tor onto interests me t 

Montreal on equal terms, as will be shown. Indeed the stee l 

merger is important f r om t his standpoint as well- - it signal­

led the beginning of a high degree of urban interaction bet­

ween the two c entres, s o that by the present, their financia l 

and corporate communities had become intimately re lated. 

Kerr (1967' 548) views thes e two centres as in many respects 

functioning as one unit "a single dispersed city" or a joint 

metropolis. 

3. The Creation of Ste lco 

Each of the five const i tuent companies of t he merger, 

the Montreal Rolling Mills, and the Ontario compani es Hamilton 

Stee l and Iron, Dominion Wire and Manufacturing , Canada Screw 

Co., and Canada Bolt and Nut, were all products of previous 

amalgamations and/or takeovers by local Canadian elites. 

In Ontar io, much of the early beginnings which fore­

shadowed the merger were initiated by Americans but Canadians 

came to dominate them. Charles triilcox (an American and graduate 

of Yale) joined as company secretary a gr oup of his Ohi o 

friends, now successful Cleveland businessmen, who migrated 

north in response to the National Policy's tariff protection 

t o set up the Ontario Rolling Mills in Hamilton in 1879. Their 

business revolved at first around railway equipment demand 
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(Kilbourn* 1960, Ch.3). A group of New Yo r k capitalists 

responded to the city of Hamilton's generous offer of cash 

and land grants in 1893 and formed the Hamilton Blast Furnace 

Co., but after initial difficulties it was reorganized, and 

its subsequent ma jor stockholders were prominent Hamiltonians 

including the publisher William Southam, Senator Alexander 

Wood, in wholesale hardware and the Liberal government, and 

John ~li lne, a foundryman who used the company's pig iron 

(,48- 49 ) . Senator Wood undoubtedly had a hand in persuading 

the Cabinet in 1898 to grant the company bounties on produc-

tion made from foreign ore even though the provision had been 

intended t o stimulate use of domestic ore (the company found 

domestic ore too "lean" in iron content ). They dug out from 

under further financia l difficulties through a large personal 

loan from George Gpoderham, the Toronto banker and distiller, 

a member of the now~established newer Toronto elite and a 

friend of some of the company's organizers. The steel plant 

still not completed, their problems of capitalization and 

the Ontario Rolling lVIills' problems with importing raw steel 

were mutually resolved in an amalgamation, in 1899, as the 

Hamilton Steel and Iron Co., under the presidency of Wilcox (&)0). 

Other developments were advanced mainly by Canadians. 

*William Kilbourn, a McMaster University history 
professor, wrote the history of Stelco with the company's 
sponsorship and co-operation. He had access to the company's 
archives and personnel, whom he interviewed. His account is 
considered authoritative, although it is journalistic in 
tone. 
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become a director of the Montreal Rolling Mills ), through 
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his position inherited from his father, was able i n 1868 t o 

establish a bolt company in Perth, Ontario, whic h he late r 

moved t o Swanse a (now part of Toronto ) . The company, although 

functioning in an unstab le business environment and s uffering 

a series of management and name changes, became Canada' s 

largest railway track bolt producer (141)3. 

In Dundas in 1866, a screw company was se t up , t o be 

later taken ov er by Cyrus Birge of Hamilton and Charles 

Alexander , his Ame r ican partner. B· rge, according t o Acheson 

(19731 71), was the s on of a f arme r and had his beginnings 

in service with the Great ~vestern Railway, a rare example of 

upward mobi lity for t he "native - bor n of humble origins and 

limited training. " 

Francis Whitton, a U. S. -trained English entrep reneur, 

founded the Ontari o Tack Co. in 1885 and became , according to 

Kilbourn (19601 43) "an important outlet for the Ontario 

Rolling Mi lls, and Charles viilcox and the other Ohio men 

were on its board of director s from t he beginning. " Thi s 

company emerged from the ups and downs of the highiy competi­

tive tack business a s dominant, after buying out three rivals, 

and was later united with Birge's Canada Screw Co. in 1907 

under Birge's company's name. 

The last of t he Ontario interests to become a Stelc o 

predecessor company was a hodge-podge of finishing companies 
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thrown together in 1910 as Canada Bolt and Nut by Lloyd 

Harris. Harris, unlike Birge, came from a family well 

established in local circles- - his grandfather had founded 

a saw mill in Brantford, and his father the Harris Company, 

one of the two dominant agricultural implement manufacturers 

whi ch were later joined as Massey Harr is Co. H?~rrls - . . had 

also been involved in a fi r m of bankers and financial agents, 

H. Cook & Co., and in Ham 'lton Trust Co. Lloyd Harris was 

president of a Brantford company making implement and c ar­

riage fastners and of the Brantford Board of Trade i n 1903. 

He also became a director of a number of companies inc l uding 

Manufac turers Life, of which he was a vice - pres ident. 4 Shortly 

before the events which initiated the Stelco merger, he began 

acquiring companies to form a network of finishing plants - -

r olling mills in Belleville and Toronto, a forgings plant in 

Gananoque , the Swans ea bolt company originally f ormed by 

Allan. They were amalgamated in 1910 with a 300% increase 

in capitali zation, an assortment of unrelated plants, some 

nearly obsolete, which made Harri s anxious to consolidate 

with stronger plants. 

Thus it came about that early in 1910, Wilcox, Birge 

and Whitton, and Harris b egan working out a three-way merger. 

Kilbourn (1960, 59 ) points out that the merger was in part 

directed agains t their rival, Montreal Rolling Mills, with 

the possibility of outrivallingit for Western and Ontario 

markets, and with the primary steel mill as its heart, could 
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gain a foothold in Quebec and the Maritimes. 

Meanwhile, a series of developments i n Montreal was 

propelling the MRM towards the Ontari o interests and the form 

Stelco was to take. 

Kilbourn (1960) describes the beginnings of the 

Montrea l Roll ' ng Mills as follows . 

"On May 8, 1868 .•• a number of gentlemen arrived 
at the offices of Morl and and Watson, the Montr eal 
wholesale hardware merchants ••• for the purpose of 
reading the charter of a public corporation ••. t o be 
called the Montreal Rolling Mi lls Company." (:19) 

Morland was a Scottish- Canadian who took into his firm 

at a young age , according to biographical sources ,5 William 

McMaste r who was, ac cording t o Kilbourn (a23) a distant 

relative of the famous older Toronto Scot of the same name , 

the founder of the Bank of Commerce . McMaste r rose through 

various positions of responsibility and was transferred to 

the Montrea l Rolling Mills from Morland's firm, where he ros e 

from salesman to managing director in 1888; his son Ross was 

t o become a future Stelco president, and his grandson, David 

Ross McMaster , sits at present as a director on the Stelco 

board. 

Other s present at the fo rmation of the Montreal Rolling 

Mills were William Mols on, active in the Champlain and Grand 

Trunk railways, president of Molson's Bank, descendant of the 

famous brewing family; and Peter Redpath, who with his father 

founded Redpath Sugar and was a di rector of Montreal Telegraph, 

Intercolonial Coal, Canadian Sugar Refinery and the Bank of 

Montreal. 6 
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Morland and Watson, who imported iron, found their 

hardware lines rising in price and becoming difficult t o 

procure in large quantities during the period of the railway 

boom and the American Civil War. They were already involved 

in the rolling mills built in the 1860's by ~~nsfield Holland 

on the Lachine Canal. Their competitors were the Pillow­

Hersey firm and Peck's Victoria Iron Works. The I~M was estab­

lished to attract greater participation and capital from 

established elites, and to buyout and expand Holland's nail 

and spike factory. Credi t for the purchase of British iron 

was extended by the Bank of Montreal (122 ) , undoubteldy using 

Redpath's influence. The company expanded into a variety of 

small product lines and in 1881, became Canada 's first manu­

facturer of iron pipe. The post of managing director of the 

new firm was first filled by Morland's partner Watson, and 

then by William McMaster who by the turn of the century was 

a trusted member of the elite and sat on the boards of several 

industrial concerns including Dominion Steel Corp., the then­

dominant steel company who supplied them steel, and was als o 

a director of Dominion Coal, which was later to be merged 

with Dominion Steel.? During this time the ~~M bought out 

Pillow-Hersey (in 190) ) and Hodgson Iron (in 1906 ) (Donald, 

19151 Ch. 10) , giving them pipe and wire-nail facilities of 

their competitors, and leaving only Peck's as a weak competitor, 

soon to be left behind as it had not converted to steam 

(Kilbourn 1960 1 29 ) . Thus,by the turn of the century the MRM 
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was the l argest and most varied of the Montreal finishing 

industries with McMaster well established and with a new 

influential banker as president, Sir Edward Clouston (,29 ) . 

Clouston, who was also president of the Bank of 

Nlontreal and a vice - president of Royal Trust, was als o director 

of a number of railway and other industrial companies as wel l 

as financia l institutions. Son of James S. Clouston of the 

Hudson's Bay Company, he began his career in the same firm 

and then moved to the Bank of Montrea"l where he rose through 

its ranks from junior clerk. Well - connected, Clouston was 

t o playa role in bringing the Montreal financial forces into 

8 the Stelco merger. 

The op ening of the West and the Ontario North began 

to pose threats as the centre of industry slowly shifted to 

Ontario; competition in har dware and pipe was severe despite 

attempts by trade associations to fix prices and production ; 

the u .S. Steel trust had come t o dominate American industry 

and presented both threat and example. The MR lYl directo r s saw 

that the future lay in combination, a pattern which had 

already been set by the Canadian financial elite . So far, 

Montreal Rolling Mills had done well, increasing their sales 

twenty-fold between 1869 and 1909, but a s Kilbourn observes, 

"The busines s owed its success to the possession 
of sufficient capital from the beginning and to 
the continuing confidence and participation in its 
affairs of leaders of the ~~ntreal banking and 
mercantile community." ('32 ) . 



87. 

The Montreal Rolling Mills, a creation of finance capitalists, 

was about to provide the means whereby these capitalists 

could create a truly integrated steel empire. By making the 

first move, McMaster ensured the establishment of the first 

stage in the creation of a dominant central Canadian empire . 

According to Kilbourn (:57 ) , McMaster saw that the possibility 

for gain had to be realized immediately, before technological 

change would have to be considered, i n order to solve the 

steel supply problem, and before concentration advanced to 

the point where holding out would be disastrous. As well, 

McMaster had been giving attention t o a new company whic h he 

later headed, C.I.L . When he heard of the three-way merge r 

in Ontario, he decided the time was ripe , and approached 

Dominion Steel. Plummer, Dominion's president , refused his 

offer , apparently because his company was convinced a steel 

and coal merger ( rather than one of stee l production and 

finishing ) was more advantageous . Moreover , the stee l 

company was preoccupied with its lawsuit with Domini on Coal 

(which was later to become merged with Dominion Steel ) . 

Plummer was also connected with the Bank of Commerce (as VP 

and former general manager ) , whereas the MRM "was by personal 

and busin es s connection attached to the Bank of Montreal." 

(,61 ) . It was the Bank of Montreal'~ Clouston who then sug­

gested that McMaster approach the young financier, ~~x Aitken 

(later Lord Beaverbrook ) , who had just emerged triumphant 

from the gigantic Canada Cement merger. It is significant 
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to the development of Stelco that McMaster's decision brought 

the MRM in to the merging groups. since it was this company 

which attracted Aitken. In April, 1910, Aitken purchased 

the company and covered himself with a $4 million loan from 

Parr's Bank in England. The stage was set, both for the 

financial success of Stelco's capitalization and for Aitken's 

involvement, by the climate in which Aitken developed his 

formidable talents. 

Aitken was one of those few of a rare breed who arose 

from less than upper class beginnings (he was the son of a 

New Brunswick minister ) to dazzle the established powers 

through a series of rapid and brilliant financia l maneuvres 

which earned quick recognition and entry into the inner 

circle . Aitken began his career as a law apprentice . Assis­

tant at age 22 to John F. Stairs, a Halifax financier and 

president of Nova Scotia Steel Co., Aitken helped .Stairs re­

organize that company and was rewarded by being set up by 

Stairs and other leading Halifax businessmen as managing. 

director of a new firm, Royal Securities Corp. Aitken moved 

its headquarters to Montreal and became a millionaire organiz­

ing street railways and utility companies in the British West 

Indies, where his Maritime friends were we ll connected, and 

in Alberta, where R. B. Bennett, future prime minister of 

Canada, a New Brunswicker and personal friend of Aitken's, 

had become an influential lawyer (:66-67). Another friend 

of Aitken's als o dating from the time when he was a law clerk 

in the same office as Bennett, was James Dunn, also at that 
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time a clerk and destined to become the mercurial head of 

Algoma Steel (N e\~lan 1965, 104 ) . All three had been given 

early rec ogniti on and contacts. 

Aitken was responsible for promoting three of the 41 

industrial mergers created between 1901 and 19111 Canadian 

Car and Foundry, Canada Cement (after whi ch he earned the 

enmity of Sir Sandford Fleming and an unsuccessful campaign 

waged by Fleming against him ) , and finally, Stelco. His two 

mos t important connections in the world of high finance were 

Clouston ( who advised him to go to England for loan capital 

to purchase the MRM , suspecting trouble from Fleming and 

his connections ) , and Sir Ian Hamilton Benn , a partner "in one 

of the most powerful financial houses in the City of London" 

England , and a member of Parliament at the specia l reques t 

of Joseph Chamberlain. It was the contact with Benn whi ch 

was t o prove valuable in marketing the bonds of the newly 

created Stelco (Kilbourn 19601 62 - 69 ) . 

Industrial bonds and shares sold to a wide public were 

relatively new at thatume, and even in England investors had 

tended to favour Canadian government or transportation bonds 

(for obvious reasons -- both were backed by the Canadian 

government and the established elite, while up to this time, 

other types of industrials were high-risk low- capital ventures). 

Previous groundwork for successful marketing of industrial 

securities in Canada had already been laid by E. R. Wood, a 

Toronto bond dealer (Dominion Securities ) , who undertook 
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pioneering work in the sale of industrial bonds to the ordi­

nary public, thereby making possible "hitherto untapped 

capital," as Kilbourn (16.5 ) puts it -- that is, the wide dis­

persion of stock- holdings, the "socialization" of the capital­

accumulation process. By 1911 "thousands" of people had 

become shareholders in Canadian mergers (;6.5 ) . Wood's con­

nections with the financial world included Senator Cox of 

Canada Life and Sir Edmund Walker of the Canadi an Bank of 

Commerce (:6.5). Later, he, Henry Pellatt, and Aitken bought 

out Dominion Coal after settlement of its legal battle with 

Dominion Iron and Steel and sold it to their holding company, 

Dominion Steel, thereby enlarging the already dominant com­

pany and creating rumours of a possible three-way merger bet­

ween the newly merged Stelco, Algoma, and Dominion Steel (:8]). 

Thus it was the investment bankers and securities dealers and 

promoters such as Wood and Aitken who made possible the con­

centration of industry by acting as nodes in the chain of 

interconnections, bringing previous rivals together and aiding 

in the continuing process of ever-widening avenues for capital 

accumulation. 9 

Such was the case when Aitken acted as intermediary 

to bring the Ontario and Montreal rivals together. Those 

who "really counted" according to Kilbourn (171) in the 

merger negotiations were the Montreal Rolling Mills, now 

owned by Aitken and headed up by Herbert Holt, president of 

the Royal Bank and participant in Aitken's Royal Securities 



91 

(:72); and Hamilton Steel and Iron, headed by Charles Wilcox 

and his VP and general manager , Robert Hobson. Behind them 

were the Toronto financiers, W. D. Matthews and Sir Edmund 

Osler, both large shareholders in the company and involved 

in the world of high finance . Matthews , a grain merchant , 

was vice - president of the Dominion Bank as well as a CPR 

di rec tor ; Osler was president of the same bank and "at that 

t ime the leading figure i n the Toronto financial world .•• 

powerful and much respected" (,72). Thes e p eople were member s 

of t he financial e lite; but the other p r otagonists in the 

merger negotiations als o had financia l contacts. 

Cyrus Birge of the Canada Sc rew Co. was by then 

" extremely old and enormously wealthy" (,72), a fo rme r pre-

sident of the Canadian Manufacturers Association and had 

b een an "influential member of the p ressure group for tariff 

reform" (:42); his directorships included Sovereign Fire 

Assurance Co. and the Hamilton Bank , and he was a p romoter 
10 of Mercanti le Trust. 

Lloyd Harris, in addition to his inherited elite con-

nections and involvement in financia l institutions, was a 

Liberal M.P. in the 1908 House of Commons. 

Even Wilcox, an American and not bor n into t he upper 

class, was t hr ough his presidency of Hamilton Steel and Iron 

connected by directorships to the Traders Bank, Crown Life, 

Royal Bank, and National Trust, a formidable array of finan­

" 1 d" t h" 11 Cla lrec ors l pS. 



The three important s hareholders of the original 

Hamilton Blas t Furnace Co. which later became Hami lton Steel 

and Iron, Senator Alexander If/ood, William Southam , and John 

Mi lne, were no less well connected with financial institu­

tions , although al l local Hamilton elites. 12 

The outcome of the merger negotiations gives an ind i ­

cation of relative power and importanc e t o the new company 

and its interes ts. Wilcox and Hobson of Hamilton St ee l and 

Iron, one of the two main groups , wouid be president and 

general manager respectively ; voting contro l would rest with 

the Hamilton people, since it was this company whic h rep­

resented the nucleus of the new integrated stee l company, 

supplying the primary steel product . Birge of Canada Screw 

was t o be an inactive vice -president, but his partner, Charle s 

Alexander, would go on the new board. Harris of Canada Bol t 

had no managerial r ole but a place on the board. Dominion 

Hire ( represented by the Farrell interests , connected with 

u . S. Steel ) were on the sidelines, having thrown in the ir lot 

when they saw tha t the creation of a f ully integrated plant 

in central Canada precluded any further attempts by the U.S. 

giant to enter Canada, and the finishing facilities provided 

by Dominion VJire would be useless. Milne , Southam, and 

Matthews (later joined by Osler) were all plac€d on the new 

board, as was Senator William Gibs on, president of the Bank 

of Hamilton. The Montreal group was represented on the board 

by Herbert Holt and Sir Ian Hamilton Benn, but Aitken did not 



choose to join it, which was his usual policy. Instead, 

Aitken took the valuation price of the Montrea l Rolling 

Mills (whic h had been under-priced and permitted him to 

withdraw a million dollars cash out of the new company ) , 

ordinary shares , and $4 million in senior securities. l ) 
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Aitken also would earn commission on the sale of the bonds, 

whose price would depend on the "good reputation" of the new 

company (as established by the efforts of Aitken and Benn in 

England and Osler in Toronto in selling the bonds ) (s umma­

rized from Kilbourn 1960. Ch. 5-6). 

Aitken put Wilcox and Hobson in cha rge of the Hamilton 

operations and vVilliam McIV'.aster's son Ross in charge of the 

Montrea l operation, each responsible for the operation and 

integration of the plants. Kilbourn points out that of 

significance in the Stelco merger was the fact that those in 

charge of administration were industrialists experienced in 

steel. 

"The founders of the company avoided the fairly 
common practice of choosing as the head of a new 
merger a banker or broker president .... It ended 
the ancient custom, which had played its part in 
the growth of the Montreal Rolling Mills, of 
reserving the company presidency for a member of 
the old Montreal commercial aristocracy." (,85 ) . 

The question remains, however, a s to whai this deve-

lopment indicated--did it indeed foreshadow the decline of 

the financial element and the ascendancy of the inside manager? 

Evidence both from the history of Canadian, as well as American 

business, centering around the so-called "managerial revolution" 
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thesis appears to refute such a possibility. It is more 

likely that with the increasing concentration and size of 

industry that "insiders" fully conversant with the intricacies 

of their particular industry be left in charge of day-to-day 

affairs and that the "management" of the company extends 

beyond it to those of the financial oligarchy directly and 

indirectly invo l ved. Evidence wi ll be presented in the fol­

lowing sections of this chapter t o show that , in fact , finan­

cial interests have had remarkable continuity of representa­

tion on the Stelco board and that the "insiders" have tended 

to come through the ranks of the company and to be ful ly 

steeped in its operations but being l ess influential i n the 

financial sphere. 

Kilbourn suggests that the" insiders" t.vilcox and 

Hobson were influential within their sphere of competence. 

Wilcox, he points out, was neither wealthy nor a large share­

holder, but, with Hobson's backing, was "clearly master in 

his own house" (:89). For example, when Holt and Benn re­

signed in 1910 over a financial policy dispute with Wilcox , 

Max Aitken by now a British politician) suggested from London 

that he was entitled due to the corporate interest of Royal 

Securities Corp. to name a representative to the board but 

the person was re jected by Wilcox as unsuitable. Wilcox 

suggested that he would "urge the board to consider" only 

someone of "sufficient distinction and usefulness" - -Aitken 

concurred in his suggestion of Francis Whitton, the company's 
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assistant general manager, and Sir Edmund Osler (190 ) . 

Hobson as well was respected both locally and in North 

American steel circles, but it did not hurt his reputation 

to have as his father-in-law Senator Wood (188 ) , or as a 

close friend the tlinister of Finance, Sir Thomas White, later 

a Stelco director (:114). The point is that each man was 

given a free rein to build up the company and to establish 

useful contacts, neither of whic h would have made them power­

ful in their own right but only in connection with the inte­

rests they served. 

The preceding detailed discussion of the merger which 

created Stelco now makes it possible to address , by way of 

summarizing, the questions raised at the beginning of this 

chapter. It is clear that the forces paramount in the crea­

tion of Stelco were financial and mercantile ones, either 

directly desc ended from - the mercantile-- interests or emerging 

from the conditions created by their dominance historically. 

They were brought together, in the case of Stelco, both by 

existing trends propelling them towards more concentration 

in order to remain in the mainstream of Canadian developments 

and by specific needs which were to be mutually satisfied 

through the new company: steel supply and steel finishing, 

or the need for power and the vehicle through which it could 

be fostered. 

The effects of this activity may be analysed both in 

terms of what avenues were created for the fusion of Canadian 

elite power and also, through that, in terms of what it demon-
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strates about the nature of such power. 

The dominant Canadian forces of the day were brought 

together primarily out of their involvement in the railway 

era and " spin- offs" from that activity; once brought together, 

their activity merged not only former company rivals but als o 

former metropolitan rivals, the Toronto and Montreal elites, 

thus contributing to the rise of a powerful joint metropolis. 

The Canadian elite was thereby strengthened geographically. 

Further, not only did their activity rationalize production 

and profit-making through horizontal and vertical integration 

creating the basis for future expansion and the possibility 

of attracting even larger aggregations of capital, but it 

created the basis for the continuing alliance between stee l 

and finance . Steel, a dynamic new industrial force, had high 

growth potential which would mean a safe and expanding outlet 

for investment- seeking capital under the control of the in­

digenous elite, and in turn created for steel a strong basis 

for autonomy from foreign control. 

Although it is true that at that time, Stelco was the 

only Canadian-formed company (Dofasc o was established about 

1912 by the American Sherman family, and both Dominion Steel 

and Algoma were originally American creations), yet, as 

Kilbourn (1960) points out, Stelco's was one of the largest 

Canadian industrial bond issues floated in Britain, but both 

Algoma and Dominion Steel were also floating issues of a 

similar size in London and Nova Scotia Steel a smaller one, 
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signalled in the period 1909-1911, "a significant shift away 

from American ownership and control in the Canadian steel in-

dustry towards British ownership and Canadian control." (:80). 

Moreover , since this represented portfolio and not di rect 

investment, once the debt was discharged, the Canadian inte-

rests could ~eign supreme on their own turf. Indeed, the 

strength of these interests in Canadian steel even during this 

early period can be gauged from the fact that but for public 

opinion turning against mergers and Ross McMaster·s desire, 

a s president of Stelco during the 1920·s, to avoid heavy debt 

or relinquish power to a larger entity, there were two 

moments in the 1910 and 1920 decades when a giant steel trust 

could have been created by Canadian financiers. The first 

instance was when Aitken, Wood and Pellatt bought out Dominion 

Coal, and the second when Holt, the notorious banker- promoter, 

and J. H. Gundy, the securities dealer, began t o reorganize 

the Nova Scotia Steel and Dominion Steel merger called Besc o 

as Dosco. In both instances, rumours in the main financial 

centres of Canada aros e that a three-way merger between Algoma, 

Stelco and Doseo was in the offing . 14 It is unimportant here 

that such a merger did not transpire--the important point is 

that the possibility had been created by the dominance of 

the indigenous C~nadian elite operating from a strong finan­

cial base extended into an important industry. 

It is also significant that much later, the British 

Hawker-Siddeley interests abandoned Doseo and Algoma to 
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Canadian interests, even though the fact that both companies' 

control was "handed back and forth between financial groups" 

as Park and Park (1973: Ill) put it, indicates that the 

Canadian financial interests internationally were not the 

strongest. It is probably safe to say, however, that when 

the Dunn estate was liquidated, the Hawker Siddeley interests 

could not have operated without the co-operation of the 

McIntyre Porcupine and Canadian bank interests in Algoma. 

Although Mannesmann of West Germany was for a while the 

dominant interest in Algoma, control passed in the 1970's to 

the CP group.15 Dosco by then passed to the control of the 

Quebec government as Sidbec-Dosco and to the Nova Scotia 

government as Sysco, which appears to have been left with 

the most obsolete plant and an open invitation for the entry 

of an international consortium to develop new plant for export.
16 

But in the meanwhile, dominance in steel had passed to central 

Canada, and all three steel producers there are solidly 

within the Canadian financial orbit, as will be shown in the 

discussion on institutional shareholding later in this chapter. 

The immediate impact of the merger movement in the 

steel industries during the early part of the century was to 

create a tightly interconnected body of companies. In 1912, 

of the 12 new steel-producing, steel-processing and related 

companies, all were interlocked with heads of at least one 

other dominant company in the same list, the most highly 

interlocked being Canada Car and Foundry (eight interlocks), 
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Canada Iron Corp. (four interlocks ) , Cockshutt Plow Co. 

( three interlocks ) , Dominion steel Corp. and Stelco (fiv e 

interlocks each ) . Of those who had been active ly involved in 

the Stelco creation, Aitken sat on the board of hi s other 

steel-related creation, Canada Car, along with his patron 

Benn , and Holt; Stelco's VP, Hobson sat on Cockshut t Plow's 

board (a steel using company ) , and Matthews sat on the board 

of Dominion Steel. Plummer , the head of the then-dominan t 

Dominion Stee l had n o other steel-related di rectors hips on 

this list. Nearly all of the 14 industrial-financial elites 

connected with these mergers linked a stee l producer t o a 

newly combined stee l - using company--for examp le, K. 'vv. Black­

well, president of Investment Trust Co . (the syndicate in­

volved in merging Montreal Steel Works with Ontario Iron t o 

form Canadian Steel Foundries ) linked Canada Car, Canadian 

Stee l Foundries, and Nova Scotia Steel; T. J . Drummon17 , whose 

family had been active in stee l s ince about t he 1850's linked 

Ca.l'lada Car, Canada Iron, Cockshutt, and Lake Superior Corp. 

(Algoma ) ; Sir H. Pe llatt, the Toronto financier, linked Stee l 

and Radiation t o Dominion Steel (Donald 19151 Table II: J46 ) . 

Thus the world of Canadian steel production and fabrication 

appeared to be even then a small one in terms of numbers of 

companies but l arge in size, and is even more conc entrated 

today. 

One of the immediate affects of this activi ty was the 

elimination of competition and the creation of a community of 
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complementary interests. As Donald (:282 ) noted, Stelco con­

trolle d nearly all of the large bolt, nut and screw plants 

and over half the nail production; Nova Scotia Steel produced 

articles unique to it in Canada ; Cana da Iron put its pig-

iron production into car whee ls and pipes and had a natural 

monop oly due to the nature of its pig iron; Canadian Steel 

Foundries linked under its wing two steel-casting firms whose 

output went to the Car and Foundry Company; Steel and Radia­

tion Ltd. competed with none of the large iron and steel 

companies but mere ly used their raw materials for its specia­

lized line, as did Canada Locomotive and Cockshut t Plow in 

their areas of speciali zation. Stelco and Dominion Steel did 

compete in the wire and nail market, but the other competitor s 

were small. Dominion Steel was thought by Donald to possibly 

compete with Lake Superior (Algoma ) for rail business, but 

according to Kilbourn (1960 ) , Dosco (its predecessor) was 

narrowly speciali zed in railway supplies except rail whereas 

Alg oma produced only rail. Hence it is safe to say that 

overall, the integration and interd ep end e nce between these 

companies at the highest level represented an almost seamless 

whole running from raw materials and basic steel to finished 

products and fabrication. 

Moreover, and of particular significance here, each 

of these new steel-ind,ustrial combinations, created under the 

auspices of the dominant elite forces of the day, was linked 

not only with other ones, but with the financial institutions 
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through directorships held by the same people instrumental in 

their combination. Of the 14 elites lis ted by Donald (1915: 

280 ), the following had at least one bank and frequently a 

loan company di rectorship: T. J. Drummond, president of 

Canada Iron and of Lake Superior Cor p. ( and was related to 

G. E. Drummond, a Canada Iron, Canadian Car and Cockshutt 

director also with a bank directorship ); Stelco's Hobson, 

Birge, and Wilcox ; Holt the banker ; Stelco director the Hon. 

VJilliam Gibson and W. D. Matthews ; Benn the British financier ; 

James Redmond of Canada Car and Canada Locomotive ; Nova 

Scotia Steel's director the Hon. R. Jaffray; N. Curry of 

Rhodes Curry Car and Foundry, president of its merger, Cana­

dian Car ; and lastly, Sir William Mackenzie, the railway 

p~"'omoter. Both Mackenzi e and Sir Henry Pellatt, connected 

with steel or raw material companies, were connected als o 

with railway companies. In addition, other prominent figures 

such as H. M. Molson, H. M. Allan , Sir Vv. E. VanHorne, E. R. 

Wood, and Col. James Mason were connected with both banking 

and transportation companies. 

There can be no doubt that the net effect of the 

merger movement in steel was to create a chain of intercon­

nections among the financial, transportation, and steel 

corporations; more importantly for the present time, this 

intimate linkage has made possible the strengthening not only 

of the financial nexus as it has been everywhere monop oly 

capitalism reigns, but specifically for Canada, has served 
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to strengthen the indigenous Canadian elite in its tradi­

tional area of dominance, finance, from whence it emerged. 

II THE STEIC O BOARD AND THE PERVASIVE PRESENCE OF FINANCE 

1. The Continuity of Financial Interests, 1910-1972 

From the foregoing discussion, it wil l not come as 

surprising that the Stelc o board from its very beginning has 

brought together a number of fin a ncia l institutions through 

its directo r s --dire ctorships held both by "insider" (Stelco's 

officers ) and "outside rs " (directors whose principa l affi li ­

ation lies outside Stelco ). It could be argued, however (as 

Stelc o does in its submission to the Royal Commi s sion on 

Corporate Concentration ), that directorial interlocks are 

"inevitable " due to the small size of the Cana dian corporate 

community and that just because a director has a particular 

directorship does not mean that the company behind it has in­

fluence on the board. Stelco, in its statement, did allow 

that directors were invited to join boar ds because of their 

valuable expertise and contacts. Herein lies the crux of the 

matter--it is through the directorial interlock that co-ordi­

nation among corporations with mutual interests is achi eved. 

And it 1s also through directorships held on the boards of 

financial institutions that vital contact is maintained with 

those who control much of the capital accumulated. 

Although it cannot be denied that not all directorships 



103 .. 

held by outside directors are ~portant to a corporation which 

names a particular director to its board (they simply "come 

with the package") yet two pieces of evidence may be utilized 

to suggest whic h directorships are significant--first, the 

continuity in directorships held by Stelco insiders, and 

those whic h are heavily interlocked and whic h recur repeatedly 

over time. The key to sorting out the confusing maze of 

connections is the aspect of time. A longitudinal study of 

the Stelco board (or any corporate board ) is necessary 

because it highlights not only the regularity with which 

certain corporate names keep occurring regardless of changes 

in personnel, but also suggests any shifting allegiances and 

coali tions important at various historical periods. Such V-laS 

the purpose behind an exhaustive analysis of every director 

and directorship ever represented on the Stelco board since 

. t t· 18 l S crea lon. Due to the enormous quantity of data 

gathered, however, only thos e of obvious significance will 

be presented here. 

The data will be presented in three parts, the last 

of whic h will be reserve d for the next section of this 

chapter. First, an analysis will be made of all directors 

since 1910 who have had financial directorships, including 

those who were in the financial elite, and second, the finan-

cial institutions represented on the board by these directors 

will be analysed in terms of continuity of their presence on 

the board and the extent of their interlocking with Stelco 
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directors. The purpose of these analyses is t o establish how 

pervasive the presence of financial institutions has b een on 

the Stelco board since its inception. and also to establish 

which financial intere st groups appear to be prominent in the 

corporate life of Stelco. Then, in the next section on owner­

s hip, the financial institutions and directors will be 

analysed in terms of institutional shareholdings in Stelco. 

Between 1910 and 1975, there were approximately 277 

corporations represented on the Stelco board through other 

directorships held by Stelco di rectors. Of these, 70 (or 

25% of the total ) were on financial institutions. These 

financial directors hips were tightly interlocked. Of a total 

of 60 men who have sat on the Stelco board since 1910, 48 

of these held at least one financial directorship, and 25 

(a little over half of those with financial directorships) 

have held three or more. Altogether, 21 of the 60 di rectors 

were financial executives --that is. were principally affilia­

ted with one of the banking, trust, insurance, investment, 

or other type of financial institution. The following 

tables detail these directorships. 



TABLE 3- 1 

*FINANCIAL EXECUTIVES ON THE STELCO BOARD 1910-75 
(in order of t enure period on board ) 

No. of 
Fin . Dir- Director 
ships 

2 Lloyd Harris 

4 Hon. Wm. Gibson 

5 W. D. Matthews 

8 H. S. Holt 

Ste l co 
-Board 
Tenure 

1910-
1925 

1910-
1913 

1910-
1919 

1910-
1912 

Principal 
Affiliation 

Hamilton Trust 

( and Co-founder , 
Massey-Harris ) 

Pres. Bank of 
Hamilton 

( and railway 
contractor) 

financier and VP, 
Domini on Bank 

( 1934) Chm. , Royal 
Bank 

(1902) Pres., 
Sovereign Bank 
Pres., Mtl. Trust 

Other Financial 
Directorships 

Trust & Guarantee 
Manufacturers Life 

Canada Life 
Ham. Provident & Loan 

Mercantile Trust 

National Trust 
Confed. Life 
Canada Perm. Mort. 
Tor. Genl. Trusts 

Sun Life 
Imperial Life 
National Trust 
Permanent Insce. 
Cdn. Land Invest. 

*according to Newman (1975 z 102) heads of banks usually safeguard their 
power from over-zealous aspirants inside the bank hierarchy by appointing as non­
operating Vice Presidents outsiders who also act as direc tors . Such appears to be 
the case for Brown, Duggan, Mewburn and Foley , all of whom also have a second 
principal corporate affiliation. 
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No. of 
Fin. Dir- Director 
ships 

4 A. J. Brown, 
(K.C.) 

2 G. H. Duggan 

3 Sir Thos. White 

4 F. G. Osler 
(uncle to Glyn 
Osler) 

3 Maj.-Gen. Hon. 
S. C. Mewburn 

(K.C.) 

3 Glyn Osler (K.C.) 

1 . Geo. W. Spinney 

2 Louis L. Lang 

2 E. G. Baker 

Stelco 
Board 
Tenure 

1916-
1938 

1919-
1947 

1919-
1955 

1920-
1944 

1929-
1955 

1937-
1949 

1943-
1965 

1944·· 
1965 

1948 
1961 

Principal 
Affiliation 

law partner and 
VP, Royal Bank 
VP, Mtl. Trust 

Chm. , Dom. Bridge 
and VP, Royal Bank 

Chm., Cdn. Bank 
of Commerce 

Pres., Cda. Perm. 
Mort. & Cda. 
Perm. Trust 

law partner, and 
VP, Bank of Mtl. 

law partner , and 
Chm., Economic 
Invest. Trust 

Pres., Bank of 
Montreal ( till 1959) 

Pres., Mutual Life 
(later Chm., 1960's) 
and Pres., Lang 
Tanning Co. 

Ch., Cda. Life 

other Financial 
Directorships 

Canada Trust 
Mtl . City & 
District Savings 

Montreal Trust 

VP, Nat. Trust 
Canada Life 

VP, Mfrs. Life 
Dominion Bank 

Mutual Life 
Royal Trust 

Mutual Life 
Imperial Realty 

no info. 

Waterloo Trust 

National Trust 
I~ 

o 
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No. of 
Fin. Dir- Director 
Ships 

4 R. A. Laidlaw 

5 G. R. Ball 

3 H. S. Foley 

6 H. Greville Smith 

Stelco 
Board 
Tenure 

1952-
1968 

1954-
1959 

1904-
1968 

1959-
1974 

(deceased) 

Principal 
Affiliation 

Chm. , Nat. Trust 
and Sec. - Tres • , 
Laidlaw Lumber 

Pres. J Bank of 
Montreal 

Vp, Bank of Mt. 
(since 1965) 
V-Chm. Mac Millan-
Bloedel (1960) 

Pres. , Cdn. Intl. 
Invest. Trust 
(sinc e 1960's) 

Other Financial 
Directorships 

VP , Cda. Life 
Bank of Mtl. 
Central Cda. Invest. 

VP , Royal Trust , 
Sun Life , Roy. Trust 
Realty, Royal/Liverpool 
Insce. Grp. 

B. of Mtl. Calif. 
Great-West Life 

Previous Chm., 
Brinco 

Bank of Montreal, 
Royal Trust 
Royal Insce. Grp. 
Royal/Ldn. & Lancashire Grp. 
W. /Brit. Amer. Grp. 

6 G. Arnold Hart 1959- Chm., Bank of 
1969* Montreal 

(since 1959) 

Chm., Bank of Ldn. & Mtl. 
Canadian Fund 
Cdn. Inv. Fund 
Sun Life, Royal/Ldn. & 
Lan. W/Brit. Amer. 

*Hart resigned at the beginning of 1970 due to changes in the Bank Act. 
Stelco's J. P. Gordon was named to the board to replace him (and later became a 
Bank of Montreal director). 
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No. of 
Fin. Dir- Director 
Ships 

4 J. Doug. Gibson 

3 A. M. Campbell 

4 K. A. White 

Total 21 

Stelco 
Board 
Tenure 

1968-
present 

1967-
present 

1974-
present 

Principal 
Affiliation 

Independent fin. 
consultant , banker, 
economist (now Chm., 
Consumers Gas) 

Chm., Sun Life 

Pres., Royal Trust 

Other Financial 
Directorships 

Imperial Life 
National Trust 
Cdn. Reinsce. 

Royal Trust 
Royal Trust Mort. 

BM-RT Realty Inv. 
Cdn. Leasebacks 
Commercial Union 
Assur. 

t-' 
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No. of 
Fin. Dir­
Ships 

4 

3 

3 

4 

7 

TABLE 3-2 

NON-FINANC IAL STELCO DIRECTORS 1910-1975 
WITH THREE OR MORE FINANCIAL DIRESTHORSHIPS 

Director 

Chas.S. Wilcox 

Cyrus A. Birge 

R. H. McMaster 
(son of Wm. 
McMaster of MRM) 

Rt. Hon . A.B. 
Purvis 

C. A. Dunning 

Stelco 
Board 
Tenure 

1910-1938 

1910-1929 

1914-1961 

1939-1941 

1940-1958 

Principal 
Affiliation 

Financial 
Directorships 

Chm., Stelco ( hea~of Royal Bank 
a Stelco predecessor National Trust 
co. Crown Life, Traders Bank 

Stelco dir. , head 
of a predecessor co. 

mgr. , Nit . 
Roll ing IVlills , 
pres. Stelco . 

Pres., C.I.L. 

Pres. , Ogilvie 
Flour Mills 

Hami lton Bank, Sovereign 
Fire Ins., Mercantile 
Trust 

Bank of Montreal 
Royal Trust 
Sun Life 

Bank of Montreal 
Sun l ife, Liverpool & 
Ldn. & Globe Insce 
Cdn. Invest. Fund 

Bank of Mtl . , Cdn. Invest. 
Fund, Globe Indemnity 
Liverpool-Manitoba Assur. 
Royal Trust 
Royal - Liverpool Ins. 
Sun Life 

t-' 
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No . of 
Fin. Dir- Director 
Ships 

6 W.K. Whiteford 

6 L. G. Rolland 

3 J. D. Campbell 

J D. R. McMaster 
( son of A.R.) 

Totals 9 

Stelco 
Board 
Tenure 

1950-1951 

1963-
present 

1965-1968 

1972-
present 

Principal 
Affiliation 

Chm •• BA Oil* 

Pres •• Rolland Paper 

Pres •• Cdn. 
Westinghouse 

law partner 
McMaster. 
Meighen . etc . 

Financial 
Directorships 

Bank of N.S. 
National Trust 
Canada Life 
Mercantile Trust 
Chartered Trust 
Mellon Na t. Bank 

Bank of Mtl. 
Roya l Trust 
Standard Life 
Cdn. Invest . Fund 
Canadian Fund 
Munich Reinsce. 

Tor. - Dom. Bank 
Royal Trus t 
Cdn. Bank of 

Comm. (1958-60) 

Bank of Montreal 
Royal Trust 
Standard Life 

*predecessor company of Gulf Oil Canada. J. McAfee of Gulf Canada sat on Stelco 
board 1973-1975 until his appointment t o Gulf U.S.A. McAfee had only one financial 
directorship. Bank of Nova Sco tia. However. over time. other Stelco direc tors 
have sat on the board of Gulf Canada and earlier. B.A. Oil. To be discussed in 
another chapter. 

I~ 
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Together, those of the economic elite who are finan­

cial executives and thos e of other corporations with finan­

cial directorships, establish important relationships between 

the financial institutions and industrial corporations. 

Financial executives representing financial institutions suc h 

as banks, through their seats on the Stelco board, create an 

avenue for input directly into the policy- and decision­

making organs of the corporation; their directorships als o 

allow the financial institution direct access to inside in­

formation on corporate operations, planning, and financial 

wellbeing, so vital to further decisions t o invest in that 

corporation or advance more credit. 

Similarly, directors from industrial corporations 

such as the Stelco officers who sit on the boards of financial 

institutions become better attuned to the financial climate in 

which they operate, although it is doubtful if they gain a s 

much information about the bank's operations as the banks do 

about theirs, for a s Newman (1975: 98 ) points out, bankers are 

a secretive lot. Nevertheless, as he also observes (IlIa ) , 

being named to the board of a bank marks the apex of corpo­

rate success for Canadian executives, and although boards 

have apparently never reversed important bank policy decisions, 

corporate directors bring impor~ant business as we ll as in­

formation, and an executive sitting on a bank board virtually 

guarantees that a loan will be forthcoming when his corpora-

ti on ne eds i t (I 115 ) . 
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The b ank directorship (along with ownership connec­

tions ) helps cement re lations among interest-group members, 

and bank directors "are drawn from the corporate clusters 

interconnected with each of the b anks." (,105 ) . In addition 

to producing companies, such clusters include, in the inner 

circle surrounding the bank, special relationships with t rust 

companies (,110 ) , including minority ownership ( t he Bank Act 

forbids a bank having more than a 10% interes t ) , and inte r ­

lock s with insurance companies (,105 ) . 

Both Newman (1975 ) and Park and Par k (1973 ) have 

gathered data for bank-trust-insurance interconnections which 

show a fairly stable p attern of interes t -group relations, as 

evid enced by interlocks between the late 1950's and the spring 

of 1975. These may be used as the basi s for assessing the 

continuity of fina ncial institution interlocks on the Stelco 

board f rom 1910. Newman notes (:119 ) that although bank 

business is competitive, banks appear not to a ctively "poa ch" 

on one another's corpor ate territory, since transitions made 

f rom corporate accounts with one bank to another are, when 

they do occur, gradual and usually based on personal f riend­

ship. Corporations, on the other hand, "sometimes play banks 

off against each other to get the best d~al possible," (1119 ) , 

resulting in the largest, a ggressive corporations often having 

directors on more than one bank board . Conversely, more than 

one b ank may influence an ins urance company as evidenced by 

the presence on the board of representatives of more than one 
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bank, indicating either that the insurance company is rela­

tively small and weak , and is open to the interpenetration of 

several banks, neither of whic h may be totally dominant; or, 

as in the case of the largest Cana dian insurance company, 

Sun Life , influence may be shared by two banks ( the two top 

banks, the Royal and the Montreal in t his cas e ) due to the 

dominance of the insurance company. Whatever the reas on, 

insurance companies do n ot fi t as neatly into a ir- tight 

interest group compartments in terms of interlocks a s do the 

trust companies. Park and Park for the late 1950's and 

Nevvman for the 1970's found the following re lationships. 

The Royal Trus t was within the Bank of Montreal orbit, 

as was Standard Life and Sun Life (r;ijontreal influence shared 

with Royal Bank). Newman als o found t wo interlocks each 

between Confederation Life and the Bank of Montreal and the 

Imperial - Commerce ; earlier, Park a nd Park found that the 

Toronto - Dominion , I mperial, Commerce, Royal and Montreal 

banks all interpe netrated Confederation, but the Imperial had 

more interlocking . Newman found two interlocks between Crown 

Life and the Montreal, but three between it and the Nova 

Scotia. Imperial Life now has two interlocks with the Montreal, 

and one each with the Imperial-Commerce and Nova Scotia; during 

the 1950's there were two interlocks each with the Commerce 

and Imperial Banks, and one with the T-D. 

Within the Royal Bank orbit during both periods is 

Montreal Trust. The Royal shares influence in Sun Life, as 
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noted, with t he Bank of Montreal, and in Canada Life, with 

the ImPerial- Commerce. Earlier, Park and Park found fiv e 

interlocks between Canada Life and the Bank of Nova Scotia, 

four between it and the Commerc e, and t wo each with the T-D 

and Royal. 

The Canadian Imperial Bank of Commerc e is and has 

been connected with the National Trus t, although earlier, 

there was some penetration by T- D and N.S . There is some 

interlocking between the Imperial-Corunerce and Sun Life, and 

influence in Manufacturers Life is shared with the T- D Bank . 

During the earlier period, Manufacturers interlocked only 

with the Commerce. As noted before, influence in Canada 

Life and Confederation Life is s hared with the Royal Bank 

and the Bank of Montreal respectively. 

The Toronto - Dominion Bank and Canada Permanent Tr ust 

are re l ated at present, and during the earlier period, the 

T-D had just b egun t o exert influence there . The only 

insurance company now in the T- D or bit is ~~nufacturers Life, 

although influence is, a s noted, shared with the Imperial ­

Commerc e. 

The Bank of Nova Scotia has some influence in Canada 

Permanent and has three interlocks with Cr own Life (compared 

to the Bank of Montreal's two ), and also is interlocked with 

Mutual Life. Park and Park reported earlier that Eastern 

Trust was influenced by the Nova Scotia. 19 
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Although it appears that coalitions have formed 

around life insurance companies and that spheres of interest 

have changed, relationships between banks and trust compa­

nies are stable enough to use as a basis for comparison 

with data gathered on the financial institutions represented 

on the Stelco board between 1910 and 1975. Bearing in mind 

that bank influence over insurance companies varies, insu­

rance interlocks represented through the Stelco board may 

be added to the main interes t groups and then compared when 

shifted to other groups, in order to determine where the 

dominant interest has been over time. Further weight may be 

added to this analysis by noting the institutional share­

holdings of t rus t companies and insurance companies as of 

19732°, although this information will be covered in detail 

in the next section. Unfortunately, no information was 

available on bank holdings in Stelco, so the shareholding 

information presented here is incomplete. 
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TABIE 3-3 

BANK INTEREST-GROUP CONTINUITY ON STELCO BOARD 

1910-1975 - DIRECTORIAL I NTERLOCKS 
*shared influence 

Bank of Montreal Interest-Group 

Institution 

Bank of Montreal 
Royal Trust 
Sun Life* (Royal Bank) 
Standard Life 
Imperial Life 

Total 

No. of 
Interlocks 

13 
10 

9 
2 
2 

3D 
(if other shared interests included:) 
Crown Life 
Confed. Life 

Dates on Board 

1910 to present 
1914 to present 
1910 to present 
1962 to present 
1910; 1968-present 

1910- 1919 
Potential Total 

1 

37 Total Potential Shareho1dings 

Royal Bank Interest- Group 

Royal Bank 
Montreal Trust 
Sun Life* (B of Mt.) 

Total 
(if other shared interests 

Canada Life 

Potential Total 

7 
6 

_ 2. 
22 

included: ) 

--2 
27 

1910-present 
1910-1963/4 ( 2 gaps) 
as noted 

1910-1973 (2 gaps) 

Potenti al Shareholdings 

1973 
Shareholdings 

unknown 
126,800 

61+,000 
27,350 
19,000 

11, 500 
26,250 

274,900 

unknown 
83,400 
64,000 

39,500 

186,900 
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Canadian Imperial Bank of Commerce Interest-Group 

Institution 
No. of 

Interlocks 

Imperial-Commerce 
National Trust 

Total 

(if other shared interests 
Manufacturers Life 
Canada Li fe 
Confederation Life 

Potential Tot. 

3 
6 

- 9-

includedl) 
3 
5 
1 

18 

Toronto-Dominion Bank Interest- Group 

T-D Bank 2 

Cda. Permanent Trust 1 
Total 3 

(if other shared interests includedr ) 
Manufacturers Life + Potential Total 

Bank of Nova Scotia Interest-Group 

Bank of N.S. 
Mutual Life 

Total 
(if other shared interests 
Canada Permanent 
Crown Life 

Potential Total 

3 
2 
5 

included s ) 
1 
1 

-7-

Dates on Board 

19l9-present ( 1 gap) 
1910-present ( 1 gap) 

19l0-present (1 gap) 
as noted 
as noted 

Potential Shareholdings 

(1913-1944 (Dom.Bank) 
(1953-1968 (T-D Bank) 
1920-1944 

as noted 
Potential Shareholdings 

1950::;1974 
1937-1963/4 

as noted 
as noted 
Potent ial Shareholdings 

1973 
Shareholdings 

unknown 
38,000 

80,000 
39,500 
26,222. 

183,750 

unknown 

85,500 

80,000 
165,500 

unknown 
30,000 

85,500 
11,500 

127,000 



Additional information on directors' interlocks for 

all financial institutions has already been summarized by 

director in Tables 1 and 2, and information on interlocks 

with directors who sit on the boards of other institutional 

shareholdings appears in Chapter 5. 
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There are several significant points whi ch are high­

lighted by the preceding table. First, all five dominant 

chartered banks have been represented on the Stelco board 

over time, although not all have been t o the same degree, 

either in terms of numbers of directors or time. 

Newman (:96) ranks the five top Cana dian chartered 

banks in order of asset size as f ollows : Royal Bank , Imperial­

Commerce, Bank of Montreal, Bank of Nova Scotia, Toronto­

Dominion Bank. This rank ordering corresponds with Clement's 

(1975: 400 ), as at year end 1971. Therefore, it is signifi­

cant for the case of Stelco that when the interest-groups 

centering around these five banks are arranged in descending 

order of importance in terms of numbers of interlocks, they 

do not correspond to relative size. Rather, their ordering 

appears to conform with a pattern suggesting that certain 

configurations of interests (namely Royal Bank and Bank of 

Montrea l groups) have remained a stable and more important 

source of influence in Stelco than others'. The second con­

clusion which may be drawn, thus, is that two bank interest 

groups have been dominant over time in terms of density of 

interlocks and continuity: these are, in order of their 
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dominance, the Bank of Montreal and the Royal Bank. It can 

be seen that even by rearranging insurance companies into 

other interest groups which may also influence them, the 

pattern still holds. The Imperial-C ommerce, Toronto -Dominion 

and Nova Scotia bru1ks are, in descending order , l es s per­

vasive a source of influence, especially when available 

institutional shareholding information is taken into account. 

The 1973 board, which was the board analysed inten­

sive ly a s a base - point in other chapters, also gives an 

indication of the extent a nd nature of interlocking at one 

p oint in time . The nucleus of the Bank of Montreal interest­

group is represented through interlocks on the 1973 bo ardi 

Royal Trus t (two directors ); Sun Life (two directors, includ­

ing Stelco's board chairman V. W. Scully ) , Standard Life ( two 

directors, including D. R. McMaster, whose predecessors back 

to Wi llia m McMaste r of the Montreal Rolling Mi lls have been 

connected with the Bank of Montreal ) ; and the Bank of 

Montreal (three direc tors, including D. R. IVIc l\~as ter a nd J. P. 

Gord on, Stelco' s president.) (The Montreal's president, G. A. 

Hart, had already res igned due to Bank Act change s ) . IViore ­

over, A. M. Campbell, the chairman of Sun Life, also sits on 

the board of Royal Trust, and of the t hree who sit on the 

board of the Bank of Montreal, D. R. Mc Master ru1d L. G. 

Rolland also sit on the board of Standard Life. Virtually 

every Stelco executive officer has sat on one or other of the 

Bank of IY!ontreal interest group boards since 1910 . 
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This extent of interlocking, and representation b y 

the entire nucleus, is not present for other interest-groups I 

although two Stelco dire ctors sit on the board of National 

Trust, and two others sit on the board of the I mperial­

Commerc e, no Stelco officer sits on either of these boards; 

two Stelco direc tors wh o s at on the board of the Bank of 

Nova Scotia, McAfee of Gulf Oil Canada, and Browne of Moore 

Co rporation, are both affiliated with companies who, accord­

ing to Newman ( 1975: 93 - 94), are corporate clients of the 

Bank of Nova Scotia, and n o othe r element of that interest 

group is represented. McAfee was on the Stelco board only 

for a brief period of time. 

The third point of signific anc e is that both the Bank 

of Montrea l and Royal Bank played a part in the early history 

of Stelco, and much of the concentration in the presence of 

the Royal occurs in the early period, when Sir Herbert Holt 

was involved with Aitk en and the Montrea l Rolling Mills, and 

was for a time a Stelco director. Both the Montreal a nd the 

Royal have ha d important connections with British capital, 

including the Royal's with the Beaverbrook (Aitken) interests 

(Park and Park 1973: 101 ) . (According to Naylor (1975al 98 ) , 

it was Aitken's acting as agent which allowed Royal Bank's 

predecessor bank to take over the Commercial Bank of Windsor 

in 1902 in 1911, complementarity in the Royal's and Montreal's 

operations prompted rumours of their merger ) . 

Thus, it can be concluded that the Bank of Montreal 
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( and to a lesser extent, the Royal Bank ) has been a histori­

cally important influence on Stelco's financial wellbeing 

and an important contact for Stelco with other interests. 

In Chapter 5, other interlocks over time between the Stelco 

board and other industrial companies will · also be analysed in 

terms of their linkages with these interest groups, and a 

pattern will be seen to emerge from the "tangled web " of 

relations . 

2. Who Owns Stelco? 

In chapters one and two, in discounting the " manage­

rial revolution" thesis which suggested the separation of 

ownership from control, and in assessing the validity of the 

theory of financial control, it was suggested that the tendency 

towards more and more dispersion of shareholdings means that 

a sUbstantial though still minority holding would be s uf­

ficient to maintain control or influence corporate policy. 

Moreover , when the trend noted by Fitch and Oppenheimer (1960) 

towards increasing institutional shareholdings since the 1950's 

is taken into account, the individual shareholder fades into 

the background even more decisively, and investment trusts, 

mutual funds, ins urance companies, and trustees come more 

sharply into focus as forces which must have some influence 

on corporations. The two trends must be understood as com­

plementary ones in the dynamics of establishing and main­

taining control over corporations: not only the qualitative 
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differences which accompany quantative differences in the 

mass of small, ordinary shareholders' holdings as opposed to 

the small number of individuals who hold large blocks of 

stock, but also the qualitative difference implied between 

large individual shareholders and the institutional inves­

tors. The first reflects the skewed nature of the distribu­

tion of wealth in the population; the second reflects the 

shif t to the institutionalization of wealth, and with it, 

power, though not necessarily to the detriment of wealthy 

individuals--certainly not to those who remain in the shadows 

of anon~nity behind the institutions. 

The purpose of this section is to discuss changes 

over time in the charac ter of shareholdings in Stelco, notably 

shifts which appear to point to the steadily increasing 

importance of large blocks of institutional shares, and 

ending with an analysis of the ma jor (known ) institutional 

shareholders since the 1960's. A discussion of interlocks 

among institutional shareholders and between these and the 

Stelco board, which enhance the potential power of financial 

institutions, and how they may affect the internal financial 

dynamics of Stelco will be reserved for the next and last 

sections of the chapter respectively. 

Stelco was, at the time of its incorporation, capi­

talized at 100,000 preferred and 150,000 common shares--

179,963 in total were issued. The number of shareholders was 

not recorded in annual reports published during this decade 
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and the 1920 decade. The capital structure, as will be dis-

cussed in detail in the last section , has tended to remain 

static for fairly long periods. The 1910 capita l structure 

was changed in 1928 to 400,00 0 preferred (par value set at 

$25 ) and 600,000 ordinary (no par value ) ; shareholders were 

given four new for one old share , and 719,852 shares were 

issued. In their 1931 annual report, Stelco noted that the 

number of preferred and ordinary shareholders was 8,355, as 

compared with 4,682 five years earlier (1926 ); from thi s 

information it was possible to calculate that in 1926 the 

average holding was 38 shares ; in 1931 it was calculated to 

be 86. In 1935, for the firs t time , the annua l report listed 

the number of shareholders and, in 1937, began noting both 

the average holding and the percentage of shareholders with 

21 100 shares or less. During the 1930's decade, the average 

number of shareholders was 8,361 and the average holding 

80 shares ; 88% of the shareholders between 1930 and 1940 

held 100 shares or less, and 92% of the shares were held by 

Canadian residents. Although, as will be shown below, the 

average holding increased, according to Stelco up to and in-

cluding 1949 ( the last year the figure was published ) those 

holding 100 shares or less still averaged about 80%. 
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AVERAGE NU~ffiER OF SHAREHOLDERS AND AVERAGE 

SHAREHOIDING FOR EAC H DECADE, 1926-1975 
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1926 (information for complete d e c a de, a nd for 1910-1919 
unavai lable) 

Total Number of Average 
Shareholders Shareho1ding 

4 ,682 ( ord. & pref. ) 38 shares 

12:2°'s decad e 8,361 " 8 0 

1240's decade 8,317 " 86 

19,20's decade 12,040 (common from 1953) 294 

1960's decade 38,821 ( common ) 463 

1970-1975 42,714 ( changed to clas s 571 
A & B, 1974) 

In 1910, as noted, there were 179,963 shares is sued; 

by the post-war peri od t h i s had increased t o three million 

(by the early 1950's ), and t o 2 0 million by 1962 ( the year 

stock was split, four for one ); in 1974 there was anothe r 

recapitalization, reinstating the existence of two classes 

of shares,22 and authorizing the issue of 35 million of each, 

but the number of shares issued remained around 24.5 million. 

Thus, the magnitude of the increas e in c apitali zation ha s b een 

enormous, enormous, and less s o, the increase in the average 

shareho1ding, whereas the number of shareholders has not in-

creased to the same d egree. The number of shares i ssued in 

the 1970's was about 200 times greater than the 1910 issue, 
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and the average shareholding increased twenty times, whereas 

the number of shareholders increased only ten times. It 

would appear , therefore, that the trend towards dispersion 

of shareholding has been counte rbalanc e d by a trend towards 

concentration, disguised by the mathematical artifac t of 

simple averaging. The changes in average shareholdings by 

decade will become more significant when plac e d in the context 

of the trend toward increasing institutional shareholding 

whic h corresponds to the dramatic post-war leap upwards in 

the average. 

Fitch and Oppenheimer (,62) note that institutional 

stock-holding in the U.S. increased from 12% in 1949 to 28% 

in 1969. During the same period in the case of Stelco, the 

above figures reveal that the average shareholding , relati­

vely stable between the 1920's and the 1940's, suddenly tripled 

between the 1940's and 1950's decade, and then almost doubled 

between the 1950's and 1960's decade. 

An important source of corporate influence has always 

been the large individual shareholder--the importance for the 

Stelco merger of Hamilton Iron and Steel shareholders Wood, 

Milne and Southam has already been noted, as was that of ifax 

Aitken for the newly created company. The company, in its 

1975 and 1976 information circulars sent to shareholders prior 

to each of those annual meetings, made clear that to their 

knowledge no person, directly or indirectly, held beneficial 

ownership of equity carrying more than 10% of the voting 
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rights, and then proceeded to list the shareholdings of all of 

its directors. As a t February, 1975 and 1976, it WaS shown 

that the l arges t block of shares held by a direc t or belonged 

to D. R. Mc~~ster ( Q. C. ) , senior partner in a well -known 

corporate law firm, son of a fo rme r Stelco president, and 

grandson of the h ead of a Stelc o p redecess or company. Mc Master 

held 53,446 shares, which would be worth, at the current 

average of $3 0 a share, $1.6 million . The next larges t 

di rectorial holding was that of H. lVi. Griffith, Chairman of 

Stelco's board, wh o i n 1976 held 10,000 shares (up from 1975 

by almost 3,000 shares ) worth about $300,000. Other Stelc o 

directors ranged from 5,200 (held by Stelco's president J. P. 

Gordon ) to a low of 1 00 s hares held by five other directors 

(while one, Senator Ernes t Manning , held only 10 share s ) . In 

t otal, these 15 di rectors held less than one per cent of the 

shares issued in 1975. 

A September, 1974 debenture issue i ndicated that 

Blake, Casse ls and Graydon, the law firm with wh om Stelc o 

does business (Graydon was a director in 1969 and his partner 

A. J. Mac Intosh now sits on the Stelco board) held 7, 925 

shares of St e lco stock. MacIntosh personally owned only 

250 shares, according to the 1975 information circular. 

However , percentages can be a misleading method of 

gauging relative importance of some individual shareholdings . 

While it is true that D. R. Mc Mas ter's holdings represent 

only 0.22% of the total outstanding shares in 1975, how many 
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individuals hold over a million dollars' worth of shares i n 

one company alone? The answer, after examining the Stelc o 

shareholder records maintained by Montreal Trust,23 is that 

the vast ma jority of Stelco's shareholders own only a few 

shares, some only one, the usual holding being between 25 

and 100 shares, and more rare , except for private estate 

holdings, is the shareholder wh o has between 100 and 500 

shares. Private estate holdings tend to have betwe e n 1,000 

and 3,000 shares, and any holding higher than that amount 

tends t o be in the hands of a corporation or a broker. 

An interesting example of how individual holdings may 

be disguised was found in examining account cards beginning 

with the letter "A", Robert D. Armstrong and F. Douglas 

Gibson as of 1971 held in trust 1,000 shares under the name 

of Armstrong, President of Rio Algom Mines . An example at the 

institutional level is that of Allehdale Mutua l Insurance, 

20,000 shares held by Royal Trust; or American Home Assurance 

Company, 11,100 shares held by trustee International Trust. 

Arva Investments Ltd. held 6,000 shares care of R. W. Stevens 

of Blake, Cassels and Graydon (Stelcots law firm ). And s o 

on. These examples highlight a methodological problem pointed 

out by Zeitlin (1974, 1086 ) , the inaccessibility of data con­

founded by the inability to establish the actual or ' ''benefi -

cial" owners of shares. He notes the various devices which 

have been discussed in the literature for disguising bene­

ficial ownership, voting trusts, foundations, holding companies, 
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"stree t names ," and the use of "nominees " --b r okers, dealers, 

and ba nk trust departments--who are listed as the owners in 

meeting fo rmal reporting requirements . Not only do es the 

practice of using nomine e s conceal b eneficial owners hip by 

individuals but may als o conceal controlling interests whic h 

lie behind such controllers as banks , and which may ultima­

tely lead t o the "power behind the power. " 

The problem was again brought frustratingly t o the 

forefront in a telephone conversation with W. C. Chick, the 

vice - president and treasurer of Stelco, who was responding t o 

a query regarding the availability of a b reakdown of share ­

holders by categories suc h as banks, trust companies , foreign 

holders, and s o on. He stated that t h ere is n o legal require­

ment t o report shareholdings to government by category, nor 

do e s t he company ha ve any such analysis due to the inaccura­

cies involved in establishing who b enefic ial owners are. 

"Nominee " accounts held by trus t companies or by brokers may 

or may not be vo ted by the nominee-trustees send back proxies 

whic h are mai l ed in their name and t he proxies are tallied up 

withci ut ( apparently) knowi ng what i nteres ts are actual ly rep­

resented by the votes. Curiously, although this Stelco 

offic e r professed to have n o knowledge of how many of thes e 

votes w9uld represent the financial institutions themselves, 

he stated that Montreal Trust alert ed them to a ny significant 

changes and that Stelco was more interes ted in "trends " --the 

accumulation by anyone group. He did not venture to say how, 



12 9 

since Stelco was so apparent ly ill informed, they could 

establish who these groups represented in order to asses s a 

potential threat. It can be seen that the " nominee " device 

also offers a convenient escape-hatch for corporations who 

do not wish to give answers to politically charged questions. 

However, as was pointed out by Fitch and Oppenheimer, trust 

departments have differing policies towards their large and 

smal l accounts and it seems absurd to suggest that they would 

vote shares contrary to the wishes of large holders--or that 

these interests would not be known to the corporation con-

cerned. 

Before proceeding to an analysis of the ma jor known 

institutional shareholders of Stelco since the 1960's, one 

further item will illustrate the lack of significance of the 

masse s of small shareholders to corporations. While it is 

true that shareholder good will and :the reputation of the 

company as being "concerned" and " responsible " in its deal-

ings with shareholders is vital if it is to draw on as large 

a population base as possible for share capital, at the same 

time that population has virtually no input into the organi-

zation beyond mailing in proxies. Those who "count" are 

usually represented on the board or through contacts and 

ma jor decisions are mad e in consultation with and sub j e ct to 

the veto of the board. 24 The fact that the course of action 

and major policies have already been established becomes 

apparent when the ritual of the annual shareholders' me eting 
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is observed. 

In the spring of 1976, such a meeting was observed, 

in attendance with less than two hundred others of the more 

than 38,000 s hare holders. The meeting b egan at 10:30 a.m. 

with a long speec h by J. p. Gordon, at the end of wh ich he 

announc e d the re tirement of H. M. Griffith, the chairman, 

and suggested himself as the new chairman, naming a s his 

successor to the presidency J. D. Allan, the executive vice­

president. Following a long round of applaus e which resounded 

through the Toronto - Dominion Centre 's spacious cinema audi­

torium, motions were made , seconded, and voted upon to ac c ep t 

the consolidated financial statements, a few brief questions 

from the floor were just as briefly answered, and from t his 

point the pace n otic eably increas ed. The motions put forward 

to elect the new board (there were, predictably, no nomina­

tions other than the existing board ) a nd the auditors were 

proposed mechanically by various persons known by name t o J. 

P. Gordon (one of whom was a ~~. Vallance, probably related 

to the Vallance-Brown company founders and to a number of 

Vallances in Burlington~ who own individually from 100 shares 

to a high of 18,750). Another person also addressed by name 

was called upon to move for adjournment, and the meeting was 

over by 11,20 a.m. scarcely more than 45 minutes after it had 

begun. The annual ritual was over for another year. Later 

that same day, a management circular reached all company 

departments, advising personnel of the executive changes, a 
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feat requiring at least two days prior preparation in a 

large organization. 

The following table indicates the relative importance 

of insitutional shareholders in Stelco and the other two 

large steel producers, Algoma and Dofasco, since 19611 

TABLE 3-5 

INSTITUTIONAL SHAREHOIDINGS IN CANADIAN STEEL COMPANIES 

(SELECTED YEARS )25 · 

Company Year Total Shares Total Instit. % of 
Ended I ssued Holdings Total 

Stelc o 1973 24,639,399 2,515,921 10.2 
1968 24,330,347 1,654,349 6.8 
1961 5,061,394 353,528 6.9 

Dofasc o 1973 15,737,000(common) 2,406,370 15.3 
1968 15,449,790 " 1,800,612 11.7 
1961 not available 408,678 n.a. 

Algoma* 1973 11,635,128 (common) 917,185 7.9 
1968 11,608,434 " 710,890 6.1 
1961 not avai lable 499,555 n.a. 

{,Cowned 25% by Mannesmann at that time 

The general t end ency between the 1960's and early 

1970's is an increase in institutional shareholdings as a 

percentage of the total number of shares issued by the three 

major Canadian steel producers. What these figures suggest 

for the potential of exercising some form of control over 

corporations must be assessed, as it is clear not only that 

the increase foreshadows future trends but also that, as 
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there appear to be no other groups which collectively control 

as many shares, the possibility of coalition formation either 

for control of one company or for co - ordination of the steel 

industry as a whole must be taken into account. 

The tra ditional counter-argument to the potential for 

institutional s hareholder intervention is the "Wall street 

rule"--like other shareholders, institutions who did not 

like management policy could sell. But, a s Fitch and Oppen­

heimer (1970) point out, such a course of action may be 

expensive. David Rockefeller, in 1958, appeared to see it 

the same waYI 

"I suspect that such investors will become more 
demanding of manageme nt as time moves on--that as 
holdings expand, institutions .•. will feel obliged to 
take more ac tive interest in seeing that corporations 
do indeed have good management. That will be true 
especially if their holdings become so large that 
they cannot readily or quickly liquidate their 
investments .. .• " (cited in Fitch -and Oppenheimer, 
19701 Part II: 62 ) . 

Fitch and Oppenheimer note that during the 1960's. 

financial institutions also took an active role in the crea-

tion of mergers in terms of credit and connections. Institu-

tional shareholders not only represent the power of collective 

money in an organized form vis-a- vis management. but act as 

important go-betweens, linking organizations in which they 

hold substantial blocks of shares. and their activities must 

be understood not only in terms of checks on management 

policies and decisions internally but also in terms which 

transcend individual corporations and are related to the over-
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all aims of financial capitalism. Thus, two i mp ortant facts 

about insitutional shareholders are suggestedl first, that 

large holders (or coalitions of holders ) can and do overturn 

managements (Fitch and Opp enheime r: 67, citing a study by the 

University of Michigan Bureau of Business Research, n ote that 

management ev e n by the late 1950's could be defeat e d about 30 

per c ent of the time in proxy contests ); and second, t hat 

financial institutions bind corporations into v as t networks 

of interconnected interests, and that shareholding , along with 

dependencies created through long-term debt, mere ly adds the 

c ement to the structure of class and private property, by 

determining the s h ap e specific elements in that structure wil l 

take in the context of th e whole. To argue that financia l 

institutions hold corporate shares mere ly to mak e mone y 

through divid ends or through appreciation in stock values is 

to miss the main point of financial activity --control, co -

or dination, and expans ion of empires. 

For such a financial institution to follow the " VlTa ll 

Street rule " wo uld not only be costly ( for example, Sun Life 

in 1959 held 49,975 Stelc o s hare s worth a pre- stock-split 

price of $ 4 . 3 million;26 if the price per share dropped by 

only two dollars, they would lose almost $100,000), but would 

' probably violate a norm, since the "dumping" of such a large 

number of shares, especially in a period when purchases of 

equity are sluggish,27 might have a snowballing effect on the 

price of other shares. Such a development might be temporarily 
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beneficial to specul ators but detrimental t o the overall 

stability of the corporate system . But, as Fitch and 

Oppenheimer (11 : 67 ) add, partial liquidation of a h olding i n 

order t o exert pressure on a recalcitrant management is 

another story . 

The important point is that inst i tut iona l investors 

want and need to " remain i n the game" b ecaus e industrial cor­

porations provide needed outlets for capital accumulation 

seeking high returns. Indications are that the y may decrease 

or increase holdings in individual corporations depending on 

relative advantage in a particular period ( for examp le, i f 

one stee l company app ears t o have greater growth pot ential 

than anothe r, they may liquidate some holdings if marke t con­

ditions are favourable i n order t o pick up increased holdings 

i n the high-growth company, or may " hedge their bets" by 

investing more or l ess equally in al l three ), and institu­

tional interes t i n particul ar corporations appears t o be 

relatively stable over time. An exception appears t o be when 

a n institutional investor changes interest group f o llowing 

its take-over ; or when the corporation in whi ch it invests 

comes unde r the dominance of a different interest group. 

These possible interpre t ations may be borne in mind i n examin­

ing the data assembled on l arge institutional shareho lders ' 

i n the three steel companies since 1961. 
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TOP I NSTITUTIONAL SHAREHOLDERS I N STELCO - SELECTED YEARS 

(Based on Those Holding 100,000 or More Shares, 1973 , and 
Compared with Their Holdings in Dofasco and Algoma) 

Stelco Dofas co Ale20ma 

Institution 1973 1968 1961 1973 1968 1961 1973 1968 

Investors 
GGrowth 339,087 217,637 17,000 358,368 333,380 26,105 61,100 

Investors 
Mutual 332,379 297,229 64,971 401 , 352 339,552 113,188 133,710 158,710 

Investors 
Trust 
Pension 125,000 48,648 1,112 120 , 000 33 ,180 1,625 31,075 33,500 

Investors 

1961 

26,000 

66,630 

1,500 

Retirement 123,450 * not listed 118,000 not listed not listed 

Royal Trust 126,800 183,750 8,900 136 , 300 153,800 10,700 

Cdn. Genl. 
Invests. 125,000 55,300 24,745 100 , 000 194 , 700 26,805 220,000 220,000 34,975 

United 
Accumul. 120,000 8, 500 130 , 000 9 , 000 8,000 

Cdn. Invest.l00,000 150 , 000 50 ,000+ 135 , 000 89,000 15,000 
( 30 ,000 
Page-Hersey** ) 

*established 1968 to takeover individual & group pension business from Investor's Group 

**takeover by Stelco in 1964. t-' 
w 
V1 
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Four of thes e top eight ins titutional s hareholders in 

Stelco in 1973 belong to the Investors Group, a syndicate 

which was originally U.S. controlled but p assed t o Canadian 

interests in 1957 --Dominion Securities, Webb and Knapp, and 

the Bank of Commerc e (N ewman 1975, 78). By 197 0, Paul 

Desmarais' Power Corporation contr oll ed Investors Group, 

although Desmarais ha d ha d some interes t in it since 1965 

af ter he a cquired Imperia l Life. As can be seen from the 

p receding table, Inves tors Growth Fund, Investors Mutual, and 

Investors Trust Pooled Pension in 1961 all had re latively 

small holdings in the thre e stee l companies, with the excep ­

tion of a holding of over 100,000 s hare s in Dofasc o by 

Investors Mutua l. The examinati on of th e s hareholder records 

a t Mont real Trus t revealed a n abrup t leap upwards in t he 

Stelco holding s of Investors Mutual b etween 1962 and 1963, 

from 65,121 to 260,484 shares. In addition to the holdings 

n o t ed in the Financial Post Survey of Funds, the examination 

of the records revealed that Investors International, another 

Investors Group company, and Investors Syndicate, als o 

Investors GroUp, had acquired 13,700 and 27.350 add itional 

shares respectively. 

Ste el has proved t o be the sourc e of sUbstantial 

investments for the entire group of companies related to 

Power Corporation, and a cleare r picture of their interests 

may be obtained by detailing them separately, As Desmarais' 

controlling interest in Power dates only from 1970, and 
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Desmarais' control of Imperial Life,Great -West Life, and 

Montreal Trust from 1964, 1969, and 1973 respectively, 

(N evman: Ch. 2 ) a tabulation of Power-related hold ings can 

only legitimately be mad e f or the year ended 1973. I t was at 

this time that the hitherto separately controlled interests 

came together in a concrete form, through owners hip, but a s 

wil l be shown i n the next section, many of them had already 

been linked through di rectorial interlocks. 

TABLE 3-7 

.J:223 HOIDINGS OF STELCO STOCK BY POWER CORP. CONIPANIES 

(with comparisons for other steel companies ) 

Investors Gro up co's (Tot~ ) 
Montreal Trust 
Provident Mutual* 
Grea t -West Life 
Imperial Life 
Provident Stock* 

- 919,916 
83,400 
34,205 
20,000 
19,000 

7,000 

1,083,521 

Percentage of Total Stelco Stock: 4.4% 

(Dofasc o ) (Algoma ) 

(997,720 ) 
( 64,800) 
( 20,15 0) 
( 25,700) 
( 8,000 ) 
(~000 ) 

(1·, 124,370 ) 

(7.1%) 

(164,785 ) 

(164,785 ) 

(1.4% ) 

*Provident Stock Fund, Provident Mutual Fund both sponsored by 
Investors Gr oup and managed by Investors Securi ties Management, 
Power-re lated di rectors sit on their boards; they are therefore 
considered as part of the Power group. 

As can be seen, the Powe r Corp oration group of com-

panies holds rather l arge proportions of the shares in Stelco 

and Dofasco, considering the dispersion of shareholding even 

among individual institutional shareholders (it will be recal -

led the total held by all institutional shareholders in Stelco 
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for 1973 was just over l~/oj in Dofasco, it was just over 

15%). Thus, Power collectively controls roughly half of the 

shares held institutionally in both steel companies. Their 

holdings in Algoma, however, amount to considerably less 

than this, and could be related to financial difficulties 

Algoma has had throughout its history and to the instability 

in its controlling interes ts, a subject whic h will be deve­

loped in another chapter. The lack of Power interest in 

Algoma appears even more interesting when taken in the context 

of the recent acqui sition of control by Canadi a n Pacific 

Investments, since as Newman notes (:80), Desmarais' financ ­

ing group has included CP Investments and it was through his 

friendship with Crump, CPR's chairman in 197 0 that he was 

able to arrange for CPI t o buy a block of Investors Group 

stock whic h, once t rad e d for some of his Cons olidate d -Bathurst 

and Northern and Central Gas shares, allowed him to control 

Investors (:78). This suggests that Desmarais' companies 

could have acquired more of an interes t in Algoma. 

Although there is no direct representation of Power 

Corporation on the Stelco board, a s will be s hown, there is 

both indirect representation as well as interlocking. Thus, 

the 4.4% total of all Power-related companies is not without 

sign~ficance as the largest single blockj as Fitch and 

Oppenheimer (1970:I:IOO) pointed out, although five per cent 

is not enough to ga in control, it is enough to "earn a say in 

matters vital to the interests of the holder." As Power 
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Corporation has within its control companies which are steel-

using,as we ll as being connected through interlocks with the 

Simard interests in shipbuilding and other pursuits, it is 

not improbable that areaS of concern in Stelco g o beyond mere 

profitability. Such a block of holdings also becomes of 

potential significance whe n taken in context with other 

holdings linked by convergent interests, a subject which will 

be explored in the next section. 

Early in 1976, in addition to the institutional share -

holding reported in the Survey of Funds, an examination of 

brokerage accounts at Montrea l Trus t revealed that there were 

severa l large holdings there a s we ll, mos t of them in the 

hands of resident, not for e i gn brokers. The transfer officer 

a t Montreal Trust confirmed that these shares are for client 

acc ounts and mayor may not be held in trust --that is, Montreal 

Trust a t the request of the brokers forward proxy materia l 

(whic h mayor may not be voted by the client ) whi ch is returned 

to the trust company. Hence it cannot be ascertained what 

proportion of these holdings may represent single blocks 

held in trust for group s or individuals, and what proportion 

represents the brokers' own portfolio investments. The 

following b rokers were found to hold 30,000 or more sharesl 

Capital AICI 
Bankmont & Co. 
Bansco & Co. 
Bay & Co. 
Bayne & Co. 
Brant Investment Ltd. 
Gee & Co. 

23,394,555 
132,919 
206,433 
47,785 
86,141 

1,132,945 
93,391 



Gilbert SeC. 
Gore & Co. 
Lake & Co. 
Longvale & Co. 
Monius & Co. 
Monray & Co. 
Richardson Securities 
Roycan & Co. (various funds ) 
Roy tor & Co. 
Vale & Co. 

1,291,925 
50,884-

119,256 
202,567 
172,000 
483,000 

33,089 
549,309 
295,978 
146,741 
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Few of these brokers are we ll known excep t Capital, 

Richardson, and Roycan. Wood Gundy, a wel l established and 

well known firm, held only a little over 9,000 shares , Bache 

& Co. a little over 2,000, Bongard Lesli e 10,000, Merri ll 

Lync h 15,000, and Nesbitt and Thomson, the Montreal invest-

ment dealers wh o were responsible for the creation of Power 

Corporation, about 5,000 shares. . A. E. Ame s & Co., who have 

for many ~ars acted as underwriters for issues of Stelco 

debentures, held about 15,000 shares. In addition, in a 

separate section listing mainly U.S. brokers, the following 

houses held 30,000 or more shares: 

Banloga & Cie 
Grator & Co. 
Mt l. City & District Trustees 
Royal Trust Co. in Trust 
Sicovan 

34,934 
103,100 

32,000 
323,476 

77,986 

The entry for Royal Trust appears to be in addition 

to that reported by Financial Post, which in the 1962 edition 

of the Survey of Funds was listed a s a specialized inve s:tment 

fund for pooled pension trusts. 

In Canada, trust companies are important institutional 

investors and, as Newman (1975s110) points out, important 
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bridges t o the banks , not only owning shares in them and 

vice versa, but als o deploying large trust assets (pension 

and estate funds ) into corporate equity. The relationship 1S 

reinforced by interlocks t o coordinate investment activity 

and vice versa, but as Fitch and Oppenheimer (1970' 100 ) put 

it, stock ownership "gives subs t anc e t o ... interlocks"- - and 

since banks (or their allies ) own stock in corporations whose 

directors have been invited to sit on their boards, and cor-

porations do not own stock in the banks ( except for the mini-

mal 2,500 share required by the Bank Act for corporate direc ­

tors to be given a bank directorship28 ), stock ownership, 

being an asymmetrical relationship , reinforces the financial 

nexus. 

In Table 3- 3 of this chapter, the shareholdings of the 

trust and insurance companies for 1973 were noted in connec -

tion with bank interest groups. These may now be summarized 

in the context here. 



142 

TABLE 3- 8 

THE TOP 1.5 TRUST AND INSURANCE COMPANY SHAREHOmERS IN 

STELC O - 1973 

Trus t Companies 

Royal Trust 
Canada Perm. Trust 
Montreal Trust 
National Trust 
Guaranty Trust 

Shares ---
126,800 

85,.500 
8),400 
)8,900 
)2,000 

I nsurance Compani es 

Manufacturers Life 
Sun Life 
Canada Life 
Excelsi or Life 
Mutual Li fe 
Standard Life 
Confederation Life 
Prudential 
Grea t -West Life 
Imperial Life 

Shares 

80,000 
64,000 
)9,500 
)6,.500 
)0,000 
27,)50 
26,2.5 0 
21,000 
20 ,000 
19,000 

Royal Trust is the only one of the 1.5 which appears 

in Table VI as holding 100,000 or more shares. As noted 

earlier, Great -livest Life and I mperial Life b ot h belong to the 

Power Corporation related group of holdings. Since 1972, 

eleven of the fift een have increased thei r shareholdings in 

Stelco, and e i ght of t hese have steadily increased s ince 

1968. As noted before, Sun Life in 1959 held 49,9.5 .5 shares, 

and since thei r holdings have increased to 64,000, thei r 

omission from the 1969 Survey of Funds must be an error. 

Great-We st and Imperial Life we re not listed in 1968, but 

since the 197) edition (year end 1972), have r emained a t about 

the same. level, as has Excelsior Life. Only one has declined -­

Roya l Trust in 1968 held 18),7.50. The mos t dramatic increases 

in holdings since 1968 we re Manufacturers Life (up from 2,000 

shares ), National Trust (up from 18,000), GUaranty Trust (up 
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from 10,700 ) , Confederation Life (up from 5,000 ) , and Pruden­

tial (up from 2,000 ) . No information was listed in the 1972 

Survey of Funds 29 for insurance companies, and although it 

was noted that National Trust had Stelco shares , the amount 

was not listed. Royal Trust at year end 1961 held only 8,900 

shares (plus 6,800 of Page-Hersey, which, if held until Stelco 

took over that company in 1964, would have increased thei r 

Stelco holding ) ; Canada Permanent held only 725 Stelco shares. 

Montrea l Trus t (which at that time had P.N. Thomson on its 

board ) , held 4,650 shares . No information was available on 

the others. It would, therefore , tentatively appear that the 

dramatic increase in trust and insurance company holdings has 

been since about the mid-1960's. 

Although Algoma Steel lS now controlled by Canadian 

Pacific Investments and CPI's parent, Canadian Pacific Ltd., 

is a corporate customer, according to Newman (1975:91-94 ) of 

the Royal Bank and the Bank of Montreal, none of the above 

trust or insurance companies belonging to the Montreal -Royal 

banking orbit hold shares in Algoma excep t Standard Life 

(35,700 ) , which does not hold shares in Dofasco. In fact, the 

only other institutional investor on the above list of Stelco 

shareholders whic h also holds stock in Algoma is Manufacturers 

Life (97,000 shares ) . The others, with the exception of 

Guaranty Trust, Canada Permanent Trust, and Standard Life, all 

hold Dofasco shares as well, and in most cases hold them in 

roughly the same amounts as in Stelc o . Those which hold more 
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in Stelco than Dofasco are exc eptions. IVjontreal Trust ( Powe r 

Corp.), Sun Life ( Montreal-Royal b anking orbit), and Exce l sior 

Life a ll hold 20,000 more shares in Stelco than in Dofasc o, and 

bo t h National Trust ( the Commerce orbit ) and Imperial Life 

(Powe r Corp.; Montreal - Commerce influence ) have roughly twic e 

a s many Stelc o a s Dofasco shares . Other than the relati on­

ships of these institutional investors to b ankin g group s or 

t o parent companies (Power Corp., for example, is a corporate 

client of both the Royal Bank and Bank of I\1ontreal, according 

to Newman (191-94 ), the main reason for democratically divid ­

ing investment portfoli o between these two stee l companies a t 

the expense of Algoma a pp ears t o be a financia l one - -both 

Dofasc o and Ste lco have had a long history of financia l 

stability and growth, whereas Algoma has been both financially 

unstable at various points in its history and has , a s wel l, 

been under the control of various all i ances. No information 

is available, but it could be that corporate investors have 

shifted to holding debt instruments- -mortgages and bonds --

a s is suggested by the Financial Post (July 17, 1976 ) for 

t he current period, as equity holdings become less lucrative . 

The debt s ituation of the three companies will be discussed 

in the l ast section. 

In the light of the above information, it is under­

standable that Stelco, in its submi s sion to the Bryce Com­

missi on,JO would convey an ambivalent attitude towards insti­

tutional shareholders. In discus sing the role of various 
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groups in providing checks and balances agains t the abuse of 

corporate power, they at t empt to deal with the concern 

people express over the passivity of institutional investors 

by suggesting that, with their ability to make sophisticated 

appraisals of corporate policy, although they may not wish to 

take a n active part in shareholder meetings , " I f a crisis 

arose in the affairs of a large corporation, institutional 

shareholders might wel l a ct" because the y may not readily be 

able t o sell their shares in the "relatively thin Canadi an 

stock market. " Furthermore , these shareholders may only 

appear t o be passive because during the post-war period , few 

corporate crises have been severe enough t o lead t o their 

intervention. But, in another passage , they assert that the 

institutionalization of savings translated into large blocks 

invested by institutions has had n o effec t on corporate 

management--presumably because corporations have done their 

j ob s o successfully. This does not seem t o deny the poten­

tial for institutional intervention. In fact, Chairman Bryc e 

picks them up on this point i n his question: 

Bryce: " •.• in the paragraphs ... about the passivity 
of institutional shareholders .. • you g o on 
to say later that you have not yet seen what 
might happen in a crisis s ituat ion. Do you 
see any evid ence that institutional 
investors are becoming more interested in 
being less p ass ive?" 

Gordon: "I thiflJc the answer to that question is Yes." 

Gordon goes on to suggest that the "problem" is that 

they only iend in proxies. The Cha i rman then s uggests to him 
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that institutions have told him that they are not staffed to 

take a direct concern. He asks if Gordon sees evidence that 

institutional investors are becoming organized. Gordon avoids 

the issue by stating he believes they would like to partici-

pate more. The Chairman then leads Gordon: "If there is 

unanimi ty of vie-lVs among the ins ti tutions , that would be 

pretty difficult?" Gordon agrees, and the Chairman immediately 

asks that the session be a djourned in order that they may 

reconvene that afternoon to hear another group. Stelco is 

"off the hook, " the question was a "politically" charged one; 

as the following discussion will show , such a "unanimity" is 

not at all unlikely. 

3. The Interlocking Directorate and the Financial Nexus 

In 1961, according t o the Financial Post Survey of 

Funds, the top shareholders in Stelco(with the exception of 

life insurance company and some trust pension funds whic h 

were not listed ) were: 

Canadian Investment fund - 50,000 Stelco shares 
(+3 0,000 Page-Hersey ) 

(Commonv:eal th International) totl 
same mgmt. (Commonwealth Leverage )- 25,900 

Investors Growth Fundi ) 
Mutual ) ~8l,971 

Canada General Fund - 24,745 
Inve'stors Grp. Cdn.Fund - 35,000 
Scudder Fund of Canada - 37,000 

Two of these funds are still among the dominant 

Stelco institutional shareholders, and a third is related. 
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Hence, these 1961 shareholders will also be discussed in the 

context of the interlocks among the institutions holding 

stock in Stelco and their relationship to the Stelco board, 

which is the purpose of this section. 

Of the approximately 50 institutions holding stock in 

Stelco in 1961, IJ of thes e were highly interconnected through 

directorial interlocks and/or common investment management 

companies, and at least five were linked to the Stelco board 

directly (not including Royal Trust and Imperial Life, sinc e 

it is unknown if these companies held Stelco shares at that 

time; but it is a fairly safe guess to sugges t they did). 

Mos t of the interlocks occurred within two main groupings , 

those connected with Nesbitt, Thomson (Power Corp. ) , and those 

described by Park and Park (197J: 89 ) as the "lV1assachusetts­

rileighen" inves tment trus t interes ts • As will be shown, both 

of these groups are still dominant tOday and the extent of 

their connections appears to have increased. But first, the 

interlocks which were found to exis t in 1961 will be discussed, 

The Meighen-Matthews peop le linked together in 1961 

seven investment funds which he ld stee l stock, including one 

United Corps., which at that time held only Dofasco stock but 

has since risen to aroun~ the 100,000 share mark in Stelco in 

1972. M. C. G. Me i ghen, T. R. Meighen, and A. B. Matthews 

were the directors linking the seven funds which controlled, 

in total, 45,945 shares . The funds linked werel North 

American Fund of Canada (IIt C. G. Me ighen and A. B. Matthews, 
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Vice President and director, respectively ); Canada Trust 

Investment Fund ( M.axwel l Meighen, director); Canada General 

Fund Ltd. ( M. C . G. Meighen, VP, and A. B. Matthews , VP ) ; 

Economic Investment Trust (A .B. ~~tthews, Chairman ); and al l 

three were directors or officers of Canadian General 

Investments Ltd. and Third Canadian General Investment Trust. 

In addition, M.C.G . Meighen was a director on United Corpo­

rations , with C. L. Gundy, whose securities firm Wood Gundy , 

along with Dominion Securities and ~~tthews & Co. (A. B . 

Matthews' father's securities company ) offered shares of 

Dominion and Anglo Inve stment Corporation, whose board inter­

locked with Canadian and Foreign Securities through the 

Jackmans . These latter two funds controlled a total of 7, 500 

shares. In addition, A. B. I'fia. tthews was linked, through his 

di rectorship in Economic Investment Trust, whic h had as one 

of its other directors W. A. Arbuckle, a prominent Montreal 

financier , t o the Nesbitt , Thomson interests (Power Corp.), as 

Arbuckle als o sat on two boards with Nesbit t and Thomson. 

These will be deal t with in turn. 

The Me ighen interests in the late 1950's were, 

according to Park and Park (1973 : 89) controlled from 

Massachusetts, based on the f,i'l8.ssachusetts Investors Trust and 

its associates including the Boston Fund, Century Shares Trust, 

and Massachusetts Growth Stock Fund. The Canadian connections 

were through Canada General Fund, and the Massachusetts 

interests were als o connected to Canadian General Investments 
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a nd Third Canadi an General Investment Fund, the l a tter of 

which held a s ubstantial interes t in Argus. Maxwe ll Me i ghen 

became a director of Argus Corporat ion and l ate r, the Royal 

Bank . In addition to the three funds ment ioned by Park and 

Park as connected with the Boston group, according to the 

1962 Survey of Funds, North American Fund of Canada has as 

its spons or Vance , Sanders & Co. of Boston, the same firm 

which sponsored Canada General Fund, and H. T. Vance was 

c hairman of the latter fund's management firm, thus l inking a 

fourth company into the same i nteres t group. 

Both the Nle i ghens and I'r1a tthews are members of the 

economi c elite through inherited status--ffl3.xwel l Ivje ighen is 

the son of Arthur , ( the Right Honourable ) , a forme r Prime 

Mi n i ster and direc tor of Canadian Cellulose , Huron a nd Eri e 

Mortgage, vice-president and director of Canada Trust. 

Canad ian General Investments was founded by Maxwe ll Me i ghen's 

father in 1926 (Clement 1975: 263,319). Col. M. C. G. 

Me i ghen is now chai rman of that firm and has a l s o i nheri ted 

his father's directorships in Huron and Erie and Canada 

Trust. As noted, he is on the board of Argus and the Royal 

Bank, and h as, in addition, a number of other corporate 

di rectorships, including Algoma Steel. 3l Maxwell Meighen's 

bro t her is Theodore R., not only involved in the investment 

funds noted above, but a law partner in Holden, Hutchison, 

Cliff, lVIc 1;'1aster, Ifteighen and I{Jinnion (later IYlc!'fias t er, Me ighen, 

!'fJinnion, et all )32 The "Mc Master" is D. R., son of A.R., 
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former Stelco president. D. R. McMas ter joined the Stelc o 

board in 1962. A. lVi. Minni on, lVic Master's other partner, is 

on the board of another current institutional investor in 

Stelco, MFG. 

A. Bruce Matthews ' father was the Hon. Albert Matthews, 

a Lieutenant-Governor of Ontario (1937 ) and president of 

Exce l sior Life, director of Toronto General Trust, and 

senior partner , Matthews & Co., securities dealers. A. B. 

Matthews is chairman of Excelsior Life and of Canada Perma-

nent Mortgage, as well as being Executive Vice-President of 

Argus Corporation. 33 Thus , Matthews is not only conne cted 

with the Meighen f amily through interes ts in the above invest-

ment funds, but als o through involvemen t in Argus Corpora tion. 

He , like the Meighens, is als o linked indire ctly to th e 

Stelco board, since his brother-in-law G. P. Osler. The 

Oslers were prominent on the Stelco board (F. G., s on of Sir 

Edward, on the boa rd 1933- 1949, a nd Glyn Osler , Sir Edmund's 

nephew, 1937-1949).34 

H. R. and H.N . R. Jackman (father and son r espectively ), 

were in 1961 involved in Canadian and Foreign Securities, the 

father as vice-president, the son as director; H.R. was als o 

president of Dominion and Anglo Investment Corp., a nd his son 

was secretary. As was noted, Matthews and Co., A. B. 

I'iatthews' father's company, was one of the latter fund's 

distri butors, a long wi th \iJ ood Gundy, thus linking the Jack-

mans t o the Me ighens (through United Corporations) as well. 
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H. R. Jackman is now chairman of Canadian and Foreign and 

still president of Dominion and Anglo. He is also a director 

of Empire Life , Bank of Nova Scotia, and Canadian Interna­

tional Investment Trust. The latter company is represented 

on the Stelco board by H. Greville Smith , wh o was in 1965, 

president of Canadian International. Sir Denys Lowson, a 

British financier and director of Pacific Atlantic Canadian, 

another institutional shareholder of Stelco, is als o a direc-

tor of Canadian International. Jackman's son , H.N.R., is 

chairman of Empire Life and vice-chairman of Dominion of 

Canada General Insuranc e Company ( while his father is a direc­

tor ) . Father and son come together on these boards as we ll, 

then. In addition, H.N.R . is currently a director of Economic 

Inves t ment Trust ,.35 of which A. B. Matthews vms chairman and 

W. A. Arbuckle a director. Th e Jackman people ( and the funds 

on which they are directors ) are thus als o linked with the 

'I'homson and Nesbitt funds on whic h Arbuckle als o sits: All 

Canadian Dividend Fund ( Arbuckle as chairman in 1961; no 

Stelco shares a t that time, but between 21,000 and 29,00 0 held 

in Algoma and Dofasc o); and Great Britain and Canada Invest-

ment Corp. 

Arbuckle , wh o was also chairman of another Stelco 

institutional' investor, Dominion Scottish Investments, was 

an esteemed member of the old Montrea l financial elite and , 

according to Newman (1975: 77) had rebuffed Desmarais when 

as an upstart thrusting his way into the inner circles of 
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power, (and then in control of PO\l/er Corp. ) he had asked 

Arbuckle for a loan in 197 0 to raise his holdings in Conso-

lidated-Bathurst. Arbuckle is now (Clement 19751 317 ) 

associated with the Bank of Montreal, CP, Price Co., and 

Petrofina. He is also chairman of another 197J Stelco insti-

tutional shareholder, Standard Life, whose holdings have 

already been listed. 

P. N. Thomson and A. D. Nesbitt, operating from their 

Montreal investment firm, had established Power Corp. in 1925; 

in 1961, Nesbitt was president, Thomson VP and Managing 

Director, and Arbuck le was a director. J6 Thomson was on the 

board of All-Canadian Dividend, and Thomson on the board of 

Montreal Trust Co. Cons olidated Investment Plan and Montreal 

Trust Multiple Pension Trust in 1961. Atchison and Curry, 

two Power Corp. men , sat on the boards of Investors Growth 

Fund and its affiliate, Investors Mutual. Nesbitt and Thoms on, 

as noted, also sat on the board of Great Britain and Cana da 

Investment Corp. Together, these directors' linking of five 

separate funds, plus Arbuckle's linkages, bring the total 

number of shares t o 100,021, by far the largest group inter-

locked in 1961. In addition, A. D. Nesbitt, whose father 

founded Power is the son-in-law of D. R. McMaste r (Clement, 

1975 : J I O) who, as noted, was on the Stelco board in 1962. 

There were, as well, other links to the Stelco board 

from institutional investors. Frederick Johnson, (Stelc o 

board 1947-1967) , and an executive of Bell Telephone as well 
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as (from 1955) a director of Sun Life and Royal Trust, a 

vice-president of Cownonwealth International, and director 

of Commonwealth International Leverage, two funds under the 

same management and holding in total 25,900 shares of Stelc o 

in 1961. Johnson was also a director of Canadian International 

Growth Fund, holding 2,000 shares only, but significantly 

perhaps, a non-resident owned fund whose shares were not 

offered in Canada ; the sales agent was King Merritt & Co. of 

New York, and the fund's other directors included men from 

New York and Rotterdam. 

Another significant interlock between an institutional 

investor and the Stelco board in 1961 was that of G. Arnold 

Hart, then president of the Bank of l\'1ontreal and a member of 

the Stelco board from 1959 t o 1969. He was a director of 

Cana dian Investment Fund, which held 50,000 shares of Stelco 

(and 30,000 shares of Page-Hersey). All of Hart's involvements 

in investment companies date from 1959; he was also inter­

locked with other Stelco directors in Canadian Fund, Sun 

Life, and the Royal/London and Lancashire and Western/ British 

America insurance groups. 

As will be shown, many of the investment groups 

dominant in 1961 also figure i mportantly in 1973, both in 

terms of interlocks among themselves and in terms of con­

nections with the Stelco board. These interlocks, concretized 

by ownership of shares, cannot be dismissed as insignificant, 

despite Stelco's disclaimer to the Bryce Commission: 
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liThe only interlocks of a ny possible significance, •.• 
would be those involving officers of financial 
institutions and the companies they serve. Persons 
who are officers of neither company but directors of 
both do not represent a significant interlock."J? 

Stelc o devotes an entire. chapter to the relationship 

between dominant firm and financial institution--an indicator 

of their concern. They take pains to point out that Stelc o 

has, in the post-war period, had on its board at least one 

prominent corporation lawyer, heads of prominent Canadian 

corporations, and one head of a bank, but no more than one­

quarter of the board composed of "insiders"J8. They fail to 

mention that all Stelco chief executive officers have also 

sat on a bank board, usually the same one a s its director's, 

thus meeting their own minimal specification of "significance " 

in interlocking. They deny significance to interlocks with 

banks with which they do not do business (their reference 

mus t be to the Nova Scotia, the bank with whic h Gulf Canada 

does business, and Gulf was represented on the Stelco board, 

obviously a supplier relationship, since, as will be shown, 

B.A. Oil before it has had other Stelco directors on its board 

over time ) . Stelco states it has a director on its board who 

sits on the board of a bank with which it does not do business, 

and that it also does business with three trust companies, 

in the case of two, there being no interlocks of any kind; 

no Stelco officer is a director of any institutional share-

holder, and "No officer, director or partner of any investment 

banker, underwriter or broker is a director of the company." 
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This constitutes the basis on which Stelco claims that the 

directorial interlock has been "overrated." As will be shown, 

interlocks, contrary to their disclaimer, are significant if 

taken in a more inclusive context. 

Of 68 Stelco institutional shareholders in 1973, about 

half were interlocked with each other and nine of these were 

Power Corp. companies. Altogether , this represented inter-

locks by 103 directors, 41 of whic h sat on Powe r-related 

companies. Out of a board consisting of 15 directors includ­

ing three Stelco officers, eight simultaneously held seats on 

the boards of institutional shareholders. The following 

Stelco directors sat on the boards of institutional share-

holders, whose holdings represented a total of 1,375,066 

shares or 5. 6% of the total shares issued in 1973 (if the 

total holdings of the Power group in whic h I mp erial Life and 

Investors Group are implicated are included, the percentage 

increases to 6.2% of the total shares issue d): 

A. IVJ • Campbell 
J. D. Gibson 
D. R. Mc lVias ter 

- Sun Life and Royal Trust 
- Imperial Life and National Trust 
- Standard Lif e 

Sen. E. C. Manning- Manuf acturers Life 
W. H. Young - National Trus t 
L. G. Rolland - Canadian Investment Fund and 

" , v. TtJ. Scully 
F. P. Mannix 

Standard Life 
- Sun Life 
- Investors Group and 

Growth Fund 
Inves tors A~vV1 h Vi (\ 

/iV! r. '" "'''; 

In addition to these Stelco directors, other directors 

who sat on these institutional shareholder boards and were 

interlocked with others totalled about 30. The following 
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table details the directors who sit on the board of those 

institutional shareholders represented directly on the Stelco 

board by directors and shows the linkages between these 

shareholders and others linked by the same director. 39 

As well, there were many other interlocks but only those 

which, on the strength of other evidence, appear to be the 

most significant will be detailed in this section. There 

were also connections betwe en institutional shar eholders a nd 

other industrial corporations besides Stelc o which form a 

complicated maze. An attempt at ordering these will be 

made in a nother chapter. Many of the financial connections 

with the Stelco boa rd, not e d here, have already been shown 

t o g o very far back in the history of Stelco. 

TABLE 3-9 

INTERLOCKS BETvrEEN I NSTITUTIONAL SHAREHOIDERS LINKED 
BY THOSE REPRESENTED DIRECTLY ON STELCO BOARD -1973 

Director of Institutional 
Sha reholder on Stelc o Bd. 

represented 

*double interlock 

Other Institutional Shareholders 
Linked Through/Director 

Sa me 

IV-lAN UF ACTURERS LIFE (STELCO DIRECTOR MAli NING ) -

A. D. Nesbit t 
C. F. H. Carson ( Q. C.) 

Power Corp. (indirect relationship ) 
Canada Permanent Trust 

I MPERIAL LIFE (Stelco director Gibson ) -

W. S. Owen (Q.C.) 
F. C. Case 
J. G. Porteous (Q.C.) 
Paul Desmarais 

*Canada Permanent Trust 
(Chm.) Montrea l Trust (indirect ) 
Executive Fund 
Investors Group 
~-Montreal Trust 
Trans Canada 
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Director of Institutional 
Sharehold e r on Stelc o Bd. 

represented 

Other Institutional Shareholders 
Linked Through/ Director 

same 

SUN LIFE (Stelco directors Scully, Campbe ll ) -

J. K. Finl ayson 

I. D. Sinclair 

Roy Fund; United Corps.; Standard 
Life 
Canadian Investment Fund 

STANDARD LIFE* (St elc o directors Rolland, rvicl"laster ) ~ 

G. D. Birks Royal Trus t; United Corps . * 

NATIONAL TRUST (Ste l c o directors Young , Gibson ) -

R. M. Barford 
J. D. Barrington 
J. C • Parlee (Power 
J. G. Hungerford 
A. H. Lemmon 
A. J. Little 
R. G. Smith 

ROYA L TRUST (Stelc o 

G. D. Birks* 

D. N. Byers 
F. M. Fell (Q.C.J 
G. B. Gordon 

C . F. Harri ngton 
R. J. lr'J ilson 
D. G. lrJaldon 

Canadi an General Investments 
Excelsior Life 

Corp.) Great-Wes t Life 
Canada Life 
Canada Life* (C hairman ) 
Canad a Life* 
Maritime Life (Chairman ) 

director Campbe lll -

*Standard Li fe 
United Co rp orations 
Excels ior Life* 
Excelsior Li fe* 
Mutual Life 
Canadian Investment Fund* 
hWG Investment Gro up 
Supervi sed Investment (VP )(Exec. Fund) 
National Life 

CANADIAN INVESTMENT FUND (Stelc o director Rolland) -
D. W. Barr National Trus t* 

Canada Life 
G. B. Gordon* Royal Trust 
G. Arnold Hart (B. of lVlt l ) Sun Life(Hart Chm. ,Cdn.Inv.Fund) 
I. D. Sinclair* Sun Life 

INVESTORS GROUP (Stelco director Mannix ) -

30 direc tors on Investors Group and/or Gt. -W . Life or IvItl. 
Trust, including most Power people, plus the f ollowing l 

J. K. Finlayson Roy Fund* 
A. C. McKim National Trust* 
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There are, in addition to the above direct connec-

tions , a number of indirect ones. For example , A. C. McKim, 

a director of Investors Group and National Trust, is brother-

in-law to A. D. Nesbitt, who, as noted earlie r, is son-in -law 

to D. R. Mc Master (Clement, 1975: 310 ), and the son of one of 

the original founders of Po\'ver Corp. The law firm relation-

ship between A. M. IVIinnion and D. R. McMaster has already 

been noted. In addition, L. G. Rolland (president of Rolland 

Paper, was , before joining the Stelco board, a director of 

Gelco Enterprises. 40 Gelco is, according to Newman (1975: 

Ch. 2 ) Paul Desmarais' private holding company; in 1961 he 

had a 20% interest in it, which he increased shortly to 80%. 

Gelco is also the main holding company for Power Corp. 

Triarch Corp. is Gelco's investment manager , and through 

Triarch are found two other indirect interlocks to other 

institutional investors: A.G.S. Griffin, chairman, a nd J. A. 

McArthur, secretary, of Triarch, are president of Toronto and 

London and director of Victoria and Grey, respectively. 

Another indirect connection with the interlocked institutions 

listed above is that of C. A. Dagenais, director of Royal 

Trust, who is also a director of Marine Industries Ltd. (the 

Simard family, one of whose members sits on the board of 

Power Corp. ); Gerard Filion,' then president of Ti.larine I was a 

director of Canada Life, another institutional shareholder of 

Stelco. And lastly, a historical Stelco board connection is 

represented by A. Blaikie Purvis, V.P. and director of Cana-
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dian Investment Fund, whose father, A. B. Purvis was before 

him also a director of this fund as well as on the Stelco 

board from 1939 t o 1941. 

The above connections may be regarded as the most 

significant, since they link the Stelco board directly with a 

number of important institutional shareholders. Those which 

are large shareholders have already been noted. In addition 

to these, however, there are connections among institutional 

investors which - are significant in themselves because they 

imply potential co -ordination of investment portfolios through 

common and, in many cases, influential directors. 

As in 1961, the Me ighen -IVIatthews interests are rep­

resented in 1973 as i mportant institutional shareholders-­

Canadian General Investments (125,000 shares ) and Third 

Canadian General Investment Trust (12,00 0 shares ) are joined 

by common directorships. Through other directors, they ~re 

also linked to National Trust, - Exce lsior Life, Canada 

Permanent Trust, and London Life; National (38,000 shares ) 

is interlocked on the Stelco board, and the others hold, 

respectively: 36,500, 85,500, 8,800 shares. All-Canadian 

(36,000 shares ) is also linked to Canadian General Invest­

ments through investment manager for All-Canadian, Capital 

Dynamics, on whose board sits D. N. Kendall, also a director 

of Canadian General. 

United Corporations (32,900 shares ) is the parent 

company of United Bond and Share, which is the manager for 
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Roy Fund (23,900 shares ); these two funds are linked to each 

other by common directors, as well as being linked to Royal 

Trust, Standard Life, Dominion Life, Universal Savings and 

Equity, Canadian and Foreign, Fulcrum, and Victoria and Grey; 

the latter five are all relatively small shareholders ( under 

12,000 shares each), but these interlocks increase the 

potential effect of their holdings . Canadian and Foreign 

and Fulcrum (6,000 shares each ) are linked through H.R. and 

H.N .R. J ackman through interlocks between these two funds and 

through Economi c Investment Trust; A. B. ~~tthews (of the 

Me ighen-Matthews interests ) is chairman of Economic. 

Pacific Atlanti c Canadian (on whose board sits the 

same Sir Denys I.J3.\t.Json as was involved in Canadian Inte r na­

tional Investment Trust with H.R. Jackman and Stelco director 

H. G. Smith ) is linked to Toronto and London, which is in 

turn linked to Powe r Corporation through a Triarch director­

ship. These two funds control only 3,000 and 8,000 share s 

respectively, but again, their potential impact is magnified 

through influential directors' interlocks. One director in 

Pacific Atlantic ( the Hon. John B. Aird) is also linked t o 

another Stelco institutional shareholder, National Life 

(17,100 shares ) . 

Lastly, Prudential (21,000 shares ) is linked to 

Crown Trust (5,000 shares ) by H. F. Kerrigan, president of 

Crown and by a reverse directorship, W. J. D. Lewis, the 

president of Prudential Assurance and Prudential Growth Fund, 

who is also a director of Crown Trust. 
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Also on the boards of institutional shareho lders who 

own Stelco stock are executives of Algoma Steel and Dofasc o, 

as we ll as other interlocks whic h will not be detailed here. 

In addition to the obviously significant linkages mentione d 

above , the other important point to me made concerning share­

holdings' ability to effec t co-ordination among financial 

groups through shared directors is that the world of finance 

is indeed a small one. Tra ced far enough. undoubtedly all of 

the ma jor groups in Canada could be shown to be linked, and 

at a more genera l level, this is precisely the point - - there 

is a community of interests which trans cends the interests of 

specific groups of financi ers and corporate executives , and 

that interest is, in a word, capitalism itself. 

III THE INTERNAL DYNAlflICS OF MONEY 

In this, the final, part of the chapter a n examina­

tion will be made of the changing role of the various 

elements in the capital accumulation process as they are 

manifested throughout Stelco's development from 1910 to the 

present. Of particular concern will be the effect of long­

term debt on the financial structure of the corporation 

especially during major expansion periods. The discussion 

will be framed around the question of the applicability to 

Stelco of a number of points raised by Fitch and Oppenheimer 

(1970: Part III ) concerning the effects of financial inter-
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vention in corporations. 

Briefly, their argument, it will be recalled, is that 

evidence of the effects of financial control may be seen 

through five indicators: rates of capital accumulation 

(retained earnings or undistributed profits ); dividend payout 

ratios; debt policy; relations with other corporations; and 

purchasing and sales relations, all of which they claim 

differ from behaviour of a non-financially controlled cor­

poration. Of concern here will be only the first thre e, 

financial, indicators. F & 0 argue that when a corpora-

tion falls under outside fina ncia l control, its rate of 

growth as shown by the amount of retained earnings (or 

"ploughback") drops, while its dividend payout increases, as 

does its long-term debt. The logic of the argument stems 

from their postulating an antagonism of interests between 

financial and industrial capitalists (industrial ma nagers 

will try to avoi d debt and finance growth through internal 

savings , while it is in the interests of institutional 

shareholders and bankers t o h ave high dividend payout and 

heavy borrowing ). 

Under the conditions of monopoly capitalism, there is 

a bifurcation created in the reinvestment process--capital 

saved in one industry is reinvested in another, higher­

profit industry, with the financial institutions acting as 

the reinvestor of capital rather than individual enterprises 

(:III:66-67). Thus the "reallocation of surplus value--the 
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selection of corporate investment targets--is increasingly 

socialized." (:76). It is the financia l institutions and 

not the individual firms which are in a position to survey 

the entire corporate scene t o maximize returns on capital (:77). 

Fitch and Oppenheimer present their evidence in the 

form of a number of tables whose data is drawn from the usual 

business and government sources using aggregated figures , 

representing all l arge U.S. corporations for the 1960-1970 

decade ( and in one case, to 1955 ) . In one table (1111: 39 ) 

they show an increase in corporate dividend payouts as a 

percentage of profits, by asse t size of corporations, for 

the 1960-1970 decade. In another table (: 111192 ) they show 

a decline in stockholders' equity as a proportion of total 

assets (representing an increase in debt as a source of funds ); 

then in a graph and a related table ( II: 73,74 ) they s how the 

effects of increasing reliance on external source s of financ-

ing ( long-term d ebt and equity ) and a decline in the rela-

tive importance of internal sources (depreciation and re­

tained earnings ) . 

Fitch and Oppenheimer (:1111 73), although they use 

the figures, argue against the Federal Reserve Board's 

inclusion of depreciation in the calculation of internal 

funds as it overstates the role of internal financing rela-

tive to net=new investment. The rationale behind their 

argument against the inclusion of depreciation in sources 

of internal financing is that only profits finance new 
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investment; depreciation only offsets wear and tear on 

fixed c apital ( :73 ) . The argument, however, is further 

related to their previous definition of the rate of a ccumu-

lation within corporations I 

"Profits l es s dividends--retained earnings-­
represent the maxi mum portion of p r ofits t hat can 
be devoted to c ap ital ac cumu l a tion .... Thus if the 
dividend payout ratio increases, the rate of 
capital accumulation mus t decline, for relatively 
l es s of the co~ooration's profit is available for 
reinvestment." (:38- 39 ) 

In his critique of Fitch and Oppenheimer, O' Connor 

(1972: 149 ) s uggests that their argument that only profits 

finance new investment is incorrectl 

"In the traditional bourgeois and r\~arx ist economic s 
literature, capital accumul ation means the expansion 
of productive capacity , financed either by retained 
earni ngs or by borrowing. In Fitch and Oppenheimer's 
curious econ omics terminolo gy, capita l accumulati on 
means the expansi on of productive capacity financed 
s olely by reinvested profits ... if they mean tha t 
'capital accumulation' (their definition ) invariably 
declines when the dividend payout ratio rises, they 
are wrong . The reason is that total profits may be 
g rowing fast enough to finance both a rise in the 
payout rat io and a n increas e in the productive 
capacity .... " ( : 149 ) 

The problem appears to be , a l though O'Connor did not state it, 

t o pinpoint under what conditions external financ ing will 

have the effects Fitch and Oppenheimer cla im it does--

O'Connor's point seems t o i mply that the corp oration's viabi-

lity depends on its continued "ability t o pay" --that is, can 

bear both a heavy load of external debt and a hi gh payout 

rati o if it continues t o show a hig h profit. 

Fitch, in his reply to Sweez~ ( 1972bl 1 27) admits that 
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his and Oppenheimer's generali zations , particularly on 

" accumulat ion and the broa der tend encies of the system" need 

t o be and are being modified. 

The approac h whic h will be t a ken in this chapter is 

that depreciation can finance new investment because it is 

se t aside only on the books but actually represents a part 

of retained surplus whic h is .active to only a slight degree 

in maintenance of exis ting plant ( except under extraordinary 

conditions ) but is more a ctive in use for c apital expenditure s 

on expansion. Ind eed, stelc o in its annual reports s hows its 

a nnual d epreciation charge as a deduction from manufacturing 

profit before net profit is calculated--the amount on which 

dividends to shareholders is calculated. Howeve r, the dep­

reciation reserve (a cumulative figure representing al l 

annual depreciation charge s ) was a dd e d into the liability 

sid e of the balance s h ee t up until 1947 as was the operating 

reserve for suc h items a s furnace relines and rebuilds --in 

the annual reports from 1947 onwards, t he d epreciation reserve 

became a deduction from fixe d assets (whereas the operating 

reserve remained a liability). A c omparison of figures found 

in stelco's 1947 and 1948 a nnual report wi ll illustra te how 

depreciation charge s are potentially availa ble for new 

capital expenditures. (As a matter of interest, it was also 

in 1947 for the first time that Stelco's annual depreciation 

charg e included an allowance for assets partly completed, a 

change which foreshadows their advantageous switch to the 
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"straight - line" method of calculating d epreciation in 196o-­

a subject which will be dealt with in chap ter on industry­

government relations ) . 

In 1947 (Stelco's profit and loss statement ) 3.6 

million was charged a s depreciation and deducted from the 

operating p rofit ( a gros s profit fi gure, although they d o not 

call it this ) . Their fi xed assets were $92 .8, from whic h was 

deducted the depreciation reserve (cumulative figure ) of 

$51.8 million. Adde d to their lia bilities side was a charge 

of $3.3 million for operating reserve s (including furnace 

relines, rebuilds , and other maintenance costs ). I n 1948, 

t heir annual d eprec iation charge was $4.6 million, their 

fixed asse ts $107.3 million l ess the cumUlative d epreciation 

reserve of $55.8; their operating reserv e vvas $3.4 million . 

It will be noticed that the opera ting reserve and the 

annual depreciation charge are very s imilar; if there is n o 

ma jor furna ce rebuild that year a nd n o other maintena nce 

charges exceed the operating reserve, the depreciation charge 

that year does not represent a ny current " wear and tear" on 

capital equipment but in effect, contributes to the book 

value s of asse ts ( t he $51.8 million cumulative of 1947 plus 

the 1947 annual depreciation of $3.6 mi llion almost equals 

the cumulative depreciation r ese rve of $55.8 millionm 1948 ) . 

The depreciation cha rge will als o continue to mount, s ince it 

theoretical ly represents replacement of existing plant and 

equipment and is a percentage of existing assets eac h year. 
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It is a bourgeois econimic orthodoxy to assert that the 

bui ld -up of the d eprec i at ion reserve is to replace existing 

assets--only if they were totally destroyed or totally 

obsolete would t his be the cas e. In fact, since t he reserve 

is not used up in this way, it mus t be available t o finance 

new mac hinery and plant a s well a s maintenanc e of old. 

O'Connor's argument appears t o be a reasonable one, 

and the above exercise would seem to l end support to the 

inclusion of depreciation as well as retained earni ngs 

( called by Stelco " surplus" in its early years ) in the cal­

culation of internal sources of funds. 

The three t a bles and graph u sed by Fitch a nd 

Oppenheimer will serve a s the basi s of comparison betvleen 

U.S. a ggregat e data and data obtained for one Canad i a n cor­

poration, bearing in mind t ha t F & 0 base the ir argument 

only on figures for a recen t decade but that the Stelc o da ta 

will cover its ent i re history , beginning wi th its incorpo­

ration and trac ing its development t o the status of a mature 

c orporation (Stelc o reac hed the b illion-dollar mark in 

assets in 1972). Accordin g ly, annua l rep or ts from 1910 t o 

1975 were used as the source of data and various calc ula­

tions were mad e which yielded the graphs and tabl e s presented 

here . 

Fitch a nd Oppenheimer (:111: 44-45 ) argue that it is 

l a rge co rporations, those dominated by outside d irectors 

( especially representing financial interests), that have a 
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high dividend payout ratio and a high level of external 

debt; the bigger the corporation "the more likely that a 

s i gnificant section of its capital structure is composed of 

bonds and other long-term debt provided by financial insti­

tutions." :45). In their Table 2 (:11:74 ) they show that 

the corporate g iants, those firms with $250-million or mo re 

in asse ts not only receive most of the long-term credit but 

als o use the mos t in relation to their size (tha t is, long­

term debt increases as a percentage of total liabilities ) . 

It follows that equity-financing ("selling pieces of them­

se lves " ) will decline in proportionate importance in such 

corporations. 

The following graph (J-l ) was constructed using 

Stelco data, and shows the relationship between long-te r m 

debt as a percentage of total liabilities, and the debt-to-

equity r atio. (In corporate usage, the debt-to-equity rat io 

is long-term debt divided by " shareholders' equity"; that is, 

the total capital stock plus accumulated retained earnings . ) 

Not surpri singly, the graph shows a n almos t perfect correla­

tion between long-term debt and debt-to-equity ratio ( wit~ 

"leaps" or "lag s" dep ending on cha nges in capitalization-­

for example, in 1961, stock was sp lit four-to-one and in 1964 

there was a recapitalization after Page-Hersey was acquired, 

which altered the relationship slightly ) . 

The graph reveals that high long-term debt and high 

debt-to-equity ratio peaked three times, the first being 
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after Stelco was created, and the other two occurring in the 

post-war period when pla nt was being replaced and then a n 

ambit ious expansion project undertaken in the 1950's was 

f ollowed by acquis itions in t he 1960's and expansions through 

to the 1970's, culminating in the Lake Erie development. It 

will be recalled that Stelco was a creation of finance 

capital; for about the first five years of its operation, a s 

Kilbourn (196 0: 75) points out, it suffered from having a 

heavy load of obligations whic h were fixed despite any fluc­

tuations in th e health of the company: preferred shareholders 

and bond- holder interest had t o be paid regardless . In fact, 

an examination of the early annual reports reveals that 

Stelco paid dividends only on preferred shares between 1910 

and 1915 due to its financial straits . 

According to Fitch and Oppenheimer's Table 2(:111 74), 

corporations of asse t size $25 --$1,000 million in 1960 had 

long-term deb t ratios of 16. 0: Ste lco's was 19.0; in 1970, 

their ratio was 18.6, Stelco's was 22.0. Stelco was within 

this asse t range i n both periods. However, Stelco's rati o 

was ffi high as or higher than 22. 0 between 1910 and 1922, when 

its asse t siz e was $25 - 50 million, and the ratio was between 

31.0 and 41.0 in the period 1947 to 1955, when its asset siz e 

was $ 100-25 0 million. Thus, Fitch and Oppenheimer's argument 

about the relationship b e t wee n the long-term debt ratio and 

asse t size, at least over an extended period of time, does not 

appear to be on firm ground. 
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The following table gives the average f igures for 

the contribution which capital stock made to the company's 

total funding between 1910 and 1975. As can be seen, capital 

stock ( equity ) originally contributed 62% of these funds, but 

by the post-war period its contribution had declined quite 

dramatically, and dropped steadily until by the 1970's, it 

contributed only between 8% and 14% of the total funds 

generated. It can be seen that even a s reliance on external 

fW1ds has increased (the comparison of internal and external 

sources of funds appears in grap h 3-3 ) , that part of external 

funds made up by issuing shares has declined and the ma jor 

component in external sources of capital must,therefore, be 

debt. 

TABLE 3-10 

CAPITAL STOCK AS PERCENTAGE OF TOTAL ASSETS 1910-1975 

Average Average 

(1910 - 62% ) 

1910-1919 48.0% 1940-1949 17.9% 

1920-1929 35.4% 1950-1959 13·6% 

1930-1939 33·0% 1960-1969 18.9%* 

1970-1975 11.7% 
( 1970: 14%; 1975: 8% ) 

*stock split 4-1, 1961; recapitalization 1964--from $ 48- to 
$85 - million and from $ 88- to $ 128-mi11ion worth of s hares 
respectively . Effect was to temporarily increase stock con­
tribution, whic h is reflected in the higher average. 
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The next graph (3-2)*, a comparison of retained 

earnings and depreciation, does not create such a clear-cut 

picture. Since both are affected by the level of operations 

(a high-demand period with full production and hi gh sales 

volume , or the reverse), they may be expected to vary with 

the business cycle; moreover, they should be expected to rise 

in absolute terms a s plant is expanded, since greater assets 

wil l result in greater depreciation charges, and a higher 

level of operations whic h results from expanded plant will 

allow a higher amount t o be set aside from profits. The two 

lines appear to trace this d eve lopment in the post -war period, 

while up to that time, although depreciation and retained 

earnings fluctuated, their absolute value remained relati-

vely stable. In 1946, there was a sli ght downswing in the 

generally upward trend; this was the year of Stelco's first 

ma jor strike and profits fell (from $4.2 million in 1945 to 

$2.2 million in 1946 ) . (The entire war period, according to 

the company's analysis was marked by high levels of produc­

tion but low net profits due to wartime controls.) 

Although depreciation and retained earnings fluctuate 

quite dramatically in the postwar period, they often vary 

inversely: a fW1ction of the relationship between them 

(depreciation is a deduction from gros s operating profit; 

*Note: Both Graph 3-2 and 3-3, plotted at 5-year 
points, represent "smoothed" versions of graphs which would, 
if plotted on a year-by-year basis would show more fluctuations. 
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out of the resulting net profit, dividends are distributed 

and the rest becomes the retained earnings ) --thus, if there 

is a high depreciation charge for the year, there will tend 

to be lower retained earnings unless dividends are lower. 

Depreciation and retained earnings may be thought of as two 

kinds of savings strategy, both of which are related not only 

to profitability but also to rates of capital expenditure 

and how they are financed and written off on the books. 

In the postwar period, the retained earnings line 

peaks quite decisively four timesl in 1950, in 1959, in 

1968 and in 1974; the line also plunges sharply in 1969, 

another strike year (profits for that year were the lowes t 

since 1946 ) . That depreciation did not take the same drastic 

plunge appears to be due to the high level of capital spending 

during the period--using the "straight-line" accounting method 

for depreciation begun in 1969, d epreciation in 1969 drop-

ped due to the drop in the level of operations (this subject 

will be returned to in Chapter 6 ) . Each of the years referred 

to was one of high profit relative to the years immediately 

before and after it (with the exception of 1974, which was 

exceeded slightly by 1973 ) . Although demand fell off sud­

denly in mid-1970, the entire period beginning with the 1950's 

was one of high demand, and Stelco was involved in a series 

of expansion and acquisition programmes which followed one 

another with little interruption (see Chapter 4 for an analysis 

fo these developments ) . The first period identified as 
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"major" by Stelco was 1951-1953. and in 1955 the company 

announced another extensive expansion programme which was 

completed in 1958. In 1959 they announced yet another which 

ran through the period during which they acquired a number 

of companies. Land was acquired in 1968 for their Lake Erie 

development and construction began in the early 1970's. 

Thus it would appear that the generally buoyant 

economi c conditions made it possible for the company to re-

tain mor e of its earnings to he lp offset t he effects of its 

high l evels of external financing necessary for the huge 

amounts of capital its expans i ons consumed. The relationship 

between the profit l evel and t he retained earnings and dep-

reciation variables is illustrated as follows: 

TABLE 3- 11 

NE'r PROFIT. DEPRECIATION AND RETAINED EARNINGS 
AS A PERCENTAGE OF TOTAL ASSETS 

*strike year (se l ected years 

Year Net Depre- . Retained Year Net Depre-
Profit ciation Earnings Profit ciation 

1945 3.68 3.04 1.98 1967 6.15 4.35 
1946* 2.14 1.62 .45 1968 . 8·37 4.57 
1947 5.80 3·72 3.28 1969* 3.78 4.07 
1948 7.15 4.42 7.75 1970 6.53 4.07 
1949 9.00 5·36 6.40 1971 6.90 3.84 
1950 11.00 5.94 15.06 1972 6.50 3·85 
1951 8.54 8.01 5.89 1973 7.67 4.08 

1974 7.,13 3·35 
1958 6·31 6.70 3.18 1975 5·29 3. 06 
1959 10.70 6.12 9.01 
1960 7.13 5.82 3·75 

Reta ined 
Earnings 

3.45 
5·37 

.23 
3·90 
3·75 
3·52 
4.87 
4.67 
2.79 
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The two line s which appear in graph 3-2, along with 

the figure s from Table IX and fi gures on long- t erm debt h ave 

been combined to fo r m two composite l ines which appear in 

the thi r d graph (3 - 3 ) , as external versus internal sources 

of funds. 

Examination of graph 3 - 3 s hows that until the sec ond 

world war, the two sources of funds remained in fairly con­

stant relationship to one another , though with internal funds 

contributing slightly more than external in the peri od 1936 to 

1940. In the post - war period, however, the same phenomenon 

as noted before occurs: the two lines begin to fluctuate 

quite dramatically, and although they both increas e in rela­

tively the same proportions, by 1960 they begin to separate , 

with external funds climbing . The radically steeper climb 

f rom 1964 reflects growth beginning with the Page -Hersey 

ac quisition and continuing into the 1970's wi t h the Lake Erie 

development as we ll a s a number of other expansion or improve­

ment projects both in basic plant and finishing mills and at 

the various raw material sources i n whic h Stelco has whole 

or partial interest. By 1970, Stelco's long- term debt (bonds 

and debentures ) had increased to $110.2 million, and rose 

steadily to reach a record high of $361 million in 1975, 

with an a dditional $ 46.5 million in u.s. debt instruments 

issued the early part of 1976. Stelco would now appear to be 

at t he stage which exhibits to Fitch and Oppenheimer the 

earmarks of a mature corporation under financial control. 



8 L1 

5'bl Q'bl sSbl os 61 Sil bl ot>bl 5'<b1 Q~'o\ 5 ?b1 Olbl 

spun~ JO SdJ~nOS leUJa4X~ ·S~ l eUJ34UI 
(-( qdeJ8 

~ '<>'3;\ 
Slbl 011:>1 

z 

<* 

0':> 

ow 

03 / 

on 

l 

,z-

oo'C 

ozE' 

ott 

O't 

08't 

ool;-
OO O 'OOOl 

$ 



17 9 

Due t o the fluctuations whic h have occurred over time, 

however, the evidence is not conclusive-- the trend may again 

reverse itself. Nor is the situation one unique to Stelco 

among the steel producers. 

In a ~fuy 19, 1976 article, the Globe and n~il repor­

ted that it was anticipated that a " liquidity crisis " due t o 

inflation was t o be anticipated according to a study by 

investment analysts Touche Ross and Co. of Toronto --d ebt-to­

equity ratios have generally deteriorated as more businesses 

have turned to greater borrowing. The study indicated that 

in 1974, Cana dian non- financial corporations used debt as a 

source of 50.8% of their capital funds (compared with 27.7% 

for the previous decade ) . A Financial Post (August 14, 1976) 

article announced that with a slight slowing trend in the 

rate of inflation, bonds have become an attractive form of 

investment; the 10-1/ 2% to 11-1/ 4% yield (versus a potential 

6% average of inflation during the life of the bond ) appears 

more attractive than equity investment. This preference 

would, of course, have an effect on the ability of corpora­

tions to raise capital through sale of shares. In a special 

report on steel, the Financial Post ( June 5 , 1976 ) points out 

that the "big three" steelmakers were all forced to go to the 

debt market to finance their capital projects, all of which 

may be classified as not only "ma j or" but the largest in 

their respective histories. The effect has been a rapid rise 

in the debt-to- ( common ) equity rati o f or all three steel 
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producers. The combination of ambitious expansion projects 

financed heavily out of debt and a sudden downturn in world 

steel demand have caused all three producers to slow the 

pace of construction. Algoma in particular, in a weak 

financial position and having raced the fastest in the l as t 

10 years in its game of "catch-up " to modernize and expand, 

is "bumping its head against its borrowing limits". At a 

special March shareholders' meeting, Algoma increased its 

c apitali zation of preferred shares (preferred shareholders, 

it will be recalled, have rights on liquidation assets 

second in line after bondholders ), and the issue was "snapped 

up" - -presumably, FP be lieved, on investors' confidence in 

Algoma or its new owner, Canadi a n Pacific Investments. 

The following table lists divident payout ratios by 

decades for Stelco since 1910. Fitch and Oppenheimer argued 

that those in fina ncial contro l of a corporation would be 

interested in a highe r rate as a way of gaining funds for 

redistribution along lines of financial control and lucrative 

return outside the corporation from which they were obtained. 

Since F & O's Table 1 (:111: 39) breaks down the data in 

terms of ass et size, their range of percentages has been 

averaged for each category and appears in brackets beside 

the related Stelco figure. 
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TABLE 3-12 

STELCO AVERAGE DIVIDEND PAYOUT BY ASSET RANGE 

(as a percentage of profits ) 

Divident 

Asset range and years 
Payout 
Rang e (F & 0 Averag e ) 

$25 -49 million,1910-19 
$5 0- 100 " ,1920- 42 

!100-25 0 " 
' 250-1,000" 
'1,000+ " 

,1943 - 56 
,1957 - 75 
,1972 - 75 

14- 42% 26.6% 
30-580?~~" -:l- ( 86.0% 
-or exc 1. : , - '_ 
deficit- (49 . 7% 
26-88% 39.6% 
28-94% 45.8% 
34- 4740.0% 

*includes deficit during depression 

(35%) 
(46.5%) 

(49.5% ) 
(52.5%) 
{61.5% ) 

As can be seen, although the payout ratio has fluc-

tuated, it cannot be argued that the mature Stelco has seen 

a dramatic rise in the amount it has paid out as dividends. 

The ratio of dividends to profits was 29% in 1910 and rose 

to 210% and 580% in 1931 a nd 1932, deficit years during the 

Depression (the figures are a crude but dramatic way of 

illustrating that Stelco did not generat e enough profit 

those y ears to pay divid ends let alone set a side funds as 

retained earnings; the dividends were paid out of the cumu-

lative retained earnings which had built up from retained 

earnings in previous years ) . If these abnormal figures are 

excluded, the average for the $5 0-100 million asset range 

stage in Stelco's development is 49.7% of profits paid out 

as dividends -- this figure is in exces s of the average of 

46.5% calculated on Fitch and Oppenheimer's figures for this 
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range; however, it is questionable to what degree the 19300s 

d ecade is comparable with the 1960-1970 period used by Fitch 

and Opp enhe i mer. Their data a re based on corporations of 

varying size within the same period--the calCUlations for 

Stelco extend over its entire history, under varying 

e conomic conditions. 

If plotted on a graph, the divid e nd payout rati o line 

f or Stelco v{Quld show roughly the same double-U curve a s the 

debt-to -equity and debt-t o - liabilities lines, although since 

the 1960's, the rate has remained fairly high--between 34% 

and 53%, with a h igh of 94% in 1969 (it will be recalle d that 

Stelco's d epreciation and retained earning s were als o high 

during the 1960's period, a n extremely profitable one a lthough 

1969 was a strike year ). The mos t conclusive point which can 

be stated about Stelco is that despite economic conditions, 

it continued to pay divid ends --averaging overall 40.3% versus 

F & O's 49.0% " average of averages." This is still on the low 

s ide. 

In conclusion, F itch and Oppenheimer's argument about 

increasing financial control and about its effects mus t be 

taken as two separate arguments. Their indicators may or may 

not reflect inc reas ing financial control. While, as sh own in 

the previous parts of this chapter, institutional shareholding 

has b e come increasingly important, it cannot be said that 

external fi nanc ing in the form of debt has been cons istently 

important over time; it is more accurate to say that debt has 
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been vital to Stelco at certain key j unctures in its matura­

tion, and one can only make the minimal statement that it is 

at these periods that Stelco is most vulnerable to outside 

financial influence. 

Financial control potential becomes a ctual ac cording 

t o their analysis, especially under conditions of d eclining 

profits, in highly capital- intens ive industry locked in to 

existing fixed asse ts, and at "critical junctures" in the 

corporation's life, a s dur ing times of expansion and during 

ec on omic downturn; this is particularly t r ue for sectors such 

as mining and manufacturing , they point out, a s these sectors 

rely heavily on external funds at both boom and bust periods 

in the business cycle (: 11: 94). Thus Fitch and Oppenheimer 

do recognize that the r ole of external finance will vary by 

period as well as by industry. 

While the business cycle may have some effect, the 

main factor, a s s hown by the Penn Centra l example, is that 

a s corporations mature and all avenues for expanding produc ­

tion profitably ( as through increasing productivity through 

technological sophistication ) and continuing to add to asse ts 

r ather than depleting them, are exhausted, the corporation 

stagnates. stagnation, as Baran and Sweezy (1966) pointed 

out, appears to be endemic to monopoly capitalism; then it 

is certainly a point to which individual corporations move 

as they mature. barring other external variables such as the 

possibility of innovating without straining resources more. 17 
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Finally, Fitch and Oppenheimer's analys is implies an 

antagonis tic relationship. Whi le it may be true that finan-

cial interests h ave c ontrol of Stelco ( they certainly appear, 

on the bas is of the evidenc e a l ready presented in this 

chapter, to heavily influence it ) , there is n o firm evidence 

to suggest any antagonism. Stelco, despite its diffi culties 

with the expansion programme, appears to be viable and was in 

healthy financial condition befor e it began its programmes--

it is Algoma in fac t which has "bwnped its head" agains t 

debt ceilings while Stelco has no t. The current liquidity 
7 

crisis appears due t o a soncat~~~ion _of circumstances I 

numerous capital spending programmes caught in mid -stream by 

a sudden s l ump in world stee l demand which cut short a buoyant 

period that tempted expansion wi t h the l ure of increa sed 

profits. Had the trend continued, the expansion would, in 

the short run, have benefitted both financial and industrial 

interests, as hig h demand, high sales and efficient productive 

units wo uld have increased profits. The trend, however, 

carmot continue indefinitely. But for the present, even if 

Stelco's financial sources are "calling the shots," the cor-

poration appears to be holding its own. This could in part 

be due to the fact that Stelco is very much a part, a s it has 

been from its inception, of the inner circles of the Canadian 

indigeneous economic elite. This will be the subject of the 

chapter following. 
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NOTE S TO CHAPTER THREE 

1. Al l historica l information sunnnar ized from Donald (1915), Chapter s 
Three and Six. 

2. For an explana tion of the difference betHeen "bas ic stee l" ( or 
" primary production") and finished products , see the Appendix . 

3. Biographica l research courtesy of Ma ry Ann Daley . All an, one 
of the f ounders of the Hount Royal Club, wa s rated as a mi llion­
a ire. He h ad a number of i mportant dire c torships in industrial 
and financial corporations . 

4. Sources of biography on the Harris f ami ly: Canadian 1-7ho's 1-Iho 
and 1912 Canadian Men a nd Women of the Time. Research courtesy of 
Hary Ann Daley. 

5. Source: Canadian Nen and~lomen of the Time, 1912. 

6. Source for Ho l son: Kilbourn (1 960); for Redp a th : The Canadi an 
Album1 Men of Cana da, Vol. 3, P. 301. Research courtesy of 
Hary Ann Da l ey . 

7. Source : Canadian Men and Women of the Time , 1912. His othe r 
directorships a t the time of the publi shing of this biography 
numbered l5, inc lud ing Nat ional Trust and the Bank of Connner ce. 
He wa s a l s o pre s ident, in 1903, of the Montre a l branch of the 
Canadian Manufacturer s Associati on and, in 1890, o f the heta l and 
HnrdHare Association , and ,·;as a member of the tHO e lite c lubs , 
the St. Jame s an d t h e Nount Roya l. 

8 . Biographical research courtesy of Hary Ann Da ley . 

9. Kilbourn (19 60: 66 ) notes tha t just afte r the 1 907 recession , the 
merge r wav e of 1 909 -1911 saw 41 industrial ama l gamation s in CClnada, 
c reated out of 196 compan ies, in f lour milling, tex tiles, paint, 
coal, lumber, electri c pO,ver, a nd machinery , totalling a third of 
a billion doll a rs. 

10. Biographical resea rch courte s y of Hary Ann Da l ey . 

11. Biographica l res earch, from Can adian Who ' s Who and Canad i an Men an d 
Homen of the Time, 1912, courtesy of Hary Ann Daley. 

12. Senator Hood Has a:merchan t "lith political connections; Southam a 
director of rier c an tile Tr ust of Hami lton; f·1i lne invo l ved during his 
career in pr i vate b anking and as managing director of Northe rn Life 
Insurance Co. in add ition to h is numerous industrial ventures . Source: 
Canadian Nen and "VJomen of the Time, 1912, and Can a dia n Album 1-';en of 
Canada, Vol. II P. 257; re sear ch courtesy of Mary Ann Daley . 
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13. According t o Kilbourn (1 960: 81), Aitken s l owly disposed of mos t 
of his holdings, retaining onl y the ordi nary shares . It is unkno,vu 
whether this holding s till exists as an estate trust or in some 
other singl e block. 

14. In a number of passages , Kilbourn (1 960 ) brings out these points. 
Following the Stelco merger, the Monetary Ti me s was predicting a 
stee l trus t would be crea ted--not unreasonable , considering both 
the potentia l for it made possibl e by the financiers invo l ved and 
perfectly in keeping with Canadian history from the Hudson ' s Bay Co. 
omvards--monopo l y power "lith strong state. support , there being no 
effective combines act as there was i n the U.S. (: 82-83 ). Bu t 
equally importan t was the key held by Mcl~ster and h is supporters 
in the 1920' s--not onl y did he fee l uneasy about economic con­
ditions , but Kilbourn emphasizes , he had a " deep-seated" desire 
to keep contro l in his Dim hands ( : 138). He , like Hilcox before 
him, distrusted the effects of promoters on the board ( :136-139). 

15. According to the Financia l Post Survey of Industria l s 1975, as of 
February 26, 1975, CP I nvestments control l ed 50. 6% of Algoma, ",hereas 
the 1972 Statistics Canada Intercorporate Ol'lnershi2. shOlved Mannesmann 
as controlling 25% a t that time. 

16. Since 1968 Hhen Hal'lker Siddeley s old the Dosco plant, Sidbec, 
according to newspaper reports , has been engaged in modernizing 
and expanding pl an t and acquiring ore proper t y, though at the 
moment suffers from a huge deficit (Hamilton Sp ectator, December 
10, 1975). Sysco, already deep l y in debt to modernize plan t, 
interested Dofasco and an internat ional consortium of American, 
German and Dutch steel and f inanc ial interes ts in doing a feas i ­
bility study (Hami l ton Spectator , Dec ember 16, 1~75). The latest 
deve lopment according to the Financia l Times of Canada , June 28, 
1976) is tha t it appear s more likely t ha t neH pl ant ,.;ri ll be built 
by West Germans with the intention of exporting s emi-finished 
products overseas. At the moment, such a development does no t 
appear to affec t the other Canadian producers , since the bulk of 
t heir product is sold within Canada , a captive market due t o tariffs. 

17. The DrurilIl10nd family and the HcCal l interests Here i mportant during 
this time. Donald (1 915 : 269, 276 ) notes that Drummond, HcCall & . 
Co., montreal iron and stee l merchants, pr actically controlled the 
marketing o f a ll product s since a group of compan ies had been es­
tablished in car-Hheel foundry, iron production , an d pipe foundry 
busines s, as well since abou t 1875. In addi tion, the MCDougall, 
Dr UiTll110nd , and HcCal l interests were involved in Londonderry Iron 
and Hin ing Co. in the ear l y 1900's, and Drummonds formed a mining 
company to deve lop NeH BrunsHic k ore. He a l s o reports that it had 
been sa id that Drummond, McCall, a s a " selling bureau" con trolled 
marketing of such products as stee l rail. Acheson (1973: 69 ) found 
tha t G. E. Drummon d had married Hith the Cockshutt fami l y . The 
Drummond line appears to have almos t died out, as today there is 
only one Drummond left in Drummond, l·icCall and not in any exal ted 
pos ition. Ho,.;rever, the company survives as an impor tant steel 
service centre , serving as a marketing interme diary for steel producers. 
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1 8 . Although the author had gathered biographica L a nd interlock data 
for the 1969 and 1 9 73 Ste1co boards in detail a s we ll as tracing 
directors back t o 1 930, thanks is due t o Hary Ann Daley for use 
of biographical data on Stelco directors 1 910 -1929 , and for us e 
of her compilation of inte rlocks 1 910 - 1 973. Usua l source s for 
biographical informa tion inc l ude Canadian Hho's Hho ( variou s 
years ), Canadian Hen and Homen of the Time, 1 912; for director­
ship and principal corporation affiliation, Financ ial Post 
Directory of Directors (various year s), supp l emente d Hher e 
necessary by Canadian Hho's Hho , and reconfirmed by c ross-checking. 

1 9 . Data taken from Park and Park (1 973), Chapter Four and Tables III 
and V, P. 240 and 245, respective ly. Data from Ne\vman (1 97 5 ) is 
from Pp . 91-94, 110, and tabl e , P. 105. 

20. Institutional shareholder information from Financia l ' Pos t 
Survey of Funds 1974 (year ended 1973). 

21. All information on shareholding s taken from Ste lco annua l reports 
1910 to 1975. Publ ishing the average shareholding and the small ­
ho l der percentage , Hhich Hould indicate the pre-eminence of the 
"little man" is obvious l y a "political" strategy , since by the 
1960 ' s , Stelco had discontinued the practice of quoting average 
holdings and these had to be calculated from ava ilable information ; 
but after 1949 they no l onger quoted the percentages of those 
holding l es s than 100 shares , and what the aggregate figures hide 
can only be guessed a t. Examination of the 1976 shareholder records 
are suggestive . 

22 . According to the annual r epor t, both c lasses 'Here voting shares; 
the significance of the change , o ther than to increase c ap itali­
zation, is unknm·m . 

23 . Access t o these records is carefu lly guarded . ~,ly after acqu~r~ng 
a share in Stelco and af ter suspicious ques tioning and checking of 
identity and confi rmat ion of stockholder status wa s the author 
permitted to enter the room Hhere the r e cords \vere kep t--rOlv upon 
roV] of boxes crarrnned \'lith ledger cards occupying a l mos t a quarter 
of the space and excep t for the separation into brokerage and non­
resident holders , a j umble of shareholders ' names, individual and 
institu tional, arranged only a l phabetical l y . According to both the 
Montrea l Trust people and the V-P and Treasurer of Stelco, H . C. 
Chick, there i s no master list of shareho l ders . The impression 
conveyed by both organiza tions was one of remarkabl e neutrality--a 
shareholder wa s a shareholde r, and they professed to have no idea 
as to the relative size of the various c ategori e s of shareholders . 
As it was i mpossible to g o through al l o f the l edger cards (in four 
hours , only the brokerage accoun ts, non-resident accoun ts, and the first 
two l etters of the a l phabe t were examined), the author conducted a 
random check at various pl ace s in the alphabe t to obtain an impres-
sion of how shareholdings were d i spersed ; then select e d institutions 
and individuals Here looked u p t o confirm information obtained from 
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other sources , or to establish if heads of institutional share­
holder s ( fo r example, A. D. NeHbitt of Nesbi tt, Thomson, in \Yhose 
brokerage accoun t are 5,000 shares of Stel co) had persona l hold­
ings as Hell. The result \Yas no additional informa tion to that 
already obtained, a lthough holdings can be disguised in a variety 
of ways , a s noted in the text. 

24. Stelco , in its submission to the Roya l Commission on Corpor a te 
Concentration, conf i rme d the potential veto pO\.,)er of the board 
but argued that it had never been made actua l since Stelco 
( s o far a t l east ) has made apparent l y infallible judgments ~ 
See the submission, Pp . 101-102, and the transcript of questioning 
by Bryce e t al, Pp. 2521- 252 3. 

25 . Source for institutional shareholdings : Financia l Post Survey of 
Funds, 1964, 1969, 1962 editions . Information on share s issued for 
Stelco taken from annua l reports; fo r Dofasco and Algoma, from 
the Fi nancia l Post Survey of Industrials and Moody ' s Industrials 
, for corresponding year s. Totals for 1961 are 10\Y--insurance 
company pension fund holdings were not published . 

26. According to Park and Park (1 973: 82 ); their source is unknmffi , 
and institutions were not required t o report holdings to CALURA 
before 196 2. 

27. The presen t appears t o be such a period, as a Financia l Pos t 
artic l e dated July 17, 1976, indicates that, apparent ly insti­
gated by the Anti-Inflation Board restrictions on profit l eve l s, 
l a r ge pension fund investors ar e shifting investt.1en ts aI,my from 
equity to fixed-income or debt s ecurities, a development which 
doe s no t bode well for capital-strapped steel companies involved 
in major expansions. 

28. According t o Ne"wnan (1 975: 113). He puts a va lue of $40 , 000 
average on such a hol ding . 

29 . The Survey was first publ ished by Financial Post in 1962 and has 
s ince been arranged in its present format . In 1962, it wa s a 
li stin'g by type of fund but as there ~.,)as no SUITIiTlary by company, 
each fund ' s published portfolio had to be searched separately for 
any steel shareho l dings. No insurance and fe\Y trust companies 
listed their portfolios. All institutional shareho l ders and their 
directors discussed in this section are founu in the 1962 Survey 
of Funds . 

30 . See the Roya l Co~niss ion on Corporate Concentration, Pp . 82 -86 and 
P. 108 of Stelco ' s submission , as Hell as Pp. 25 , 35-36 of the 
Commission's transcrip t of proceedings. 

31. Sources: Canadian \ilho'smlo and F .P. Directory of Directors, 1965 , 
1973 . Park and Park (1 973) play dmm the inportance of the Canadian 
elites in favour of the U.S. interests . 
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32. Sources: Canadian Hho 1s Uho, (various years ), and 1912 Canadian 
lien and Homen of the Time. 

33 . Source : Canadian \-lho 1s Hho, 1 973 ; confirmed in Clement (1975: 319 ). 

34. Sources : Canad i an 1)110 1s Who (various years ) and 1912 Canadian Hen 
3nd Homen of the Time . 

35. Sources : Canadian Who 1s Who , F.P. Directory of Directors, 1973, and 
FP Survey of Funds, 1972. 

36. Source : F.P. Survey of Funds, 1962. Information on the original 
formation of Power Corp. , as well as on the maneuvre s of Mcsmarais 
in the late 1960 1s to secure control, may be found in Newman (1 975), 
Chapter THo. 

37. St e 1co 1s submission t o the Royal Commission on Corpora te Con­
c entration, P. 32 . 

38. Ibid ., P. 103. 

39 . All information on ~irectorship s taken from F. P . Survey of Funds 
1974 or ( in the case of trus t and insurance companies Hhich did 
not list their directors there), from the F. P . Directory of 
Directors , 1974. 

40 . According to the F. P . Survey of Funds, 1962 ; although no informat ion 
could be obtained in the Directory of Directors due to gaps in the 
set consulted. 



Chapter 4 STEEL AND TI1E CANADIAN PRODUCTIVE APPARATUS 

I CANAD IAN INDUSTRIAL DEVELOPMENT: PRELUDE TO 
STELCO 'S DOMINANCE 

In this chapter, a number of aspect s relating t o the role 

Stelco plays in the Canadian productive apparatu s and to the relation-

ship between the Canadian and American industrial machine will be dis-

cussed. Stelco Ivill be pl aced in the context first of early Canadian 

economic development and its relationship to the dominant ,vorld me t ropo lis, 

the United States, and then in the context of the steel industry as a 

Hhole and its i mpact on and dynamic interaction w'ith the dominant Cana dian 

me t ropolitan area and its hinterlands. Thus Stelco will be seen bestride 

t "ivO currents (which are not mutually exclusive) running through Canadian 

developmen t, that of the indigenous forces and that of the American, 

both as these forces established their bases of dominance and as they 

now interact and co-opera te. The focus wil l be not only on Stelco in 

terms of its development relative to other s in its industry but also in 

terms of its ever-increasing exp loitation of North American resource s 

arising out of the process of corporate gro\vth. In the second chapter 

dealing with productive r e lationships (Chapte r Five), a detailed exami-

nation will be made of olmership and directorial interlocks which in-

timately link Stelco to the mos t important areas of North American and 

international productive activity. 

1. Canada as Metropolis and Hinterland: Theoretical Perspectives 

Stelco wi ll be placed against a historical background of in-

dustrial development in Canada, a historical context Hhich will show 

190 
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Canada as part of the "metropolis -hinter l and" scheme of Hor ld-cap italist 

developmen t and also as an integral part of the set of relations es-

tabli shed between Canada and the United States and be t'veen these t wo and 

Britain in the course of the development of the IINorth Atlantic triangle ." 

These notions require some explanation, which will be the purpose of this 

section. 

The " metropolis-hinter l and" ( or " core-periphery" ) model as deve l op-

ed by Andre Gunder Frank (19 67) and others finds its bas is in the }iarxist 

insight regarding the f undamental tendency tmvards centrali za tion inherent 

in capitalism. Just as there is an inbuilt contradiction between the 

increasing wealth of one class and increasing i mpoverishment of the o ther 

dominated clas s, s o there comes to be a polarization in the degree of 

development between the c entres of me tropolitan dominance and the satellite 

areas . The contradiction expresses itself in the form of increasing 

development in the metropolis and increasing under-development in the 

hinterlands. The two polarities are related in a complementary relation-

ship--under-development occurs because of metropolitan n ee d and ability 

to extrac t economic surplus from hinterlands to further its o,m develop-

ment; the hinterlands r ema in or become underdeve loped due to lack of 

access to their mm surplus. As Frank (: 8-9 ) exp l ains it , the contra-

die tory relationship of satellite to metropolis 

"runs through the entire ,vorld capitalist system in 
chain-like fashion from its upp ermo st metropoli tan 
world center, through each of the various national, 
regional, local, and enterprise centers." (:10). 

A number of consequences flow from this relationship, a ccording 

to Frank: the sate llite come s to be ever more dependent as metropolitan 

dominance continues , and with increasing penetration of the satellite 's 
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economic system, the exp loitive relationship comes to dominate other 

aspect s of the exploite d area, spreading into non-economic instituticns 

such as the political and the cultural. 

The mode l has a great dea l of exp l anatory po,,,er , espec ially 

Hhen applied to relations betHeen the forces of capitalist i mperialism 

and third -world areas such a s Latin America , but must be modifi e d to 

become app licable to the Ca nadian case, which, although like Latin America 

bears the i mprint of American and other foreign imperialism, differs in 

the extent of its deve lopment, the nature of the power-base of its in-

digenous e lite s, and be cause of this, in the nature of its re l ationship 

to the United States and the res t of the developed capitalist world. 

Canada, although not an i mperia list power, operates with particular 

efficacy out of a strong financial base especial ly in banking , and its 

activities extend not only into the Caribbean and Latin Amer ica but als o 

into the developed countries of Europe and into the United Sta tes, ,,,bere 

Canadian banks have been a ctive for about a hundred years (see Nay lor, 

1 
1975b; Harshall et a1., 1976) • This r ev erse flow of foreign investment 

and involvement , a l though having much l ess of an i mpact on the United 

States than Amer ican involvement in Canada , neverthe l ess poin ts t o the 

rel evance for Cana da of Frank's II subsidiary thesis": 

"If it is satel lite status ",hich generates underdevelop­
ment, then a weaker or l e sser degree of metropolis­
satellite relations may generate less deep structural 
underdevelopment and / or allow for more possibility of 
local development." (1 967: 11). 

If only implicitly, the metropolis-hinterland mo del over-s tresses 

the dependency of hinterlands and the ability of metropolitan forces to 

insulate themselves from hinterland r eaction. It is esp ecially important 

to emphasize the interdependent nature of the relationship--while hinter-
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lands do become dependent upon metropoli se s for the impetus for and 

nature of deve lopment Hhich Hi ll occur ther2 , the hinter l and is vital 

to the surviva l and growth of the metropolis, both in terms of supplying 

raw mater ials and in terms of providing outlets for metropolitan goods 

and services . This is especial ly relevant '>vi th incr eas ing product i ve 

capability as the logic of monopoly capitalist over-production and 

surplus accumu lation Horks itself ou t. There is, then, interdependence 

as well a s dependence, although in terms of power, the relationship is 

asyrrunetrical. 

A number of other points concerning the relationship bet,'leen 

metropolis and hinter l and mus t be highl ighted fo r the Canad i an case , 

c:.nd 'vill incidentally point to aspects of the model which may be mi s­

unc1.er stood . 

Kerr (1967: 53 ) sees the metropolis as a "centre of ,,'ea lth and 

pm'ler" ,vherein a re loca ted the large economic es tablishments such as 

corporations and financia l institutions, and from which emanate decisions 

and po licies ,-1hic1l. shape the dependent areas , and to Hhich flOl., funds , 

materials and people in a reciprocal relationship. The relationship is 

also dynamic, its outlines s;.l.ifting with changes in competitive status of 

various elements . Kerr examines a number of indicators , all of Hhich 

give evidence of the status of Montreal and Toronto as the main metro­

politan centres of Canada, followed by the regional metropoli se s, Winnipeg, 

Vancouver, and Halifax, with Quebe c City and Ottawa having more "speciali­

zed" roles. The indicators Kerr uses include such items as population, 

value added in total manufacturing activity, total income tax paid, and 

assets of leading corporaticns and lea ding financial institutions (:532-

537). They all show Montrea l and Toronto as being the vital centres, 



together accounting for about 37% of al l value added, or, Ivhen the 

industrial "node s ll Hithin 50 miles of each are included, over tHO-
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thi rds of al l manufacturing activity in Canada (:533). Se condary in­

dustry is highly concentrated in these tHO reg ions which together Kerr 

terms the "Hear tl an dll of Canada ( : 538) • In addition, the head offices of 

all major corporations in Canada (those with assets over $50-million) a re 

highly concentrated here--out of a to ta l of just over $27-billion in cor­

porate asset s, Montrea l Ivas headquarters for 38.1% and Toronto 36.7% of 

them. Similarly, l eading financia l ins titut ions ( those with over $250-

million in asset s) are highly concentrated--out of a total of over $41-

billion, Mon treal and Toronto headquart ers repre sented 41 .6% and 45.3% 

respec ive ly. The va lue of stock marke t tr ans ac tions pass ing through 

Mont1eal and Toronto ( 26.3% and 67.1% respectively ) is also extremely 

high ( :537). 

Kerr (:536) attaches greater significance t o the workings of the 

capital marke t than to head office location as an indication of urban 

primacy. It is obvious that if 93/0 of all tra de goes through the Toronto 

and Hontreal exchanges, and if n elV security issues are undenvr itten pre­

dominantly from both markets, then the mos t important aspects of c ap italist 

fin ancing, l arge-scale borrowing and lending, are under the control of 

financiers operating out of this "j oint metropolis" and they command a 

large part of the Canadian economy through their activities. 

The class and regiona l compos ition of the Canadian corporate 

e lite, a s wou ld be expected, a lso correspond with "Heartlandll primacy. 

Clement (1975) found that those born in \ves t or East Here under-represented 

in the elite in terms of their population base, and further, that the re 
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was a higher percentage of the e l ite of upper-class orig in in Ontario 

and Quebec due t o " their longer established and more crystallized class 

structures" ( : 225). There Has a lso a high degree of similarity betlveen 

the Centre ( or Onta rio-Quebec Heartland) and the East in terms of cl a s s 

structure, ",hile the I'lest, Hhich Clement terms an " i mmi grant society" di d 

not have a s clo sed a class structure at the time ,vhen the present elite 

Ha s growing up and con sequentl y, has a l a rger representation of middle-

class members than either Centre or Eas t. The Hest a l so differs in terms 

of economic sectors .7here Canadian elites hold directorships and in the 

extent of " compradorization . 1I2 Hestern e l ite s a re over-represented i n 

oi l and gas pipeline utilities and resources, and under -represented in 

finance and manu f acturing ( :227 ). This is significant in that Ontario 

and Quebec , where 62 . 7% of the elite come from upper-cla s s orig ins , 

represent the locus of indigenous Canadi an e lite sectoral strength and 

dominance: manufac turing, finance, transportation , and uti l ities . The 

Hes t , with on l y 50 .0% of i ts elites coming from upper-class origins, is 

also the area of foreign dominance in the resource sectors, which have 

provided some mobility for middle-class Canadi ans into the " comprador elite" 

in the service of the foreign-o,med corpora tions. 

There is a smaller difference in the proportion of the elite of 

upper-class origins betHeen Centre . and East ( eleven percentage points ) 

as compared to Centre and Hest ( thirteen percentage points ) , which indicates 

that 

" it i s no t so much the l eve l of development within t he 
. region a s the maturity of the class structure which 
determines mobi l ity. Neasured in terms of development, 
the East wou l d be more similar t o the West than to 
Ontario and Quebec . " ( : 22 7) . 
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Regard l ess of r eg ion of birth, the Ce n tre , with 68% of a ll Canad i an­

born members of the current corporate e lite, h a s the " dr m¥ ing power" 

one wou ld expec t of a domin ant metropolis. 

These data l ead to a n i mportant poin t regarding t he metropolis­

hinterl and model: economic un de rd evelopment is a cons e quence of the 

class structure and the way it h a s operated a t various points in i t s 

hi story. That is to say, t he model refers no t just to geographic phen­

omena but more fundamenta lly, t o socio-economic ones. 

For examp le, while Davis (1 971 ) vi ew s hinterl and s a s the rel­

a tively underdeveloped or colonial area s whi ch expor t extract i ve or semi­

finishe d ma t e ria l and ac t as pools of l abour - po,¥er for the me tropolis, 

he a l s o adds the dimension of regiona l or nationa l power-structures , 

,¥ith the ir u r b an upper-cl as s e lite s an d hinterl an d peasan ts an d urban 

proletarians ,ili a l i ve within metropolises but are no t par t of its power. 

" Hetropolis continuously domin a t e s and exploits hinterland --whether in 

r eg ional, national, class, or ethnic terms." ( :12, empha sis added). Thus 

within Canada, Quebec, fo r example , h a s a c ted in the ro l e of hinterl an d 

for English Cana da both in regiona l t e rms an d in cl as s and ethnic terms, 

while at the same time, a national elite has con centrat e d it self in the 

Hontreal-Toronto joint metropo lis. 

Geography must be understood as contributing to the determination 

of metropolita n and hinterl and status both inciden tally and dire ctly - ­

that is, by contributing i n part the conditions for or hindrance to the 

opportunities which led to the forma tion of loc al class structures, and 

directly, through the presence of r aw materials and othe r reso u rce s 

needed for developmen t. Thus, r eg iona lly, central Canada became im-
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portant because it wa s there that local power structures developed and 

expanded, and eastern and western Canada became important a t various 

stage s of capitalist deve l opment in terms first of stap le extraction and 

then in terms of industrial resou rces, attracting both Canadian and 

American exploite rs. Resources are an acciden t of geography and the 

exploitation of them dependen t on the stage of industrial development ; 

dominan t classes, on the other h and, strive to tr anscend geography and 

gain control of development. In Canada , historical circumstance s have 

l ed toa " truncated ll class structure of indigenous and comprador e lite s 

operating within the same geographic boundaries but from di fferent power 

bases , created by the intrusion of (ma inly) American foreign investmen t 

particularly in the manufacturing an d resource sectors Iyhich the indigenous 

e lite had been reluctan t or s l ow to develop . As wi ll be shol'~ , the iron 

and steel industry in its early stages exhibited such an American im­

print. HOlY it c ame to be IIC anadian i zed ll is in part resu lt of an inter­

play of sh ifting forces and conditions as new frontiers and entrenched 

group s seeking their advantage interacted. 

Such considerations , however , mu s t not be understood in terms 

of a .ifrontierist ll interpretation of Canad i an his tory. The IIf ron tier" 

approach, as Care l es s (1 954 ) points out, asser ts tha t the f ormat i v e 

influence on North American history has b een the open frontier , the key 

princip l e being that continuous adaptat ion to the conditions of that en­

vironment created an "American content ... within externa l forms ... inherited 

from Britain or France" (:6), t hus obltterating the distinction between 

Canadian and Amer ican deve l opment. The direction of influence was thought 

t o be from frontier to old establi she d centres, bringing enriching and 

s timulating ideas such as II rugged individualism" and " ega litarianism". 
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Such an approach ignores the "dominating pOHer of the organizing, con­

trolling metropolis'! ( :11 ) , the influence of the seas b e yond, extending 

back to Europe and the influences which have made the nations of North 

America modified extensions of that east-,,,est projection ( : 13 ) . 

In North America, as Brebner ( 1966) , Marshall et al. ( 1976) , 

Wilkins (1970) and others emphasize, mercantile pursuits Here as much 

the modu s operandi of the rising new classes as they ,,,ere of the mother 

country. For the American seaboard colonies, it meant i gnoring British 

trade restrictions and carrying on trade not only in the Amer ican col­

onies but in the West Indies and involvement in the African slave trade 

(Wilkins : Ch. 1; Brebner: Ch. 3 ) , and quickly l e d to the development 

of small, local manufacturing concerns , and to a rapid expans ion in 

co~uercial act ivities on their o~m account after the American Revolution. 

For the Canadas, it meant the development of a class ,,,hose wel lbe ing 

depended on their links with British mercantili sm, the building up of 

commercial infrastructure sui ted to trading pursu its, and a n economy which 

b e came over-deve loped in its sta ple export o r i ent a tion to the detrimen t 

of manufacturing ( Nay lor, 1 975a) . 

The response to the imperialistic presence of Great Britain wa s 

differen t in the Canadas than in America, and after the Ame rican Revolu­

tion, Great Britain*s response to the two ,,,as also different. Although 

both areas were important sources of timber to Great Britain during the 

Napo l eonic Ha rs, Britain found herself involved in int ense competition 

,"ith the Americans for the Hest Indies trade and especially in the period 

follo\Ving the Civil \~ar l\Then America emerged stronger than ever , obliged to 

make concessions in order to retain needed American ami ty. After the West 
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Indi an contests, the Maritimes saw their hopes for the routing of Carib-

bean trade through their ports dashed. The centre of Canadian gravity 

r emained firmly ar ound Montreal as entrenched groups there strengthened 

the ir ties ,vith and de pendence on Britain, and concentra ted their efforts 

on e stablishing and retaining a "commercial empire of the St. Lalvr ence." 

Upp er Can a da a l s o s aw the Grea t Lake s and the St. Lawrence syst em as 

be ing a key to their mvu trade prosp erity, and leading clas ses there Ivere 

de t ermined to r eali ze the ir a spira tions which h ad been i gnored by Br itain du e 

to British commitment to maritime tr a de (Bre bn er, 1966: Ch. 5-6). 

It ,vas the 1'Laurentian School" of historiography, Careless notes 

(1954: 14) , \vhich r ecognize d the i mportance of this \ya t er-vay, which fOl.lIle d 

an ex t ensive ne t ,york fir s t c ent er ed ar ound Hon tr eal, a s an i mportant ba sis 

of Canadian development. The St. Lawrence a r ea, the first Cana dian me tro­

polis, h owever, was also the s c ene of a series of compe titive struggles 

set in motion by British me rcantilism, which figured i mportantly in the 

rivalry be t\ye en Toronto and 110ntreal for the adjac ent hin t erl ands, a nd as 

the wes t ern f rontier beg an to be pushed back , evolved into riva lry be t ween 

Canadian forces (for command of the 've stern hin terl ands t h rough the St. 

Lawrence and its canal systems ) and the Americans operating from ex ten­

sions of the Hudson River sys tem, notably the Erie Can a l ( Spelt, 1972: 84). 

The ingredients of the North American-British triangle are found 

in the colonial period and are proj ec ted fon-7ard to the pr e sent, \vi th 

various theme s and issues interwoven throughout the sep a r a te but intima tely 

related development of Canada and America. At the same time that growing 

industrialism in Britain caused it to disregard the needs of the dep endent 

Canadas by such acts as repeal of the Corn Laws and caused dominant groups 

within Canada to fall back upon their o\m resources as best they could, 
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Britain was becoming increasingly dependent on Canada as an outlet for 

investment , the foundations of IIfinancial i mperialismll having been 

gradually built up, as Brebner notes (1966: 179), thus making Britain 

anxious about the security of loans it had made for canals, raih,ays , 

and other ventures. The dependence of Canada on Britain wa s exacerbated 

by the threat of American expansionism wh i ch caused the Canadians , Brebner 

argue s (:143), to IIpersuade themselves that they Here mor e British than 

they actually were ll as a defensive response. Such a response a ccounts not 

only for the slovmess ~vith ~vhich Canada adopted II con tinental" pa tte rns , 

but also the strengthening of the h and of local oligarchies ~vho drew their 

pOHer from their British connections. These groups bec ame all the more 

entr enched and al l t he more reluctant , as Naylor argues (1975), to abandon 

their traditional modus operandi. Such responses to their situation as 

the National Policy of Protection of the 1870 ' s wa s designed not only to 

shore up British confidence in their Canadian investments, present and 

future, but to create the conditions \vhereby belated industria l development 

could be begun for them by Americans interested enough to move behind the 

tariff barriers raised up, a ssume risks and provide the fin ance-based 

Can adian elite Hith ready investment outlets (Naylor, 1975a: Ch. 2). 

The die had been c a st for the role Canada was to play in the tri angle; it 

was a peculiar one, sHinging betHe en dependence and assertiveness , for, as 

Brebner (19 66) puts it, Canada 's exper i ences had taught it that 'despite 

the fac t it Ha s destined to be a minor power c aught between tHO great ones, 

Canadians 

IIhad a l so rediscovered the Horking principle \¥h ich had 
emerged during the reciprocity n egotiations of 1854, 
that is, that both Great Britain and the United States 
had certain specific interests in Canada Hhich could on 



occasion be stimul ated to activity , and actua lly in­
tensified , by p l aying one off against the other , to 
Canadian advantage." (: 20 3). 

201 

The ingred i ents of the triangle were varied, but they amounted 

to an interdependence of needs and a comp l ementarity of interests re-

inforced by the " psychologi ca l propinquity" arising from cultura l origins 

shared i n common. Some of the more important aspects may be brief ly 

summarized. Both Canada and the United States absorbed the surplus 

population of Britain and Europe ; in turn, immigrants provided necessary 

labour inputs for the agricu ltura l areas being opened up in the Wes t and 

for urban factories. Al l three countries provided marke ts for one 

another. Americ ans and Canadians interpenetrated one another* s territory 

in the search for ra,,, ma terials. Their rai l systems crossed each other ' s 

territory or each had traffic rights on the other ~s, providing strategic 

links betl.;reen the two countries. The Great Lake s and the St. Lawrence 

became an important shared \Va ten-lay for cheap bulk transport of goods and 

raw ma terial s. Both c ountri e s needed foreign outlets for agricu l tura l 

cash crops. Since the existence of the British Prefer entia l tariff i n 

1897, Amer ican branch plants in Canada ,,,ere assured acces s to British 

marke ts. Both America and Canada were recipient s of British investment 

capital in varying quantitie s. Both nations contributed t o the survival 

of Britain during the two World War s. ( Brebner , 1 966 : Ch. 13-15). The 

ne t effect of geography and history was continuing interdependence , 

a lthough Canada \Vas less po\Verfu l than the United States. 

Thus mus t the metropolis-hinter l and mode l be modified to take into 

accoun t the often confusing mix of conflict and co-operat ion, dependence 

and interdependence, assertiveness and passivity , action and reaction. As 
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Davis (1 971) argues, the Marxian dia lectic based on the premise of l ong­

run changes result ing from oppositions mus t be modified over the shor t 

run , for although contradictions abound in the re l ations between dom­

inating and dominated force s, a dynamic interplay is involved; hinterlands 

do fight back against metropolitan exp loi tation in order to gain a larger 

share in the exist ing system , and conf lic ts oft en rema in l atent for long 

periods , often temporari ly "outweighed by conditions of prosperity or by 

t2mporary alliance s in the face of large r confrontations. " (:1 2). In the 

case of Canadian-American relations , those "temporary" alliances have been 

extended for a number of generat ions, and those "dominated'! do a con­

siderable aL:lount of dominating on their mID account. The "larger con­

frontation" which has remained mainly latent is that of the challenge t o 

the capitalist sys t em itself. On that is sue , Canadian elites are not onl y 

staunchly united but staunchly " continentali st" in orientation. There­

fore , ,,,hile it is true that , as Davis asserts , foreign i mper iali sm has 

ahlay s had a hand in the deve l opmen t of Canada , it is a l so true tha t the 

Canad ian elite has had an ability to con t ribute shaping forces to Canadian 

development , regardless of the grotesque form v1h ich h a s resulted , or the 

fact that they mu st share the field with foreigners "lho have snatched a'.Jay 

many of their advantage s. 

One further point ,.,ill l ea d direct l y into a discussion of the 

development of the Canadian steel industry to maturity . Friedman (1 972: 

84) adds to the " pure l y economic ll formulation of the metropolis-hinterland 

model the "spatial dimension,1I that of a IIfield 0'£ forces " or patterns of 

II re l a tions and tensions" which include such factors as power, communi­

cation fields or interaction, and decision-making. He stresses the conflict 



20 3 

:=!spect of social change in the pattern of " au thority -dependency" relations, 

rather than static aspects. And he distinguishes development from growth-­

development being cha r acterized by innovations Hhich lead to tr ans for­

mation s of social systems. Such condi tion s of innova tion are genera lly 

pre sen t in l arg e and rapidly gro,oling urban systems, or at the points of 

highest interaction in a co~~unication field , from ,vh ich core innova tions 

diffuse dmmHar ds and ou twards to area s of 10loler or peripheral inter­

ac tion. App l ying these conc epts to Canad ian development, Nay lor's con­

clusions (1975b: 282-283 ) a re especia lly cogent: Can ada had " no l ack of 

c apitalists of undi sputed ability" - -in ra ihvay s, utilities, commercial 

banking, and f i nance , a ll activities ,olhich a small, tightly interconnected 

group monopolize d a s a r espon s e to colonial dependency, and c ontinued in 

these pa tterns , thereby stifling industrial entrepreneurship of any im­

portance . As a result, much of ear ly Canad i an industri a l deve lopmen t mve d 

its existence to Americ an i nnovation , first through mi gra tions of i ndivi­

dua ls with skills and t echniques l earned in the U.S. ( and often , accom­

panied by their o~m machinery ), and l a ter throu gh the spread of branch 

plants set up to marke t or manufacture produc ts Hhose i nnovation Americ an 

t a l ents cou ld claim as th e ir o,.'1l (Hilkins, 1970 ; Mar shall et a l., 1976). 

Th is vacuum, Naylor argue s, l ed t o the dependence on Amer ican industrialism 

for Canadian deve lopment and h ence to the distorted natur e of the Canadian 

economic structure . 

The t ,vo " gre a t Canadian success stor ies," agricultur a l i mple­

ments and the primary iron and steel industry, are seen by Naylor as 

" exceptions that prove the r ule"--the rule of t he Cana di a n industrial 

vacuum-- since these industries wer e created in Canada by emigr e Amer ican 

entr epreneurs with no Ame rican OImership ties but ,vith access to American 
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c ap ita l and patents. The iron and steel industry Has created by American 

Ilbonus-hunters ll Hho Here also wi thout formal ties to Amer ican o'\Tl1ership. 

Although this l a tter point is overstated by Nay lor (his s t a t ement does not 

apply to Stelco) , these considerations are i mportant ones from which to 

beg in a di scuss ion of hOH it c ame to ~as s t h a t the iron and steel industry 

wa s IIC anadian i zedll and the American influence which initiate d it diluted 

to harml es s proportions Hhich allm.,red a Canadian elite to move in and 

establi sh a fair ly firm pOHer base. 

2. RailHay s, Stee l and Canadian Industri a l Development from 1850 

Historical evidence sugges ts that there Has mar ked groHth in 

manufacturing in colonial Cana da only after 1850. Industr ial development 

occurred in the Mari t imes as \.,re ll a s in Upper and Lm.,rer Canada, but its 

characte r wa s not the same there. In Upper Canada, due to the early in ­

troduction of steam-driven machine production, there was more concen-

trati.on of production and c apita l (Ryer son, 1975: 259), wherea s in the 

I1ar itimes, small individual c apitalist enterprises such as sa\\1Jl1ills em­

ploying only two or three persons , on the average, persisted even in 1 871. 

Only in mining and related area s Ha s there any sign of significant grm.,rth 

(: 218) , and much of this ,.,ra s und er Amer ican gu i danc e, as \.,rill be discussed 

l ater in connec t ion ,.,rith coal and steel. Capita l i mports t ended to by -p a s~ 

the Har itimes. After the brief surge of prosperity Hhich the timber trade 

brought to them in the period of the Napoleonic wars and the era of the 

wooden sailing ship had passed, so too did the Maritimes continue the ir 

slide into economic oblivion save for the i mportance of coal and steel 

during the l a tter part of the nineteenth century. Horeover, t here ,,,e re 

significant differ enc es among the Haritime provinces in terms of develop-
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men t --mos t indu s try c en tere d around Nova Scotia, especial ly in shipbu ilding 

and construction ; New Brunswick 's economic base wa s der ived from the 

fores t industries; Prince Edward Isl and depended on agriculture; and Ne,y­

found l and only on the fi sher i e s. 

The grea t landed propr i etors , absentee or othen"ise, "held sway" 

in Hal ifax , St. John's and Char l ottetm·m, and in 183 7, Nova Scotia wa s 

s till ruled by " an ama l gam of colonial-military officia ldom ,vi th a close ly­

knit group of merchant-bankers possessing strong ties ,yith London com­

mercial h ouses." ( :194). Harit i me s capital accumulation drained 8\yay t o 

Br ita in (:197). There wa s no rising class l arge enough or strong enough 

t o challenge corrnnercial h egemony as ther e wa s i n Upper Cana da, ,,,here an 

incipien t industr i a l bourgeoisie in a lliance ,yith sma ll merchants, profes­

s i onals and urban workers demanded r eforms and protested the cha in of 

dependence which l ed from the Compac t to the 110ntreal financia l hou ses an d 

thence t o Britain (: Ch. 5-6). They demanded "fr eedom of the market" in 

trade, and denounced the l and monopoly a s a de t errent to industrial devel op­

men t (: 107) • 

In Uppe r Canada , sma ll industria l beg inning s ,,,ou ld blo ssom when 

the raihyays opened up new area s of contact and opportunity. By 1817, 

s t eamers wer e traversing Lake Ontario and a s early as the 1830's, a foundry 

at York produced marine eng ines (: 98). But for the most par t, before 1850, 

manufacturing in Upper Can a da could bes t be described a s localized in 

small village s (" service" rather than marke t-ori en ted, serving l oca l i n­

h abitants' needs , and oft en based on barte r ,yith l arge ly self-sufficient 

farmer s r a ther than integrated into a money economy), and production wa s 

of the handicraft or workshop t yp e. Due to inadequate transportation, 

settlements were isolated from each other ( Spelt, 1972: Ch. 3). 
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Hith improved road transportation, these local ized " service" 

industries did not increase proportionately with the increased popu­

l ation but remained small and h andicraft types, while ne\V industries \Vere 

establi shed or grew out of old ones in response to wider marke ts within 

Ontario, l eading Spel t (: 79) to term them " propelling industries·· because 

they wou ld later contribute t o the evolution of urban centres and to the 

creation of a n at ional economy . In these ear ly year s, isolation from 

the dominant St. Lm>Trence metropolis and from British imports encourage d 

indigenous industry, temporarily protecting it from severe competition by 

virtue of distance and transportation inadequacies. By 1851, such in­

dustries as sa\Vffiills and gristmills predominated numerically, constituting 

close to 88% of a ll industr i a l establi shments in South-C entra l Ontario 

( timber and grain were important export staples at that time). Lumber­

planing mi lls, lath, cabinet, boot and shoe, and carriage factories als o 

existed, as wel l as wool l en factories, di stilleries, tanneries, and 

foundrie s, although in much l esser quantity. Hoollen mills and foundries 

emp loyed a slightly higher average number of \vorkers than other estabiish­

ment s (:74 - 75). In this period , Toronto, while possessing a greater 

variety of industrial establi shmen ts than other Ontario communities, 

resembled them in every other r e spect, attesting to its l ack of sufficient 

resources \vhich \vou ld propel it to me tropolitan status . Raihvays ,,,ou ld 

prove vital to that emergence. 

The importance of the raihlays to the "take-off" phase of Canadian 

industrial development is emphasize d by Spelt (1972), Naylor (1 975), 

l1arshall et al. (1976), and, as a dra\ving force for American influence in 

the steel industry, by Eldon (1952). Raihvays were important not only from 
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the standpoint of the i mpact t hey had on change s in the nature of manu­

facturing and commerce, but als o for the opportunitie s opened and 

strategies pursued by powerful Canad i an groups. For this reason, rail­

Hay s will be emphas i zed in this sec tion as an important key to under­

stand ing the ear ly development of the i r on and steel i ndus try and its 

links with the establi shed classe s. 

American manufac turing ~vas by the 1830's a lready more advanced 

than Canadian, and as a result, Amer icans were i nvo l ved early in Canadian 

l umber i ng and (by the 1840's) in mining, extracting everything from precious 

metals to industrial minera ls such as coal and nicke l (Marshall et a l., 

1976: 5-7). By the 1880's, Marshall e t a le (:10) es tima te that more t han 

half the capital emp loyed in Ontario and Quebec mining came from the 

Unite d States. 

Al though financ ing for Canadian raih'lays came ma inly from British 

investors, ~v ith a l arge amount also raised in Can ada , prior to 1885 not 

only wa s some- American c apita l inve sted (nearl y $50-million) but Americans 

control l e d some r aihlay s · (: 113). Host o f these relative l y short line s ,vere 

built t o supp l ement the American systems by providing acces s to Canada, 

and others Ive re deve l oped in conj unction with industr ial and mining 

venture s ( : 114). American-o~med ra ibvay s by t he 1930' s , hO\vever, provided 

only 7 . 4% ( in t e rms of value ) of the service in Canada and operated onl y 

1, 850 miles (including trackage right s) in Canada , vlherea s the t~vo Canadian ­

controll ed t r anscont inental sys t ems which controlled the lion's share in 

Canada operated as well on 6,600 miles in the U.S. (:113). The mo st i m­

port an t American input i nto Canad ian development in ra ilways, othe r than 

capital, wa s in providing many of the gr ea t Canadian raihlay builders su ch 
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a s Van Horne with the ir ear ly tra ining and experience in the American 

north-,vest (: 114). Americans al s o had connections with the Canad ian 

Pacific in t erms of financing its first bond and public stock i ssue s 

through the New York-Montrea l financial syndicates and the New York and 

Amsterdam undenvriters respective ly, when problems of London financing 

a ro se due to Grand Trunk 's opposition (:114). 

Gener a lly speaking , however, in rai l ways powerfu l Can a dian 

group s prevai l ed, a s is ev i denced in the ou tcome of deliberations cen­

ter i ng around the Man itoba portion of the CPR. Hhen a syndicate of 

Canadians and emigre Canad i ans fr esh f rom their profitable St. Paul, 

Minneapolis and Manitoba railway venture accepted Macdonald's invitation 

t o bui ld the C. P., the ir intention of bui l ding a portion of it through 

the American iron and copper mining regions ~va s strongly vetoed in favour 

of an a ll -Canadian route ( Brebner, 19 66 : 211 -212). 

In manufacturing , the ex t en t of Amer ican involvement wa s an en­

t i re l y different story . Even before the Nationa l Policy of the 1 87 0's 

and 1880's wa s introduce d, Americans had come to Canada t o establi sh small 

manufacturing concerns . The firs t Amer ican branch plan t ( that is, ~vith 

direc t ties to American investment and control), a ccording to Marshall et 

a l . (1976: 11) was probably a St. Catharines fi l e factory establi shed i n 

1870. Between 1870 and 1887 , the proces s of American branch pl ants or 

companies with Amer ican director s acce l er a ted, and by 1887, Ontar io was 

already the mos t important scene of ac tivity for American control l ed and 

affiliated manufacturing concerns, having a total of 50 such concerns 

compared ~.,ith Quebec's 25, the Naritimes' six, or I-lestern Canada's one 

(:14). It is, therefore, important to bear in mind the Ameri can presence 

and influence in Ontario during the early and i mportant formative per iod 
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,~en Toronto began its rise to metropoli tan status. Wh en Toronto wa s 

building up i mportan t financia l infrastructure under the l eadership of 

local Canadian elites, many Amer ican s were act i ve l y invo l ved in the in-

dustria l ac tivity 'vhich was its compl ement. 

In 1851, Toronto wa s s till engage d in the first of four i dent ifi-

able stages in the rise of a metropolis: crea ting a well -organized market ing 

sys t em for its who le area . There ,,,ere already road and steamboa t linkage s 

to its hinter l and, to Montrea l, and water linkage t o the New York railway 

orbit , bu t its hinter l and was small, restricted to southern and south-

west Ontar io. Toronto wa s 

"still pure ly a corrnnercia l centre ... Progress in the dev­
e lopment of manufacture s was still meagre ... In the area of 
financia l facilities , Toronto wa s stil l l arge l y depen­
dent on London, New York, and l'lontrea l." 

(Master s, 1947: 13). 

By the 1880's, Toronto had acquired me tropolitan status on more or 

l ess equa l footing with Hontreal, ,,,hose dominance had been stead ily eroded 

by compe tition not only with Toronto but with the American c anal and then 

railway networks. Bu t, a s indicated in Chapter Three , Montr ea l was still 

a f ormidable po,,,e r and a l though Toronto managed a banking l egis l ation 

triumph, it lost in its struggle with Montreal ov er control of the CPR 

charte r ( see I·lasters, 1 947: Ch. 4; Spelt, 1972: Ch. 5). Hare i mportantly, 

by 1890, Toronto had completed the deve l opment s of the other three stage s 

in its emergence: manufacturing dev e lopment continued in the en tire area, 

transportation had improved rapidly , with Toronto emer g ing a s a hub, and 

a financial system for both inter- and extra-r,1etropolitan corrnnerce had 

3 matured. These developmen ts were not accidenta l, for, ever since its 

beg inn ing s, 



"Toronto Has started on the road tmvards metropolitan 
predominance no t by its economic strength, bu t by the 
deliberate actions of a self - interes ted governmenta l 
clique." (Spelt , 1972: 54). 

210 

The rail~vays mu st be seen as a part of such a strategy , not only 

for the Upper Canadian governmenta l clique, but for the Hontreal one a s 

,yell. As Nay lor ( 1975a: 23 ) see s it, the " dmm of the ra il,vay age" in 

Canada Ha s by the 1840 ' s an economic necessity .,vhos e prior ity arose from 

the abolition of the old colon ial preference system an d the threat of 

Amer ican raihvays diverting trade away f rom the St. La\>lrence system t o 

the Hudson-MohaHk system . The ra ilway priority and Confederat ion were , 

a s Naylor interprets it, re l ated to strategies for survival and expansion 

of the dominan t c l asse s in Canada ( those , a s discussed in Chapte r Three, 

uho operated ou t of a mercant ile-f i nancia l base) . Confedera tion ",ou ld not 

only ensure unified terr itory for the expansion of trade but probably 

equa lly a s i mp or tant, make secure British investment in Canada. The early 

a lignment of forces in t he three area s of the Canada s ,ver e inclined almos t 

overwhelming l y towards f ree t rade ( : 30-31) (,yith the exc ep tion of a feH 

Montreal mercantile and industria l capita li sts ), probably due to thei r 

aspi r a tions to share in Amer ican trade rather than deve lop Canad ian in-

dustry , or in the c as e of Upper Canada , to " hope s of us ing the Harit i me 

provinces as a free trade bloc to as sist the agrar i an cOIDITlunity of Upper 

Can ada in its struggle for lower tariffs" (:31), part of the Upper Canad i an 

striving for deve lopment independent of Montr ea l big busines s interests (: 31). 

Thus , from the very beginnin g , railways were part of the expansionist and 

survival strategy of entrenched force s in Canada, a llied with British 

inves t ment house s and in contro l of gov erlliilent fiscal policy which ,\'ould 

ensure success. 
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Nova Scotia provides a revea ling exampl e of the in t imate re l -

ationship between po l itica l union and unification through rai l linkages : 

i n tha t province , those who Here pro-Confederation 

" fol l owed a l ine along the raihvay route , including a s 
He ll the coa l pits of Cape Breton, whi l e the ant i ­
Confedera te vote was centred in the old seafaring 
centre ." (Naylor , 1975a: 34) . 

111e raih,ays , it mu st be emphasized, were essential l y a mercan-

tilist and no t an industrialist response t o condi tions and challenge s in 

North America ; it was subsequent changes in conditions and oppor t unitie s 

,vhich l ed t o a reori~ntation of that initia l strategy, particu l ar ly a s 

presented by the steel industry . 

Canals , Sp elt ( 1972 : 117) argue s, ceased to be a factor in south -

centra l Ontario urban deve lopment after 1850, and by 18 80 with change s in 

lake r vesse l sizes , the We l land and the St. LaHrence c ana l systems were too 

narrm, and too shallow. The "later systems had failed to draw farmer s into 

the money e conomy and on l y area s accessible to Haten,ay s were affected . 

But it Ha s the groHth of rai l systems , extending into the interior, which 

dreH them in and also contr ibuted to an expansion of marketing opportu-

n i ties throughou t the reg i on , as wel l a s eventual l y opening up the more 

northern resource area s. 

The earliest raihvay development i n Ontario \\Tas the Great Western 

(incorporated in 1 83~ but revived in 1845), linking Niagara via Hami lton 

t o Hindsor in 1854 and ,vi th Toronto in 1855 . Al though financed "i th Br i tish 

capital , it \Vas probably strong l y influenced by Americans , a s it converged 

Hith the Buffalo sy stem (:109-110). The Champ l ain and St. Lawrence had 

been built in 1836, and the railHay boom r eally began with the Grand Trunk 

in the early 1850's, r epresenting Hontreal's effort to gain control of the 
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Ontario hinter l and and draw away from New York the western American trade . 

Begun i n 1853, it reached Toronto a yea r after the Great Hes t ern, and 

Toronto, l ocated be tween New York and Montr eal rivalry, found it se lf 

connected to both (:110). The American Drawback Ac t of 1845 ha d a l ready 

given Toronto an advantage at the expense of the Montrea l canal system, 

s ince by be ing ab le t o ship good s in and out of New York in bond , Toronto 

contr ibuted to breaking Montrea l's dominance of the Upper Canad i an h inter­

l and (Ker r, 1967: 540). When Mont r eal be t ween 1840 and 187 0 lo s t out in 

the north-wes t c ontes t to New York, Toronto wa s in an idea l pos ition to 

develop its independence. 

Although Montrea l had the Grand Trunk link i ng it 'vith Ontario and 

from 1876, the Intercolonia l linking it to At l antic ports , Toron to began 

to build up a network to join the Ont ario hinter l and to it se lf, and i n 1855 

the Northern, in i t iated and promo t e d by To~ontonian s, gave acces s to the 

Collingwo od area (Sp elt, 1972: 110) • By the 1880's, there was a second 

Tor onto-Non t r ea l line , and many f eeder line s t o open up t he Ont ario interior 

had been c onstructed in t h e 1860's ( :112, 15 8). Toronto, in the municipa l 

raihvay subs idy contes t wi t h other tmvns , had outbid the others and had 

pr omoted, for example, the Toronto, Grey and Bruce, l inking it wi th such 

near-northern tmvns as OIven Sound (: 113), s o tha t it ,,,as gradual l y be coming 

the centre of a network of ra ilway s radiating in a ll directions by 1880. 

Hamilton had a l so become a railway c en tr e in its mm right , compet ing ,.;rith 

Toronto's Northern in the northward projection ( :114). The s e regiona l 

deve l opmen ts ' thus more than compensa t e d for Toronto's loss of the CPR 

char t er, becaus e an area i mportant to future industr ia l deve l opment in 

southwestern Ontar io was being opened. 
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The stake s in the C.P. struggle ,.,ere hi gh --control of the nor th­

wes t e rn hin t er l ands. In 1881, Montrea l interests, backed by the powerfu l 

Bank of Montreal and by the Hud son's Bay Company (:1 60) ha d a cl ear opening 

t o t he wes t and a transcontinental system. It was c ompl eted in 1885 and it 

was not for anothe r 20 year s that Toronto could boast of its O' Yn tr ans­

continental connections. The Canad i an Northern, supported by the Cana dian 

Bank of Commerce and other Toronto fin ancia l interest s, was Toronto's 

successful chall enge to Montreal (:1 60-161) . Its wes tern portion, however, 

had been under CPR influence, begun in .1884 by t wo CPR contr actors, Mac­

kenz ie and Nann, who had worked under the ch i e f engineer, Herber t Holt; 

after 1898 due to a falling-out with their mentor s, a shift occurre d and 

by 1902, the Bank of Conmerce and i ts a llie s became instrumenta l in C. N. 

financing (Naylor , 1975a : 288-290). This strange shift . not only bene-

fit ted Toronto interests but was a portent of deve l opments to come--Holt 

went on to become a l eading ( and notorious ) banker-promoter , and Mackenz ie 

and Bann bec ame allies in Amer ican-influenced stee l ventures. 

From 1867 to 1879, railway mil eage increased f r om 2,278 t o 6, 858 

mi l es , and by 1897, to 16, 550. Dona ld ( 1915: 15) notes tha t r a ilway s 

and t ar iff protection influenc e d progres s in manuf ac turing. The i mpor­

t ance of rai l uay s f or stee l is cl ear: the raih.,ay busines s brought a ready 

market, and in return, allm.,ed r aw materia ls to be brought in from remote 

areas s o tha t us i ng industri e s could be located close to ma in markets. The 

probl em experi enced by the pre-ra ilway s t ee l i ndu s try was that it had to be 

located near raw materials, a decided h andicap, since most of its customers 

were not nearby. Eldon (1952) empha sizes the i mportance of these t,olO 

factors, ra,., mater ials and marke ts, for the developments in the industry . 
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In many cases, the location of a plant proved to be a disadvantage vlhen 

stee l markets developed l ater in southHestern Ontario because the pl ant ' s 

loca tion had been an artifact of other factors \vhich first attracted 

American entry into Canada--in tHO cases (Dominion Steel and Algoma) the 

ma in r eason for establi shing the plants had not been for making stee l but 

for exploiting minera l or water-power resources of the area. This point 

Hil l be returned to in the discussion on raw ma terials. 

Eldon (1 952 : 31) notes that three firms in particu l ar derived a 

grea t dea l of benefit from the raihvay building pe r iod: Canada Iron 

Furnace, a maker of castings ( this firm took over the old Quebec-based 

Radnor Forges in 1889), the Nova Scotia Forge Co. at New Gla sgo, and the 

Londonderry Works in Nova Scotia. HOHever, in the beginn ing , the primary 

steelmaking end of the industry benefitted only indirectly, as it Has the 

finishing plants ( those Hhich rolled stee l rail and used raH or semi­

finished steel as their ra\v materials ) wl1ich received the most stimu­

lation ; then as they were able to absorb more primary steel, the primary 

. industry received stimul ation as we ll (: 29). The ear ly railways such a s 

the Grand Trunk , bringing stimu l ation to southern Ontario, and the Inter­

colonial, created conditions for future expansion by firs t creating the 

demand for large qu antities of stee l products and then open ing markets 

into which iron and steel producers had not previously entered due to l ack 

of transportation facilities. By the turn of the century, the two proces­

ses , that of railway demand and of industrial development, had stimulated 

one another. The groHth of rail t'ransportation also made it possible for 

steel producers to expand beyond the limits created by reliance on local 

sources of raw materials and, as Hill be shovm in the next section, Canadian 
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iron ore began to play a role in North Anlerican-wide resource exploi­

tation • . Opening of the Wes t and development of new r aw materia l source s 

further promoted industrial ac tivi ty, Ivhich led to increase d steel demand. 

The Canada Screw Co. (originally establi shed by Hamiltonians and 

after unsuccessful operation, taken over in 1876 by the American Screw Co. 

of Providence , Rhode I sland and operated by Charle s Alexander of Providence 

and Cyrus Birge of Hamilton) wa s not established due to railway demand, 

but the plant ,vas l a ter moved from Dunda s to Hamil ton due to' new raih"ay 

development in Hamilton ( :77 ) . 

The beg innings of ,vhat ,,,as l ater to become the Al goma Steel 

Corpora tion c an be a ttribute d to the lure of the railroads only in­

directly--in 1894 Clergue , origina lly a Haine l awyer and involved in a 

number of ventures in the U.S., persuaded Philadelphia and Ne,y York capital­

ists t o finance power and pulp deve lopment i n the Sault Ste. Mar ie area , 

and they ,,,ent on to finance a machine shop and foundry for the construction 

of a dry pulp mill. Cl e r gu e ' s entry into steel tr ans pired through a ha ppy 

accideut --when he a cquired a nickel mine in order to produce sulphites for 

increas ing the marke tability of ground ,yood pulp, it came about that the 

residues formed a nickel-iron alloy of such superior qua lity that it in-

. terested the Krupps, the Ge~~an gunmakers. This demand did n ot exhaust the 

nickel supply produced, s o he acquired the He l en Hine in 1898 for mining 

iron, and primary stee l facilities were planned in association with the 

building of the Al goma Central Ra ilway north to pulp forest areas . New York 

capitalist became interested ~nd by 1901 a small steel plant was ready. 

Algoma Stee l Co. was formed to control this aspect of the Lake Superior 

venture (: 82-83). 
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Eldon ( :85) COlnment s that each part of Clergue ' s empire arose out 

of the needs of a previous one and each element became a marke t or suppli er 

or prop for the other pieces of the industria l net,v6rk ,vhi ch in 1899 ,va s 

united as Consolidated Lake Superior Co. Thus, stee l became later an im­

portant offspring of the main reason Americans were in the area : hydro­

e l ec t r ic po,ve r , and the fikling of rai l orders for the Canad i an systems 

arose out of the need t o supply rai l for an American-controlled industrial 

hinterland railway. 

The creat ion of Dominion Stee l Corporation in Nov a Scotia and its 

involvement in rai l production also cannot be directly attributable to the 

railvlays. Hhi tney, a Bos ton financier, organized Dominion Coa l in 1893 

to supp ly his New England Gas and Coke Co. for the production of gas for 

the city of Boston and of coke to American raihmys and manufac turer s. Nova 

Scotia coal being not particularly cl ean, ~lh i tney found his business threa t­

ened in 1896 by the Boston Smoke Nuisance Law , and since provincial and 

municipa l offers in Canada Here good , he decided to build a steel plant to 

use the output. This plant consumed 23% of the coa l company ' s production, 

providing a nearby outlet. Domin ion Iron and Steel Co . ( formed 1899 ), 

ostensibl y was a separate company, although its management was identic a l with 

that of the coal company , and in fact they merged in 1909 . Dominion I ron 

vas to produce blooms and billets ( semi-finished products ) , but as demand 

for finished products wa s greater , a rolling mil l \'las planned; when ca pita l 

supply problems developed , management settl ed for a l es s ambitiou s project 

invo l ving a ra il mill and mi ll s for pl ate , angle bar and wire rod pro­

duction ( :107-110) . 
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In the period prior to 1879 and the National Po licy, as Donald 

(1 915 : 63) points out, there ,,,as no great ly important iron industry, there 

being no pig-iron pl ants in Ontario and no very important rol ling mills. 

Quebec had only three small blast furnaces and a fe\v fairly large rolling 

mil ls, but the st. Naur ice and Yamaska forges 'dere clo se to abandonment. 

Only the Londonderry, Nova Scotia plant was i mportant, and it wa s to fai l 

by the 1880's. The greatest period of early development was between 1868 

and 1879, mving mainly to the increased demands of the raihvay era (: 67), 

and by the turn of the century, the finishing end of the industry was 

quite over-developed o'ving to the tariff protection afforded finished 

products--by 1891, they alone numbered 520--and there \la s "a redundan t 

supply of certain kinds of plants" (:1 20). Between 1875 and 1890, Quebec 

and the Maritimes were dominant in steel--in 1896, Canadian railroads almost 

al l used car \vheels made from the product of the Cana da I ron Furnace Co. 

at Three Rivers , and Nova Scotia supplied forged products. At that time 

there had been no blast furnace in operation in Ontario for 40 years , 

unti l 1393, uhen Americans accepted the generous offer of the city of 

Hamilton to build a primary iron and steel mil l there (:Ch. 6). Donald 

(: 120 ) concludes that "during the period 1874 to 1897, forces Here \vorking 

to develop a n iron and stee l industry." These forces may be summarized as, 

first, rail\vay building and the stimulation offered to the finishing in­

dustries and through their demand, to the primary industry; and second, the 

tariff and bounty system ~vhich offered substantial re\.;rards to establish 

primary plants, an offer usually taken up by Amer icans . 

3. The "Canadianization" of the Primary Steel Industry 

In the "doldrums" of 1921 to 1935, extensive ana l ysis suggests to 

Eldon (1952: 165) that there Here only remnants of American investment in 
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the Canadian steel industry , mainly in finished products , in Ontar io and 

Quebec--for e}~ample, producing brake shoes , f orged products , and loco­

motive s ( :169). There ",ere a l so poor investment prospects in primary steel 

a fter the r a illvay building era petered out (:172). In the 1830's i-7hen 

Har shall , Southard and Tay lor (1 976 ) ",rote , Al goma had a "nebu lou s Anglo­

Ameri can-C anadian mmership" (: 56), and by the end of tha t dec ade , had 

pa ssed out of U.S. direct control. Marshal l et a l. (:56) report that , for 

example, while paper mills ac counted for mor e than a quarter of Amer ican 

manufacturing investment , and iron and stee l goods f actories were second 

i n vo l ume of capital emp loyed (Amer icans controlled 82% of the automobile 

and au to parts industr i e s), yet only 12% of the bas ic stee l ind~stry ",a s 

accounted for by American branch plan ts , and i n furnaces , roll ing mills , 

cast ings and forgings ( the ba sis of the stee l industry ) , there wa s li t tle 

American oiIDership. :Hany of the American f i rms wer e sma ll, some producing 

forgings and other specia lized products, according to Eldon , a s some of 

the examp l e s given above indicate. Similarly, Naylor 's data (1 975b: 295) 

indi cate that Canad i an oimership of securitie s in 1921 amoun ted to 71% of 

the total in the category It stee l furn aces and r olling mi lls" compared \vi th 

28% U.S. Between 52% and 94% of the fo llo"' ing indu s tries' securities wer e 

a l s o mmed by Canadians, c ompared i-7ith U.S. mmership of betiveen 1/0 and 28/0: 

agricultural implements, tex tiles, food and beverages, and construction. 

And a lthough many securi ty issues had been t aken up by British and to a 

l e s s e r extent American investors, tran s portation and many utili t i e s were 

also by that time Canad i an-controlled. By contrast, Americans mmed be­

t ween 55% and 100/0 of the securi ties in the au to, au t o acces sory, pa in t, 

drug, chemical and a rt i ficial abrasives indus tries. 
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Thus, by the second dec ade of this century , "The distribution of 

foreign mmership of securities (including bonds ) ..• a lready shoHed certain 

very critical patterns." ( :294). These pat t erns Here to continue and t o 

become accentuated. The examination of how American influence became 

diluted in the Canadian steel indu stry ' and contro l shif ted t o Canadian 

elites is, therefore, vital t o an understanding of the current position 

of the indu s try • 

Before 1850, there was little American i hvo l vemen t in the Canadian 

iron industry and production Has smal l -sca le, hampered by tr anspor tation 

difficul ties, and due to problems r ang ing from poor or unmanageable ores 

t o l ack of markets and 10\v prices, usually quite shor t-lived. The number 

of concerns can practical ly be counte d on the fingers of one hand: one in 

Nova Scotia, connected with the Annapo lis Mining Co., none i n NeH Brunswick 

or Quebec, and at various loca tions around Ontario, the efforts of Jos eph 

Van Norman and four Ne\-l York associates \vho were l ater bought out by 

Benjamin Van Norman; and the Furnace Fal l s Iron Co. , begun by Parry an d 

Hi lls of Chicago ( Eldon , 1952 : Ch. 2). Eldon (:25) conclude s tha t there 

was little chance of l ong-run success f or any enterprises even be fore 1890. 

Before then , the Radnor Forges and the Canada Iron Furnace Co., establishe d 

by P. H. Griffin and others from Buffa lo, associated \vith the Drummonds and 

HcCalls of Non trea l, Here active bet\veen 1889 to about 1914 a t \vhich time , 

be ing small- sca le operations, they bec ame obsolete. 

The protectionist policies introduced in 1879, coupled Hi th the 

system of granting boun ties for pig-iron produced and the various sub­

s idies offered by provinces and munic ipal i ties, coinciding \vi th the raihvay 

boom and enlarging markets, attracted many Americans, and mos t of their 

influence may be dated from the time it took for these policies to promote 

other industrial developments--about a decade later. 
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The Hamilton Blast Furnace Company Ha s set up by Ne\¥ York 

interests in r esponse to generous subs idies offered by Hamilton and by 

the federal and provincial bounties. The Ontario Rolling Mills was es­

t ablished by men from Ohio, although Eldon (:76) notes that American 

i nvestment did not appear to be l a rge. Before the turn of the c entury, 

control of both had passed to Canadian interes ts, as ,\7a s that of Cana da 

ScreH Co., Hhen Birge took over the interests of the Amer ican ScreH Co. 

in 189 8 (:76 - 77). Dominion Wire, originally established by two English-

men, Has purchased in 1907 by William H. Farrell, br other of J ame s H., 

president of U.S. Steel, and representing U.S. Steel interests (:7 8). 

Thes e companies all became par t of the Stelco merger in 1910, under the 

auspice s of l ead ing Canadian financier s, as ha s a lready been outlined in 

Chapter Three. Stelco, Eldon (:74) notes, \vas the leas t influenced by 

Amer ican initiative and capital, and early became a powerful, well-integrated 

unit Hhich absorbed both former American and Canadi an companies. Similar ly, 

the Montrea l Rolling Mills Has a Canadian creation, as has already been noted. 

The hi s tory of Algoma is one of a rap id ser i e s of reorganizations 

beginning almost from the time of the incorporat ion of the Consolidated Lake 

Superior Co. The original company was controlled by Phil adelphians, a 

syndicate of "prominent and influential American financiers" an d its orig i na l 

managemen t included executives of Pittsburgh Plate Glass Co., Pennsylvania 

and Northl¥estern Railroad, and Berwind -Wni te Coal Hining Co. In 1910, 

Canad i an capitalists associated with electrical concerns and Hayden Stone 

& Co. of Boston a lso became shareho lders (:87). When Algoma 's first ship­

ment of rails on an order that had be en obtained through f avourable govern­

ment legislation turned out to be unacceptable and in the meanwhile liackenzie 



22 1 

a nd Hann of the Ca n a d ian Northern bought dumpe d German r a ils cheaply, t he 

company wa s st a rte d on the roa d to financial i nse cu r ity (:87 -89). Clergu e 

wa s r e pl a c e d by Corne lius Shi e lds, who wa s lured away from Domi n ion I r on 

and Ste el to a ttr act n ew c a pital, but he f a il e d and in 1 903 Sp eye r and 

Co. announced loa n de f ault and t he c ompany wa s di ssolved, to be re-

i n corpora t e d in 1904 un d e r a New J ersey charte r but ,<l ith many of the 

orig inal Americ an sha r ehold e rs r ema ining ( : 89-90). 

Before 1914, shifts a ga in occurre d, b eg i nning with the i mpo rtant 

intrusion of Canadi an and Briti s h c a pita l in the rai l ,<lay subsidiaries. 

Around 1907 J ame s Dunn, who was l a ter to l ead Alg oma to s uccess, obtaine d 

Cl e rgue's as si s t ance in inte resting the British financier , Robe rt Fl eming. 

Fl eming a n d Dunn fo rmed a n i nvestment compa n y an d bou ght Al goma stocks 

a t a New York a uction for a fraction of the ir orig inal v a lue. Afte r 

f u rthe r difficul t ies, the company b egan to shift its ori ent a tions to 

s t ee l a s its c en t ra l c oncern an d d i vested it se lf of many of its o t h e r 

interests, b e coming reincor porate d in 1912 a s Al goma Ste el (:91-94). 

Amer i can capital and en t r e pren e urship we re, accor ding t o El don, still 

d e cisive during this pe riod. Cl e rgue, a lthough no l onger pa rt of Al g oma's 

management, rema ined as a dir e ctor until 1907 and was also a dir ector of 

two othe r America n -domina t e d companies, Cr amp Stee l Co. and Canadia n 

Iron Fur n a ce. The fo rmer went into liquida tion by the first Horld \<lar, 

but Canadi an Furnace (with the M.A. Hanna Co. as its selling agent) 

4 
wa s eventua lly ac quir e d by Alg oma (:104) . By t h a t time, Ame ric an i n-

flu ence in Algoma ,<las conside rably r e duc e d, as the following progres s ion 

'<lill reveal. 
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Dunn had been impressed wi th Algoma ever since h e ,va s taken on a 

tour of it by Clergue in 1907 and h ad been quietl y buying up bonds. He 

l ater also acquired Fleming 's securities. When in 1932 Algoma suffered 

a bankruptcy and wa s reorganized , first -mor t gage bondho lder s were issued 

common share s in the neVl company , an d Dunn, "'ith 80% of the bonds , ac­

quired three-quarters of the controlling common shares. He th en ",ent 

on, a i ded by a large federa l government rai l order, to build the company 

up and to cancel its entire funded debt by 1':147 (N e'Villan, 1965). 

After Dunn's dea th in 1956, the company ,vas again "up for grabs" -­

the Dunn esta te, requiring fund s to pay succession duties, raised money 

t hrough the sale of Al goma share s. At the same time, a number of other 

developments ",ere abou t to converge . 

Dominion Steel and Coa l, "a someHhat uneasy a lli ance of U.S., 

U.K., Canad i an and Be l gian capital" ( Park and Park, 1973: 10 8) lo st its 

Cana dian president in 1957 and Has open to a shift in contro l. In mid-

1956 Br itish and Cana di an interests attempted control of McIntyre Porcu­

pine to preven t the incursions of Cyrus Eaton, and by mid-195 7, the 

British-Canadian interests had gained control of McIntyre and used its 

funds to ga in a share in Algoma' s control. The l'lannesmann (West German) 

interests, the l-k Intyre Porcupine interests, t he executors of the Dunn 

es tate (led by C. D. Ho",e ) and the British Hawker Siddeley's subs idiary, 

A. V. Roe Canada Ltd., all converged in the control of Algoma. The 

Hawker Siddeley group als o conLru lled Dosco by that time, but suddenly 

retreated from Algoma in 1958, and l ater , control passed to the Mannes­

mann interes ts (:10 8-109). Control remained ,vith Hannesmann until 1975, 

Hhen Canadian Pacific Investment s became the l eading force, as indicated 

earlier. Thus was the original American content diluted, although 
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Canadi an interests have not always been able to maintain control without 

forming a lliances. 

The progression of events leading to the dilution of Amer ican 

influence in Dominion Steel (Dosco) exhibits many of the same character­

istics. Dominion Steel by the turn of the century suffered the effects 

of a serious strike and financial problems arising from internal weak­

n esse s (a bo ard of dir ectors run by financiers not c ompetent in steel 

management) and by 1901, Hhitney had so ld his control of J ame s Ross of 

Montreal. Strong American interes t rema ined, however, i nc luding Hayden 

Stone and Co. of Boston ( Eldon, 1952: 111-114). Left in a vulnerable 

position after its long but successful l aHsu it 'dith Dominion Coal, \>lhich 

ended in their ama lgamation, the company took advant ag e of its favourable 

position \>lith r e spect to raw materia ls and European export ma rke ts. When 

t he rai l business fell off and financia l difficu l ties aros e British 

interests through their London adv i sory board to bec ome involved in 1919, 

they, allied ~~ith North American interests, planned to merge Dominion 

Stee l with a number of companie s. Nova Scotia Stee l (\>lith whom Dosco 

had co- ex isted over the years , having no overl app ing products or marke ts) 

~vas to be included, plus its subsidiary Canada Steamship Lines, Canada 

Foundries and Forg ings, Colling\vood Shipbuilding , Port Arthur and Dav ie 

Shipbuilding, and Wolvins' and Norcross ' Halifax Shipyards, to be in­

corporated in 1920 as British Empire Stee l Corp. Ltd. ( BESC O) (:141-142). 

However, genera l financia l conditions in Britain did not f avour r a i sing 

such a l arge amoun t of capital, and some companies 'had to be omitted from 

the scheme. Halifax Shipyards and Nova Scotia Stee l were left in. Fin­

ancial help came from U.S. interests through the Austrian banker, Szarvas sy 

(:144). 
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BESCO wa s h eavily overcapitalized and, possessed of a finance­

oriented board with little experience in steel, found ered by 1924 due 

t o a compe titive disadvantage in the Montrea l and Pittsburgh markets 

and resulting financial difficulties . In 1926 the company wen t into 

receivership, and wh ile the Br iti sh interests ,,,ere pl ann ing a reorgan i­

zation, Canadi an interests l ed by Herbert Holt, Max Aitken , and Gundy 

& Co. a long with Stelco's director Duggan, gained control. Although 

British interests rema ined dominant (ha lf of the stock and bonds were 

held i n Britain a t the end of the 19 30's), American influence had been 

r educed, a s ev idenced by its repres entat ion by on l y one New Yorker and 

one Boston i an on the board ( the l atter supp lying technical, not f in­

ancial, skill) ( :145-149 ) . The s ituat ion of Dosco in the 1950's has 

already been not ed; i t s s ubs e qu ent fate will be reserved for the discussion 

of the rise of Stelco to dOQinance . 

Other major developments in the stee l industry to the 1930's 

included the formation of Dominion Foundries and Stee l (Dofasco) in 

1912 by the American Sherman brothers , and t\Vo " non-events " --the ,,,i th­

dra\Val of United States Stee l from ac tive contention for a share of 

Canadian industry , and the fai lure of ,vestern steel to deve l op except l ater 

under the aus pices of eastern Canadian interes ts. 

Acc ording to El don (1 95 2: 102), even the early Dofasco, de spite 

its emergence under American entrepreneurship, h ad very li ttle American 

c ap ital input. Although on the v erge of expansion, Dofasco did not ye t 

'produce its o\ID pig iron at the time of the f irst "lOrld \Var, and Al goma 

and Stelco wer e the dominan t companie s in 1914 ( :122) . The geographic 

centralization a s \Ve11 as e conomic concentration formed a firmly establi shed 

pat t e rn quite early i n the c entury. 
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United State s Steel, though eyeing Can adi an potential for quite 

s ome time, initial ly lost its advantage \Vhen its Dominion Wire became 

part of the Ste lco merger. As an important outlet for the output of any 

primary mill that could be built \Vas eliminated from its control, and 

as Canadian economic conditions for profitable op erations became unin­

viting, U.S. Steel did very little beyond ac quiring l and at Sand\Vich 

(Windsor ) and beginning construction on a limited scale. Its Ojib,.;ay pl ant 

\Va s in oper a tion in 1927; Ojibway's tinplate product accounte d for over 

ha lf of the Canadian consumption and - it ha d a number of subsidi arie s a s 

well (C an adian Bridge, Can a dian Stee l and Wire, Canadian Steel, Essex 

Termi nal Railway Company). Ac cordi ng to Eldon ( 1952: 165 ) ina de qu a te 

tari f f pr o tection f rom Europ ean fin i shed produc ts and a dep r essed Canadian 

marke t prompted U. S. Steel's Hi thdr a\Val in 1937. Kilbourn (1960: 132 ) 

notes that U.S.S. offered its Ojibway pl ant to Stelco, but Ross McHa ster, 

its ne,v president tu rned it dmm on the basis of poor loca tion and a 

prefer ence to spend money on Hamilton-centered development. The pl ant 

,vas, according to Eldon (1952: 165) sold to Dominion Stee l but l ow eaL~ ing s 

on its aim h eavy f i xe d i nve s t ment prevented t he Nova Scotia company fr om 

doing anything Hith it to allow a dvant age to be t aken of its relativel y 

better loca tion. The r eaft e r, U.S. Steel r e stricted it self to ma in ta ining 

a Cana di an sales office. 

Developments on the Canadi an west co ast did not culminate in a 

steel industry, although the demand \Vas present in B.C. and or e s cmd other 

raw materials ,vere avail able. A blast furn ace op erated south of the 

border in Hashing ton State, and companies i ncorpora ted to acquire coal 

prop ertie s in B.C. to service Seattle mil l s. A company iva s set up by a 
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British ironmaster , and in 1911 the British Columbia Stee l Co. wa s 

formed to build a pl ant near Vancouver . But the net result of al l the se 

efforts Ha s a solitary foundry converter of the Vancouver Engineering 

Works in 1909 a s the only Canad i an stee l furnace wes t of the Great Lakes. 

Dona ld (1 915: 235 ) surmise s that the inabi lity to ge t a western steel 

industry going "las due t o the high price of coke on the coast. Eldon 

(1 952: 55 ) suggests that the early failure of an industry to develop on 

the Hes t coast was due to t wo f actors: first, ores, though ava ilable, 

were costly to proc es s due to excess sulphur content , and second , Indian 

and Chinese pig iron could be put dmm at the Hes t co a st cheaper than 

local ores could be conver ted. Thus, before the late 1940's oil boom 

on the prairies , t he only ",es t ern operation of any importance wa s the 

Hanitoba Rolling Hi lls, ,,7hich Eldon (: 100-103) s ay s started off around 

the same time as the othe rs as American-controlled and even tu ally became 

Canadian controlled and remained vi able dmm to the present . (Hanitoba 

Rolling Mi lls wil l be discussed in a subsequen t s ection in connection with 

western h in terland competition ri s ing up again s t Ste lco. ) Subsequen tly, 

firs t the Page-Her sey Ste lco joint venture entered the wes t, and l ater 

Dofasco through its acquisition of Prudential Steel . Both Ive re in con­

nection Hith oil and ga s industry requirements. 

It is now appropriate to dr aw together the strands which wil l 

in part address the "problema tic" raised at the beg inning of this thesis: 

tha t is , how it came to be that the Canadian stee l industry, an exc ep tion 

to the rule of l ack of indigenous Canadian dominance in manufacturing, 

carne to be Canadian . 
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Basically, the answe r to the question of l~y Americans lost 

control or had their influence diluted by the 1920 ' s ( and in some cases, 

a decade or two before that) can be divided into three types of explana-

tion: first, the period in which Americans operated in Canada re l a tive 

to the stage of development reached by American business abroad ; second, 

the ex tent of Can adian involvement in American en terpris e s and /or the 

pOHer of est ablished Canadian forces in their m-ln ear ly ventures ; and 

l a stly, the continuation or not of profit-making and tariff incentives. 

These three explanations mus t be understood as forming a concatenat ion 

of circumstance s. 

Data and ana l ysis by Wi lkins (1 97 0), Marshall et al. (1976) and 

Kilbourn (1 960 ) a ll lend support to the pl ausibility of an exp l ana tion 

drawing tog e ther the a bove three aspect s. 

The first two parts of this complex of factors is suggested by 

Wilkins for the pre-19l4 period: 

"As American business ' spilled over' the border into 
.Canada , there wa s no certainty that the newly es tab­
li shed enterpris e s would be "7holly mmed by Amer ic an 
c apital or e-ven managed by American citizens ... Hhether 
or no t Canadian capital and top management wou ld con­
tribute seems to have depended on the answers to three 
questions : ( 1) Did Canadian entrepreneurs participate 
in the fo rma tion of the en terpri se? .. (2) Wa s an 
existing Canad ian bu siness to be purchased? .. (3) Was 
the project of a type that needed cons i derable capital 
for exp ansion?" ( : 147) . 

It will be recalled that the successful American-initiated ventures , 

those lvhich continued into the t'\-lentieth century, Ivere begun in the l a te 

1880 ' s or 1890's. Unlike earlier periods, steelmaktng had by then become 

much more tec~,ologically soph isticated and capital intensive . That 

Canadians Here involved in shareholdings in Algoma by 1910 has already 
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been note d; in addition, Cl ergue had been replaced by Shields, formerly 

of Dominion Stee l, by 1903. Eldon (1952: 91; 156) a lso notes the changes 

in representation on the board of Al goma \Vhich indicates increasing 

Canadian participation: in 1904, four directors represented Phil adelphia 

bankers and stockho lders, four r epresented Ne\'l York bankers and stock­

holders , and four represented Canadi an; Hhen the comp3.ny Has reorganized 

in 1930 as Algoma Consolidated, although Phil adelphia interests \,e re still 

involved, the board chairman Ha s Sir l-1illiam Stavert, a Cana di an , and 

a fter the British bondholders ' protective co~~ittee took over in 1934, the 

former mmers \\1 e re shut out compl e tely, after \\1hich Dunn gained control. 

In Chap ter Three it was already mentioned tha t a l mos t before the 

Amer ican-es t abli shed Hamilton Bl a st Furnace Co. got started , it ran into 

financial difficul ties and Has bailed out by Ccmadian interests, \\1h o then 

bec ame the dominant s lw r eholders. It \Vill a l so be recalled from the 

earlier discussion in this section tha t \Vhen Dominion Steel ran into 

f inancial difficulties in 1901, Whitney sold a controlling interest t o 

Ross of Hontrea l, Hho undoubtedly had connections Hith the Nontrea l fin­

ancia l community and this probably prevented the remaining American interests 

from gaining a grea ter share . No informa tion is avail able on the early 

deve lopment of Dof a sco, but if Eldon is correct that Americ an investmen t 

vlaS small, during the company's evol ution to matur ity it probably quite 

early attracted the interest of Canadian institutional investors; cer­

tainly, current data ShOHS this to be the case. 

During the early period of Ame rican business involvement abroad, 

betHeen 1865 and 189 2, Wi lkins (1970: Ch. 1, 2) observes that manufac turers 
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\vho did venture abroad began sel ling through agents or licensing agree ­

ments and did not usua lly set up br anch plants unti l they were assured 

t he marke t wa s viable; little capital was risked even then, and earnings 

accumu lated from foreign operations were r e invested abroad. If additional 

capital was needed, it wa s often raised abroad. The net e ff ect, for thes e 

ear ly en terpri ses, \Va s that they t ended to remain separate from paren t 

concerns (:68). Although the case of the primary stee l industry Ivas 

sOine\vhat different
5 

it n everthe l es s is i mportant to conside r that Canadiani-

zation of American industry wa s probably made eas ier in a period of gen­

erally and relat ively weak ties to the home country. Indeed , Marshall et 

al. ( 1976: 26 ) note that even in the 1930's, ther e wa s substant ial (if 

mi nority ) Canad i an interes t in Americ an - olvne d companies . In the categoL7 

"Iron and Its Products'!!, in 1932, there vlB S 10.64% non-American interest in 

American-con t ro lled business in Cana da, and this increased t o 19.38% in the 

category !!Furnaces and Rolling Mills!! (: 361 - 364) . 

Lastly, it is important to note change s in business and market 

conditions in Canada after the turn of the c entuL)" Kilbourn (1 960: 78) 

notes that just after Ste lco was created, in 1910, the bounty system on 

Canadian iron and steel was about to be di scontinued, and the issue of 

free trade began aga in to be raised; in 1911 he notes t ha t there wa s very 

little effective tariff protection against iron and steel exports to Cana da 

(:92). Those companies Hhich tended to specialize in the rail busines s 

(Dominion Steel and Al goma) suffered vlhen the railHay building per iod 

ended about 1914, and Dominion Steel suffered Hhen the export busin es s 

fe ll off. In 1906 U.S. Steel had planned a l arge integrated mil l near 

Hindsor but cons t ruction did not t ake place i mmediately, and Hhen in 1917 
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America entered the Har , plans Here suspended ( Eldon , 1952 : 106 ) ; ,-lhile 

u.s . Steel, as already noted , enjoyed a brisk tinplate business in the 

1920' s , the unfavourable economic conditions of the 1930 ' s , coupled with 

tariff changes affecting its product , caused it to withdraw. Markets , 

Eldon ( :124) believes , Here a decisive factor in the success of the 

Canadian industry , and both Algoma and Dominion Steel Here no t in a 

position , during this early period , to supply a Hide r ange of products 

,~ich wou ld have put them in an active compe titive position with Stelco's 

highly divers ifi ed production and ideal location in the new industrial 

heartland . Further involvement by Americans Ha s discouraged in the early 

years because neither Algoma nor the Nova Scotia steel plants Here 

financially attractive , and to 1935, there Ha s no record of profitable 

operations ( :161). 

The pattern of independent American entrepreneurs establishing 

themse lves in Canada , and the importation of valuable American skills and 

techno l ogy made possibl e the phenomenal gro'vth of the Canadian stee l in­

dustry from about 1901 (Eldon : 120 notes that its growth was actually mu ch 

f aster than in the U.S. at that time). The convergence of a number of 

conditions in Canada and in Amer ica contributed to the possibility for 

Canadi ans to gain a share . The "Canadianization" of the rest of the 

industry ,-laS also a factor Hhich allmved Stelco the necessa ry scope t o 

rapid l y become the industry l eader . Other factors in its rise vn ll nmv 

be e)~amine d . 
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II STELCO ' S RISE TO DOHINANCE 

1. Vertical Integration: Marsha lling the Resources 

T,vo aspects of Stelco I s development \\Iill be examined in this 

part; in the first section, Stelco IS grO\ving control over sources of rmv 

ma terials ",hich assured the conditions for grO\vth and stability, and in 

the second , how its acquis i tion of other companies facilitated the hori­

zontal product-line expansion \~ich created conditions for market dom­

inance. In the third sec tion, this market dominance \vill also be examined 

in the context of the "big three" in Canadian stee l and the division of 

l abour in the marketp l ac e \\Ihich has reduced competition and eliminated 

much unc e rtainty in an industry highly subject to cyclical fluctuations . 

The unifying theme running through the first tHO sections is that ver-

tica l and horizontal integration are complementary processes essent ial 

to the gro'vth of monopoly pO\ver 6. The third section Hill illustrate how 

complementarity in product lines bet"leen steel corporations further increases 

that monopo ly pOHer. 

The original merge r of the constituent companies into Stelco 

provided the company 'vith important horizontal and vertical linkages : 

the plant in Hamilton suppli e d the ' semi-finished steel product which Hou ld 

be made into such i tems as pl ates , bars or sheets by the rolling mi lls, 

and plants such as Canada Scre", Co., Canada Bol t and Nu t., and Dominion 

Wire became finishing mills responsible for advanc ing SOme products still 

further. Stelco was noted even in the ear ly years for its wide product 

range. As no further plants of any consequence were added horizontally 

until the post-",ar period, it \\Iill be appropriate first to focus on the 

vertical side of the growth process, on Stelco's attempts to assure it­

self supplies of the three necessary steelmaking ingredients: iron ore, 

coal, and limestone. 
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~Ltario possessed no deposits of metallurgical coa l and the 

stee l industry had to rely on Maritime supplies or, l ater, on the eastern 

United States fields , for their requirements. Iron are had been knoHn to 

exist in various parts of central and eastern Canada since the 1600's 

(in Quebec and the }1aritimes ) and in the ear ly 1800's iron ores a t 

Ha:cmor a, Hastings County in ~tario were also knOiffi . Local ores in 

~Ltario , Quebec and the Eari time s ,vere being used during the ear ly 

history of the Canad i an iron and steel industry , but, as Eldon (1 952 : 

Ch. 2) points out , the combination of poor transportation facilities 

necessitating the location of sma ll -scale plants close to local raw 

materia ls and manpOHer to cut Hood , and the small deposits of poor-qu a lity 

or difficult-to- smelt ores mean t the failure of ventures soon after they 

Here begun , since they ",ere unable to obtain better ores farther a-Ivay. 

Ore was an important factor in many of these early failures . Trans ­

portation, Hhich \·lOuld later contribute to the creation of a national 

economy with national markets , would also make possible the access to 

distant resource areas . 

BetHeen about 188 5 and 1924, Canadian iron are mining ventures 

failed quickly and American involvement, even in the 1920' s, ,vas 101'7. 

Unlike other Americ an mining ventures , iron are was not profit able or 

attractive due to the smal l size of reserves and their genera lly poor 

quality--Quebec ores genera lly had a high titanium content \vhich made 

them unsuitable , and although the now-f amous Ungava Bay deposits Here 

discovered in 1895, they were thought t o be too far and too inaccessible 

unti l after the Second World War; B. C. ores Here too sulphurous and 

required costly roasting to make them usable ; ~tar io are \va s low-grade 



233 

and required concentrating before they could be charged into furnaces, 

also a costly process, although some American capital "as put into eastern 

Ontario ores. In the Maritimes , the major source of Cana dian iron are "as 

in Nova Scotia, and New Brunswick iron mining "as briefly revived to use 

the low-grade Woodstock ores, bu t by 1915, Mar itime are production had 

ceased a l together . In 189 3, higher-grade ores had been discovered a t 

Wabana (Bell Isl and), Newfoundland , and these ores provided the necessary 

inputs for the tHO Haritime steel producers. About the same time , are 

was discovered in the Lake Superior region of Michigan , Minnesota and 

Hisconsin and these , along '''ith ores from the Hichipicoten area of 

Superior provided inputs for the Ontario industries ( :Ch. 2-3 ). 

At the turn of the century , only three major primary steel pro­

ducers "ere self-sufficient in raw ma terials: Nova Scotia Steel and Coa l, 

Dominion Iron and Stee l, and Consolidated Lake Superior's Algoma . 

Stelco 's predecessor, Hamilton Stee l and Iron (Hami l ton Blast Furnace Co.) 

,,,as completely reliant on purchased mater ials. 

Nova Scotia Stee l o,med mines at \-labana (which it later so ld to 

Dominion I ron and Steel ), and in 1907 acquired iron are areas in Brazil; 

it a lso m,'11ed coal mine s at Sydney and a limestone quarry in Cape Breton 

(Dona ld, 1915: 196-198). Dominion Iron at first used Dominion Coal's 

production under contract until the tHO Here merged in 1910; the Habana 

product, Hhich mixed readily '''ith its mm local ores at a cost cheaper 

than the Pittsburgh product , and nearby limestone quar ries were also 

readily accessible and abundant for the company (: 201 ) . 

Algoma was almost as we ll off: there Here nearby iron deposits 

in the "Soo" and although the Helen Nine are "la s non-Bessemer grade and 
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Algoma 's process ~vas Bessemer, it sold the output in the U.s. and pur­

chased American Lake Superior ores and used the product of its Michipi­

coten Nagpie Hine \Vhich it purchased in 1911. The company a l so mmed a 

l ime stone quarry in Michigan , purchased about 1910, a t the same time 

that it purchased the Wes t Virginia Canne l ton Colli eries. Coa l \Vas brou ght 

up from Lake Erie ports (: 213-218) . 

The Hami l ton Blast Furnace Company purchased 27% of its ore from 

Ontar io mine s in Renfre,., County and purchased the r ema inder from the 

American Lake Superior ore districts ( :219). Coal and limes tone Here 

also purchased. Ontario ores were found to be so l ean in iron content 

tha t the company forf e ited the Dominion and provinc ia l bounties for u s e 

of Cana di an ore , ",hich had firs t a ttr ac t ed it, in order t o u se the higher -

gr a de Lake Superior product ( Eldon, 1952: 61). 

Other than the \-labana ores , Hhich Here not as accessible to the 

Ontar io industry or a s cheap as wa ter-borne bulk shipments from the 

Super ior region , n o area in Canada a t tha t time cou l d approach the 

American depo sits in terms of qua l ity or quant ity. Canadian output of 

ore was mini scule beside that of the U.S. and a l thou gh the Wabana ore s 

were used by the riaritime s produc ers due to its a ccessibi lity and cheap­

ne ss to mine , it was no t popular in the easte rn American markets due t o 

its high phosphorous content making it l ess des i rable for Amer ican bl a st 

furnace practice . Thus , in the pre-World War I period, even the Canadian 

industry c ame t o r e ly increasingly on i mported ores, supp lie s being abou t 

equal ly d ivided be tHe en t he Americ an and Ne\vfoundl and ores ( : 66-67) . In 

addition , by 1918, Al goma ' s Magpie Mine \Vas closed due to the cost of 

concentrating the ores , and I·100 se Houn t a in Hine ( mmed by Ogl ebay -Norton 
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of Cl eve l and , Illinois Steel Co . , and Mackenzie and Mann of Cana di an 

Northern Raibvay fame ) Ha s close d in 1923 for the same reason ( :61-65). 

The Amer ican Lake Superior orcs and the Hatel."'way system ,vhich made its 

cheap transport possible ore,v Canad i an and American steel and mining 

interests togethe r (: 44). It Ha s a union ,vhich wa s to persist dmm t o 

the present t ime , as Hi ll be shmm. 

A decade-by-decade ana l ysi s of Stelco 's drive towards raw ma t­

erial self - sufficiency revea l s the prior i ty tha t mllst have been placed 

on this aspec t of the company ' s operations . Desp ite the financ ial strain 

of retiring the huge deb t it had acquired in its 1910 incorporation and 

t he cost of building nel-l mills, the company bui lt i t s mm coke ovens in 

1917 and in 1918 acquired 1 , 617 acres of coa l property \.Jhich it con­

solidated i n 1919 with the holdings of "two very strong United States 

companie s" ( unnamed) and took its one-th i r d interest in the 4,438 acres 

a s its v1ho lly mme d Stelco Coal Company; in 1920 it completed its source s 

of coal supply by ac quiring the Ma ther Colli eries in Pennsylvania Hith 

Uvo "very responsible corporations" ( a l s o unnamed). In the same period ; 

it acquired iron ore properties : in 1917, tHO properties in the Mesab i 

and Gogebic Ranges (\-lith tHO other companies ), in 192 5 the James Hine , 

and i n 1926 the Volunteer l'line ( location of these latter t,'lO unknmm). 

It h~d acquired no limestone properties as ye t, bu t in 1929 wa s building 

a ne,v ore dock t o coincide "lith the opening of the neH Helland Canal. 

In addi tion, in 1919, and again in 1929, it increased profitability 

through its rmv materia l facilities by setting up a coke by-products 

plant for the sa l e of Benzol, and ( a Stelco innovation) by us ing blast 

furnace gas in i ts plant circulation system, making use of ano ther by-product. 
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By the end of the 1920's decade , Stelco had interests in s ix raw materia l 

properties with an investlTlent which had increased from about half a 

mi llion doll ar s in 1917 to abou t four million by 1929. 

In the 1 930 ' s decade , there was no chang e in the number of 

coal and ore prop e rties a lthough there wer e investments in and advance s 

7 
to coa l an d ore mining compan i es averaging abou t $2.5 mi l lion ; the 

financia l s queeze of the De pression years and the falling off in steel 

demand mus t have curtailed further act ivity. 

By the end of the 1940 ' s decade , hOlvever , Stelco had o,omership 

interests in no l es s than 14 mining companies and had , in 1943, inc rease d 

its oHnership in I'la ther to 50%. The interests Ivere al l l ocated in the 

United States--in Minnesota , Michigan , and Wes t Virginia. The value 

of Stelco ' s investment had increased from $2-million to $6-mil l ion by 

the end of the decade. 

By 1950, there was a ctiv ity begun in exploration and development 

of new areas--by 1 956 Stelco had a half-interest in the Hilton Mines in 

Quebec, in 1957 an interest in Wabush Iron, Newfound12nd, and i n 1958 

in the NeHfoun dl and and Labrador Corporation. Stelco ' s joint-venture 

partners Here American steel c ompan ies. In 1952 the company purchas e d 

a 10% interest in the Erie Hining Co., Hinnesota , from Youngstm-ffi Sheet 

and Tube, a n American steel c ompany. By 1959, the year of Stelco's 

fiftieth anniversary ( and, they stated, their best year since the company 1s 

founding ) Stelco was involve d in 21 raw mater ial properties and had 

acquired Chemical Lime Ltd. in Ontario , a Hholly m·med -c ompany supplying 

lime stone. St e lco ' s investment had risen from $9.2-million in 19 50 to 

$23.7-million in 1959. Its interes ts range d geographically from Minn es -

ota, Michigan and West Virginia in the U.S.A. to Quebec and Newfoundland-
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Labrador in Canada . But more notab l e , perhaps , was the fact tha t 

Stelco had become involved in the forefront of the concerted effor t 

by foreign stee l and mining interests to open up the minera l -rich Labrador 

trough, a hitherto undeveloped area . Th i s invo l vement requires an im­

port a n t digression. 

The Newfou ndl and-Labra dor developments began in 1938 with 

negot iations with the NeHfoundland government , and in 1944 with the 

Quebec government , for l ong-term concessions in minera l, timber, and 

pm'ler rights . Park and Park (1973: Ch. 8 ) h ave done an extens ive analys i s 

of the forces involved , which will be rel i ed on here for background t o 

Stelco 's entry onto the scene. 

The situa tion is e ss entially one of the co-ope ration of a set 

of foreign ( mainly American) mining , stee l and financial inter e sts with 

Ca nadian el i te connections for the rapid exp loitation of a vast area 

extending from Ungava Bay south almos t to the Gu lf of St . Lawrence strad­

dling t\\1O provinces and across northern Quebec from the Great \\Tha le River 

to the Belcher I sl ands in Hudson ' s Bay . The additiona l attraction is the 

Twin Fal l s power potentia l in Newfound l and developed by British New­

found l and Corporation ( Brinco), a consortium estebl ished in 1 953 in­

vo lving Rothschi l d interests, Bmvater pulp and paper, and Roth e r mere 

interests through Anglo-Newfoundland Development, and having connections 

with important Canadian interests : the Bank of Montrea l, the Imperial-

C o~~erce bank, Brazilian Traction, and others (: 199-201 ). The groups 

to be discussed here are a ll involve d in developing the ir on or e deposit s 

throughout this region. 

Credit for opening the area goes to two Canadian mining million­

aires , J . R. Timmins and J. Y. Hurdoch, who establ ished Labrador Mining 
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and Exp loration in 1936 and Hollinger North Shore Exploration Co. in 

1942 (controlle d 20% and 40% r espectively by the H.A . Hanna Co. of 

Cleve l and an d financed by Hanna and by Hollinger Conso lidated Gold 

Min es ) for the purpose of obtaining concessions from the Quebec and 

. 8 
Newfoundland governments. Timmins, a member of the f ~1 0US mining 

promotion fami ly, operated his o\ffi Hontrea l financia l firm , "las a 

former vice-president of the Imperia l Bank, and a dir ector of Royal Trust 

and \'las involved \'lith the Sogemines group and Canadian Petrofina (both 

Belgian capital). Hurdock, a l m-i)'er-mining tycoon, was a vice-president 

of the Bank of Nova Scotia, assoc i ated \'lith U.S. capital and the Patino 

mining interests, and a director, among others, of Roya l Bank , Canada 

Cement, B.A . Oil and Rolland Paper ( a ll companies involv ed directly or 

indir ectly with the Stelco board, past or presen t) ( :201-203). 

l>Jhen their job Has done , the Iron are Company of C&nada wa s 

forme d ( incorporated in 1949 in Delaware and completely Amer ican-control l ed) 

in order to develop the ore deposits . Ho llinger Consolidated and M.A . 

Hanna Co . each received 500 , 000 shares of Iron are Co. stock , the t,.;o 

exp loration companies 500 , 000 betveen them, and the remaining 66.6/0 ,va s 

shared by the six other companies invo l ved \'lith Hanna in developing the 

Knob Lake, Northern Quebe c-Labrador area. These six companie s included 

Hanna Coal and are and Nationa l Steel , both Hanna controlled, amounting 

to another 31.5% of Iron Orels ownership, with the remainder being o,ffied 

by Republic Steel 16.6%, Youngsto,ffi Sheet and Tube, 6.6%, Armco Steel 6.6%, 

and Hheeling Steel 5/0. All but Armco (Hhich is controlled by Rockefeller 

allied interests ) are part of the Cl eveland group contro l. Each company 

Has to receive a share of the ore produced, 23% each going to Hanna , 
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Republic, and National, and 10% each going to Youngstolm, Armco and 

Wheeling (: 206-207). 

The other important consortium developing the area has interes ts 

at Wabush Lake (with costs shared for the construction of a spur line 

from Carol Lake with the Iron Ore people ). Ste lco and four U.S. com­

panies , ( al l according to Park and Park (: 196 ) part of the Cl eve l and 

contro l group), Pickands Hather , Hather Iron, Youngstmm Shee t an d Tube, 

and Int erlake I ron joine d toge ther in Wabush I ron Co. Canad i an Javelin, 

an American-controlled firm ,vhich obtained l arge c onc ess ions from the 

NeHfound l and government , tr ansferred a l arge part of these to the Hather­

Ste lco group and re tained l arge interests it se lf (:196). 

Iron Ore an d Habush joined Brinco in mm ership of the THin Falls 

POHer Corp. to ensure hydroe l ectric pOIver for their ore proj e c ts (: 20 0) . 

Throughout other locat ions in the vast area unde r development a 

number of other American and foreign i nterests are involved and are worth 

noting here to illustrate not only the import ance of the area f or supp l ying 

steelmaker s' requir ements but a l s o fo r the ir interconnections. In the 

Mount Wr ight (Quebec ) area, through the Normanvil le Mining Co., Jone s and 

Laughlin Steel and Cl eve l and Cliffs Iron Co. joined together (Cleveland 

Cliffs under the control of Cyrus Eaton of Cl eve l and). Eaton wa s in­

volved with five West German stee l produc ers headed by Alfred Krupp in 

ore projects in the Ungava Bay area (nor thern Quebec), as was a separate 

group hea ded by Rio Tinto Mining Co. of Canada (control l ed by the British 

Tinto mining interests, linked ' to U.S. steel interests and interlocked, 

according to Syke s (1 973: 132) with Anglo-American Corp. of South Africa). 

Eaton had a l ready been controlling Stee p Rock Iron Hines in north,vest 
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Ontar io near Lake Superior and \Vas l easing ground there to Inland Stee l 

(P ark and Park, 1973 :196; 198). U.S. Stee l wa s involved in proj ects 

a l so in the Moun t Wright area and had obtained special concessions from 

the Quebec l eg islature in 1957 for construction of a 190 -mile rail,vay 

from there to the Gulf of St. Lalyrence on which it Hou ld hav e exc l usive 

use rights ( thus shutting out Canadian J avelin) (:199 ). ( U.S. Stee l 

had been ac tive in mining exp l oration ear ly in the century as well, 

according to Eldon , 1~52: 105 ) . 

Data from Burch (1 972: Tables A-I, A-2, 3- 1) gives an indication 

of hOlY interconnected Amer ican steel and mining interests have beenin 

the 1930 ' s and sti ll \Vere in the 1960 's. It wi ll be recalled that Park 

and Park (1 973 ) identified all of the companies involved in Iron Ore Co. 

of Canada with H.A. Hanna Co. ( excep t Armco ) as being under the contro l of 

the "C l eve l and group.1I Hare explicit ly, Burch finds these companies to 

be linked to the famou s Ohio Hanna family or to Cyrus Eaton and the 

Cleveland Cliffs concern. M.A. Hanna Co. is probably ove r 50% OImed by 

different member s of the Hanna family , and he also (: 58 ) confirms National 

Steel to be unde r Hanna control, including having three Hanna boar d 

member s. For the 1930 ' s, Burch points out the discrepancy between the 

data of Berle and Means and the government study : the l atter judged 

Inl and Stee l to be under the control of t h e Block fami ly (7. 4%) and the 

Mather-dominated Cl iff s Corp. ( predecessor of Cleve l and Cliffs), 6.4%; 

while Berle and Means believed it t o be Eaton and associate s. In the 

1930's Cliffs Corp. was, according to Burch ' s research, probably con­

trolled by the Eaton and Mather familie s; in the 1960's, it was Cyru s 

Eaton . As YoungstOlm, according t o Burch, ,ya s in the 1960' s 5.1% minority 
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controlled by Eaton, and Whee ling 5.2%, and Park and Park believe Republic 

today to be Clevel and controll ed (in the 1930 's, Burch foun d, it wa s 

Eaton ' s and Hanna's Cliffs Cor p.), it is like ly tha t the Mather and 

Eaton families formed an a lliance which continued into the 1960's. 

This is pl aus ible, since these companies are a l s o linked in ownership 

of I ron are Co. 

The other group of companies ( with whom Ste lco is invo l ved in 

the Habush project) , Pickands Hather , Mather Iron, Youngstmoffi Shee t and 

Tube, and Interlake Steel, are linked according t o Burch through the 

Ma ther f amily . Since the 1960 's, his research indicates, I n t er l ake 

Stee l ha s been controll e d by the Mather f amily indir ectly through Pickands, 

i,rather & Co., 9%, and has had on i ts board for a nUrilber of years outside 

dir ectors representing the Math er f ami ly9. Thus, the Wabush developmen t, 

on its American side , like the Iron are Co. deve lopment, is under the 

contro l of closely al l ied American interests . 

The othe r Amer ican stee l comp anies involved in the area ar e not 

connected to t hese interests , bu t are connected to dominan t American 

financia l groups : Jones and Laughl in Steel Hith the Jones , Laughlin, 

and He llon famili es , intermarried ( the Ne Ilan family is involved i n Gulf 

Oil, Hellon National Bank , and others ); Bethlehem Stee l with the Mellon 

interests ( Burch, 1972: Tab le 3-1 ); and United States Stee l, according to 

Park and Park (1 973 : 196 ) is under t he contro l of the Morgan interests. 

Stelco 's direc t mmership links ,yith the Ne"lfound1 and-Labrador 

interests may be su~~arized as follows: lO 



Nfld. -Lab. Firms 

Kno ll Lake Hinera ls 

Northern Airport 

Stelco 's Other s' Interest 
Interest 

14. 8% Habush Iron Co. 
33.6% 

Canad i an Jav e lin 
39.5% 

12.8% 0~abush Iron Co. 
( 28.6% 
(I ron are Co. 

49.6/0 
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OIv-uership Linkage s 

Owners of Habush : 
(YoungstOlV11 - 26.9% 
(Interlake Inc. - 17.6% 
(In l and Steel - 17.6% 
(Hhee ling- - 17. 6% 

Pittsburgh 
( Societa Finan- - 11.4% 

ziara 

as above 

Ouners of Iron 
(Hanna Mining Co. 
( Bethl ehem Stee l 
(Hollinger Hines 

are: 
- 26 .4% 
- 18.8% 
- 10.2% 

Iron are Co . of Canada also QI·,rne d 76.9% of the Caro l Lake Co . ( producing 

iron ore pellets ), 24 . 8% of the T"\>lin Falls POiver Corp. (Churchi ll Falls 

Labrador Corp. o'\V11ed 1'\"in Fal ls 66 .7 %), and 50% of the Nor thern Lan d Co. 

( anothe r 28 . 8/0 being mmed by Habush Securi tie s Corp. ). According t o its 

1973 annua l report, Stelco 11ml mms 12.8% of Northern Land Co. and 4.4% 

of 1'\Jin Falls Power Corp. Although decidedly a junior partner, Stelco is 

nevertheless the only Canadian stee l producer involved in the Newfoundland-

Labrador projects. 

In add ition, Stelco had , in 1975, a 25.6% Oimership interest in 

the Arnaud Railway Company, Quebec , 50% in The Hilton Mines, Quebec, 

and 25.6/0 in the Habush Hines in Newfoundland and Quebec. The wabush 

interests for the 1960 ' s have a l ready been noted. No oimership infonna tion 

was available from Statistics Canada on the other two mining ventures 

'lYhieh Stelco classifies as "unincorporated joint ventures ." 
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Ste lco a l so Hholly own s the Griffith l'iine in Red Lake , Ontario, 

and counts among i ts American \.,holly O\vned subsidiary companie s t he 

fo llowing : Ste lco Coal Comp any, Pittsburgh ; the Pikevi lle Coal Co., 

Loui sv ille, Kentucky; the Kanm'lha Coa l Company, Ashford, \'l es t Vi rginia ; 

the Ont ario Eveleth Company and the Ontario Hibbing Company , both 

Hi nnea poli s , Minnesota . The company OHns a portion of other mining 

compan ies in the U. S. \.,1it h joint venture partners ( unname d by them): 

Ti l den Iron Ore, Michigan (15 .6% Ste1co); Erie Mining , Minnesota ( 10.0%), 

Eve leth Expansion Company , Hinnesota ( 23 . 5%), Ontario Iron Company , l'iin -

nesota (10.0%) --a11 iron ore companies. It a l s o ha s a share in the 

£01101.,1ing coal compan i es : Ha thies Coa l Company , Pennsy l vania (13. 3%), 

Beckley Coa l Mining Company , Wes t Virginia (1 2 . 5%), and the Olga Coa l 

Company , West Virginia ( 10.0%). 

Al together, inc l uding Ste1co 's Chemica l Lime Works , the company 

mms Hholly or i n part 22 companies connecte d Hith the extraction, proc-

ess ing, or shipp ing of raH material s for its steelmaking operat i on. 

According t o the Globe and Ma il, May 27, 1976, Stelco Hill a lso 

be , for the firs t time , a custome r of t he Cape BretonDevelopment Corp. 

( Devco), f or 150, 000 tons of Hashed and desu l phuri ze d coal i n 1976, 

r i sing to about 500, 000 tons by 1977. The Devc o coa l ap pea rs to be the 

first Canadian source of coa l fo r Steleo , perhaps in r esponse to the 

thr eat posed by a shortage of U.S . meta llurgical coal l eading to an 

h • r, 1 . . .. f ' t 11 
~merlcan reaera governmen t monltorlng or even ra~lonlng 0 coaL expor s 

At the same time , Stelco ha s begun to express an interest in the huge 

Al berta coal de posits , uhich it hopes t he neH trans -shipment termina l 

planned by the Federa l governITIent a t the Lakehead Hill facili tate its 

moving eas t (unti l then, Hestern coal is uneconomi c a l due to the high 



cost of transport ing it and to l ack of suitable trans-shi pment faci li-

ties year-round). Ste lco began recent ly to use coa l from the B. C. 

Kaiser Resources Mine for the making of coke , and metallurgical coa l 

from the Smokey River McIntyre Nine ( since 1974). The company was ag ­

gressive l y seeking other western coal sources , with the expressed objective 

of ensuring substantia l amount s of their coal requirements ~rould come to 

them from domesti c sources , including , \'lith techno l ogica l advances , the 

increased use of Hestern Canadian sub-bituminous coa l Hhose usage ha s 

heretofore been l imited12 . It is clear that Stelco, now se l f-sufficient 

in raH materia l supp ly, intends t o insulate itself furthe r from shortages 

caused by m2.rke t conditions or foreign government intervention , and t o 

ensure itself quant ities proportionate with its growth , especial ly once 

its Lake Erie steelmaking facil ity is comp l ete . 

Befor e su~nar izing Steleo ' s progress in the 1960 ' s and n1id -1 970 ' s , 

some brief commen ts on the i mportance of the American Lake Superior are 

deposi ts t o all of the major Canadian steelmakers should be made. 

Al though the evidence is scanty, i t would appear that \.1hi l e Ste lco 

wa s in a position financially to forg e ahead with its plans to ensure rm·l 

ma teria l self -sufficiency, the other stee l producers were not in such a 

position, and lagged behind. Dosco was by f ar the wors t off, fo r after 

suffering the vicissitudes , ear l y in i ts history . of finance and o\mership, 

it wa s f i nal l y g i ven up by its controlling interest, the British Hawker 

Siddeley group, as obsol ete and in 1967 negotiations Her e entered into 

\lith the Quebec government-formed Sidbec to sell to them certain of Dosco ' s 

asset s and equipment. In 1968 , Sidbec ac qu i red fu ll control of Dosco and 

sold the instal l ation s it did no t wish to retain ( the quite obso l ete plant 
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at Sydney became the pos ses sion of the Nova Scotia government, who 

1 d 1 . h . ~ )13 strugg e a ong w~t ~t a s ~y sc o . 

Ir on ore for Sysco's mode r n i ze d and new mills would have t o come 

fr om the Quebec-Labrador area, "part of Quebec Premi er Robert Bour a ssa 's 

fief do~' (~), an d Quebec, a l s o a r iva l f or a propos ed new $1, 50 0 -million 

wor ld-scale stee l comp lex, could hardly be e;~ected to be co-operative 

(Financia l Post , June 14, 1975). In 1975, a lthough Sidbec-Dosco suffered 

a deficit of between $10- an d $20-million and a $7.9 -million deficit in 

1972, it planned a maj or expansion programme including development of 

an iron are mine in northeastern Que bec (Hami l ton Spectator, Dec ember 10, 

1975). The ore will come from Fire Lake , developed by Qu ebec Cartier, 

a U.S. Stee l subs id iary expected to be a pdrticipant , a l ong \v i t h Br itish 

Stee l Corp. and possibly German and Jap anes e inte r e sts , "ho ,vould probebly 

take up the balance of t he are no t us e d by Sidbec. The developments, if 

they go ahead, wil l not be r eady until 1977 (Financia l Post , June 5, 1976). 

Neither one of these companies is in a good position \vith respect to 

r aw 8a teria l supply, and neither one is involved in the U.S. are develop-

men ts. Only Canada ' s I'B ig Three" are . 

In a series of ar ticles dated September 27, 1975, Financial Pos~ 

reported extensive l y on Canadi an involvement in American are proj ects, 

noting why U.S. are "still makes sense for Cana dian steel ." Essentia lly, 

their answer is that especially in the Hesabi range in northeas tern Hin-

n eso ta lies one of the world's bigge st and longe st-l as ting iron regions, 

Hhich by the 1950 I S had been stripped of all its knm,rn , rich deposits but 

which h ad made a comeba ck Hhen t echnology was deve loped to economically 

mine and process the taconite (or iron-lean, hard ores ) into highly con-
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centra ted form. As a result , the American gian ts, Hhich had gone abroa d 

as far as Africa, Austra lia an d Brazi l to exp loit foreig n reserves, Here 

nmv shifting back to domestic ores Hhich Here close and not subjec t to the 

threat of foreign governmen t nationalization scheme s. Algoma, Dofasco , 

and Stelco were involved in Mesabi and Marquette (Michigan) range dev­

elopments to the tune of bet,veen $275- an d $285-million, nett ing them 

5.3 mi llion tons of the iron pellet output a year , satisfying much of 

their ore requirements. The infrastructure, the necessary American par­

ticipation making ~anadian involvement economic, and the know-how , were 

all there . 

These components are notably absent in the Canadian Lake Superior 

and other northHest Ontario regions where new , rich ore bodies had been 

d iscovered. Needed "lOu ld be l ake port s, raihvays, roads, and to\msites 

as well a s a centrally located pelletizing plant . Americans are unlikely 

to be lured m'lay from the U. S. areas nm-l developed , especially since the 

1970 l-1ining Ac t does not give them sufficient "incentives". The Ontario 

Hines Division has a lready \varned that (federal) goven1.ment aid Hou ld be 

necessary to stimulate development, particu l ar l y by supplying infra­

structure . Algoma is, in fact , a lr eady pushing the idea of a centrally 

located pelletizing plant. 

Hm'lever, the Canadian government may be pursuaded in the future 

to supp ly that infrastructure and Canadian Lake Superior ore may begin 

to " make sense" for the Canadian steelmakers if the Financia l Times of 

Canada (June 28, 1976 ) is correct in its interpretation that U.S. stock­

piling could distort the marke t and prices on commodities from Canada 

",hich are being increasingl y stockpiled in the U.S.A. Canadian iron ore 

imports amount to 50% of Amer ic an supplies , and cover 28% of their needs. 

This, combined ",ith the possibi lity of coal stockpiling an d quotas, could 
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affect dependent Canadian mills by cutting dmro or overpricing their 

share of supplies. 
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The three major Cdnadian producers are invo lved \.,i th many of the 

same American companies in the mid\Yes t ore pyojects as are involv ed i n 

the Newfound l and-Labrador developments . The Tilden projec t (Marquette 

range) involves Al goma (with 30%, the l arges t share ) , St e lco 10%, plus 

the following U.S . interests : Jone s and Laughlin St ee l , Wheeling­

Pittsburgh Steel, Sharon Steel, and Cl eve l and-Cliffs , the original O\ffier 

and the project operator. Eveleth in the Mesabi range includes 16% 

Dofasco and 14% St elco part icipation ( the othe rs were no t l isted) . 

Hibbing Taconite (Minnesota ) , the newes t U.S. mining and pelletizing 

project , h a s Pickands Mather as a participant and as deve lope r-operator , 

with t he majo r mmer being Bethlehem Stee l (75% interes t ), and Stelco ' s 

10% the l arges t Canadi an interest ( no other Canadians were liste d). 

Stelco is involved ( 10%) in Erie Mining (Mesab i , Hoyt Lake s area ) , bu t 

no other Canadians are men tione d. U.S . Stee l i s involved i n the Hinntac 

project in northern Minnesota and no others appear to be involved there. 

To surrunar ize , while Canadi an stee l producers are heavi l y in­

vo lved with their Amer ican counterpar ts ( ostensibl y their competitors ) , 

it is Stelco, being involved both in the U.S . and \-lith U.S. comp anies in 

the Ne\·lfound l c.nd-Labr ador area, v1hich appear s to be dominant of the 

Canadian steel companies i n command of raH ~material sources. At the end 

of the 1960 ' s decade, its investment in raw material properties amounted 

to $147 .4 million ( up from $28.5 .in 1960); by 1975 its investment had 

increased t o $239.4 mil l ion. As befitting a b ill ion-dollar corporation, 

the company had control of its ovm raVl material sources and sophistscated 

technology \~hich permitted it to mine, conc entrate, and sh i p t o its ever-
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hungry coke b a tteri e s and furn a ces millions of tons of coal, l imestone , 

and i ron ore and had its intere s ts in ralV material source s ( in t e r ms of 

investment and are rece i ved ) a l mos t e qu a lly divided between American and 

Canad i a n areas. The company is sti ll, a s it h a s always b een , linked 

firmly to Americ an steel a nd_mining interests interpenetr a ting the t wo 

countries . It is very mu ch a part of the continental pattern of resources 

and manufacturing. 

2. Horizonta l Exp ansion and Marke t Domin ance 

Exami na tion of Stelco ' s expansion through hori zon tal i n t egration, 

especial ly as it c oncerns expansion through acqu isitions of other a l ready 

established c ompanies, may be made much mor e bri e fly, no t bec ause the 

do llar value is sligh t but bec ause the company 's activities Hh ich con­

tr ibute d to its rise to dominance c an be divided in t o we ll -def ine d stages , 

",hich after the Second Hor ld Har rap idly become an uninterrup ted stream . 

Horizonta l integration in the c ase of steel als o t end s to be much more 

simple (more an extension of vertical integration) tha n is the c a se in 

corporations ",hich can easily move out of their original product lines to 

entirely differen t one s . "Hori zontal" in the c as e of stee l tends to me an 

movement into more finishe d products ,vhich are not advanced by inter­

mediarie s. One examp le of this in S te lco's cas e is fencing products . 

The fo llo,ving analysis is based on Ste lco annual reports, with 

some reli a nce on Ki lbourn (1960) for the first tHO decades of Ste lco i s 

opera tions, as little information was r epor ced by St e lco in these early 

years on their activities , and they quote no figures for c a pital expendi­

tures until the 1930's. 

According to Kilbourn (: 210 ), the most notable deve l opments of the 

early period ( to the 1940's) were the tripling of steelmaking capacity, the 
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use of electric power fo r operating the mi lls ( in 1913 theirs wa s only the 

Hor ld's second e l ectrically po~vered bloom mi ll), the es tablishmen t of a 

cost-accounting system, and of course , the continued effort at sc lf­

sufficiency in raH material s. 

Between 1910 and 1914, the first stage Has begun t o integrate 

the disparate mil ls brought together by the merger and to modernize and 

rationalize production. A ma jor building plan, necessary no t only for 

these reasons but a l so to mee t heavy American competition and gain a 

larger marke t share, prompted reorganization of finishing plants , an 

increase in open-hearth capacity, and mos t i mportant, introduction of 

a ne~v bloom mi ll and combination rod and bar mi ll, both electrically 

powered . Further bond issues over and above those set out at th e ir 

incorporation Here necessary , raising their deb t t o $8-million. 

Hhen the expansion and modernization Has completed in 19 13, a 

North American recession tha t l aste d unti l 1915 saH them clo se to bank­

ruptcy , from ~Yhich they Here saved in part by a short-term lo an in 1913 

arranged through the Dominion Bank by Os l e r and l'1atthe"ls (who ~ver e 

associated with the bank) and in part by extr eme ly carefu l managemen t 

(: 93-95). Hartime stimu l ation of the economy ( and of the stee l business-­

Stelco supp l ied shel l casings ) by 1915 permitted the company i n 1916 t o 

add new open-hearth furnaces , doub l ing c apacity, and to add new finishing 

areas and beg in raw materia l and cokemaking self-suff iciency efforts 

(:102-103). 

Stelco's entire pre-Second Wor ld War period fo lloHed much the 

same pattern: their attempt s to integrate, expand, and modernize the 

facilities ,,,ith \vhich they had begun their corporate life \Vere curtailed 
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by three extremel y poor business periods when Stelco ' s surviva l was 

threatened : 1914-15 , 1921-22 , and 1932-33 ( :211). Although they had 

acces s to Armco ' s continuous sheet-ro l ling technology as early as the 

1920 ' s ( due to the "f reer:1asonry among North American steel men in al l 

mat ters technica l" (: 116», the process required a l arge c ap ital ex­

penditure and high demand to justify it; ,ken they had their nex t ma jor 

pre-'vvar renovation prograrnme (1936-1939 ) in "lhich they spent $8-million 

on bas ic stee l facilities alone plus i mpr ov ements to their fini shing 

end, the sheet mill project again had to be postponed, this time due 

to a recession in 1938 and then the war years . The mi ll ,}as finally 

insta lled in 1945 a t a cost of $lO-million ( :155; 178) . 

Stelco ' s annual reports stated capita l expend itures for the 

per iod 1925-1935 for a ll new pl ant were $15-million , and for the four 

years 1938-1941 , were $16-million, indica ting tha t a lthough financial ly 

good years of the " infant" cOfl1pany alterna t ed fr equent l y "'ith bad, the 

company progressed quickly , and its rate of expans ion wa s accelerating. 

The gr eatest accele r a tion , however , was t o come a s a direct result of 

World Wa r II and of the pent-up demand and new steel use s arising in the 

war ' s aft ermath . It was also during this period ( a ided, Kilbourn :167 

state s, by substantial government hel p14) that Algoma and Dose o , hav ing 

made few i mp rovemen ts to thei r pl ant in the prev ious 30 years , ,,,ere able 

to play catch-up . Algoma , it wil l be recalled , had suffered from fin-

ancial pr obl ems l eading to a rapid series of management changes , and Dosc o 

had also suffered from the se probl ems ; Dofasco was stil l in its infanc~ , 

extreme ly small , and until then ",ith no pig-iron facilities of its o~m . 

Dosco ' s facilities in particular ",ere extremely old, its successive manage -
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Inen ts having ridden along on the tide of Dosco ' s dominance withou t 

making many move s to diversify out of its existing product line or t o 

alter the focus on expor t sa l es , and the 19 20- l 93 0 ' s de cades were no t 

fin anc ially successful ones . This wart i me peri od , it would seem , is the 

one from whi ch the rise of the "Big Three" to dominance can be dated , 

and in particular , Stelco ' s r i se to the position of numbe r one . 

The Se c ond lJor ld i-la r , un l ike the First , Has almos t wholly mech­

an i zed, and its re liance on stee l phenomenal--C an ada pr oduced in those 

seven years $10-billion Hor th of munitions and ~'lar equipment ( : 164), 

with Stelco supp l ying the lion ' s share of certa in kinds of stee l products . 

The demand for plate for ship hulls, the l argest- tonnage item, prompte d 

Ste lco to build a 110" 'V1ide -p late mil l in 1941; it was then producer of 

the widest pl ate in Canada . Dosco ' s mil l, on the othe r hand , ha d not 

been used since 1918 and ha d to be brough t out of "mothballs" for the 'lIar . 

Dofasco ' s was an older, narrower-width mil l. Wire rope and stee l pipe 

were also ne eded in v ast quantitie s--Stelco wa s one of three Canadian pipe 

producers ~"ho suppli ed it, and ~"as the chief manu f ac turer of stee l wire 

and s pring stee l (:1 62-163 ). At the outbreak of war , Stelco had added an 

a ddi tional open-hearth furn ace, ,,,hich aga in near l y dou bled its capacity, 

and because most of i ts ba sic steelmaking f acilities were quite modern, 

~"as ab l e to concen trate funds on i mprove,nents to its steel rolling, ore­

handling, and coke and iron-making facilities ( : 167 ), thus putting it in 

an exce l l en t pos i tion to mee t the demands of the post-war period . 

Stelco ' s faci li tles had been taxed to their fullest during the 

,,,ar, but it emerged in the strongest position . In the period 1938-1948, 

according t o its annual r epor t, it spen t $58-mi llion on ne~v pl ant and 
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equipment aad Ha s ready to l aunch i n to a seri e s of maj or expan s i ons in 

t he 1950 ' s l eading d i r ectly into its per iod of acqu i s itions and joint 

v en ture s whi ch saw it not only expand its c apacity but a l so its produ ct 

l ine s and g eogr aph i c marke t ing sc ope. 

It is di f ficult to i dentify Ste lco's pos t -Har expendi tur e s in 

terms of def i n ite periods, s i nce they tended t o come h ar d on t he h ee ls 

of one ano t h er, and a cce l era t ed r apidly. The t able be loH gi ve s some 

indi cat i on of t he es c a l a t i on in cap i ta l spend ing , base d on an average 

yearly c ap i ta l expenditure for sel ected pe r i od s a s a per c en tage of t he 

1 . h . d15 averag e year y 2sse ts ln t e same per l o 

T.ABLE 4-1 
CAPITAL EXPENDITURES (NEH PLA-N T AN D EQUIPHENT) 
AS A PERCENTAGE OF TOTAL ASSETS (SELECTED PERI ODS) 

Per i od Average Yearly Asse ts Ave r ag e Yearly Capi t al % of As se ts 
Expenditures 

192 5- 1935 $ 57.4 million $ 1.5 million 2.6 
1938-1941 $ 80.5 $ 4.0 4.9 
1943-1953 $ 125.9 $ 10.0 7.9 
1954-1960 $ 250.5 $ 28.0 11.2 

-):1 960 $ 299 .4 $ 53.2 17.8 
1962-1969 $ 645.9 $ 87.3 13.5 
1970-1 974 $1,0 80.6 . $ 106.0 9 .8 

~" 197 5 $1,678.2 $ 232.8 13.9 
'': re cord year 

The pr e -S econd World War patte rn Has, exc ept fo r th e rapid 

en try into rmv mater i a l property OImership, one of concen tra t ion on n ew 

pl ant and e quipment, first moderni zing and then expanding c apacity and 

pr oduct-line s. The pa ttern in the post-war period Ha s for more of the 

same, a lthough with increas ing r ap i d ity, but in a ddition, the company 

began to acquire already established plants vlhich f acilita t ed its entry 

i n to new area s or in "vh ich it h ad previously compe t ed or ha d acted as 



253 

supplier for the acquired companies. The nature of t h ese acquisitions 

and their i mp lications wil l be dea lt with shor tly. 

The period 1951 - 1953 , identifi ed by Stelco as a ma jor expans ion 

period , was marked l arge ly by the addition to basic stee l making f acilitie s 

\vhich led, af ter a 1959-1960 additional bas ic steel and fini sh ing line 

expans ion , t o a tripling of cap acity to three million ingo t tons ( Ki lbourn 

1960: 211). The 1950's progr ammes, costing a quarter of a billion dollars , 

t\'lice \'7hat Stelco had s pent in its first 40 years (: 221 ) , left Stelco 

wi th several n e\'l and notable faci litie s. Kilbourn ( :218) identifi e s the 

years ·1955 and 1959 a s being i mportant ones ( as had been the year 1945 

f or the addition of t he first continuous strip mill ) , because the company 

added a ga l vanized shee t line and elec troly ti c tinning line s \vhich mean t 

that for the first time , Stelco's flat-rolling practice c ould be at a 

par "('li th U.S. in advanced facilities . The company also made a number 

of t echnolog ical contributions of its o""n , including one Hh ich boosted 

blast furnace production of pig iron and so obviated the n ecess ity of 

bui lding a grea t numbe r of blast furnace . Al though Kilbourn does not 

note it , just a s i mportant Has the add ition of Parkdale Works in 1955, a 

ne\vly constructe d, moder n mi ll built by Stelco to add to its production 

of finished products to supplement the very old Canada Works wire mi ll. 

The company a l so c onstructed two new pipe mills t o t ake advantage of 

special demand, in co-operat i on with a company it later c am e to acquire . 

The subj ect of such acqu isitions 'vill be dealt ,'lith sepa r a tely. 

The years 1962 to 1963 marke d yet another extensive expansion 

programme, including an acquis ition, and an addition to the steelmaking 

c apacity of a company previous l y acquired. Much capital was also spent 
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acquis ition of mining properties and providing of f acilities for them, 

a subject ",h ich has already been discussed. Many of the i mprovemen ts ,vere 

ma de at Hilton (H amilton) Horks , the main steelmaking site from ",hich 

all of the others had grmoffi , including the installation there of a 148" 

wide-p l ate mill ",hich ",ou ld produce the wides t plate in Canada, supplanting 

Ste lco's CIoffi claim t o that distinction in the ,'lar years. In 1968 , 6,600 

acres ,'lere a cquired on the shor es of Lake Erie (near Nanticoke), and a 

great deal of time, expertise , and money ,vas spent on pl anning f ac ilities 

,.,hich, Hhen construction began in 1974, saH Stelco on the road to doubling 

its existing stee lmaking capabilities by t he 1980 ' s. Hilton Works could 

be expanded no more. No,v the expansion ,voul d be else",here--at Lake Er ie, 

at WeIland, and in the Wes t, and at Con tr ecoeur in the East . It was part 

of the inevitable logic of this headlong rate of expansion , especially 

in ba sic steelmaking cap acity (ra,v steel and " semi I Sll Hhich provide the 

inputs for s o many different kinds of further production) \vou ld l ead to 

an aggressive s earch for ne", market s and ne", products. A substan tial case 

can be made for vi e",ing the relat iv e ly fe,v but i mportant acquisitions 

by Stelco in such a light, as the ensuing discussion will sho", . 

Stelco pointed out to the Bryce Commission that its four ac­

quisitions ( all since the Second World War ) with the exception of one, 

",ere al l vertical mergers and that the company did not engage in non-

steel related business16 • The company argued that these mergers were all 

involved in related line s and that the association with a l a rger comp any 

possessing grea ter financial, technical and personnel re sources bene ­

fitted the acquired companies. Their statement ",a s a cl ear justification 

for the "bignes s is better" doctrine, and Has also no t c omp l etely accurate. 
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Their statement wil l be ana l ysed in the course of the examina tion of 

their acquis i tions. The follo"l.;ring list surmna rizes their involvement s 

betVleen the 1950's and 1974: 

Date 
Acquired 

1950 's 

1955 

1959 

TABLE 4-2 
STELC O ACQUISITIONS 1950 -19 7417 

(PLUS JOINT .VENTURE S) 

Acquisition 

Frost Steel & Wire Co. 
(H amilton , Mtl. ) 100% 

Hell and Tube s, 50/0 

Camrose Tubes, 50% 

Hain Activi ty 

Fencing and fencing products; jobber 
contracts and retai l 

*~ joint venture with Page-Hersey 50% , 
constructed by them ; mi ll for l arg e­
di ame ter pipe 

*a joint venture Vlith Page-He rsey 50%, 
constructed by them; mill for l arge ­
d i ameter pipe, western l ocat ion 

,\-these t"l'lO Here no t " acquisitions" in the true sense until Stelco 
absorbed Page-Her sey and consolidated its o\mership in the t,vo units 

1959 

1961 

1962 

1964 

1968 

1970 

Hamilton By-Product Coke 
Oven s Ltd., 100% 

Canadian Dra"lm Stee l 
100% 

Premier Stee l Hil ls 
100/0 

Page-Hersey Tubes Ltd. 
100/0 

Land and water lots for expansion 

Cold-draHn bar products 

Basic steel ( e l ectr ic furnace ) and 
finished products - Hestern loca tion 

Pipe-ruaking facilities, knm.;r-how , 
marke t contacts ; dominant in field 

JOINT VENTURES 

Baycoat Limited, 50% 

Canada Syst ems Group 
(Est.) Ltd., 33.3% 

With Dofasco 50% - for continuous 
co l our-coating of sheet products; 
custom orders and sa l es to steel 
service c entres and fabric ators 

With Eaton ' s 33.3%, Gulf Canada 33.5% -
( originally TlliJ Inc. 33.3%); computer 
systems and serv ice, systems analysis 
for environmental, safety , traff ic 
contro l 



Tabl e 4- 2 

Date 
Acqui red 

1972 (?) 

1974 

1974 

Acquis i tion 

Shaw Pipe Protection Ltd. 
Ltd. , 33.3% ( 19 75 share) 

- Fers et M~taux Recycl~s 
Ltee . ( Que. ), 50% 

Torcad Ltd. , 50% 

256 

Hain Activ i ty 

With Shaw f ami l y ; specia l coatings 
for pipe products 

Other participants unknown ; 
Collects and prepares f errous scrap 
primari l y for e l ectric -furnace 
practice18 

With Cour t Industries 50%; ga l ­
van i zed and cadmium plating for 
me ta l products 
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The ne,,, mills built by t he company , Parkdale Horks , in 1956 

(for Hire and ,,,ire products), and HcHaster I'lorks, i n 1959 ( a contin-

uous Held pipe mil l), and Saskatchew'an Stee l Fabricator s (1 962), mus t 

a lso be understood a s contr ibuting t o the company ' s ability to expand 

ex i s ting marke ts by offering ne" grade s or l arge r quantities , or par-

t icularly in the case of the pipe mil l as Hi t h the others built '''ith 

Page-Hersey and the Page -Hersey acquisition it self, a s contributing 

t o Stelco ' s abi lity t o move into ne" territory . 

Such an explanation account s for the es tabli shment in 1968 an d 

1974 of six export arms of the company, l ega lly separate entitie s bu t 

producing no steel: Stelco S.A. (Geneva), Ste lco Neder l and, and The 

Stee l Company of Canada (U.K.) Ltd ., a ll in Europe; and Ubbe l ohde-Stelco 

S.A.C . I Y deR, Bu enos Aires, Ste l co do Brasi l Ltda , Sao Paulo , and 

Stelco de Venezuela, Caraca s , a ll in Latin Amer ica . These expor t com-

panies are par ticul ar l y importan t in time s of hi gh demand or, in the cas e 

of La t i n Ameri ca "lhere tHO l arge American can-making multinat ionals 

operate , f or the sa le of tinplate previously h and l ed through outside 

agents. As Ki lbour n ( 19 60: 330 ) states : 

"Ste l co has ma de good use of Canadian trade cormnis sione rs 
in some countries , especia lly in South America, a thing 
mos t CL nadian fil-ms seem loath to do, ",hen even the com­
miss i oners ' offices are pathet ic a lly eager t o he lp and "hen 
the serv ices they provide are the equival ent of a branch 
sales office for the firm tha t uses t hem." 

Ste lco , for exampl e , began sell ing to the U. S. m~rket s during the fifti e s , 

"hen its patented Ardox sp i ra l nai l gaine d it entry (: 330 ) and despite the 

high tariff , Ste lco a ccording to industry sour c e s has been successful in 

se lling its high-quali ty pipe products there. Thus, a natura l outgro,,, th 

of its mature t echno l ogy and i ts capacity ha s been to formalize its 
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export business withou t actually engag ing in production in the highly 

compe titive and ov e r -supplied wor l d markets . 

Anoth er examp le of its maturity is the Stelco Technica l Services 

Ltd ., now a separate l egal entity but before no,., in ex istence a s a 

department of the company . Technica l Service s make s no product bu t 

sells expertise , a dv ice, and patented processes . Like Ste lco's Research 

and Development Centre , it is an indication of the company ' s se lf­

suf fici ency and industry l eadership in Canada. As ear ly as the 1950 ' s , 

when Stelco deve lop ed its Ardox nai l, Ste l co has been involved in l icen-

sing agreements ( the Ardox wa s manufactured under licence in Europe and 

Asia ( : 221». The "freemasonry" obsenTed by Ki lbourn for the ear ly part 

of this century is not a North American phenomenon : Nippon Steel recent ly 

contracted with Dofas co f or use of a dev ice deve lop ed by Nippon fo r the 

b l m.,ing of basic-O)~ygen furn aces19 , and Ste lco arranged a t echnical 

exchange agreement Hith Au stralia ' s Broken Hill ProprietaL), Co. re l ated 

to f l a t-rolle d produc t manufacture
20

. It would appear the compet ing 

wor ld- sca le stee l producers are attune d to their soci~l obligation to 

advance scientific knm'll edge for t he benef it of mankind ~ 

The acquisition of Fros t Steel and Wire , the fencing producer, 

in the 1950 ' s would appear to be an examp le of horizonta l integration in 

order not only to expand into neH proQuct l ines using existing facili ties 

and sales force but also t o create a "captive" customer for output . 

Kilbourn (: 229 ) no t es that in the same period , Ste lco produced over half 

the countL)" s ,.,ire c apacity, and wire forms the bas is of the patented 

"Frost" f ence . This example (a blend of vertical and hori zonta l integra ­

tion ,~ich serves two motives at once ) would appear to be the bas is for 
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. the Stelco statement to the Bryc e Co~ni ss ion21 to the effect that of 

the four " subs t antial" companies it has a cquired (Frost , Canad i an Dra,-ffi , 

Premier , and Page-Hersey), three were vertical mergers . In fact , Premier 

produced its O\-ffi bas ic steel ( as did Stelco) but used a different proces s 

and a l s o made finished products and sold t Jlern in a western mar ke t from a 

Hestern locat ion. Uhich E!ot i ve dominated Ste l co ' s nove? 

Page-Hersey Ha s a customer of Ste l co ' s for " skel p" ( the plate or 

shee t product Hhich is formed into pipe s and tubes ); Page-Hersey \la s al so 

the l arges t manufactur er of pipe and tube22 and had , as well , va lu able 

pipe-making knoHledge and market contacts ( Ste lco had only its old pipe-

loaking facility a t St. Henry Works , Quebec , a l though it did po ssess me t a l-

lurgical knowledge needed fo r skel p production). Each company needed the 

other ; it is true that Page , Ste lco pointed out22 , had stee l supp l y prob-

1ems and in the high-ciemand period of the 1960's and ear ly 1970 ' s Hould 

have probably suffered during the shortage- -but it is also true ( and not 

men tioned by Stelco) that Hithout Page and the joint venture s they ent e r ed 

irito Stelco Hould not have become dominant i n the supp ly of steel for and 

production of l arge-diameter pipe for the oi l and gas industry . 

22 Like the other two, Canadian Drawn ( a l ready a Ste lco customer ) 

provi ded not only a captive out let for stee l but a llowed the company to 

enter into the co l d-dra'-ffi bar product field in competition ,,,i t h the 

Ame r ican-m-ffie d Union Drawn. Again, Hhich mot ive predominated? The ques-

tion is rhetorical --the answer is that Ste l co mus t have Heighed both ad-

vantages , as Hell a s the stimulus su~h expansions wou ld give to its future 

activities. 
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The penetrat i on of the west , both a s a hinter l and supp l y i ng oil 

and ga s resour c e s to Nor t h Americ an metropoli se s, and a s a new i ndus­

trializing area 23 , warran ts attent ion fo r i ts imp l icati ons fo r eastern 

Canadian stee l interests as well as the r ole it played i n t h e Page-Hersey 

take-over , which created the pre-conditions for Ste l c o ' s dominance i n 

the ues t. 

As Kilbourn (1960: 21 6) observes : 

liNe,,, steel -usin8 i ndustr i e s sprang u p in Canada during 
. the nineteen- f ifties. The most spectacu l ar single 
a dvanc e i n th e postwar per i od was the exp loi ta t ion of 
huge deposits of oil in Al ber t a foll oHing the b i g 
strike at Leduc i n 1947. Bes i de s h eavy steel demands 
for dr illing equipment , the subsequen t construc t ion of 
gas pipe- l ines moved Ste l co, i n par t nership with Page ­
Hersey , t o construc t Canada ' s firs t l arge - diaQeter pipe 
mi ll At Wel l and , Ontario , and later t o establ ish anothe r 
a t Camrose , Al berta . Th e neHes t Ste lco p l ant, t h e pipe 
mill a t Contrecoeur on t he St. Lam:ence \}LcHaste r Hork~ 
Has a l so re l a t ed to these and o the r deve l opment s in 
construction ." 

In the same year t ha t Pag e -Her sey was acquired, Ste l co was con structing 

a 143" Hi de-p l ate mill, to be c ompl e t ed mid- 1965; tlle ,·,ide pl a te Hould 

a llow it to manufacture even l arge r s i ze s of pipe. Such a construction 

programme is not planned or comp l eted quick l y- - t he demand Ha s f oreseen 

and t h e ground'vork l aid \-7ell befor e 1964 . The or iginal joint venture mill s 

were constructed in response t o t he needs of the TransCanada Pipe Line 

and the Al berta Gas Trunk Lin e; the l ine s are nOH ancien t h i story in the 

oil and ga s indus t r y . 

Dofas co, having acquir ed Pru denti a l Stee l Lt d. of Ca l gaL7 in the 

1970 ' s, had ju s t opened a holloH tube mill in 1975 (Gl obe and Ma il, 

J une 18 , 1975) and a l so nOH mms 27.4% of I nte r netional Por t able Pipe Hill s 

,Y'i th Alberta Ga s Trunk Line ( 26%) 24. U.S. Stee l, havin g l agge d behind in 
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l arge-diamete r pipe manufacture, had jus t announced pl ans t o bui ld a 

mi ll capable of producing 4& ' pipe (Wall Street Journal, Hay 25 , 1976). 

NeH developments in the Canadian \Ves t an d northivcst Here aga in spurr ing 

steel producer s on. 

The Globe and Mai l, July 30, 1976 announced t hat Canadian Arctic 

Ga s Pipe l ine Ltd. of Toronto had given Stel co a l etter o f intent for the 

purchas e of over a mi llion tons of L}8" -diame t e r p ipe. The company ~va s 

also discussing with U.S. stee l producers the possibility of obtaining 

s upply from them of pipe for the U.S. p i pe l ine portion. Hannesmann 

Export AG, Hes t G~rm;;my ( the domin2n t force in Al goma before Cp ' s 1975 

move ) ~\1as gi ven a contract for half a mi ll ion tons of 40" an d for specia l 

heavy-wall pipe , the purchase to be financed by a consortium of Wes t 

Gennan banks . Canad ian mills ,vou ld be g iven orders for a furthe r 220,000 

tons of smaller-diame ter pipe . The I'~a ckenzie Valley pipeline deve l opment 

h ad been the batt l e - ground between interested parties i n the oi l and 

ga s, pipeline, and s t ee l indus tries on one side , and environmentalists 

and government on the other · fo r severa l years . Sykes (197 3 : 130 ) note s 

t h a t the Cana dian Arct ic Ga s Study Ltd. consortium ha d included, arnong 

others, Tr ansCanada Pipeline, Atlantic Richfie ld, Standard Oil Ohio, 

Imperia l Oil, Shell Oi l, Bechte l Construction (the managers of the Chur­

chill Falls Hydro-Quebec deve lopment ), and Canadian Pacific Inves t ments. 

Earlier in the auspicious yea r tha t Ste lco received its i mpressive con­

tract Ste lco h ad present e d a brief to the Ma ckenzie Vall ey Pipeline In­

quiry25. Canadi an Arctic Gas, "hope ful," sa id the Globe, of receiving 

goverrunent approval in 1977, had a lready started the ball ro lling . 
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Stelco ' s major competitor for l arge-diameter pipe in Canada is 

Interprovincial Stee l and Pipe26 ( IPSCO), a recent but strong contender, 

as it is able , through its spiral -vleld mill, to produce sizes which nOH 

surpass Stelco ' s range . It is doubtful, however , that IPSC O ha s the 

resources to engage in technical battle with Stelco, and now that Stelco 

has the substantia l Arctic Gas order, IPSC O will not prove troublesome 

for the time being . 

Between the northern hinterland and western resource and in-

d ustrial developments , there were adequate an d compel l ing reasons fo r 

Stelco to be vitally interes ted in extending i ts h egemony . It has the 

pipe-producing facilities, both in the eas t and in the west; and it h a s 

the basic steelmaking and finishing mi lls locate d in the wes t to supply 

western markets with freight advantages over the ea~tern mi lls. 

Before Stelco acquired Premi er Steel and Page-Hersey , it 1'la s 

hardly a household name in the wes t. It gained its reputation in the 

oil and gas industry not by supplying oil country goods ( such a s sucker 

rod) but by the supply of miles of pipe for lines. Through the ex­

perience acquired in early co-operation Hith Page, Stelco also 1'las able 

to develo p a line of hollO'l'l structural sections 1vhich, in addition to 

its production of structural shapes , allowed it to fi ll the market gap 

l ef t by its l ack of heavy structural steel production (Hhich is Algoma's 

product monopo l y ) . 

Page-Hersey was a well-establi shed comp any, begun in 1902, and by 

the 1930 ' s, O1med five plants including t1YO in the U.S. (Harshall et aI., 

1976: 182). The company Has in an awlmard position , having just lost its 

chief executive officer through death27 , and, in close association Hith a 
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much l arger company on Hhom it als o depended fo r st2e l supp l y , \v8S 

quite vulnerable to take-over . In 1963 an offer Has made for a share 

exchange \vith Page shareholders and in 1964, 3,253,152 Page COITUTlon 

shares \vere exchange d for Stelco ' s 3,761,457; Page disapp eared a s a 

28 
sep arate entity soon after Three former Page employees ( uw of 

Hhom had been Page vice-presidents ) became senior marketing manager s in 

Stelc029 , a ll of them expert s i n some aspec t of the pipe business . A. 

Hacfadyen, Page ' s chairman, Has named to Stelco ' s boa rd but retired the 

follo\ving year30 . Yet according to the 1965 Financial Pos t Directory of 

Directors, Nacfadyen, although not holding the other directorships he had 

held in 19 63, was sti ll on the board of the Toronto-Domini on Bank and 

Canada Southern Raih,ay. Tile composition of Page ' s board just prior 

t o the t ake-ove r is an interesting one. 

According t o the 1963 Directory of Directors , J. Roy Gordon , 

the president of Inca and a Stelco director betHeen 1961 and 1972 , Has 

a l so a director of Page-Hersey . Gordon was also a director of Cana da 

Life, Toron to-Dominion Bank and B. A. Oil (Gulf Canada ) . H. R. Milner 

( a laHyer Leom Edmonton) held 28 directorships , including Roya l Bank . 

G. F. Perry (Chairman , Canadian board of Phoenix-London Group of Insur-

ance Companies , and president, Associated Securities), was also an 

honourary director of Roya l Trust. Frank H. Bel-lahon (Pres i den t, Hest-

coast Transmission) was a director of Royal Bank , Montreal Trust, and 

Ocean Cemen t (H.S. Foley , a Stelco director 1964 to 1968, was also a 

director of Ocean). Pietre Daigle (V-P , Daigl e and Paul, Hontreal) Has 

a director of Canadian Imperial Bank of Commerce, Confederation Life, 

and United Accumulat ive ( the latter two are Stelco institutional share-

holders ) . W. Dent Smith ( President, Te1.i!1inal Harehouses ) Has a director 

of United Accumulative , Imperia l Life, and Toronto-Dominion Bank . 
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It Hill be notcd that not on l y did the Page-Hersey board con­

tain a direc t interlock as Hell as indirect ones wit h the Stelco board , 

but that on its board many of the main financia l groups a s Herc detailed 

in Chapter Three were represented . Not only was it possib l e for Ste lco 

to obtain" inside" information a s to Page ' s financia l Hellbeing and Ela in 

shareholding groups of the company , but "Hith a l ittle help from its 

friends" and quite possibly even at their suggestion, the acquisition 

could be smooth ly made . Whateve r the strategies involved, Stelco gained 

a piece of valuable strategic property that contributed to its dominance . 

It remains the task of the l ast section of thi s chapter to 

examine the Hays in 1vhich the Canadian steel 8arket is divided among 

Stelco and its competitors , and hm'7 the notion of dominance mus t be 

modified to take into accoun t the entire North American industri~ l appar­

atus . Chapter Five Hil l develop the latter idea in more detai l . 

3. The Marke t Division of Labour 

Stelco, due to it s re l atively strong financia l position , Has 

able from the very beginning of its career ( a s the detai l in Section THO 

indicates ) t o keep up an almost continuous progression of modernization 

in facilities, expansion of capacity , and, mos t important l y for its 

abi lity to insulate itself from cyclica l s1'lings in demand created by 

some kinds of products , to diversify its l ine31 . It offers by far the 

largest variety of any Canadian stee l producer 32 . But at the same time , 

Stelco , by virtue of lack of facilities to produce the quantity, quality 

or special fea tures of certa in products , has established product dominance 

in some l ines and not others , \'7hi l e its counterparts of the "Big Three" 

(Algoma and Dofasco ) and the now truncate d Dosc o produce other lines in 
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\'lhich they have produc t dominance . I n some cases , nelV' en tr an ts into a 

particu l ar l ine have appeared only recent l y, giving the company as much 

as three decades of dominance, occurring , happi l y for Stelco, during 

periods of extremel y h i gh demand. The produc t ai-eas have tended t o 

become fair l y fixe d over time , and for this reason , thei r historical con­

text mus t again be brief ly deve l oped. 

Nova Scotia Steel ( \~ich became part of Dosco i n the 1920 ' s 

BESCO merger and then later part of Dosco ) h ad be en i n 1907 a ful l y 

intcgl-a ted mi ll Hit h its m·m rBlV' ma teria l sources , blast furnaces , and 

rolling mills--it had , according t o Dona ld (1 915 : 196-199 ) a varied out ­

put including finished products and forgings , but specialization in rai l ­

uay supp lies ( exc luding rail ) \las \1eakcning this advantage , as it did not 

fu lly benefi t fro~ the rai l Hay construc tion period . Nova Scotia Steel 

and Dominion Steel, according to El don ( 1952 : 118) did not compe te , as 

their products aud marl~et s Here different, Nova Scotia ' s pig iron being 

of a different grade . I n fact, t hey were compl ementar y , a s i tuati on 

which foreshadowed the BESC O merger. ( NOH that the cOQpany has again 

beco~e sp l it , Sidbec -Dos co and Sysco may encounter some of the original 

shortcomings of l ack of diversification , par ticu l ar l y so for Sysco ). 

Dominion Iron and Stee l ea r l y carne to have an overcapacity a t 

the primar y end ( ana l ysis of Dona ld' s 1915: Ch . 9 suggests ) and re l ied 

excessive l y on the e;_port market fo r sale of it s " semi ' s" ( blooms , bi l l e ts 

and ingots). Management had contemp l ated production of rai l, plate , wire 

rods , and angle-ba r ( a structura l shape ) 'but postponed plans due to fin ­

ancia l probl ems ( El don, 1952 : 110; Donald , 1915 : 204). In 1904 they 

final l y opened a Hire - rod mi ll, Hhich supplied 8570 of the iron rod used i n 
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Canada ( Donald , 1915 : 207 ). A nai l mi ll fol l owed in 1905 (: 20 7), and 

by 1909 , their business in ra il, rod and semi ' s sustained them wel l 

(: 207). They added more basic capacity ( some of which \'12S sold a s 

foundry pig) and added a finishing produc t line ( : 209 ). With the l os s 

of bounties on Hire rod , they again axp2nded basic capac i ty ( Hhich , in-

cidentally , was the Bessemer process , then alQos t obsolete) in order to 

have output fo r new mills , and added a cold rolling mi ll, converted an 

older cold roll mil l to rod and bar production, and later added a new 

bar mi ll. In 1912, they cou l d produce , in 2ddit ion to semi ' s , co l d-

rolled sheet , Hire , uire nai l, bar , rive ts, and bolts (: 210). By the 

til~le the coa l comp c: ny merged Hith it, Dominion Stee l had a good product 

ranse and operated at a bood jJrofit r,1argin (: 21 1), but after tHO najor 

reorganizations and the Depression period , lit t le Has done . The p l an t 

~re\l old, its equipment obsolete 2nd unable to produce the sam2 1 2.rge 

~uantities as the ne-;'ler mi lls . 

Hhe n Iiavlker Sidcleley thre," i n the tm-lel and gave up Dosco in 

the: late 1960' s , the split-up of the operation into tbe Quebec-OI.fficd 

and Nova Scotia-mmed portions also split the ability to produce the 

c1.iversified product they bad achieved , and as 17ell, Sysco ' s portion Has 

the @os t badly in need of moclernization. Sysco was i n 1 975 involved in 

interesting American , l'lest German and Dutch companies in a feasibility 
• 

stuely to plan a Horld-scale operation involving n e\..; facilitie s at a 

cost of $1 , 500-million ; Dofasco bad already assisted Sysco ' s government 

m·m e rs in a study for upgrading the existing facilities and \.,as con-

sidering joining the consortium ( Hamilton Spec t ator , Dec21':1be r 16, 1975). 
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Sysco ,,;as unable to find private backers to invest in the con-

tinuing modernization ,~ich had already amassed an onerous amount of 

debt (Gl obe and Mail , November 27, 1975), but backers were interested i n 

the proposed new plant because it wou ld efficientl y turn out five mi llion 

tons of stee l a year, much of which ,vould be so l d in a semi -processed 

sta te on the internationa l marke t (Fin ancial Post, June 14, 1975). Sysco 

Has clear l y dependen t upon outside forces \\Ihich ,'lOuld move in t o develop 

an industry to the ir m.ffi advantage , and Sysco, in true hinterl and fashion , 

wou l d export semi- finished products unde r the control of an interna tional 

consort i um of stee l and finance , "lith the ro l e of governmen t seeiTIinz l y 

one of keeping hinterland factors , including l abour, under control, and 

muster ing local l."csources . 1-1e3.n\-1hi l e, Sysco con tim;ed ,>1ith t he moc'terni -

za tion and expansion of its rai l mil l, stee l rails having been " Sysco 's 

bread and butter for years" (Financia l Post , June 5, 1976). Talks in 

West Germany appear to be proceeding \\Iel l (F inancia l Pos t, Ju l y 3 , 1976) . 

The o l d Dosco, as Sysco , has come fu ll ci~cl e : i t is again dependent on 

speciali zation in rails and exports of . , seml s . 

The portion of the compclny that became Sidbec-Dosco is in a 

slight ly better position but must bear the h eavy costs of mo derniza tion, 

and has l ow c apacity , as we ll as being over-loaded i n certain l ines which 

are produced by many others, including the small e l ectric-furnace opera-

tions ",hich are recent entrants into the industry. For examp l e, seven 

companies produce structura l sections ( a l t hough only Al goma produce s 

heavy s ections ) and Si dbec, a lthough probabl y th e l arge st of those 

producing l ighter sections , mus t c ompete 1'7ith n eHer companies. There 

are 10 companies in Canada producing bar ( excluding cold-dra~m ) , including 
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Stelco , Hh ich is pl:obab l y dominant. Five compan i es produce hot-ro ll e d 

sheet ( and a ll but one , I PSCO \'lhich probabl y uses a ll of its production . 
• 

as ske lp fo r pipe , als o produce cold-rolled) , inc l uding Sidbec on a 

sma l l sca l e . But in those area s Hhere there is a grea t dea l of produ ct 

dominance due to on l y a few producer s, such as in rai l, tinplate , cold-

dr2\m bar , raih13Y tie-plate , and plate , Sidbec is not among the producers . 

On l y i n the production of wire ro d ( there a r e only three compan i es in 

the field ) and in track spikes (three producers ) does Sidbe c appea r i n 

the fie ld
33

. 

Dominion Stee l wa s sti ll v ery dominan t in the Canadi a n primary 

stee l industry , producing a l mos t tHo -fifths of the i ron and stee l in 

Canada , Ivhen Stelco Has created . Stelco ,vas a t that time over-loaded 

Hith fin i shing capac ity ( over half of the country ' s busines s i n most 

hardware lines) but possessing on l y a tenth of Canada ' s stee l ingo t 

production ( Kilbourn, 1960 : 83 ). Ste l co ear ly on corrected that situa-

tion. Dosco sl i ppe d to third p l a ce in ingot capacity by 1 96 1 ( :30 4 ) an d 

then to a poo r fourt h a s Dofasco ga lloped ahea d. In the 1970 ' s the 

"B ig Thre e" i n Ontario Here a ll engag ing in major expansion prograrrunes , 

vith the " pre - emin ent industria l mi ght" of Ontario, the industria l 

metropolis of Canada , represent i ng almos t 60% of the anticipate d 2 l -million-

ton stee l marke t by 1 980 . Ste l c o, Al goma and Dofasco a t the present time 

togeth er account for a bout 80% of the total Canadian steel output ( F i nan-

cia l Post, Novembe r 29 , 1975). 

Another group of interests Hhich h ad fa ll en by the "18yside early 

in the century wa s tha t of Drummond , HcCa ll and HcDouga ll, interests \vh ich 

had united i n many a c quis itions and mergers during the ambitious merge r 
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period . Their main consolidation in 1908 Has Can ada Iron, ,·lhich ab-

s orbed their Ontario mines , John HcDougal l & Co. (Haritime s ), Drumlllon d 

I r on Mining companies , Can a da I ron Furna ce , and Canada Iron and Foundry . 

Although they built a blas t furnace at Hidl and , Ont a rio an d acquire d the 

old Londonderry , N.S. fur naces, the ir specia l ty was foundry-work, car 

Hhee ls , and c a st-iron water pipe . Dona ld (: 1915 : 226) believed at the 

time the ir company \.;ras assured a " permanent supremacy" in its field of 

operations . In fact, in 1913, Cana da Iron ' s bonded deb t forced in-

solvency and the comp any Has nev e r re-orga nized . Today , cast-iron Hater 

pipe has been replaced by stee l produced in the major ste el producer s' 

pipe mi lls, foundry products h ave been rep l aced by forgings ( the l arges t 

producer of which is Ste lco's Gananoque Works ), and demand for the othe r 

products fe ll off. The Drummond NcCall peop l e , memb e rs of the industria l 

e lite of Montrea l of that period , h ave l e ft a s their leg a cy only a stee l 

service c entre by the s ame name . St e e l service c en tres , hOHever, perform 

i mportan t "midd l e-man" functions be tHeen ste e l us e rs and stee l producers , 

stocking and oft e n processing and fabricating stee l for spec ial-use or 

sma ll- tonnage customer s , The dominan t c ompanies in the field are Hugh 

Russe l Ltd., Drummond HcC a ll & Co., and Dominion Bridge Co. 34 , the l atter 

35 nO\-l mmed by Algoma Th e se service c entres repre sent, like the steel 

fabricators such a s Westee l -Rosco , an important division of l a bour Hithin 

the stee l industry . 

Ki l bourn (1 960 : 55 ) notes that the re lia nce on primary products 

and rails i.;ras to pres ent serious prob l ems for both Dominion Steel and 

Al goma . Algoma a ppears to have pulled out of its financia l difficulties 

and ha s become v e ry large, but much of its produc t is stil l fair l y speciali -

zed. In 1912, the aga in-reorganized Al goma , in possession of raw materia l 
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sources and a n excellent port ( though rel a tive ly far from the growing 

southern Ontario marke ts ) had b e come the first Cana dian company to produce 

steel rails and to sp e ci a lize in h eavy and light structurals , i n cluding 

heavy fastenings for rail ( Donal d, 1915: 219). It had b egun to diversify 

but due to strong d emand in its exis ting lines and shaky fin ances, it did 

no t complete this move, and instea d a ctu a lly withdrew from merchan t b a r 

manufacture , track bolts, and spikes (: 94 ) . It attempted diversification 

aga in b e fore the 1 920 ' s but the wartime conversion of its basic steel­

making from Bessemer to ope n-he a rth du e to war demand left it fin ancially 

h ams trung ( Kilbourn , 19 60: 125 - 126) . 

Al goma h a s belatedly b egun mo derniz a tion ( Financial Post, J un e 5, 

1 976 ) bu t there i s no evidence i n the rec ent l iterature to s uggest tha t 

either Algoma or Dofasco is div2rsifying v e ry far out of Hha t has b e come 

a part i cu l ar market forte - -heavy structura ls and rail for Al goma , and a 

wide r ange of shee t products for Dofasco . 

The fo lloHing -table, 4-3 , gives a n indica tion of the degree of 

produc t dominance by t he ma jor stee l producers . 



TABLE 4- 3 
IIBIG THREEll AREAS OF HARKET DOI1INANCE OR PRODUCT NOt\ OPOLY 

Produc t 

Structurals: 

Heavy 

Light 

Hire Ro d 

Tinplate 

Ga l vanize d & 
Colour-Coated 
Shee t 

Plate 

Cold- Dr mm Ba 

Ra il"lvay Prods 
Ra ils 

Joint-bar 

Tie-Plate 

Track Spike 

Tubular 

Specialty 
St'eels 

Dominan t Produce r 
or Nonopo ly 

Al goma 

Stelco or Sidbe c 

Stelco 

Ste lco or Dofas co 

Stelco or Dofasco 

Ste lco(? ) 

Ste l co ( ? ) 

Sysco, Algoma 
37 

Al goma 

Al goma , Ste l c o, 
Sysco 

Stelco 

Ste lco 

Atlas Stee ls 

Probabl e Share of 
Harke t 

100% 

unknOlffi (Al goma may 
a l s o h ave l arge share ) 

probabl y over ha lf due 
t o l arge c aEacity 

probably 50-50 due t o 
simi l ar c apacity 

Partners i n Bay coa t; 
about equa l capacity 

Capacity l a rge, but com-
petition may be in ,vide 
s izes : se e di s cuss ion 

may be 50-50 with Union 
Dravm 

50 -S0 (?) 

100% 

unknmm ( perhaps Stelco 
due to finishing cap ly. 

due to finishing cap'y. 

abou t 80% of tota l; 65% 38 
Cdn. cap ' y l arge -dia. 

unknOlm 
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Other s in Field 

none 

Bur l ington Steel, 
Las co, Hanitoba 
Ro lling Mi lls, 
H. Cda. Stee l 

Si dbec, 
I vaco 

36 none 

none 

Al goma (l arge ), 
Dofasco ( small ) , 
Ipsco (v. small ) 

Atlas Steels , 
Ivaco ( small) 

none 

none 

none 

Sidbec-Dosco, 
Hest. Cda.Stee l 

' Ipsco, Dofasco , 
Al goma (?) 

stainless , tool, 
& a lloy steels -
not made by If Big 
Thr ee' f 
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The following two product profiles of producers, marke t shares 

and customers , drmffi from the tHO eXamples Stelco itself uses in its 

b · h B e· . 39 h d ·1· f h su miSSlon to t e ryce o~nlSSlon , are wort etal lng or t e purposes 

of illustrating in a more concrete way the implications of the preceding 

table and of Stelco ' s new " competitors ." 

The first product , plate , is usually produced on specially des -

i gned, heavy mills ( bu t l imited quantities of thinner sizes c an be li1ade 

on other mi lls). Its principal end uses , in order of their proportion of 

total consumption are : pipes the tubes ( the bulk of \"hich , if not a ll, is 

produced wi thin the same firm); heavy e quipmen t ( raihvay cars, locomotives ); 

steel service centres (various applications ); construction ; shipbuilding. 

Together , Algoma and Stelco account for over 80% of domesti c pl ate pro -

duction, although one or the other may be more dominant, depending on 

location of customer (Al goma , in order to sell to the Toronto area , mus t 

give price allOlvances t o equalize freight costs from the Sault, and Stelco 

mus t do the same on shipments wes t of the Sault ) . A l arge portion of the 

tonnage goes into (mainly" inten-lOrks" ) l arge-diameter pipe . In a ll of 

Canada, on l y 12 customers represent 50% of the tota l plate consumption 

( and in Stelco ' s case , fel·,er than 15). Huch of the competi tion bet"leen 

the tHO tends to be in terms of sizes , grades , and surface finishes, and 

the tHO have engaged in a game of leap-frog beginning in 195 2 Hhen Algoma 

installed a mil l capable of producing a wider \·,ldth than Ste lco ' s (until 

then , Stelco enjoyed abou t 10 years of monopoly due to its 110" mi ll); in 

1964, Ste lco bested Algoma with a 148" mill, and in 1972, Algoma completed 

a 1 66" mi ll Hhich a l so produces plate over 611 thick and is the l arges t 

mi ll currently in Canada . 
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Although Dofasco and Ipsco produce some plate , Dofasco is 

limited in size and quantity , and Ipsco ' s mil l produces plate '~lich it 

uses itself in pipe manufacture . Sidbec ' s expansion programme i nc ludes 

a slab caster Hhich Hill make slabs that could be used for plate pro­

duction, but Stelco fails to note Sidbec ' s precarious financia l position , 

including its huge deficit, and makes no comments about hOi" the quality or 

grades produced by the slab casting me thod affect s the competitive pos­

ition of the product. 

There ar e five producers in Canada of hot-roll ed sheet and strip. 

Hot rolled is a product Hhich can also be furthe r advanced by cold rolling 

and coating and Hhich, a s " skelp" can be used for tubu13r produc t manu ­

facture , a ll of Hhich facilities no t a ll of the other competitors possess. 

Fifteen custome rs account for 60% of the domest ic consumption ( exc luding 

"intervlOrks , " some of Hhich goes in t o t ubular production and much into 

cold-rolling); ten customers accoun t for 55% of Stelco ' s sales. The 

important consuming industries , in order of proportion consumed, are : 

pipe and tube; automobi les and au to parts; construction; stee l service 

centres; agricu ltura l and other types of machinery and equipmen t (com­

bined); and containers ( items such as drums and kegs as Hel l as the giant 

shipping containers which take large qu antities of steel each) . 

Although there are five producers of hot-rolled, only Stelco and 

Dofasco produce the tin-coa ted sheet product or specialize in galvanized, 

prepainted or special coating s . In 1950 Stelco Has the largest Canadian 

producer of hot-roll ed ( over 70% 'of Canadian production), with Dofasco 

the onl y other and steadi l y increasing (according to recent newspaper 

accounts Dofasco is adding stil l more sheet-making capacity ) ; Algoma 
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produced hot-rolled on its comb ination bar and strip mill i n a limited 

range and quan tity unti l 1963, ",hen its ne", 106" hot mill provided the 

widest in Canada. Stelco , Algoma and Dofasco account for 80% of dom-

estic open marke t (non-interworks ) sales ; Ip s co and Sidbec together 

accounte d for only 20% of this market, Ipsco ' s begun i n 1961 in the west 

and only involving excess capacity not used in tubular production, and 

Sidbec ' s in 1966 in the east and with no cold-rolling capacity . These 

importan t products are highly concentrated and capital-intensive ones . 

In the period 1960 to 1974, about \vhich Stelco comp l ained the 

mos t that it wa s affected by import and domestic compe tition ( especially 

from neiv entnmt s into the Canadian industry), its marke t share of al l 

existing stee l capacity was , in 1960, 33.6% and in 1974 (a period of 

acute shortage Hhen imports were sought by many customers ), its share 

Has 30.4/0 ' But in bet,veen , its marke t rose and fluctuated betueen 33 . 6% 

and 36 . 8% in 1964 and 1968 respective l y ; in the l4-year period , the change 

up or dOlvn "la s only 6.3 percentage points , and i n 1974 Stelco ended up 

L10 . almost Hhere it had started in 1960 ( clOim only three percentage points)' . 

Stelco is and has been number one in stee l capacity for some years . 

Al though since the end of the Second Horld Har seven ne,v firms 

entered the Canad i an steel industry (Ip sco, Ivaco Industries , Lake On-

tario Steel , Quebec Stee l Products, Western Canada Steel, Western Rol-

l ing Mills, and the Stelco-acquired Premier Steel ) 4l, plus those already 

e;,isting (Hanitoba Rolling Hills , At las Steels , and Burlington Steel ), 

mos t of these firms are smal l , and due to their small-capacity electric 

furnaces , l imited in output and produc t lines. Nany of th em do not even 

represent a potential threat to Stelco but are merely an irritant, es-

pecially in a period of slaclmess in the marke t and Hhen Stelco , "caught 
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\'lith its pant s dm'ffi , IT is in the middle of an expensive exercise i n 

c reating over-capacity a t Lake Erie . 

The product profi l e s above illu strate how the process of marke t 

dominance through product monopo lies has the potential of reducing com-

petition "litbout eo~p l icit collusion . It is onl y one Hay in ,,,hich 

80nopoly capita l ists co-ordinate efforts in order not to destabi lize 

their mil ieu. The other is price l eadership , the l ogi c of ,~ich Ha s 

e)~plained in Chapter THO. Exampl es of price l eadership are scarce , but 

the f olloHing quotation serves to make the point : 

" Dofasco made something of a fa l se star t by trying to 
.hoist flat-rolled prices i n February and was fo r ced 
to ro ll tbcm back ",hen its tHO counterp2rts fa iled t o 
folloH suit . Since then Stelco ' s announcemen t that 
it Hould raise hot-rolled prices . .. has enabled Dofasco 
t o have another go and Algoma t o tag along . This time 
the neH prices shou ld stick ." ( Financ i a l Post , J une 5, 1976). 

The quotation brings out t,m aspects of monopoly capitolism : first , that 

on l y the industry l eader can successfu lly create tbe climate for others 

t o up thei r prices; second, a l though Ste lco is domin2nt overa ll, Dofas co 

tends to have a s l ight edge in the production of sheet steel, the product 

referred to , and \·Ias attempting to asser t a form of dOl l~inance--that Algoma 

"ta::;ged along" Hhen the t\-lO had raised theirs , Dofasco folloving the 

l eader , i llustrates Algoma ' s lack of strength in that particu l ar prodlic t 

area . 

In thi s section , an exami nation ,,1as T:1ade of the Hays in ,,,hich 

product monopolies divide up the marke t amons Stelco and the others 

o f the "Big Three, n , thus reducing cOf.1peti tion among them to something 

resembling complementari t y both in product lines and in geographi c oi8-

persion of markets. When they are set against the ailing Dosco nov 
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split a s Sidbec and Sysco and agains t the small, usually l ocal l y -bound 

producers , the indus try f.ms t be seen a s even more concentrated and the 

condit ions f or monopo ly pouer increased . 

Throughout t h is ch apter , Stelco has been ana l yse d and compared 

with the other Canadian steel producers in terms of its rise to the 

position of market and industry l eader ; the thrus t of this last section 

has been to emphas ize the interdepen.dence Ivhich ex i sts anong the Canad i an 

prouucer s in ma intaining clominance over the Canaclian market as essen tially 

one productive uni t. 



NOTES TO Cl-IAPTER FOU R 

1. Ano th e r enlighten ing if overstated ana lysis of the exten t o f 
Canadian invo l vemen t on fore ign turf is tha t of Steve Noore 
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and De bi We lls, I mperial i sm and the Nationa l Ques tion in Canada , 
Toronto, 1975. Se e espec ially Pp. 65-90. 

2. Clement (1 975) use s the tel..l11 "comprador" in the same sens e a s 
used by Barrington Hoor e Jr. f or the case of China ( see Social 
Orig ins of Dicta tor ship and Democracy , Boston: Beacon , 1 967, 
Chapter 4 ). By " compra dor!! he IIleans a group of indigenou s 
e lites sub servient to an d i n the service of a foreign or !! para ­
site" e li te , a cting i n an intermed i ary capac ity by o pe r at ing 
industria l or c OITnllerci a l concern s i n t h ei r m·m c oun try unde r 
the contro l of a nd for the b enefit of the for eign e rs . For a 
thorough ana l ysis of t h e s oci a l orig ins of various e l ites a nd 
t he characterist ics of Cana dia n s oci a l structure resul ting from 
these sectora l s plits , see Cl ement Chapter 2 an d 3 . 

3 . Maste rs (1 947: VIII ) uses a four-stage schema developed by Gras 
as the basis for the organi zation of his book . 

4 . Eldon (1 952 ) t ake s 2 S his sour c es , in addition to the usua l 
financia l and business publ ications , interviews an d correspond ence 
wi th those inv olve d in the stee l i ndustry , i n cluding Si r J 2me s 
Dunn, the n cha i rman of Al goma short ly before his death in 1956 . 
It is assumed that Dunn ' s account of the early his t ory, as he 
understoo d it from his re l at ionship t o Clergue, is a ccura te . 

5 . Canada Scre~ Co., eventually controll e d by Birge, provides a n 
examp le, in t he finishing industry, of t h e typica l cs se . Nay l o r 
(l 975b: 53 ) n o te s tha t " h e n Canadian s took over, th e on l y /,merica n 
t ies r ema i n i ng were in licen s ing a rr angements for the wi re -cutting 
and pointing patent. 

6 . All i n f ormation on Ste l co!s raw materia l and oth er acquisition s 
is taken f rom an ana l ysi s of Stelco annu a l ieports , 1 910-1975, 
unl ess otherwi se ind icated . 

7. The amounts for investmen ts i n the properties li s ted a re onl y 
approx i mate since it W2 S not un ti l the 1 940's that Ste l co b egan 
list i ng it s tota l inves t ven t separa te l y fo r the figure ,·,hich 
i n clude d the va lue of purch ase s the company h ad made of its O, <ffi 

bonds. The bulk of the amoun ts quoted, hmvev er, mus t sure ly hc:v e 
been the r aw ma t eria l inve stments. 
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8 . Th e Sma ll~.;ro od and Dupl e ssis gove r nments may t ake cr e dit for t h e 
negotia tions , c onclude d during their r eg i mes , Hh ich ende d ~Yi th 
e:,clu sive explora tion rights , in NeHfoundl and, ove r 20,00 0 squ a re 
mile s a t $320 / s quare mile rent (l e ss any roya l ty on o r e t a k e n 
out eac h yea r ), and in Qu ebec, exclu s ive r i ghts l a sting from 
1946 to 1952 in exchang e for the ridic ul ou s ly l ow s um of $100 , 000 
then plus $6,OOO / y ea r for the du r a tion of t h e ar r angement . 
( Park and Pa r k , 1973: 205). 

9. Burch (19 7 2, Table 3-1) indica t e s t hat Youngstmm in the 1 9 60 ' s 
~'la s " probo.bly managemen t-cont r olled" but in t he 1 9 30 ' s it ~va s 
contr ol l e d by the P i c k ands Ma the r group . It is c ons is tent Hith 
the othe r finding s h e re to s ugge s t that the~e i s proba bly a t l e as t 
s ome of this influe nce , if no t control, remaining . The inadequ a cies 
of Bu r ch ' s conclus i ons r egarding the c a t egory " managemen t c on­
troll e d" h ave b een di s cu ssed in Chap t e r TIm. 

10 . Park and Park ' s ( 1973) data was fbr t h e l a te 1 950 ' s , early 1 960 ' s . 
The i n forma tion in this tab l e is taken f r om Stat i s tics Cana da 
lnt~_orpor a te O\v-nership 1 9 72, ",h ich r epr esen ts about a t~.]Q - year 

l ag between d 2 t a coll e ction and publicat i on . 

12. Sou rce : s p eech by R . E. Heneaul t to The Can adia n Club, Ca l gary , 
Albe rta , May 5, 1976. Heneau l t a t t l at time wa s Vice-Pr e sident, 
Per s onnel a t S te lco; shortly the re a f te r t here wa s a ch ang e i n 
divisiona l structure , \Yith He n eau lt b ecoming V-P , Admi n istration, 
assuming in addition to his a ssorted pers onne l functions the 
r e sponsibility for Eas t ern and Western area s, with these districts ' 
h e ads r e porting to him . The speech was obvious l y g i ven by Hen e au l t 
in conne ction with his new functions and its t one is one o f 
ingratia ting sol i citude for his we s t e rn a udi ence . Ste lco, rep­
r esenting the domi nant East e r n metropolitan fo r c e s , h a s accord i ng 
t o indu s try conta cts, n ever b een popu l a r with We ste rners . 

13. Sourc e s: Sidbe c-Dosco r e port , 1 97 3, and informa tion ob ta ine d from 
s t e e l industry s our c e s a nd Financi a l Post , J une 14 , 1975 . 

14 . Although he do esn ' t n ote it, Ste lco ( a ccor ding to its annu a l report ), 
rece iv e d a $4 .1 mil l ion g overnment lo a n . The re is no note in the 
fin ancia l statements of any interest paid . Government a l so se t up 
a forg ings company ",hich Stelco operated at a profit ; afte r the Ha r 
it was clo s ed dmm a nd Stelco, n ot quite a l truistica lly , h a n ded ov e r 
its profits , more out of a d e sire , Ki l bourn ( 1960 : 1 79 ) st a t e s, to 
avo id cha rges of wa rtime profite ering . In addition , the c omp any 
received, the annua l report note s, a spec ia l three-yea r depr e ci a ­
t ion a ll o\Yance for extraordinary \Year and tear on its equipment. 
The " adv ance" of the $4-million a llO\ve d Ste l co to increa se its 
basic steelmaking faci li t i es . 



15 . As fa r as can be ascertained , thes e figur e s accurately reflec t 
cap i ta l spending on ne" pl an t and not a cquisitions , a s Stelco 
note s for it s c a pita l spending fi gure for 1 964, t he ye a r Page­
Hersey "as acquired , tha t it is excluding the value of the a c­
quisition. It c a n only be ass ume d that they Here consi sten t 
in their reporting . Al s o, they change d their reporting forma t 
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a t l east t'dice, calling the figure " neH investments in p l an ts an d 
mining properties" in the earli e r decades , and fina lly setting 
it ou t as "cap ita l expenditure s" in the 1970' s . For tha t reason , 
the periods chosen Here the one s for which Ste lco itse lf explicitly 
stated the figure Ha s tota l capita l expenditure s for the period 
identified . The averaging Has done in order to highlight pro­
gression by stage s. The yea rs set out singl y "ere espec ial l y 
note,'lOrthy t o the company , an d s o have been inc l ude d separa te ly. 

16 . Roya l Comnission on Co rporate Con c entrat ion , Stelco submi ss ion 
P . 121 -126 ; the company does no t, hOl'lever , sta te the n ame s of al l 
four acquired comp ani es but on l y gives Page-Hersey a s a n examp l e ; 
during the questioning a t the hearing ( see Transcript , P . 2516-
2518 ) the company doe s name them but the Stelco officials presen t 
apparent ly lo s t count and stated there ,<jere thr~ . They gav e n o 
definition of " vertica l" integrat ion or in ",hat Ivay they con ­
s idered these a cquisitions to be examp l e s of vertica l integration. 
Furthe r questioning and other passages in the ir s u bmission ,,,ould 
seem to c ontradic t the ir assertion . Bryce e t a le did not pursue 
thi s poin t i n depth, nor d id they qu es tion Ste lco ' s assumptions . 

17. Source : St e lco annua l reports , unless other"ise indicated. As 
some reports Here missing or incomplete , some dates may be i n ­
accu ra t e by a year. 

18 . Financia l Post , June 5, 1 976 , obs e rved that , overal l, Canad ian 
steelmaker s use 50 tons of s c ra p met a l to produce 100 tons of 
steel. Ste l co ' s 1973 annua l repor t stated that both Edmonton a n d 
Contrecoeur p l ants produce raf stee l dire ct l y from scrap or ( t o 
r e duce de pendence on scrap ) from ki l n-converted iron pellet s. 
Scrap h~s b e come extreme l y cost l y since mo re small ( and some 
l a rge producers ) have b egun using electric furnaces and basi c 
oxyge n furnaces . 

1 9 . Source : Nippon Stee l Ne"s , March , 1 97 6 . Dofasco, according t o 
Ki lbourn (1 960: 21 8 ) pioneered in the instal l ation and use i n 
Nor th Ame ri c a of t h e B.O.F. f i rs t deve l oped in Austria . At tha t 
t i me , B .O.F. t echno l ogy had some probl ems , inc l ud i ng a narrow 
range of grades , an d required a l arge amoun t of h i ghly refined 
mater i a ls. Later, Ste lco a l s o i ns t a lled a B .O. F ., bu t re l ies mainly 
on open -hearths a t i t s Hil t on ' Works ( Hami l ton) loc ation. Earlie r, 
i n the 1 940' s, S telco had deve l op e d a n oxygen l ancing system vlhich 
cu t dOvffi on the time needed t o produce a hea t of op en-hearth stee l 
(: 217). I n 1 959 , Stel co rea d a pape r to the American Iron and 
Stee l I nstitute on i ts success Hith deve l oping self-f l u x ing sinter 
wh ich made b l as t furnace s more product i ve ( Kilbou r n, 1 960: 21 9). 
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20. Stelco Managemen t Bulle tin , Apr il 1976. Stelco is no t dominan t in 
sheet-stee l production or supp l y of the more " exotic" grades , vlh ile 
according to a busines s student ,."ho has s t udied the t,."o companies, 
Dofasco is . 

Ll. Stelco ' s submission t o the Roya l C o~mission on Corporate Concen­
tration , Pp . 121 - 126 . 

22. Trans crip t of proceedings , Roya l Commission on Corporate Concen­
tration , Pp . 25 16-2518 . 

23. Under the l eadership of its determined and pOHerfu l Tory govenullent , 
Al berta is beginning t o prope l i tse l f into a position of industrial 
might i n the West , and establi shed Eastern ( a s He l l as Western ) 
industria l companies and the eastern banks have no t been SlOH to 
realize the potential. For background, see Larry Pratt and John 
Richards , Last Post ( Vo l. 5 No . 3) February 1976 , "Alberta Inc .: 
The Poli tics of the Ne,." Hes t :' Pp. 16-23 . See also the series of 
ar ticles on Al berta in t he Financia l Pos t, June 19, 1976. 

24 . Source : Statistics Canada Inte~corporate ~·mership 1972; Alberta 
Gas Trunk Line is a company specially incorporated in Alberta , with 
strong ties to the Conservative government there ( Executive , Hay , 
1974). The other participant is Spring Mob ile Pipe Corp . Ltd. , 12 . 5% . 

25 . Source : Stelco Management Bulletin, J u ly 13, 1976 . The Vice ­
President of Corporate Pl anning and Research and the Specia l Projects 
Manager ( the l atter a former Page-Hersey man) made the submission . 

26 . IPseo vlaS OIVTled 14.3% by the Saskatchevan government ( Stat is tics 
Canada Intercorporate ~\mership 1972 ) ; Ste lco stated to the Bryce 
Conun i ssion ( submiss i on, P. 73 ) tha t IPSC O Ha s founded Hith the 
assistance of that government ,."hich in 1975 OIVTled 20 .1% and the 
Alberta governmen t 20 .1% ( \."hich Ste lco say s has , according t o neHS ­
paper account s , been since sold; they did no t kno\-l- -or di d not 
say--to Hhom) . 

27 . According t o Ste l co ' s submission to the Bryce hearing ( Royal Com­
miss ion on Cor porate Concentration, P. 122-123 ) . Stelco g i ves no 
evidence , nor does it suggest , that Page-Hersey was fihancia lly 
unsound , only that it was beginn i ng to have stee l supply problems . 
They noted tha t in sma ll sizes of pipe , the tHO companies competed , 
but Here linked joint ly in deve lop ing l a r ge sizes . Judging by the 
calibre of Page personnel, including thei r technica l man who became 
a top pipe metal l urgis t at Ste l c o , i t does no t appea r justified 
to assert , as Stelco does , that a ll of the expertise , technica l or 
management , Ha s on Stelco ' s side . 

28 . Source : Stelco annua l r eport, 1964 . 



29 . Ste lco ' s submi ssion to the Roya l Conm1issi on on Corporate Conc en­
tra tion, P . 124 . They do not men t i on that , in effect , by being 
absorbed i n t o the l arger company , t h e Page - Hersey v ice-pres i dents 
were actu ally demot ed . 

30 . Examina tion of the li s t of directors, Ste l co annua l r eports , 1964 
and om.,ard s . 

31 . St e l co a illait s tha t due to t he i r broa d product r ange they are l es s 
su sc eptibl e t o ~arke t f l uctuations . For an interesting s er i e s of 
exch ange s regarding sh3.res , be t,.,een the COITc-ni ss i on and Ste l co , 
see the transcr i p t o f proceeding s ( Roya l Commission on Corporate 
Concentrat i on ) , Pp . 2488 - 249 1 ; referring to the t ab l e a ppearing 
on P . 21 of Ste l co ' s sub;ni ss i on , ",ho se da ta Hi ll be ana l ysed here . 

32. A b~ochure publi shed by St e l co i n t h e 1970 ' s l ists its pr oducts . 
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The l is t, Hhich ap pear s in the Appendix of thi s the s i s , rea ds l ike 
a virtual encyc l opedia of convent i ona l ste e l making products--excep t 
for the a b sence of h eavy structur a l s ections and r a ils . 

33. All ma teri a l on produc t l i ne s a nd ma rkets , un l ess othe r wise in­
dic ated , is dr.:::n·lTl f J:om a va r i e ty of SOUi.:ce s too numerou s to note 
separa te l y . They i nclude c ompari son of produc t br ochures from 
s ome of the produc e r s , St a t i stic s Canada i n f ormati on on the s t ee l 
industry , an d corrobor a t ion o f the author ' s"informed hunche s" by 
peopl e with indus t ry knowl edge . Some hin t s from neHsp aper art i cl e s 
a l s o tended t o verify the probab l e accur acy o f the da ta . St e l co 
c onf irme d much of it i n its submission t o the Royal Comm i ssion, 
and this s our ce ha s be en noted ,\The re used . 

34 . Sour ce : Financia l Post ( spec ia l sec tion repor t i ng on s t ee l ) , J une 
5 , 1976. 

35 . Sou rce : Statis tics Canada .lr.:tter corpora t e O;-mership 1972 ; Al goma 
o,me d 43. 2% of Domi n ion Br i dge , ,vhi ch i n turn OI-ffied 100/0 of Ea stern 
Can ada Stee l and lion Wor ks , Na t ion a l Produ cts Lt d ., and Robb 
Eng i neering Work s . 

36 . Sour c e : Ste l co submi ssion t o the Roya l C o~iss ion on Corporate 
Conc entr a tion, P . 49 . Ste l co state s tha t there are only tHO produ ­
c er s ; t here are a l s o onl y t hree ma jor c ustomers . It is, t h ey 
admit , a h ighly concen tr a t ed fie l d ~ The tHO dominant cu stomers 
Hould be American Can and Con t i n enta l Can , both Ameri can- O\me d . 

37 . Tr ans cript o f pr oceeding s , Roya l Commiss ion on Corporate Con cen­
t ra tion, P . 2510 . " Sy sco depends mos tly on i ts sa l e s f or ra i l and 
exports and A'l goma i s the second produ ce r of r a i l." ( statement by 
J. P . Gor don). 

38 . Accord ing t o Ste lco it self , on l arge - d i ame t er . Sta t ement by Peter 
Gordon , P . 2510 transcript of pr oceed i ngs, Roya l COlmni ss i on . o-verall 
80% i s an educate d gue ss ba sed on c apacity and incl udes a l l t ubu l ar­
t y pe products, both pipe and tube , by a ll pr oces s e s , and in all grades 
and s i zes f or a l l end us e s i nc l u u i ng struc t ura l . 



39. Stelco submission t o the Roya l Commission on Corporate Concen­
tration , P . 21 tab l e ; Bryce picks the STelco r epresentative s up 
on thi s point . See transcript of proceedings , P. 2490. Analysis 
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of the table confirms Bryce 's interpl'etation that Ste l co end s up 
very clo se t o the position it Has in a t the beginning of the period . 

40 . According to Stelco submission to Roya l Commission, P . 22 . Stelco 
fai ls to note the size of these companies , the steelmaking process 
emp loy e d by each (with its limitations), or the fact that Atlas 
Steels, specializing in exot ic steels not made by the others , 
repres ents no competition . Horeover , most of these firms have 
regiona l limitations--Quebec Steel Products in the eas t, IPSCO 
in the Hes t along with Hanitoba and Hestern . For example, on 
Q.S.P., see Financial Pos t June 5, 1976, in Hhich it is noted 
that this finn is smal l, f amilY-aimed , Quebec-located, having 
problems ,.;rith its long-term deb t, and potential ly oriented t o 
expor t due to its connections Hith S'diss and J apanese holde)~s of 
its equ ity and debt r espectively. Mor~over , whi l e it has the 
facilities, the artic le points out, it l acks the customer demand ! 

41 . Ste lco submission to the Royal Cormnission , Pp . 52-60 for the 
plate product, and Pp. 60-6 7 fo r hot-rolled shee t and strip . 



Chapter Five - STELCO Ai~ D THE I NTERLOCKING 
I NDUSTRIAL Co},l};UNITY 

I STRE:~GTHEN ING THE LINI(S : I NDIG EN OUS SECTOl~,S OF DmHNANCE 

The historical discussion opening Chapter Four pl aced the 
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Canadi an steel industry within severa l contex ts : that of a gener ally we ak 

C .. m adian industria l e li te operating Hithin bo th the fr amewor k of a t,orth 

Atlanti c Triangle and a continental situation of the strong overshadowing 

i.nf luence of American industry on both sides of the borde;:-, but having 

under its mm inf luence a steel industry ,"hich greH to maturity through 

the industrialization process ~.;rhich "took off" \(Tith the raih;ay boom. 

This close and interdependent r e l ationship was r e inforced by economic 

conditions Hhich made Canadiari steel production tempora~ly unattr active 

to American interests and. c reated the opportunity f or the "Canadianization" 

of stee l producers e s tablished by American s . 

Stelco r o se to dominate the in dustry a t a time when t he o t he r 

stee l producers experienced financial difficul ti es generally cr eateJ by 

t h is transition as \"ell as intervening economic conditions Hb ich Stelco 

was in a position to weather. St e lco began to expand r apidl y and ag -

g res s ively , moving into geographic and product ar eas which were new to 

it and '"hich ex t ended it s sphere of inf luence. Along vii th the f acto';: 

Stelco ' s indu s try dominance, hOHever, it wa s a rgued tha t Ste lco i s part 

of a larger stee l-producing unit ",hich, due to the comp l ementary nature 

of many of the individual member's products and marke ts reinforced "Big 

Three" monopoly. 

The pr e s ent chapter is concerned Hi t h the que stion of how t he 

notion of a dom·nant Canadian steel company l inkecl 'o ectors of in -
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digenous dominnnce must be modified in the continental and inter-

national capitalist context. 

Both parts of the chapter will tnke as their central assumption 

the importance of directorial interlocks as pointing t o significant con-

figurations of interest within the sectors of indigenous elite strength 

and as providing links to interna tionally important corporations in the 

broader capit alist contex t. As C. Wright Mi ll s (19 56: 123) stresses , 

the consolidation of the corpo ra te world is underlined by the fact that 

11 ••• withi n it there is an el aborate network of inter­
locking directorships .•. it points to a solid feature 
of the facts of bu siness li fe, and to a SOCiolog ical 
anchor of the comi11unity of interest, the unification 
of outlook and policy ... II. 

Although Nill s cautions th nt inter locking directorshi , s are subject to 

the "minimum inference" tll<lt they are vehicl e s ~)ermitting convenient 

int ej.-change of views (: 123), it Hill be shm·m in the t\VO parts of this 

chapter that historical continuity as represented by the recurrence of 

cer tain cor porations over time despite changes in dir ectors, coupled 

Vlith the density of interlocks between certain corporations and not others 

ove r time, permits not only that minimal infer ence to be ll1ade but al so 

the argument to be made that such interlocks represent the co-or dination 

and mutual strengthening of interests. In the case of the indiEenous 

sectors of dominance, Hhich '·lill be the subj ect of this part, taken in 

the context of the historical materia l presented in Chapter Thr ee Dnd 

Chapt~r f our, it will be arg ued that Canad ian-con trolleJ dominant cor-

porat i ons such as Stelco represent importan t nodes in the system , \·,hlch 

reinforce the "ndigenous elite and allow i t to establi sh relationships 

with foreign "n ter s-s -rom po ons of streng th . 
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The Canad i an economic struc ture is a truncated one , as was 

pointed out. Certain sector s are more dominated by the CanadiEn in­

J.igenous eli te than o t hers (these "others" bei.ng domina t ed eL the:;:- by 

American or other for eign interests). The areas of trGditiona l Canadian 

eli t e dominance have tended to reliwin to the pr es ent , a l tbough , as '>111 1 

be sho\-1n , there has been some tendency tOvlClnls more Canadiar, or,ll1.ership 

in pulp and pape r i ndustries; and of cour se , there has been an i rap o:ct an t 

c h<:mge from American to Canadi an control in the primary iron and steel 

inclustry ( as wel l as the r e l ated me tal fabricating , forging , and cas ting 

indu stries). Examination of the l iterature and da ta on the sub ject 

(l ia i:sha1.l et a ., 197 0 ; Nay lor, 1972 and 1975, Ihlkins, 1970; Cl ement, 

1975) has indicated t ha t the sectors which h ave t ended to be penetrRted 

by f oreign (particularly American) corporations are, very broadly 

speaking, manufacturing and the mining and other r e sources sectors, 

while Canadians have t ended to be strong especially i n financ e , and in 

the areas from Hhich their activiti es began (trade in goo ds and l and and 

stapl e movement) or Hhich t heir traditiona l activi ties led them to 

support: transportation, u ti l it ies , texti l es , agr i cul tur a l machinery , 

and raihmy equipment ( rolling stock, locomotives ) from , .... hich in turn 

sprang their interest in the primary iron and steel industry and allied 

indus tries . 

One vlO uld suspect, therefore, given the evidence presented in 

Cha pt er Three of the clo s e connections be tween Stclco an~ the Canadt nn 

fi.n anci8. l in s titu iollS ( an arc;}s of Canadian c litc dom :i.n ancc 20~;~ccl}££~S) 

that other compani es represented throu 3h dir ectors OP tlC Stclco board 

mi3ht be he avily weigh ted in favour of directorships in the are8.S of in­

digenous eli e dom'nan e. An exam' nat ion of the board members ' dir-



ectorshi?s becwcen 1910 and 1973 was made and this question ra ised . 

Exc luding the financ ia l institutions al ready deal t with and director­

ships on such ins t itut ions as re search bodies, hosp ital and univers ity 

boards, there were 177 industr i al and industria lly-re l ated companies 

represented on the board during t hi s period, This fi gure does not 

include every board on ~vhich a Stalco director ever sa t, bu t only those 

Hhich were directorships during the director ' s period of t enure on t he 

Ste lco boardl • These were divided i n to foreign-domin ated and Canad i an ­

domina ted gro~ps and the aggregated resu l ts appear in the t able, 5-1, 

belmv. 

The resu l ts of the examinatiGn reveal f our interesting phenomena : 

f h's t, more Stelco direc tors sa t on bo ar ns in the Canadian-dominated 

sector s t han the f oreign-dominated ( 97 compared with 80); second , 

although there were Canad i an-contro l l ed companies in the f or e i gn-dominated 

sector and v ice-versa, the proportion of companie s having Canadian con­

tro l was grea t er in the Canadian-dominated sector than in the forei gn 

( 6~% compared ~V'i th 38.7%); third, ther e was more interlocking among 

companies in t he Canadian-controlled sectors; and f ourth, those compan ies 

Hhich had a high concentration of directors and a grea t dea l of continu-

i ty in repr ese.nta tion on the Ste lco board over time tended to be those 

Hhich are dominant in Canada (Hhether Canadian-cont r olled or not). These 

findings requ i re some discussion i n order to bring out t heir signif icance. 

Cl ement (1 975: 163 ) argues from the evidence of his data for 

t he current economic elite that the sector of activ i t y has an importan t 

role in r lations betvleen c or porations and their control l e r s, but that 

just as mp r an ( an rela ed)' the var'able of the origin of control: 



TABLE 5-1 
ANALYSIS OF STELCO DIRECTORS ' NON-::<'INANCIAL 

Drr.ECTor.SHI PS 1910-1973 
--------~--~~ 
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~~!s . AND FOREIGN-DOJ:lINATED SECTORS (Hanufacturing and Resources) 
N N o. [ o. 

Category of of Interlocks IHthin 'Concentration and Con-
Co. 's Dir ' s. ---- -

Categor y tinuity on Bo ard 

I· 1 i n l1.1"& 19 28 -Gulf and Inco - Inco - 5 --- directors , 1948 to 
(incl. J.Roy Gordon present 
petrol. -Gulf and Cominco - Cominco - 7, 1910 to present 
li1ineral G. A. Hart 
fuels, -Gaz Netro. and Eli- Gulf ~BA2 - 8, 1940 to 
non-P1et. can - H.G. Smith present 
minerals ) -Home Oil and Consum-

ers Gas - J.D. 
Gibson 

Pipelines 4 4 - -

Ha~l f ' & . 15 15 -Cda. Car & Cda. Loco I 

a · j :2chin- motive - 1101t Genl. lIotors - 2 directors, 
ery -Cdn. Pratt & Hhitney 19LI-O-1951 

( incl. & Fairchild Aircraft 
Transp. - G.B. Duggc1.n Cdn. Pratt & Hhi tney -

& Ap;ric.) -Russel Hotor Car, 3, 1910-1% 4 
Nassey Harris, & 
Underfeed Stoker of 
Amer. - L. Harris 

b · Electr. 4 S -Phillips Electron. Cdn. Genl. Elec. - 6 director 
Products & ASEA Inds. - 1910 to prese 

L.G. Rolland - . 

· Tobacco 2 2 - -c 
Products -

· hubber 3 3 - -d 
Good s 

e Chemi- 4 5 - leI-CIL - 3 dir ectors , 1926 
cals to pr e s ent ( + Hm. IIel-las t er ) 

f · Other 9 7 -Steet l ey Incls. , OSP-Rocbvell - 2 cI.irectors, 
Hfg. Rocbvel l, Ont. Steel 1926 to present 

Prods. - H. H. 
Griffith 

nt 



Tnbl e 5-1 
Category No . 

of 
Co' s 

Pulp & 20 
P3per , 
Hood. 
Products 

Total: 30 
T--== 

No. 
of 
Dir 's 

16 
. 

Interlocks Hi thin I'Concentration and Con-
Category 

-Abitibi & Spanish IL 
P & P - H<1tson 

-Abitibi &. Trans­
cant . Timber -
A. Graydon 

-Int ' l . Paper & Anglo 
Cdn. - R . S . Hhite 

-Colonial Bl each. & 
Print . &. Cun . Paper -

H. S. Holt 
-Ba thurst, Cons.-Bath., 

Donohue , Rolland, Cda . 
Glazed - L.G. Roll and 

tinuity on Board 

Abitibi - 2 directors , 
1910 ... 1955 -1 97 1 

(+ Price, 1, 1959-1974) 

Conso1. Paper - 3, 1910 , 
1958 

Cons .-Bathurst - 2, 195 9 to 
present 

No . of cOQpanie s with 3 or 
·more Stelco directors over 
time: 7 

2. CANADIAN-DOHTI1ATED SECTORS 
I 

Transpt' n. 15 

Utilities 26 

20 

28 

-C PR, Detroit Rwy ., :PR - 11 directors , 1910 r--
To l edo R'·l)7S., Htl. t o present 
Park & Is . Rvl)' ., £·10n- (-;- CPAir - 2,1937 to 
tercy R\V'ij. , London St. present) 
R\IY. - H . S. Ho l t 

- Kin8ston & Pembroke R,vj ,Cd<.1,. Stearaship Lines - 2, 
,Tor . St. Rvl)' ., Northern 1916-1930 
Rav i g . Co. - H.D. 

Na t thelvs 

-Nat . Teleph ., Dam. 
Power , Shawinigan, 
Calg . Paver , Btl . 
L. H. &. Pow . - Holt 

-Earcelonn Traction, 
Ebro Irr i g . & Pow. -

A. Graydon 
(+Brasc an, l-Iaclnto sh, 
Graydon ' s partner) 

-Lun. El ec., Tor. El cc. 
H .D. Hil tthe,vs 

- li mn . Gns Light , Kee ­
watin Pow . - Wm. Gib son 

- Cnl edonin Pow ., Dam. 
Pow ., Cun . Tr ansmiss . -

Um. Southar,l 
-Dell, N. E12c., N. Amer. 
Te l e[; r., lIa t . Te1 el)h. -
F. Johnson; J.D. G-bson 

-Gatineau Pow . , Bell Cda. 
- L . G. n.olland 

Bell Canada - 3 directors , 
1916 to presen t 

r . El ectr ic - 8, 1929 to 
present 

SllaHinig~i1. - 3, 1910-196Lf 

D Oltl. Pmver - 3, 1910-1 925 

llowa t er - 2 , 1953-1969 

i. tomic Energy (C rOvlll Corp .) 
2 , 1951 to present 
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J.>b] ~ 5-1 
----------~----~----._r------------------------------~---------.--------------I i\ o. No . 
Category of of 

iCO'S Dir ' s 

Textiles 
1
10 11 

I 

l.'ri"wry 16 12 
Letal, Fab 
& Constr. 

10 12 
J~ evcr age 

I nter l oc ks within 
C 2te~"orv 

- Dam . Textiles, Mtl . 
Cotton - n.s . llolt 

- Dom . Tex t i l es , Mt l . 
Cottons - D. R. i.jcllas t er 

-\~(1bD.sso ) \-:00 6s 1-1fg . -
W. Taylor-Bai ley 

-Harding Carpets , Cosnos­
Imp ., H8Ul. Group -

0 . H. Young 
-~ ']oods neg ., Brant f ord 
Cor daze - G. Os l er 

Concen t ration end Con­
tinui t \i on n02.n: 

lJOII ! . Tc :·:ti1es - 3 c.i:~r ­

ectoLs , 1910 ... 196 2 to 
pl.·cscnt 

~l tl. Cotton - 2 , 1910 ; 
r---'::"':"--:'-~~':"" 

1972 to p'ce scnt 
:1.::11:cling - 3, 1965 to 

present 
.loods Ufg . - 2 , 1937 -1 960 

-·:'Dom . Br idge , "'Dom . Eng ., DOD . Bridcc - 5 directors , 
1910-1904 *aobb Eng ., *[. Cdn. Stee l -

Tny l or - Bailey ; A.J. BrOi-Tll; 
G. H. Dugg2n Darn . Eng . \-Jks . - 4 , 

191 J-l%0 ~ ! anitob3 Bridge , Man . aoll . 
1:i11s and ,', - Taylor - }"}ailey 

""re l a t ed compC'.n i es 

- Ind . Grain Prods ., Consolo 
Bakeries , Ogilvie - Dunning 

Oci lvie Flour - 4 dir­
ectors , 19 10-1)~J 

(nml subs . Lube-tt - 1 , 1969 
to present ) 

Bor den - 2, 1 929 -1 9 ~S , l SS 3-
1973 

~lholes31e l 2 2 - -
Rct ::li1 (£ orel.~n )(: .in dL1:ec t U.nk with Eaton 's - Cd,-:, . Svs t '2ms Group) 

Print. & 
Publi sh. 

Re~~1 Es­
tilte 

Ho1din2; 
Co.' s 

6 

7 

5 

Total: 97 

9 

7 

8 

-Noore , Lamson Inds. - Moore Corp. - 5 , 1944 to 
- Dam. Paper Box , F.N. Bur t - present 

VI.H. Bro,me 

-N • Y. Land, Cdn. N -T,'1 Land 
- F. G. Osler 

-Moore ( as above) 
- others as noted in tex t 

+ indirect: Pmv-er lI.rr;us 

N.Y. Land - 2, 1913-1944 
(b"othOSTcr s t _______ _ 

1100r z - as above, by ma in 
2ct ivity 

No. of comp oni ~ s with 3 er 
more Ste1co directors over 
time : 11 



"It i s CL2<.t l" ••• that Canadi<.m controll ed compar.ie s 
are t he grea~est i n terlockers with other doninant 
c omp ~,nies . Core corporations \'li t h t he higtest 
interlocks are at the center of the economic elite , 
providin~ historica l continuity to the entir e 
elite ..• " (:163). 
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Clement ha s found that, in order of density of interlocking , t he follow-

inb corpo r at ions f orm t ha t core : Imperial-Commerce and Han tr ea l b;::n l~s, 

Roya l Bank, Sun Life , and CPR; the T-D Bank, Bell Canada, and Domtar; 

then Ca nada Life, Brascan , Argus, Huron & Erie, Trans-Canada Pipe Line, 

Consolidated Bathurst, Stelco, and Mas s ey -Ferguson, as well 2S the U. S.-

controll ed Inco; and lastl y , Gulf Oil, Hudson's Bay, Canada Cement, Power 

Corp ., N<.1tional Trust, Simp sons, Abitibi, and 1-:01 son ' 5 (:1 63-17 Lf) . 

The financial inst itutions mentioned above have <.1 1ready been 

di s cu s sed in Chapter Three, and thei r pervas i venes s noted. Although 

many of t he industr inl corporations named above appear at some point in 

time on the Stelco board, the following stand out as having the gr en test 

continuity and concentration of interlocks: Inco, five directors to the 

pre s ent; Canadian General Electr ic ( a lso U.S. controlled), six dir ectors 

to the presen t; Dominion Bridge (Canadian contr ol, now Algoma), 5 dir-

ectors, plus affiliated companies, to 1964; and the CPR-Cominco group -

ing (C c\l1adian con t ro l), e l even and seven directors re s pectivel y, to the 

present. l'lith less concentration or continui t y but sti l l enough to be 

significant, are Dominion Te~tiles (Canadian), Ogilvie Flour (C anadi an), 

elL ( and its U. K. par ent, leI). Abitibi ( if the acquired Price paper 

company is added ) could be included here, a s could the comp anie s no", 

related to Power Corp.--Batl1urst and Consol ida ted Bathurst--,vhich a long 

\<lith Consolidated Paper, ,.,rere once U.S.-con roll ed (Harshall et a1., 1976: 

40 -41; 327) . Not all of Clemen · ' s "core" corporati ns are heavil y con-
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c entrated on the Stelco board , at least over t ime , and some of the com­

panies not listed as ffcore" are nevertheless dominant in their sector 

and are heavily conc en ::= rated on Stelco's board . 

Generally speaking, it may be interpreted tha t those companie s 

"hich are highly concentrated and sho\<1 continuity on the board are there 

because they ar e Canadian (especially in utilities, textil es , and trans­

portation for the early period, "hen many comp anie s Here being promoted 

by Canadian f inancier s such as Holt and HattheHs)--these companies, as 

Hell as thos e rel.:lted to the raihmys (such 8S the rail-car and locomotive 

bu i l der s) , a long Hith dominant Canadian companies such as Cominco and 

Abitibi, ~<1hich operate in their sector alongside American-controlled 

companies, represent the reinforcing of the indigenous elite's pover 

thr ough contact; they are a small, tightly meshed community. Noreover, 

once cer tain ear l y r e lationships are established through important elites 

of the period associ a ted Hith particular institutions ( especia lly those 

f inanc ia lly Hell-connected), the relationships have tended to be stable 

over time unless there \Vas a change in alignments--for example, once­

independent companies 11.0\<1 absorbed by Argus or Pm'ler Corp. and subject to 

changes in interest group. 

Ot her companies (such as Domini on Bridge , G. H., l'1as sey-Fergu s on, 

the pipelines, Ontario Stee l Prod ucts -Rock,·mll, and Canadian C .. mners ) 

are all steel-using indu s tries, and although they mayor may not be 

Canadian-controlled, they a ll opera t e in Canada and require steel pur ­

chases from t he Canadian producers--the Canadian producers a lso ne ed them 

as customers. The relationship ~vith Gulf O· (connected \Vith the pipe-

lines) is unde s tandab not only fr om this standpoint, but also from that 
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of su pply--the steel industry u ses large quantities of pe troleum 

products. Inco as well uses steel in its mines and supplies nickel 

( a lthough not in relatively large quantities) for alloying. C.I.L. 

supplies chemicals used in steelmaking, as does Canadian Liquid Air. 

But there is another reason why dominant American companies ,-,hich have 

operated in Canada for a number of years are represented on the Stelco 

board; they represent important points of contact \vith American indus-

tries and American elites, and through them, links to the world-capitalist 

networks. Strong linkages are established and maintained bet\veen dom-

inant corporations, the lynch-pins of the system, Hhich cut across 

national boundaries. 

II THE 1973 DO/,llD; ST 'i:::LCO AN D INTERl~ATIONAL CAPI TALI SE 

Having e s tablished \vhat patterns of relations \-lere involved since 

the time of Stelco's creation, it will be appropriate to take the 1973 

board as the subject for intensive analysis, as the board is repres en-

t a tive of past patterns as well as current trends. The folloHing table, 

5-2, will provide a quick ov cr vieH of the gener;'ll characteristics of the 

1973 Stelco board. (An ana l ysis of the soci a l char acteristics of the 

board members will be re~ erved for the ne x t chapt er). 

1. 

T~ BLE 5-2 0 

TH E 1 9 7 3 STELCO n OL'.RD OF DIRECTORS "-

Total number of direc t or sh i. ps he ld by the 15 Ste lco 
direc t or s ( excluding Ste lco director ship) - 101 

Tot a l numbe r of d i r ec tor ships on industrinl or fin­
"nci a l corpor a t i on s known to be f oreil3n-controlled 

28 

Inrlu R tr i ~ l or ntber non- finan~ia l corpora tion s 
( i nc l ud ing hol ding co~p nnies ) Tot. - 60 

2. Financ i a l Ins t i tu ti on s Tot. - 23 
(5 banks , 2 trus t com anies, 3 inves tment f unds 
or syndi ates , 9 i n sur ance , 4 r eal esta te or 
mortgag omp ani c s ) 
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Table 5-2 

3. Associations - trade, industry, or gov't. To t . - 12 

4. Univers i ty governorships or board tru stee Tot. - 5 

5. Hospital or charitable organization trustee Tot. - 1 - - -
101 

- Average numbe1.- of directorships held by each director - 6.7 
- Hinirnun and maximum number held - 2 and 18 respectively 

Although the main focus i s intended to be the 1973 board, 

there are, in addition, other important relationships between Stelco 

dir ec tors who were then on the board and compan i es on Ivhich t bey sa t; 

some of these other directorships a l so Ivere found to have historica l 

c ontinui ty on the Stelco board, and so will be included in the dis-

cussion, The purpose of the sec tion is twofold: to analyse the dir-

ector ships and the ownership linkages Ivhich flo1"7 from the companies on 

Hhich the se directors sit especially as they shm'1 patterns of relation-

ships \'1 i th bo th Canadian and foreign firms, and second, to po int out emy 

lengthy historical rel::ltionships and their signif icance vlhich '\'1ere stable 

desp ite changes in directors . 

To briefly summarize the most i mportant interlocks l'1hich \Vill 

be discus s ed in de tai l: of the 15 positions on the 1973 Stelco board, 

seven directors held directorships on the same corporate bo ards outside 

Stelco : three on Moore Corp. (C anadian control); two on Bell Canada 

(C anadian control); two on Harding Carpets (C anadian control); and three 

on Gulf Canada (U.S. control). The interlocking of the financial in-

stitutions and their importance has already been discussed in Chapter 

Three. In h'8 sect ' on, t he banks '\-lill again be brought into the 
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an<l l ys is in order to aid in sorting out th e significance of the data 

in terms of interest groups (the interest groups a s f ound to exis t f or 

the late 1950's by Park and Pnrk (1 973) and for the 1970' s pccording to 

those found to be IIcorporate clients" of each bank, by NeH1TI2n (1 975». 

An interlock network diagram for t he industrial corporations 

a lone and another which includes the financial institutions may be f ound 

i n the Appendb~ for an overall impres sion of the extent of interlocking . 

For purposes of ana l ysis, hOHever , the f ollowing table, detailing not 

only the mai.n ownership complexes and the Ste lco directors \\1ho interlock 

Hith them but also bank interest groups, country of control, and in­

direct interlocks bet\\1een institutional shareholder directors and 

companies represented on the Stelco board Hill serve a s a clearer 

summary of the conf igurations. Although there are many other connec ­

tions, both direct and indirect ( some of \vhicll \\1ill only be footnoted), 

the mroership complexes represented on the chart \"i11 be considered as 

the "core" set of relationships, for r eas ons ,,,hich Hill become apparent. 

It will be recalled fr om the discussion of financi a l institu­

tion s and institutional shareholders in Chap t er Three that they are 

not only heavily interlocked but also interlocked along the lines o f 

bank i nterest eroups. It is worth emphasizing here tha t those direc tors 

Hho interlock on industria l and other non-financial corporate boards also 

in terlock on financ ial institution boards ; h ence it can be seen that a 

" financia l nexus" i ndeed operates in such a \\1ay that , a t least llmong 

Canadian corporations linked to t hem ( and for others with Canadian and 

American banking conn c i ons, such as Gul f C nada ) , relations among 

corpora ions flow along inanc' al channels. 
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TABLE 5-3 
1973 STELCO DlRECTORU~L INTERLOCKS, OHNERSHIP COHPLEXE S 

MW OTHER CONNECTIONS -------=.:= 
- Stelco directors noted in ( ) 
- Bank interest group changes between 1950 's and 1970 ' s only if indicated 

Contl.-ol of main mming company in each comp lex (bold-f ace l etters ) is 
Canad ian unless otherwise noted. 

- 1\ 1 1 " l' 1 1 b h 1 l ' r1 • (Gl tlona lnter oc (s )Z ln f, tlt. s are 10 ue l" (llrec tors un.,erscor oc . 
i Connec tions betHeen Complex 

O\vuership Complex Bank Interest and Stelco Instltutional 
Group Shareholder Dlrectors (1 973) 

HOORE CORP. (Brmme, :::;cully, Nova Scotia -D. IL Barr ( Pres ., l·:oore) : - ---r- Gibson) Cda. Life, Cdn. Inv. Fund, 
Lamson Inds. (BrOl.me) Nat. Trust, Cdn. Fund 
F .N. Burt Inc. \ tlrmme) ( -:- Inco) 
Eoore Bus. Forms ( Bro\me) 
Dom. Paper Box (Brmme) 

CANADIAN PACIFIC LTD. ( Ro lland Montreal, -F. H. Shenmm ( Pr es ., Dof -
I Smith) Royal asco): CrOlvl1 Life 

Cdn. Pacific Air (Hanning) I -E . J. Lung ( Pres ., Co.nron): 
Celn. Pacific Invests. (Campbell) Sun Life ; +Imp -C o':ll~ . Bank 
Comi nco Ltd. (HcHaster ) Hontreal ( 50's) -I. D. Sinclair (Chm. , CP): 

N.S. , T-D Sun Life , Cdn . Inv. lTund, 
(70' s) (+Bank of tiontre al) 

r WE" CORP . (indirect conn.) Royal -and see cOl1lIi1en ts, Ch. 3 

I 
Consolo Bathurst ( Ro lland) -J. B. 1,ird ( Dep ' y Chm. L"lgom 
Ba thur st Paper Ltd. ( Ro lLmd) Central Rwy) : Pac if ic 
I mperial Life Assur. (Gibson) Atlantic , Na t. Life 

(-:- Rolland Pal2er ) 

-
(70' s) : 

BELL CANADA (Gib son, Rolland) Hontrea l & 

I lloya l; T-D; 
i~ orthern Elec tri c (Gi bson) Imp.-Col11m. 

(50's):Nontreal 
& Royal(+ Morgan) 

lliPERU,L CHEM. INDS. OF CDA. - (on C. I . L . ) - .\'e. S. Griffin 
( IvlcHa ster ) (Trial-ch-Pmver Corp.): 

a 

(U .K . )\ 
Canadian Industries Ltd. Hontreal Tor. C~ Ldn. , Victoria 0: Gre:> 

(C ampbell ) ( + Consumers Ga s ) 
- J as . Sinclair (Chm. , La£ar ge) 

Sun Life 
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Tabl e 5- 3 - - - I Bank Interest Connections bet\iTecn Comp1e:~ 

Ovmership Comp l ex Group and Stelco InstiLuLiona1 
Shareholder Di r ectors (1 973 ) 

CONSUHERS GAS CO . (Gibson) Tor.-Dom. -J . K . Eacdonald (Ch-,-:1. , 

I Conf ecl . Life) : Cela . Per fi1 . 
(C ygnus Corp.) Trust 

I -A.G. S. Griffin (Triarch-
Home Oil Co. (Gibson) PmJer) : Tor . .5.: L dn . , 

Victor i a & Grey ( -:-C .1. L • ) 

HARDING CARPETS (Young , Tor .-Dom. -J . D. l'iingay (Chm . , Rous c 

'" 
Gibson) HaHn Pr ess ): Excel. Life 

-his b-::-other A.H. Lingay 
( Pres. , Ccla . T-cu st ) : 
Euron ¢< Erie 

LORAN LTD. (ho l ding co. fa;:" 

~ l-l;nmb~ family ) 
l-iann i:~ Co. (Lannix) Roya l 

f'Cl:lbl na Pipe line 
L:-,llj? ire De v . Co. (l " I Of) ..) • L{·/o - r-iat . Tru s t ( ¥: oung , Cibson ) 

mms 33 . 3~~ of EmpiH~ 

THE STEETLEY CO. LTD. ? -( on Steetl ey I nri5 .) - T. E. 
( ll. j ~ . ) I L3dller ( Q.C.) : Cda . Per m. , 
Stcet1cy of Cua . (Ho1 uin::;s ) ? Confec1 . Life ( -l-F innin~ Tract or 

LtJ . (Gr iffi th) ' 69 bd . : Graydon) 
Steedey lnclus t. :.: i e :; (Griffith) ? 

ROLLAND PAPER CO. (Rolland) Hontrea l -J .B. Airel - see Cons . 1'1.9 thur st 

I - G.D. Birks ( Pr es ., Birks ): 
Ccla . Gl rtzcd Pap ers (Ro lland) Roy . Tru3t, Std. Lif e , 

United Corps . 

SUN LIFE ( Scully , C<::mpbe ll) Nontrea1 

I 
Cdn . Enterprise Dev . Corp . ~', 

( Campbell ) 

-::a1so OIVl1.ed by CVFC HoldinGs , 15.6% (Commornveal th Deve lopment Finance Co.) 



O;mership Cor,lple~~ 

GULF OIL CDA. LTD. (l: lcAfee, 
(U.S.) Gordon, Young) 

I~CO (C an .-V.S. control) -r-- ( ~oll and) 
( C ~ ~ . Nicke l ( 2U%) 
)C ,)r" i \e : ~ Ltd . ( 2 0/~) 

1.J~INTYRE-PORCUPINE (Bunning ) 
( G(~n .) 

B<:mk Interest 
Group 

(' .50 ' s) ; 
Hontreal & 

Eellon 
(' 70 ' s ): 
N.S ., T-D 

( , 50' s) ; 
Tor. -Dam. 
('70's): 
Nontreal 

Roya l 
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Connec tions between Comp l~; 
ana St elco lnstitut i una l 
Sh.::.l"cl101cler Dir e ctors (1 9731 

-J . D. E~rrin:;ton ( \l - Chnl . , 
O . ~ . F . - see Tho de); Nat . 
Trust , E~~c (;l .. Lif e , Con . 
Gen l. Inv e sts . 

- Beverley 1:attl12\lS ( Par t~1cr ) 
1·lcC art11Y (: l::cCCJ.rth~;- ): CdC1 . 
Life (~:-Ban ~\. of l\: . S . ; Br (1 sc o.n ) 

-D.W. Barr - see Noore 

---- -------------+---------+-----------------
BRASCAN (i lac Inlosh) 

;;:- r 
~JOhn L.')bat t (I iaclntosh) 

: ~ i l(()s Oil 

Imp. -Corrun. -Beverley Ma tthews - s ee Gul f 

-J .A. Tay lor (Chm., Cdn . 
Trust); Cdn. Cenl. Invests. 
Ldn. Life 

------- ------ ---------+---------l-----------------
NORTHERN & CENTRAL GAS ? --------r 
G;\Z lietropolitain (Smith) ? 

I 
Elf Oil (Nika s ovm s 15%) 

- ------- ------ --------~---I-----'----__i------------------------

ELICAN DEV. CO. LTD. (Smith) ? 

(3-E~~"i.~~peC2;y -1 ------- l·;tl. Trus t (Young , Gibson) 
~':La Ci c Fonci_cr e du l ianitoha? 2 1 ~~ ~:;at. Trust 28 .6/0 

Ltec (Smith ) j 
). Eh7ill (46%) 
~Cdn. lly drocflrbons ( 55.L~%) ~ Cdn. Pomestead Oils-7Petcal Co.~Bradie Bldr,. 
~Consol. Hydroc a rbons (100%) (1 5%) I (100%) (14%) 
~Alt L1 . Un derground Storage (4 010), Hitll Gulf C(l;}. L~O% --- -______ -1-______________ _ 

~~mmership of La Cie Fonciere by Elican li st e d in Intercorpor ate O;m.ershiJ2. 
1969 but not l ' sted in 1 972 edition. 
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Especially as firms take on mult inational dimensions and as 

firms beg in t o f orm consortia f or the undert aking of very l ar ge and 

e:cpensive pro j ects, connect ion s bet\(Ieen Canadian dominant and foreig n 

dominant corpor a tions are reinfo r ced . These l a tter two development s 

are re lativ~ly new in the histor y of Nor t h Amer ican busine s s , the in­

t erna tional ope r ations, in the case of t he U.S. companies, dating from 

the early part of t he century (Wilkins, 1970), and probabl y l a ter f or 

many Canadian corporAtions; and the format ion of consortia is prob=bl y 

a s r ecent as the post-Second World War period. These con sortia, unlike 

the inves tmen t syndicates forme d by Canadian financ iers or t he inf ~mou s 

l~rgan interest s in the l ate 1800 l s and ear l y 1900 1 s, i nvolve both 

financi ers and industri a l corporations an d al so uni te osten s ibly competing 

cor~ora tion s in proj ects which marshall the corporate resources of 

s evera l rc, ther than one developed cap ita lis t country , grafted onto the 

re sources of a host country which may or may not a l s o be involved. 

Such an examp l e is Brinco and th e network of relations formed amorg the 

companies involved in the Newfoundland-Labrador mining and power ventures ; 

another , the oil and gas pro jects of the Canadian north\(Iest. The inter­

na tional connections which some Stelco directors bring to such deve lopments 

will be discussed in this section. 

Anal ysis of the 1973 board reveals that there are four di rectors 

who inter l ock on financial institu t ions but not on industr i a l corpora­

tions: Hanning, Campbell, Md1aster, and Haclntosh. These people may 

be r e l at ively important ei ther because of the number of directorships 

they hold and /or because of the other boards on ,.,hieh t hey si t. The 
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fir st three directors ere all found on one bo ard each of CP-mmed 

companies, and two others, Rolland and Smith, both directors with a large 

nunlber of foreign-connected directorships, come together on CP Ltd., the 

parent company. 

By far the greatest conc entration of interconnections among 

corporations and financial institutions is found in the CP holding 

complex . There are over one hundred companies GI-I1l.ed Vlholly or partially 

by C.P., through a vast netl-lork of control similar to the "pyramid" 

type of holding used by Power Corporation and Argus , ~"hereby gr eat 

amounts of wealth may be harnessed using relatively little investment 

risk. (For example, C.P. through C.P. Investments, ,,,hich OvffiS Cominco, 

can control Pacific Coast Terminals, 'vhich in turn can control Pacific 

Coast Bulk Terminals, four times removed from the main holding company. ) 

By sharing mmership ,,,ith other corporations or financial institutions, 

C.P. may still have considerable contr ol Hhile redu cing its risk even 

further and have the added advantage of making itself nearly invisible, 

Vlh ile at the same time availing itself of the connections of another 

dominant corporation or of a financial institu tion. 

An interesting piece of intormation supplied by Nemnan (1 ':1 /5: 7 3-

7':) illuminates one such e"~arnp le. When investiga ting the 1969 Stelco 

board oHnership connections ( as the latest ~ntercorporate O~mership issue 

Ha s not yet published and an investigation could not be made of the 1973 

board in detail), it ,,,as found that C.P. Investments Glmed 20.4% of 

Investors Group4, with Pm"er Corporation having 17.7 '1. and Pm"er ' s sub­

sidiary Imper ' al Life having 13. 8% mvnership. (The network spun out to 

dra,., n a bank and trust company: CPI also o,vned 2970 of Glen Elgin 
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Invescmem:s, ~vhich mmed 51% of Senac Investments, in ~vhich the 

Canndian Imperial Bank of Connnerce had a 39% interest, along Vlith its 

4 9% interest in Glen Elgin; National Trust haa l u% in Glen El g in.) When 

the mmership complexes of C. P. and Pmver Corp. uere rechecked in a 

l a ter edition, it Has found that the shared m·mership in Inve stors Group 

had disappeared --PoHer alone nmv mme d Inves tors. I t will b e r e c a lled 

t ha t in 1970, as Ne~vman sta t es , Desmarais obtalned full control of 

Investors through iriendship W1.t:l1 Crump, the cha irman ot CPR ; Crump 11ad 

arranged for CP Inves tments to buy Investors stock, exchanging it f or 

a piece of Power's Consolidated-Bathurst and Northern and Cencral Ga s. 

ThlS manoeuvre brought with 1.t 24% interest in Montreal Trust and fin­

a lly , concrol of Gr ea t-Hest Life through Desma rais' connect1.un ~vith 

HcKinnon of the Imperial-Corrnnerce. Ne~vman (: 99 ) also noted that Ec­

Laug11lin o f the Royal Bank could have stopped Desmarais cOld in 1970; 

but Desmarais, by his mill statemenc (:0)) nad been connectea ~Vl.th the 

Roy al betore 11lS entry into Power and the Royal, a long with the Imperial­

Conmerce, had in 1 9 ~7 obtained large blocks ot lnvestors Group; Des­

marais purchased his original piece of Investors from the Conmerce (: 78). 

The t 1.nancing group for Pmver, it \vas noted in Cha pter Three , is now the 

Royal, the Commer c e , and Canadian Pacific Investments. 

The precedin g table , 5-3 , shows that director Rolland , on the 

board of C. P. , als o sits on the boar d of t~\lO Pouer-controlled companies , 

the two Bathursts. Director Gibson, inter lo cked \vi. th Roll and on the 

board of Bell Canada, sits on the boa rd of Imperial Life. Direc tor 

Smith, ~vho s· ts on the bo ard o f Elican (\vhich through a long s tring of 

connected companies share o\mersh'p in Bradie Bu'ld'ng with National 



Trust--thus interlocked with directors Young and Gibson--and with 

Power ' s Montreal Trust ) sits with director Rolland on the board of 
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C.P. Limited. Thus does the ubiquitous POHer Corporation repeatedly 

reappear in indirect connections, as it did through the institutional 

shareholders discussed in Chapter Three. The C. P . o,mership comp lex, 

ho,'lever, is just as "ubiquitous" in its ovm right5--and the reason is 

not a sinister one, but an expression of the dominance of these com­

panies and of their ability to serve as linkages for the varied in­

terests of the Canadian corporate elite. In fact, the examples are so 

numerous that, looking only at these connections made by directors vlho 

sit or have sat on the Stelco board, one is tempted to say Stelco itself 

is as much in the business of fostering connections as making steel! 

No indirec t connec tions ,vere found be t",een Hoore Corp. and 

the others in the table; this was also the ca se for Bell Canada, ICI­

CIL, Harding Carpets, and Steetley, except for the indirect connections 

represerlted through directors on these boards who also sit on the bo ards 

of institutional shareholders ",ith ownership interests in Stelco. The 

other direct connections are noted on the chart --it is apparent that 

of the 15 Ste lco directors, only a fel-l are heavy interlockers: Gibson, 

Roll and, Smi th. They are also, along with directors l>1aclntosh and 

Campbell, the ones Hith the highes t number of directorships, many of 

them dominant corporations, both Canadian and foreign. In addition, 

D. R. I'IeI-laster, while having fewer director s hips, sits on the bo ards of 

four dominant corporations out of a total of five. Campbell ( the chair­

man of Sun Life ) hol ds 11 director ships (o f which six are dominant); 

Gibson , chairman of Consumers Gas and a financ' a l consultant, holds 12, 

of ",hich seven arc dominan - ; 1>la Intosh ( fo r mer director Graydon's 1mv 
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P':lJ:t-.ner) holds 11, of \lhich five arc dominant; Ro lland ( President, 

Rolland Paper) holds 12, of which four are dominant ; and Smith (of 

Drinco) holds 12, of \fuich four are dominant . Some of these important 

directorships ar e already noted on the cho.rt--most of them i:!rc dominnnt 

Canadian corporations \vith numerous and important interconnections \vith 

others of the Canadian corporate system; a few are foreign corpora tions . 

SOfo18 of these detai ls need to be pointed out. 

By way of contrast, two directors, Thode and Griffith, do not 

interlock on boards Hhich have been identified as forDing the core-­

Griffith, a Stelco executive and until 1976 Chairman of the Board, holds 

a total of six directorships, but Griffith in o.c1dition to his Toronto­

Doninion Bo.nk directorship , sits on boards with no other Stelco directors: 

Co.nadian General Electr ic, Steetley, and IZoc k\.Tell Internationa l, ~ll 

subsidiaries of U.S. or U.K. parent companies. Thode is an "e l ite­

s\vitcher" from the aCDdemic \vorld, and aside from Fide lity i'Iortznge , nll 

of his othe r five directorships are on research bodies. Scully, since 

retired, Has in 1973 Chairnl£ln of the Executive Cor:Ul1ittee and, Hith onl:,' 

t,vo (lirectorships , 113d nlready passed on important ones to others-­

notably Gulf Oil, to J. P. Gordon, then President and in 1976, Stelco ' s 

bonrd chairman. It Hill be recalled that Gulf (D.A.) (as well as C.G.E. 

and OS P-Roclmell) has n long history on the Stelco board. 

Besides C.G.E., Gulf , and OSP-~tock,vell, others \vhich are ic:icnti­

fieel as core comp anies on the 1973 Stelco board, Inco, lel-CIL, Cominco, 

C. P . and Bell, are the most heo.vily interlocked and sbO\" a great c.~enl 

of continuity over time ( see Table 5-1 in the first section of th "s 

chapter). Severa l of these companies, it was f ound, be long to ·he same 
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ban~'~ interes t group, the Hontrea l, vlhich has played an important 

role in Stelco's uevelopn1ent. C.G.E., Cominco , C. P., and Bell He r e 

all r epor ted to be connected Hith the Bank of Hontrea l in the 1950 ' s 

by Park end Park (1 973) and ino s t still vlere in t he 1970 ' s . In addit ion , 

Ogilvie , Dominion Te~ : t ile and \'Iabasso , \vhich ~vere represented on t he 

Stclco bo ard in earlie r periods , Here or arc al l part of the Ban~ of 

l<on t real group. Domi nion Bridge ~vas as wel l ( a j oint liontreal-Royal 

a ll i ance ), but has since been taken over by Al goma (the Royal-Imperial 

a ll iance ) and its continuity on the board ( beg inning in 1910), ended 

in 196/+ . Al goma direc tor s , hm'lever , have indi:i:,cc t l inkages to St elco 

th rou::;h Stelco institutional shareho l ders , [lS does Dofasco, a phen­

O'"lcnon ref l ec ting not conf lic t of interes t as mu ch as cornmuni t y of 

i n terest . 

This cOllu:1llnity of interest is a l s o sho'i·m thm ugh a nUfaber o f 

o ther indirect l inkages between customer s of Ste lco ( and probably of 

t he other steel producers ) Hhose dir ectors sit on the boards of groups 

hol rl ing Stelco s tock . These may be brie f l y li s ted: Desteel-Ros co, an 

impor tant steel service c entre / fa bricator ; Canron Ltd ., a steel f abri ­

cator; Railway and Power Eng ineer ing Corp., Hl1 i ch connects the presi­

dent of CEmron (Il.J. Lang ) \(lith Dn.ilTIJi1ond NcCGll, anot11 er importc:nL 

stee l serv ice c~ntr e ; hasscy-Fer~u son , now part of the Ar~u s contr ol 

gro up; and t hree petrol euUl indus try companies: DOI,IC Pe trol eull1 , Trans­

Canada Pipclines, anJ Interprovinc i a l Pipe Line . The ch9rt abovc ulso 

indi cates em o\ll1 e rshi;.) connection be t've en t:1,(, ; l«nnb~ f cllni l y ( tlll.-ou::;h 

Lorall1) and Pembina Pipeline (haill1ix is a Ste l eo director and , l i!<:c 

Nanning , a western regional e l ite) . 111stitu · "011al sharehol ders also 
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h [,ve lillkHge s to Canada Ste2mship Lines ( e. Pm'ler Corp. compeny ) , DO]:1-

tat' ( Ar gus control) , anc'. deHavilland Hhich is no,", m-med by the Can a dian 

government but ~vas unti l 197L:· oHned by llm·lkcr Sidde l ey (director l iac­

Intosll \-las on deHavilland ' s board in 1 969). 

Another indirect linkage created through directorships on 

the Stelco board is of interest for the same reason, demonstrating the 

tight conununity of interest nmong Canadian corporations. Sun Life ( tHO 

Stelco directors) and Canadian Enterprise Development Corporation 

(d:i.r e ctor Campbell ) He re shOlm on the chart to be linked through Sun 

Li fe ' s OImership of CEOC . Sun Lif e is a l so linked Hi t h Stcmdard Life 

(tHo Stelco directors) t hrough s h a r e d o\mership in First 1'h <1se Civic 

Square, in Vlhich Yale Properties .:: l so h as an interest--Yale Properti~ s 

Uc.s i.'csponsible for the Stelco TOIver) the Hani l ton g en era l offi c es o f 

Stelco; Ste lco 1.3 c. maj or tenant and a lso had some s ay in the t ype 0:;: 

ma t eria l t o b e u sed for the cladding o f t he bui ld i ng (it s o\m St e lcoloy , 

a self-"leatherinG t ype of steel more conunonly u sed in othe r t ypes of 

structur2 l app lications ). In t his S2me connection, i t i s 8lso in ­

t ere sting to no te t h a t Toronto-Dominion Bank (director Griffith) OIms 

an equal interes t Hith Cenlp Inve s tment s in t he Toronto-Dominion Centre, 

to Hhich Stelco moved it s executive o ffi c e h c o.dquar t cl·s in the l ate 

1 9('0 ' s. Cemp, t hrough Cer,lp Ho ldings , also h as an i nterest in the 

Pacific Centre with Eaton's and the Toronto -Dominion Bank. Stelco, 

as HDS noted e l seVlh e re, has an equal interest with Eaton' s ( and Gu lf 

Canada ) in Canado Systems Group . 

I t remain s the £ "nal t ask of this section t o detai l and point 

ou t the importanc e of connections bet~veen Ste l 0 directors and foreign 

corporate systems. It h as been emphasized by others ( Park and Par~, 1 973; 
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Cl ement, 1975) and bears repeating here, that the Canadian economic 

e l ite cannot be studied outside the context of th2 international 

capital ist system. This is no less true for Stelco's direc tors, since, 

.:IS shovffi on the summary sheet at the beg inning of this section (T.::bl e 

5-2), Stelco directors sit on at l east 28 for eign-controlled corpora-

tions . A feH are Horth noting here to highli~~ht the range of contacts 

these directors have 'Ivi th important mul tina tion.:'.ls, and through the se , 

their potential as channels through Hhich resource s and pO'\ver can be 

mustered and directed, eitl,er for or against particulDr interest groups. 

Gulf Oil and Inco, American multinational corporations , have 

already been discussed. Stelco directors also sit on the boards of 

European corporations 'Ivhich are multinational in scope of operations . 

It must also be added in connection 'I-7ith Inco that director J. Roy 

Gordon, uho sat on the Stelco board from 1961 to 1972, vIas the chairman 

of Inco U.S .A. and had a directorship on B.A. Oil as Hell as both Cana­

dian and American banks. The potential contacts represented by such a 

director cannot be underestimated. CanadiDn elites hDve not been ex­

cluded trom such tHo-uay connections; a notable past example is C. 

Arnold Hart , of the Bank of Hontreal, 'Ivho SDt on the boards of life 

insurance companies associated with the British Royal Insurance group 

as 'lell as on important Canadian corporations notably the C.P. group 

( and incidentally, interlocked 'Ivi th J. P,oy Gordon on the Inco boar d). 

In lY73, no less than in 1969 , Stelco directors sat on forei Gn 

boards creating tHO-Hay contact s betHcen dominant Cnnadian and forei~n 

interests. United North American Holdings ( director Smith ) is OHDCc1 by 

Schneider S.A., France and the Banque de l:Union European Industrielle 

et Financiere. Through their Canadian hol dings, these European interests 

are link d \-li th Horgan Trust in mbi.ned Hort[iage Co. ( the latter hrough 
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Comb ined Estates Corp); they a lso ovm Canhold and Cparmont Corp., in­

volved in real estate development. 

Llirector Campbell sit s on the board of Te:.z tron Inc., U.S.A. 

(i t o,vns Textron CanClda); Textron is a mul tina tional company Hi th sub­

s~di Clries in South Amer ica, Europe, Australia, Canada, the Car ibbeen, 

Hexico, ane! the Far East. Textron Canada mvns BostitCh, L~gh tning ) and 

Pallnenter and Bulloch, all customers for certain Stelco products, mainl y 

Hire for use in fnsteners and other consumer items. Campbell also sits 

on the board of Digital Equipment of Canad3, o,vned by Digital Equipment 

U. S.A. 

Rock\'lell Interna tional, \"hich has a lready been discussed in 

relation to Ontario Steel Products ana continuity on the Stelco b02rcl, 

is an American multinational operating through 4u foreign subsidiaries 

in Canada, Europe, Australia, South America, South Africa and Japun, 

nav~ng interests in 17 foreign affiliates in the aerospace, aircraft, 

automobive, electr~cal, industrial, utility and consumer product areas. 

The Brinco interests, in connection Hith Stelco's raH material 

ventures and director Smith, have already been d~scussed. It is an 

excellent example of the coming together of numerou s large foreign and 

domestic interests, in this case to exploit Canad~an resources. 

Lucien G. RoiLand (President of a relatively small paper company 

Hhich specializes in fine papers) holds 18 directorships ranginE from 

the Pmver Corporation interests to foreign ones. Ro ll .':mcl si ts on the 

bo nrd of ASEA Ltd. and 1'. ::;1~~ Industries, bo th \llholly m,mcd by Allmanna 

Svensha ~lektriska Akticbolag ct Vasteras , a SHedish company. Phillips 

Elec tron ' cs ( ·ua.) Ltd., on vlhich board Rolland also si ts, is a mul i­

nat'onal European corp' ion w h Dutch on roi. 
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Globelite Batteries Canada Ltd. ( director MacIntosh) is an 

associate of Varta A.G ., Hest Germany. Varta also Oims in Canacia 

4 G.5% of Interafa r:oldings, the other 51.5% held by Allgemeine Gesel­

lschaft. HacIntosh also sits on the board of Canada l s o\m multinational 

holding company, Brascan, and is interlocked through Br ascan l s participa-

tion in Elf Oil, with director Smith, who sits on another European­

mmed company , Elican Development. 

Other British companies on which Stelco directors sit besides 

t he giant multinational I.C.I. Hhich o\ms C.I.L., include the Eddy Latch 

Co. ( director Gibson) oHned by the British Hatch Corp .; Eddy uho11y 

owns Kootenay Forest Products and The Steel Equipment Co., the l atter a 

user of stee l and supplier of office furniture to Stelco . Pi lkington 

Bros. (C dn. ) Ltd. (director HacIntosh) is Oi·ned by Pilkington Bros ., 

U .1(. and the Canadian company Dims the House of Color 0 Director Hac­

Intosh also si ts on the bo.:lrd of Geo 0 Himpey Canada Ltd., mmed by 

Geo 0 Ihmpey , U oK 0 - -the Canadian compony mms Hir.lpey Home so 

A number of conclusions can be draml. [:.:-om the ciata pres enLe cl 

in the l ast two sections of this chapter. First, there are some rela­

tionship3 uhich appear to be fairly s table over tine , wi til fe,v clwn:;es 

except in details. Most of the corporations involved in such relation­

ships nre dominant and seem to be "crossing each other l s path" in \"Toy s 

that cannot be des cribed as accidental. Second , the number of individual 

corporn tions represented on the Ste lco board is qui te J:adic .::t lly reduced 

through interlocks and mmership connections- -Stelco is involved through 

its board and through its Oim in teres ts in . vel:y concentrated group of 

pOiverful companies and pmverful d-' rectors. Third, the configUl,-ation of 

companies represented by d ' rector on the s - 1 0 board represen-s aspects 
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of the interplay of t he structural relations of parts in the Canadian 

economic world as well as being tied to the cl a ss characteristics of the 

men \Jho represent the institutions (the subjec t of the ne~~t ch<lpte:.: ). 

Thus what h a s been e1:aminecl is one s i de of the coin, the. t of the in­

stitutions and the relations b e tween the parts in a system, a structure; 

the other side is the men in \lhom these structl!ral relations are eUDodied 

by virtue of their position and contacts. Thus, betvlCen this chapter 

anLl the next .1re e:~amirled , as Hills (19 56) suggests , not ner e ly th e 

institutions but those '1'7110 run them. 

Lastly, the data suggest t ha t although there are s t a ble pntterns, 

the relationships are not stntic. Despite the degree of co-ordin~tion 

and the agreement all. basic values ascribed to e lites by elite t heor i sts , 

the corpor ate \vorld is a dynamic eni,ironment in Hiliel: domin2nt firr:1S, 

despi t e such over a ll a greement on ground rule s , joc ke:/ for more l?o1-7er . 

Individuals arc valued for the cont acts t hey have or c an establi sh . Doth 

are in a state of flu;~, Hith corporate situations chan ging and "'ffect:i.n~ 

elite contacts, and elite contacts acting back on the struc ture with in 

wh ich they achieve, ma inta i n <:mel obtain more pmver relat i v e to others . 

Such is the case for the rise of elite member:; such as Desn1Qrais, <lad the. 

d w nfjin[; relationships inv olved in the Argus es awl Pou ers of the corporate 

Hor l el . But it is in a state o f flux Hhich has definit e boundaries c~rmm 

around it--the se boundaries tend to crystall ize ~;nd b ecome h arder to 

pen etrate over the decades. Stelco is one clement in that He ll - bo unded 

systcnl . 



NOTES TO C"tlf,PTER FIVE 

1. The director's other directorships were che cked at one poin t i n 
time (u sually at the beginning o f his Stelco board ten ure) in t he 
F. P. pixec to~y o:E_Dire,=-t_~ ( or , if unav C'c il::ble for t hat YCQr, 

309 ' 

in th l:! g.?~lac1ian Hho'i' \lho); n:uch of this Hork and the cro ss-tabu l a tion 
o f i n ter locks is u sed courte c,y of Ilary Ann Da l ey. In addi tio':l., 
the autho r checked ~t leas t tHO other points in time in th~ case of 
di.rectors having long periods of tenure; -1 1though this y i e lde d some 
additions, e specially as a director ' s c a ree r progres sed, the additions 
to the orig ina l data Here relatively few. 

2. Un l ess othenJise noted, th8 mmership ~m. c1 interlock i nforma tion is 
from Statistics Cana da Intercorpor ate O~mership 1. 972 . Du e to l a3 3 
in publication by Stntistics Canada (tHO years) for this most c om­
prehensive ( although conservative) reference for olmership , more 
recent information tlwn 1972, if avai lable, is noted separately . 
Host such information Has found in neHspaper clippings and annunl 
r eports. 

3. The holding companies ( Pm-Jer, Argus, 1-:00::':0 , Canada Development Cor..; 
por~ltion, Brasc an) are cl assified by Cl Cp.lcnt (1975) as "investment" 
finls on the basi s t1wt they do not produce anything but n ei ther are 
they involved in supply ing the capital market in the same sense as 
do financial institutions; t hey are, rather, in an intermediate pos­
ition b etween industrial corpo~ations and financial ins titutions . 
However, no t t o include the se conpanies in this discussion would mean 
the elimination of some important relationships \'lh ich obtain through 
their o\mership connections. 1'1 reover, it is arzued here that the 
case of Moore Corp., unlike the other holdin3 companie s , is a little 
di ffe rent--it is more involved in the bu siness forms and systems 
business than any thing else--an examination of its latest annual 
report reveals no nev] additions \vhich Hould chang e this assessment; 
F. N. Burt and Dominion Paper Box, tHO subsidiaries of Hoore, 
produce packaging, \.Jhich is not totally unrelated to l'1oore' s main 
activity. 

4. According to the Statistics Canada Inte.E£.()!J)or n te ~vne rf~hip 19 69 .. 

5. Three examples, arising from the 1 969 Stelco bOiJrd, i llu stl"ate this. 
Director Youn;::; S.:1t on the board of Pine Point lIine r;; Cominco, <l CoY. 
comp a.ny , o\vned 69 .1% of Pine Point- -tHo Stelco director s in 1 9G<J 
sat on the board of Cominco. The second involves a gov2 rnmc nt-0\-ffied 
company and C.P., .:1 not unsurprising combination considering the 
historic connections (to say the least~) between the Canadian govern­
ment and raibvay tycoons' ventures ( for which see Naylor, 197 5, and 
others). Canadian Investment Fund ( Stelco director Rolland) \vas 
o'\Vned by the C.N.R. 15%; C.P. O\med 25. 5% of Computer Sciences Canada 
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Ltd., Dnd C.N. R. O1med 25.5% of it; simil arly, C. P . m-med 50/0 of 
Public Markets Ltd., and C.N. R. another 50%. Rol land also sat on the 
board of C. P. Ltd. The third example l inks a li f e insurance company 
to a real estate venture and C.P.--Narathon Realty , a dominant sub­
s idiar y of C.P., o,med 55% of Pitt st. Developments; the other L1-5% 
came from Sun Life. Both C.P. and Sun Life are represented on the 
Stelco board; Canada Life (director J. Roy Gordon in 1969) mmed 17% 
of Canbor ough Ltd.; C.P. Investments held 10% of it, and National 
Trust 17%. 



CHAPT3R 6 I , STELGO 1;3 FOldEH ELPrE : 
GLASS AND CAREZR BASES OF GO}illSION 

I. SOC IAL ORIGINS AND ACCESS TO THE ELITE, 
1910-1973 BOARDS 
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The purpose of this chapter is to demonstrate how, 

in the particular case of the Stelco board of directors, 

a number of dimensions converge to create the conditions 

for what Domhoff (1972a: 33) calls the "three C:''s'' of the 

reali ty of the power eli te_, "cohesion, consciousness, and 

conspiracy" (or, preferably, " co-ordination" ) • In Mills" 

view, (1956, Ch. 1, 12), the cohesiveness arising from 

shared class interests, the careful taking of other elite 

members into account in actions (which indicates a high 

degree of class consciousness), and the implicit or 

explicit co-ordination of activities which arises from the 

structures of organizational power and personal asso­

ciation are social in nature. Phey are the results of 

the convergence of the social detBrminants of common 

origins, socialization through educational and career 
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experiences, and similar outlooks fostered through involve-

ment in and commitment to roles in particular institutions 

for particular ends--that is, the institutions which create 

resources for the exercise of power, and the ends to which 

resources are directed: the attainment of power, prestige, 

wealth. As Mills puts it: 

"Just as we cannot rest the notion of the power 
elite solely upon the institutional mechanics that lead 
to its formation, so we cannot rest the notion solely 
upon the facts of the origin and career of its personnel. 
VIe need both •• ~ " (:280) . 

Mills argues for an approach to the power elite 

which takes into account both the social structure and 

organizations within which. the elite operates and also the 

way in which origins, career patterns, and "psychological 

and social affinities" operate to produce a high de gree of 

similarity leading to the easy intermingling of members of 

the elite both in organizational roles (the demands of the 

structure) and in social c:ircumstances (the demands of the 

role-taker "s self-image. created by close and highly con-

scious assoc_iation with others of one "s "kind"). 

What makes the economic' elite. similar in kind is not j'ust, 

a commitment to capitalism. or due to their social origins 
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(not all are, after all, originally- from the upper c:lass), 

but the fact that "the criteria of admission, of praise, 

of honor, of promotion" (:281), if similar, produce per­

sonalities that are similar, which explains the co­

optation of those of other (particularly middle) classes 

in the service. of the property-owning class. 

Entry to the economic elite depends on recruit­

ment, and those who are recruited display certain social 

and career-related charac;teristics desired by others al­

ready in the elite and vested with powers of judgment, and 

selection. Their selections tend to be reflections of 

their own image of themselves and their roles. Nor is this 

selection restricted to personnel of economic institu­

tions--equally important is the point which Mills makes 

with respect to the interchangeability among top positions 

in the institutional hierarchies, particularly between the 

economic and the political--interchange occurring a~ 

"points of their coinciding interest" (:2 88 ) which creates 

a broader basis for co-ordination o 

In the previous chapter, the interlocking director­

ship and ownership connections were examined to establish 

the nature of coinciding interests among various units in 

the capitalist economic structure in which Stelco is en­

meshed. The' importance of spheres of interest such as 
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financial groups was discussed in Chapters :3 and 4 as being 

important keys to understanding the situation and importance 

of one corporation as a unit in a larger whole. In this 

connection, a concern of the present chapter will be that; 

of the ability of kinship to forge strong and enduring linlcs 

wi thin the capitalist system and to contribute to the con-· 

tinui ty of its mem.bers," power. These "entangling in­

terests" created by kinship are, as Zeitlin (1974: 1099·); 

points out, important to understanding how structures of 

c'ontrol are crea ted, enhanced, or given continuity. 

The focus in this chapter will, theref.ore, be on the 

top members of these corporate units in terms of what per­

sonal characteristics they bring to the Stelco board. 

Their. origins and particular resources will be analysed in 

terms of what. they- offer to Stelco as further means of fos-­

tering contacts and common outlooks. In the next chapter, 

the question will be raised as to how the more diffuse 

attitudes and particular orientations and interests come 

together in ways which contribute t .o the explicit at.tempts 

of Stelco and others in whose circles it is implicated to . 

agree on policy positions and strategies vlhich. co- ordinate 

approaches to other institutional bodies whosa actions af­

fect them. Domhoff (1972b: 174) argues for the inclusion 

in elite studies of two aspects of cohes ion, "social" and 

"policy" ones, on the basis that constant interaction in 
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small-group settings (such as corporate boardrooms and elite 

clubs) leads to more of an openness to the opinion of fellow 

members and thence contributes to the ability to come to-· 

gether in organizations more concerned with overall 

strategies tha.t transcend particularistic interests. 

These policy-making bodies, it" may be added, in turn rein-

force the feeling of "we-ness" already fostered at more 

particularistic levels, leading to a broader consensus and 

to a minimization of conflict at higher levels of gen-

erality--for example, at the level of the overall goals of 

the economy and the society, as elites see them. The point. 

which Domhoff makes is that both social and policy aspects 

are mechanisms by which a class is able to exercise its 

power by mobilizing resources brought together by common 

interests and heightened awareness. It is the social which 

will be the concern of this chapter. 

The "social," however, is not an airtight compart-

ment but is one aspect of the structure of power and of 

power-holders who create or function within such structures . 

The director, with his social characteristi cs, has a role 

which links classes with structur es - -the di rectorship, a s 

Smith and Tepperman (1974: lOT) point out, 

"is a corporate role, and as such is chiefly defined 
by the- corporation and its environment, and less so by its 
temporary role incumbent." 

While .t' is true that incumbents are consti tuent members 
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affect classes and classes affect structures--in this case, 

corporations which are constituent parts of the social struc­

t .ur e. Thus. with changing structural conditions one would 

expec't to find some changes in the nature of incumbents over 

time. Such a question will be raised in the examination of 

the Stelco directors from 1910. 

The backgrounds of 58 directors on the Stelco board 

be~veen 1910 and 1973 were analysed for information which 

would allow categorization by class of origin and by. career 

avenue into the elite, Country of origin was also noted. 

The purpose was, first, to establish how representative the 

Stelco board was of the corporate elite generally, and, 

second, to look for evidence which would demons t rate the 

mechanisms by which elite. cohesion and co-ordination of 

activities are effected. An analysis of elite club member­

ship for each cohort, was added to determine how extensively; 

tha t particular kind of organization provided such oppor­

tunities~ (Other kinds of organizations fostering com-

munication and consensus will be reserved, as indicated, 

for the succeeding chapter.) 

Of the 58 directors, information sufficient to 

establ ish class origins with a reasonable de gree of cer­

tainty was obtained for 44--many of the remaining 14 were 

direc,tors whose tenure dated from the early years of the 
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company when higher education was not as widespread among 

the elite or paid much attention to in biographical sources, 

and lacking other clues, existing information was too' scanty: 
1 to make more than guesses. Therefore, the following per-

c.entages are based on. the known 44. Clues to c'lass origins 

were provided by three indicators: father"s occupation, 

the director I 'S educational level and specialty attained 

and/or type of institution attended (especially private 

school, an upper-class preserve'), and marriage into an 

upper-class family at an early stage in the dire ct.or "s 

career. Vlhere father I'S occupation was not available but 

the director had attended both private school and uni­

versity (and, for the earlier cohorts, university), his 

background was assTh~ed to be upper class. Unless other 

information (such as membership in an elite family) in-

dicated otherwise, the occupations of law, commerce and 

engineering were assumed to be middle- or upper-middle 

c:lass occupations, although it is quite. probable that. law, 

especially in the earlier period or when the director was 

associated with an important corporate l ,).w firm, was more 

properly classified a s an upper-c:lass occupation; however, 

without further evidence it was more conservatively clas-

sified as upper-middle and not included in the percentages 

for upper- c;lass origin. Hence the figures are somewhat 

lower than that obtaine d by Clement (1975) updating Porter;"s 
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study. Engineering, on the other hand, has not tradi­

tionally been an upper-class specialty and was classified 

as middle-class unless other evidence. indicated differently. 

Those whose fathers owned business were aut omatically clas­

sified as upper class in the earlier period, but. only as 

middle class in the post-war period if the businesses were 

small. 

It was found that 36 directors were Canadian-born, 

12 were born in the British Isles, and eight were born in 

the U.S.; there were no other groups represented. The high 

Canadian-born proportion is consistent with findings of 

Smith and Tepperman (1974) and of Acheson (1973), a change: 

from. the elite of the nineteenth century despite the in­

creasing penetration by multinational corporations. 

The reason for this appears to be the gradual entrenchment 

of an indigenous eli t .e in institutions wi thin its own coun­

try. 

Of the 44 directors since 1910, it was ascertained 

that at least 17 were of upper-class origins (including 

three who were of middle-class origin but "married up" 

earlier in their careers). Included within this category 

were 11 who were upper-class by. virtue of inherited position 

in a family firm. or in the same law firm or corporation, in­

cluding many. of the same directorships as their father "s. 

The balance were classified as upper-class on the basis of 
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having private school and university education. If those 

having university education in the pre-second world war 

elite are added, the total is brought to 21, or 47.7% of 

the Stelco board over a period of 63 years. Directors of 

middle-class origin numbered 22, or 50% of the total over 

the 1910-1973 time period. The one exception to the typical 

lack of working-class representation among the elite was 

C. A. Birge, whos~ father, it was noted earlier, was a 

farmer. Birge and his partner Alexander bought out the 

American-owned Canada Screw which was eventually merged with 

the others as Stelco in 1910. The remaining directors could 

not be classified, but many' had technical or b.usiness 

specialties which will be detailed shortly when career 

avenues into the elite are discussed o 

The class distr ihution of the Stelco board was 

divided into three periods which were roughly comparable with 

tha t of Acheson"s (1973) 1910 elite and the 1951 and 1972 

elite compared by Clement (1975). Unfortunately, only the 

latter two periods are directly comparable, as Acheson'~ 

study does not deal specifically with class origins but 

rather with changes in the elite structure. H· s findings 

and those of Smith and Tepperman are worth summarizing as 

an indication of wha t changes foreshadowed later periods. 

The upper- class elites of the 1800' s tended, ac­

cording to- Sm· th and Tepperman (1974: 104).. lli?i to be lawyers, 
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but to be employed in a family business or t :o be a land­

holder, although in the past., it was lawyers and not busi­

nessmen who usually received advanced e.ducation (:100). 

In this century, those who. are . self-employed tend t .O be. 

lavvyers (:107-), and there has been a decline in the number 

of elites who' own or control the firm. managed by them--three 

times as many do not own or c:ontrol the firm, compared with 

elites of the 1800"s (:102). Both Smith and Tepperman (:100) 

and Acheson (1973: 62-63; 70) not.e more functional special­

ization which accompanied technological change- and organiza­

tional sophistication, as well as the increased numbers with 

advanced education. 

In some respects the 1910 elite showed signs of 

future trends; in other respects, it still contained vestiges 

of the characteristics of the 1880 elite. These charac­

teristics need to be noted as the basis for comparing with 

the directors of the 1910- Stelco hoard as a unit. 

Acheson (:65) notes that whereas in the 1880 "s there wa s a 

fair degree of social mobility, by 1910 about half of the 

industrialists entered businesses owned or controlled by 

close relatives, even if the concern had already become a 

joint stock company--such was the case for Lloyd Harris of 

the 1910 board, who used his father'S business as a spring­

board to other indus t rial endeavours and to · become a finan­

cier. W. D. Ma tthews a lso became involved in finance through 
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W. D. Matthews & Co., grain dealers~ 
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Nearly three-quarters of the leading industrialists 

of 1910 were "scions of husiness and professional families," 

while those in the e'li te from farm and worker backgrounds 

declined (:66) --G. A. Birge, whose lower-class origins have 

already been noted, was one such exception, a vestige of a 

previous trend. In short, by 1910, social mobility had 

been quite marlcedly narrowed, with industrialists tending 

more to be of upper-middle class than lower-class origins 

and usually becoming mobile through already established 

business (: 78). A few also advanced with the advantage of 

having a father who~, established in the previous two decades 

a modest merchant or manufacturing business (:691. 

The case of H~ H. Champ is an example of the above 

mobili ty avenue '~ A Stelco executive, (board tenure begin­

ning 1925), Champ "s father-in-law was Hillman, of Fost,er 

and Hillman , in wholesale drygo ods in Hamilton. The Stelco 

board provides no such further examples. 

Examples of probable middle-class origins represented 

on the 1910 board are H. S. Holt, who be gan his career as an 

engineer but who soon became a promoter-financier; William 

Southam, the founder of the Hamilton Spectator , and the 

publishing emp"re which grew out of his activities, and 

John M"lne, the foundryman who was a ma jor shareholder in 
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a Stelco predecessor, Hamilton Blast Furnace but also be­

came active in other industrial-financial undertakings. 

It is probable also that. Charles Wilcox, who, a s noted 

attended Yale University and had connections with Ohio 

businessmen when he came to Canada, was of upper-class 

origins, but without further information, was classified 

as upper-middle. 

While the social structure showed signs of becoming 

more hardened a long class lines by 1910, there were new 

avenues to mobility through technical, administrative and 

financ ial skills--career exec;uti ves, stockbrokers, and 

l av'/Yers, Acheson (:70) notes, tended to come f r om humble 

origins; the examples he gives are Aitken (instrumental, 

of course, in Stelco"s creation), Ames (the brokerage to 

this day handles Stelco issues), and Edmund Osler. 

Sir Edm.und Osler was a member of the Stelco board in 1916, 

and as was noted in Chapter }, figured behind the scenes 

in the Stelco merger and subsequent early developments. 

Others with technical or financi. a l training or 

expertise on the 1910 Stelco board should probably include 

Wilcox (accountancy was his particular skill ). 

Although Robert Hobson was an engineer by training (and 

probably middle-class in origins) he married the daughte r 

of Senator A. '.D. Wood, a major Hamilton Blast Furnace' 
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shareholder, in 1891 and was classified as upper-class by 

marriage. There were no lawyers on the 1910 board (there 

was one in 1916). 

Overall, the most important characteristics of the 

1910 Stelco board were its extensive financial and po­

litical connections: Holt, Sir Ian Hamilton Benn, 

','lm. Gibson, Matthews, Harris and Milne were all connected 

with leading financial circles of the day, as outlined in 

Chapter 3. Like the 1880 elite, the 1910 elite was still 

directly involved in politics (a third held political 

office at some point in their careers), Acheson (:72) ob­

serves; whereas Smith and Tepperman (1974: 103) note that 

this wa s l ater to diminish and a stricter separation be­

tween law and business functions and between business and 

"extra-professiona l" functions was to be the norm. 

In 1910, the Stelco board contained members who were si­

multaneously involved in politics and business, notably 

Lloyd Harris and Senator William. Gibson (and, of course, 

Hobson "s father-in-law, a senator, who a lso had a role to: 

play in the early St.elco, as was noted in Chapter 3). 

The next businessman-politician to appear on the Stelco 

board is R. Smeaton White, a publisher and a senator, on. 

the 1920 board. 

By the time of the 1919 and 1929 boards, however, 

those who ' engaged in both busines s and politics did so' at: 
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separate stages in their careers, going usually from pol­

itics to business, and are more properly "elite-switchers," 

a phenomenon Clement (1975: 260) notes for the elites of 

the 1950"s through 1970"s. These people, unlike the early 

elites, had their main career outside business and brought 

important political contacts with them to the board. 

Such is the case for Sir William Thomas White (1919 board), 

I',1ajor- General S. C. r'1ewburn (1929 board), G. A. Dunning 

(1940 board), and E. G. Manning (1969 board). V. VI. Scully 

wa s an elite - switcher who went from business to government 

and, as an elite member, ba ck to busines s to become a 

Stelco executive and his exceptional career pattern seems 

to be an artifact of the Second World War. T,he last eli te -­

switcher, Dr. H. G. Thode (1969 board), began his career 

in academe and although he did have c,ontact with government 

research agencies, his main contribution to the Stelco board 

appears to be metallurgical expertise. 

Three other characteristics of the 1910 elite must, 

be examined in the context of the Steleo board (but a gain, 

s ome examples will have to be drawn from l a t er time per ­

iods ). The first is the trend towards highe r educa tion and 

the second, the increasing prevalence of priva te-s chool 

graduates among the offspring of leadi ng industrialists 

(Acheson, 1973. 63 ). Although biogr aphi ca s our ces did not 

list educat'on for many of the 1910 board members, clearly 
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enGineers must have received advanced education. These have 

already been mentioned, as was ','lilcox "s uni versi ty educa­

tion. No evidence of private schooling was found. How­

ever, in examining 1912-1920 "s board members" backgrounds, 

it was found that of 12 directors, half had received col­

lege or university training (three were lawyers, two were 

engineers, one was a stockbroker); and one, G. H. Duggan, 

had attended both the University of Toronto and Upper 

Ganada C:olle ge, a private upper-class institution. 

Acheson (:69) also reported the increasing incidenca 

of intermarriage, in the 1910 elite, between offspring of 

leading industrialists. As many of the elites on the 1910 

Stelco board represented "new money" it was several years 

before this phenomenon was exhibited among Stelco direc­

tors. VI. D. Matthews" son married the daughter of Sir Ed­

mund Osler (thus uniting "old" and "new" money); R. H. 

rlicr.laster, whose father had become an elite through the 

Montreal Rolling Mills, was a second-generation elite whose 

daughter married A. J. Nesbitt, one of the Power Corp. 

founders and an investment dealer, but this was long after 

I'.IcMaster first joined the Stelco board (1914). Ma j.-Gen. the 

Honourable S. G. MeViburr1- married a daughter of a Labatt, 

thus "marrying up", as did y,'. VI. Scully (1956 board), who 

married the da ughter of Sir Wyly· Grier, a noted portra'tist 

of the Canadian e l i te, who had painted G. H. Duggan "s 



portrait. R. A. Laidlaw, second generation in a family 

firm (1952 board), married the daughter of a Gayley, an 

old Toronto family. 

The class origins of the 1910-1920 elita and the 

1950 "s elite (including all those who began tenure in the 

periods 1910-1920 and 1950-1960, respec.tively), as well as 

of the 1973 board are given in the following table. 

In brackets are the percentages compared by Clement 

(19751 192) for the 1951 and 1972 elite. 

Upper 
Middle 
Lower 

T t. ?'L ':j' 6 -1 •• , ... 1 ~ • 

CJ.J.;'.SS ORIGINS - STELCO DI~CTORS 1910-1973 
(Cor:rrared with the 1951 and 1973 Com or a te Elite ) 

Stelco Stelco Stelco 
1910- 1950'~ (1951 1973 (1972 
1920 . (1'1=9) EliteL (N=15) Elite ) 
(1'1=18 ) 

33~~ 33% (50%) 53c<t II) (59 .4% ) 

44~~ 44r; (J2%) 40~0 (34.8%) 
y -1 II) O~;~* (18~'o ) 0%* ( 5 .87~) 

(1 case) 
*2 cases not classified on 1950'~ boards; 1 case not 

classified on 1973 board. 

Due to the small number of pe ople in the Stelc o 

board samples, it is not possible to capture fully the 

changes which had occurred between the 1910 and 1950 "s 

periods except to note the absence of any working-class 

origins among the directors (unless those cases unclas­

s'fied fa 1 into this category. which is not l ' kely ). 



327 

Moreover, there was a great deal of continuity on all of 

the boards, with many dire ctors having tenure f or tvvo 

decades, and this hiC;h degree of overlapping is undoubt,­

edly affecting the figures. If the 1910 board had been 

taken by itself, those with upper-class origins would have 

represented 27% of the total. 

However, between the early' period and the 1970 "s 

it can be seen that, even as in the overall c'orporate elite 

between 1951 and 1973. there wa s a noticeable increase in 

those of upper-class origin, the 1973 board gives a similar 

indication of hardening class lines and more restrictive 

recruitment, and since the 1920"s, those of second or third 

generation elite background are fOlli1d on the Stelco board 

at various points in time. The directors for which this 

el i te continuity could be established were R. H. Mclt,laster 

(1914 board) and D. R. Mcl'ilaster (1 972 board), son and grand­

son, respectively, of William McMaster of the ftlont real 

Rolling Mills; F. G. Osler (1920 board), son of Sir Ed-

mund Osler , and Glyn Osler (1937 board), nephew of Sir Ed­

mund Osler; and L. G. Rolland (1963 board), related to three 

generations of French-Canadian elites who ran Rolland Paper. 

In addition, F. C. Mannix (1967 board) is a western elite 

member whose family has been involved in the contracting 

busines s . and VI. H. Y;oung (1967 board), represents the 

third generat ·on of Youngs involved in the family textile 



business which has now become The Hamilton Group, a holding 

company. Four of these past members of the Stelco board 

still were present on the 1973 board and will be included 

in an intensive analysis of the latest board for which full 

information could be obtained. 

The following table summarizes the career patterns 

of the Stelco directors between 1910 and 1973 by avenues of 

entry to the corporate elite. The classification by c'lement 

(1975: Ch. 5) forms the basis used here, in order t:o r.ender 

the data comparable. Some of the mor.e important examples 

will be discussed. 



Ci\.R~ER L\Vgl'~lJES Ii1TO TIlE ELITE 
STSLCO J lai CTORS 1910 -1 973 

( N::: 5G) 
Car..:cr Aven ue L\;O . of 

Di rec t -
r~ 9.111'2 o f E2r liest No . of 

or s 

1. Caree r in FaQily Firm 7 

iJircCi.:ol:" 

i lo.ttiK:';lS 
Harr is 
Lalig 
lZO1 I t:l IH.l 
Laid l 0,·] 
Yourq~; 

Da te OIl 

3el . for 
This . 
':''-V2GUC 

I no 

I. . Ol her I. ;J he r .i. t~d Po~ . 

(saIne'. L~\! or co:cp . f inll 
a~~/or dlr~ctors~ip s ; 
i ~ t ·.la t :L "j(~ in c ·.!..i~c ) 

A. R. cnci D. R. 1920 

3 . \..iI.,rn i' ccount ( star ted 
om. bl's ::'n e s s ) ( See 

__ 0_1so Fj.nancic rs ) 

4. Financi er s ( excl . those 
with career through one 
firm ) 

5 . Marriage into Eli te 

2 

4 

4 

LcLas t er 
F . G. ~~ac.1 G . 

So\.! t1::1":11 
h ilne 

golt 
E. Osler 
Benn 
Gibson 

Fo l ey~'~ 

Eobson~'~ 

Cr a ig~'~ 

He\vbur.no': ----_._._-_.. -------~;.:;.::..:.:. 

1910 

1910 

1910 

*included by spec ialty but not doubl e -counted 
6 . Techni cnl, Sc i en tific 19 

or Buqin~ ss S~e ciD 1t i cs 

Engine ering 9 (+ 3 in category 1 ~ 5 
- ~ccount ing 3 abov e ) 
- La\-] 
- Commerce 
- lln t h s 
- Chern. 

4 (+ 2 ea ., ca t egory 2, 7) 
1 ( + 1 in category 5) 
1 
1 

1910 
1910 
1916 
1964 
1967 
19 59 

;J i:.~ e c t ­

v~s Ai t el-" 

l S4C 

1 

o 

o 

2 

3 
2 
1 
1 

---------_._---- -----_. __ . -- - ._--_. -------- --- - -
7. "Elite-Swi tcher" 6 

Dunn in~ 

tii e~'] bu 1'11 ~.~ 

T . ('lh j. te 
Scull j 

191 9 

i·jamLi~!.!.3 __________ _ 



Table 6-2 - ---

Ca.r eei-" Av enue 

-----".~--

8 . In ternal Corpor2t e 
Car e2r (incl. 4 fin­
ancial executive s ) -
~ s pe c i a lty 

Unabl e to cl a s s i fy - 5 

No. of 
Direct-
or s 

6 

Name of 
Di rec tor 

None of above - 2 (D i r ge and Al exander) 

E2rlie s t 
Dntc on 
Bd . f or 
Thi s 
f,vc,n u e 

1943 

3 ') ·~· 
..J .... , 

::0 . o f 
Dir-;ct-

1940 

all 



3'" 1 J.L 

Some difficulties were encountered with categories 

5, 6, and 7, of which the eas iest to dispose of was ca t .egory 

6, "Technical, Scientific or Business Specialities" by 

looldng at the background of those who v"ere s o specia l-

ized--two engineers had careers in family firms and so were 

included in cate gory 10 Of four directors with training in 

law, two (G. Osler and D. R. McMaster) had elite backgrounds 

and were placed in category 2; two others had political 

careers and law backgrounds--Itiewburn (who married a 

Labatt) and Thomas White. White did not prac.tice l aw , and 

al though h'lewburn had a law career as a partner in l'!lewburn, 

Jeffers and Marshall before entering politics, 8.S their 

ma in reason for being on the Stelco board appeared to be 

their immediately prior political care er, they were clas- · 

sified as elite-switchers. None of the above was double-

counted, a.lthough the interpretation of which ca reer av­

enue wa s the more important in the case of the latter two 

is open to deba te. 

Of those in ca tegory 5 (" r.'iarriage into Elite"), 

two exhibit confusing aspe cts in their backgrounds which 

make their classification debatab.le, while Hobson, asso -

ciated with one o~ the Stelco predecessor companies and 

named to the board in 1910 at a very young age and married 

in 1891 to Senator V/ood "s daughter, presents no such 

problem--his chances f r upward mobili ty were undoubtedly 
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enhanced. Hm',ever, such a conclusion is less clear f or 

F"oley (1964 board), a B.Comm. who be gan his career as a 

salesman in Scanlon Inc., married the da ughter of a Scan­

lon, and two years later became a vice-president; the size 

or importance of Scanlon and hence of the marital tie is 

unknown. Similarly, Craig, with no apparent speciality or 

uni versi ty education, entered Stelco "s employ in 1920, 

married the daughter of Senator George Gordon of North Bay 

in 1927, and became a sales Vice-President in 1950 . 

(Craig died of a heart attack in 1965). Although a member 

of the St Q J ames "s Glub, a national elite club to which it 

is unusual for a vice-president to belong, it is unknown 

wha t effect marrying into an upper-class family had on 

Craig '~ mobility. 

Nevertheless, despite these problems, a number of 

trends emerge. First, the Stelco board is generally repre­

sentative of the patterns of social origins and career av­

enues exhibited by the economic elite a t various stages. 

Second, there is a great deal of continuity on the boa rd 

in terms of kinship despite the increasing trend (as ex­

hibited by the specialities and their predominance after 

1940 ) towards the recruiting of middle- and upper- middle 

clas s men who have become elite members via the "long crawl" 

through corporations. Third, when taken together with the 

data ana lysed in Chapter 4 concerning the continuity of 
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certain corporate interest-groups represented on the Stelco 

board, the longevity of Stelco directors on the board (most 

began on the board when they first assumed an elite position 

and remained until their death) indicates that Stelco pro,­

vides a. stable environment wi thin which the capitalist 

class can function. The Stelco board not only brings to'­

ge ther those considere d important for other corporate and 

for political connections but also provides them with a 

formal and extremely durable meeting-place. A.t. the end of 

this chapter, the elite clubs will be analysed for the way 

in which they enhance stability and provide contacts. 

II. THE 1.973 BOJlI~D: TEE HELATI VE P O,, {.c:i\ 

OF "INS IDERS" AND "OUTSIDERS" 

In the previous section, the Stelco directors were 

analysed in the aggregate over time. The purpose of this 

se c·tion is two-fold I first, to analyse the 1973 board in 

detail a.s a unit for the trends outlined generally; and 

second, to compare Stelco executives (the "'insiders" ) with 

directors whose principal affiliation lies outside Stelco 

(the "outsiders") along various dimensions in order t~a 

determine if there is a difference in the degree of power 

exercised by the two o Two questions may be raised: what; 

resourc-es do the two groups bring to the board, and what: 

division of labour . s involved·? 



By way of addressing these problems, an intensive 

analysis of the career patterns of the 15 members of the 

Stelco board was undertaken. Of the 15, three were~ officers 

of Stelco: V. VI. Scully, Chairman of the Executive Com-

mittee (since retired--H. M. Griffith was moved to this 

posi tion in 1976 ) ; H. Itl. Griffith, Chairman of the B,oard 

(a position held in 1976 by J. P. Gordon ) : and J ,. p. 

G.ordon, President and Chief Exec:utive Officer. 2 The dire,c-

tors were compared along several dimensions, beginning with 

education and specialized training and rela ting this to 

career pattern and probable social class origins. ~~e in­

formation is summarized in the following chart., which also 

indicates each director"s t -otal nUi'uber of direc:torships and 

their dominance, as well as total financial directorships, 

for reasons which will become apparent.) 
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TABLE 6 - 3 

SUl"lHARY OF INFORl:1ATION Oil 197 3 STELCO DIRECTORS 

I "OUTSIDE" DI RECTORS 
Total No. Finan- Education 

Name of Director Chief Occupation 1973 Dir'ships"'( cial and 
(No. dominant Dir t ships Degrees 
in () ) 

Brmvne, H. H. Chm., Hoore Corp. 6 1 B.Comm . 
(Domi nant) (2 dom.) Queen's U. 

Campbell, A. H. Chm . , Sun Life 11 4 Inverness 
(Dominant) (5 dom.) Roy .Acad . 

U.Aberdeen 
N.A. f.1aths 

Gibson, J. D. Chm. Consumers Gas 12 4 Upper Cda . 
(Dominant) (7 dom.) Coll. 

& self - emp loyed: U. Tor. B.A. 
fin . / e C OIl.. consu 1 tan t 

NcHa s ter, D. R. Partner , NcMaster, 5 2 :t-lcGill U. 
He i ghen, Hinnion (4 dom.) La"\-l 
e t al . 

HacIntosh, A. J. Partner, Blake, 11 2 Dalhousie U. 
Ca ssels & Graydon (5 dom.) B.A., LL.B. 

Hanning , E.C. Pres. , M & M Systems 9 2 no univ . 
(Senator) (3 dom.) 

r·lanni:K, F. C. Chm . , Hannix Co. 2 1 U. Al ta. 
(1 dom.) U. B.C. 

- - - ---

*excludinQ Stelco - -- -- - - - - ~ - - - -

! 

Fe11o'i'lships ?robab1e 
0: Profess. Class of 
Honours Origin 

- Niddle 

F .LA. Upper 
(actuaries) !-fiddle 

F. S.A. 

- Upper 

Q.C. Upper 

Q.C. Hidd1e 

D.U.C. - Ca18.U. Hiddle 
Comp .Order Cda. 
LL.D. - Al ta., 

Le th. ,BeGi11 U. 

- Upper 
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Teble 6 - 3 
t'Clme o f Di r ectorj Chief Occupation 1973 

J. HcA.fee Pres. ) Gulf Oil Cda. 
(Dominant) 

Rolland, L. G. Pres. , Rolland Paper 
(Small) 

Smith, H . G. Dir. ) Brinc o 
(l'iidd1e Range) 

Chemistry Prof. 
Thode , H. G. Hd 1aster U. 

('69 : Pres. & V.-
Chancell.) 

Young, H. H. Pres., The Hamilton 
Group (assets< 50m.) 

II II INSIDS" DIRECTORS 

Scully, V. H. Chm. , Exec. Comm. 

Griffith, H . H . Chm . of Board 

Gor don , J. P . Pr es . 0: C.E.O. 

Total lJo . Finan-
Dir ' ships ci a1 di r. 

4 1 
(2 dom.) 

18 3 
(7 dom.) 

12 6 
(4 dom. 

4 1 
(0 dom.) 

6 2 
(2 dom.) 

2 1 
(2 dom.) 

7 1 
(2 dom.) 

4 1 
(2 dom.) 

Edu c a t ion 6: Fellmvships 6: 
p 

Probable 
Degrees Pr ores:; . Honour:; ' Clnss Origin 
H.LT.; 
U. Texas; - Upper 
BSc. ; D.Sc. 
(Eng.) 
(Bus.) 

Loyo11a, Civ il Eng . Upper 
Coll . Br ebeuf D.Comm. Sc.-
U. Htl.; U.}itl. 
B.A., B..t\Sc. 
(Eng .) 

Ox ford C.B.E. Upper Biddle 
(Chemis try ? ) F.C.I.C. 
U. Sasle.; C.C.; F.R.S. 
U. -Chicago FRSC, FCIC !'liddle 
BSc., USc., DSc. (Hon.) 
PhD. 7 univ1s. 

LLD. Sask. U. 

Roy. Hil.Coll - Upper 
U. Tor. 

Trini t y Coll F .C.A . (acct.) Up per Hiddle 
Dublin C . H.G. 

Ch . Account' t . 
Ch ic.Tech.ln st. r esearch lliddle 
His50uri Sch./ <:mards: 
Hines; Harvard metals 
Bus .Sch. (Eng' . ) 
U. Tor.) BSc.\ Eiddle 
Harvard - Bus. -

( En o; .) 1 
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The two insiders, Griffith, and Gordon, share a 

number of aspects in common with some of the outside direc­

tors--Campbell, Bro\hme, filcAfee, and Smith. They all have 

had their mobility within the same company, beginning at 

an early age in lower positions and taking at le as t 20 years 

to reach the presidency--they were allover 40 years of age 

when they reached it. All were highly trained, specialists 

and/or with university degrees, And all, with the excep­

tion of Campbell, were of middle c:lass origins, 

These directors differ significantly, however, i n the number 

of directorships they hold, and also in the number of finan­

cial directorships, It will be recalled from Chapter J 

tha t financial institutions and financ i.al directors would 

appear to be at the centre of the capitalist: system and 

that, there f ore, those who represent financial institutions 

are potentially more powerful. Campbell is one such repre­

sentative, holding eleven directorships , including five 

dominant c:orp orations; four are financial directorshi"J s" 

Al though not an executiva of a financ ial ins titution, Smith 

holds six financial directorships, Although McAf-Be, the 

American on the board, has only one financial directorship, 

he represents an important conta ct with a dominant American 

c:orporat ion. Thus, only Browne, Gr i ffith and Gordon would 

appear t~ be similar in terms of the nature of the ir direc­

torships, each has directorships on two dominant 
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corporations and one financial i.nstitution. The backgrounds 

of these directors will be examined in detail. 

Unlike Scully (who: will be discussed a long with 

two other "elite -:switchers" on the 1973 board), the other 

tv.,ro Stelco exp.cutives come to the corporate world with 

technical spec'ialities (engineering). C:lement (1975: 173) 

points out that those elite members with technical 

specialities have declined in proportion to other elite 

members over the years, holding fewer dominant director­

ships, and suggests that this declining proportion is a 

refle ction of the fact that technical t ra ining a ctually 

"blocks " elite advancement, that "lawyers now tend to have 

taken over the more generalist role once held by the tech­

nica lly trained people." (: 176). Altho_ugh, as ca n be seen 

in the career avenues table in the previous section, those 

on the Stelco board with engineering specialities have been 

rather prevalent since 1940, so have those with l aw as a 

specia lity. Law, like accountancy, commerce and the M.B.A. 

de gree, are closely related to the needs of modern corpora­

tions; indeed, both Griffith and Gordon later supplemented 

thei r technica l tra ining with business administra tion 

courses appropriate to senior management . Both had to ge t . 

over their technical "block" before advancing further (this 

was also true of McAfee , who also had hi s engineering 

spec· al·zation"laundered" by business courses ). 



Griffith began his Stelco career after a brief 

period of employment in Bethlehem Steel and Jones & Laugh­

lin Steel in the U.S. (approximately five years in each), 

and entered Stelco in 1936. as a metallurgical engineer, 

rising through the ranks to become Works Manager and As­

sistant to the President, Operations, in 1953. He became 

president in 1966 at age 62. 

After graduating as a mechanical engineer in 1943, 

Gordon joined Stelco in 1946 as a "grad trainee,,4, rose in 

1963 to the level of Mill Superintendent and in 1964 t oo 

Vice-? resident I;lanufaC'turing . He was appointed President 

in 1970 at age 50. His business courses at Harvard were 

undertaken in 1966, an indication that he was thought to 

be well on his way upwards, since these kinds of courses 

are usually sponsored by the company. 

McAfee of G.ulf Oil graduated with a number of 

engineering de grees in 1940 and took an executive business 

course at the University of Pittsburgh in 1952, about the 

t i me he was occupying the position of Associa te Director 

of Research and a Vice-? resident. The son of an oil 
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executive, McAfee had worked briefly as a research chemical 

engineer for an oil products company in 19'+0 and on a war-

time pilot plant development before joining Gulf in Port 

Arthur, Te xas, in 1945, as a technical specialist. He was 

moved tw'ce, each time rising, until during h's tenure a t 



Gulf, Pittsburgh, he was appointed Vice-President, Tech­

nical Advis or, in 1960; in 1962, he was a senior in? of 

their eastern divis ion. Following his tenure with Gulf, 

U.K. he was appointed to Gulf Canada (then B.A. Oil) as 

Executive VP and Director in 1967, and Chief Operating 

Officer in 196'8. In 1969 , at age 53, he became President. 

(and has since- been promoted to the U.S. chairmanship). 

H. Greville Smith, educated at Oxford University, 

began his career in a company which is noVi part: of the 
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U.K. multinational, Imperial Chemical Industries (the parent 

of Canada'~ CoI.L.)o He was posted first to New York, and 

then in 1932, to G.I.L. in Canada, in charge of the Chemical 

Development Dept •• He rose to. become a Vice-President in 

1939 and became C.I.L.'~ president in 1951 at age 49. 

After an una ccountabJ.e time gap, he is encountered again as 

a director of Brinco. in 1969. With his directorships and 

foreign contacts, it is unlikely that he was elected t :o 

that position by virtue of his expertise in chemistry. 

Campbe ll, with a maths speciality has, however, had 

actuarial training, which is directly related to the in­

surance business, and so properly begins a discuss ion of 

those directors with business-related skills. The others 

are Browne, with a Commerce de gree, and the lawyers McMaster 

and MacIntosh. McMaster, although a lawyer, is of course a 

third genera t' on e-li te member, as is Rolland a fourth 

I 
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generation elite who" als o happens to have engineering 

training. These cases, along with that of Mannix, will be 

discussed separately. Scully has business-related training 

but will be discussed in the context of "elite-switchers, " 

along with the science specialist Thode. 

Clement (19751 177 ) points out tha t in 1951, only 

45% of financiers and financial executives attended uni.­

versity--bank executives in particular tended tD become 

elites after a "long crawl" from. teller "s cage to board­

room; such was the case for G. A. Hart of the Ba nk of 

ivTontreal, who had left: the Stelco board just. prior to 1973. 

It was not the case for Campbell, with an M.A. in maths and 

an actuarial fellowship. Campbell "s career has, however, 

been entirely within Sun Life, starting in 1928 as an 

actuarial clerk and reaching the position of V7P and Ghief 

);'ctuary in 1954. He became president in 1962 at age 50, 

taking 34 years for his "long crawl." 

Clement ( : 178,) notes the high proportion of current 

elite members in the financial category with private-school 

attendance 0 Campbell attended the Inverness Royal Academy 

Which, in the 1920"s, was probably an equiva lent British 

upper-clas s enclave. Director Gibson also attended a })ri­

vate school--Upper Canada College. Gibson began his career 

as a stat"st"cian in the Bank of Nova Scotia, and after the 

war years, w nt on to become Executive VP and Deputy Cha "rman 



342 

thirty years later, before resigninG to become a self­

employed economic and financial consultant in 1965. He. has 

since taken on a professorship at York University (business 

administration) and also chairmanship of Consumers" Gas. 

In the group of 15 directors, only one has a com­

merce degree, Browne, the Chairman of Moore Corp.. In the 

past, few of the elite had been trained in either this field 

or in business administrati on. Clement- (1975: 181) observes 

tha tit is the "·~1.ew breed " ~II , which tends to be more oriented 

toward commerce than 20 years ago. Thus, Browne "s educa ­

tiona l background was more rare when he acquired it (born 

in 1901, he is in the age group as the older members of the 

board) • Clement (: 182) finds that most of those in c:ommerce 

now tend to be younger than the r.est of the elites and most. 

of high- class backgrounds. Browne attended Queen "s Uni­

versity for his degree, at that time clearly an upper-class 

establishment~ , He began his career as a cashier at Gulf 

Oil Canada (then B.A. Oil ) in 1923 and two years later, 

worked at Goodyear. He joined Moore in 1925, position un­

known, but by 1955, he had risen to V? and Secretary. 

He beca me President in 1962, at a ge 61 --the oldest of those 

discussed so far to reach an executive position. 

Those with law degrees in their educational back­

ground are D. Ross McMaster and A. J. lVlacIntosh. 

Clement (1 180 ) found that. all the lawyers studied received 
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their training in Canada, with half attending Osgoode Hall, 

one -fifth at the University of T.·oronto or I'!IcGill, and that 

Dalhousie, Manitoba, Laval and Montreal univers ities were 

also important. Many (24%) of the lawyers in the economic 

elite, according to Clement (:179), now come through cor­

porate legal departments, compared with only 9% in 1951, 

suggesting that law is beinG used as a generalist educa-· 

tion related to corporate careers rather than private prac­

tice. Pr acticing lawyers, unlike those employed within 

corporations, tend more frequently t :o be upper-class in 

or igin (:1 80 ). Such is the case for D. R. fiieI\laster , who' 

received hi s de gree from McGill and is, as was already 

noted, de scended from. a line of Steleo-related McNasters. 

hiacIntosh, who. received his law degree from. Dal­

housie, appears not to be of upper-class origin, but, a 

Gold Me dallist in his class of 1942, he began his career 

reading l aw with the Deputy Attorney-General of Nova Sc.otia 

in 1947 and in 1948, Joined the Toronto law firm of Blake, 

Anglin, Osler and Gassels (the partnership has since chaneed 

to Blake, Cassels and Graydon, and director Graydon, T';lae'In­

tash "s senior, was on the Ste lco board until 1972 when 

I,:aclntosh took his place). The" Osler" of the law firm "s 

name is the same Osler of the eli te baelq~;round already 

desc~ibed; Glyn Os l er was on the Stelco board from 1937 to 

1949, and Graydon from 1955--thus is Mac'Intosh in the direct, 
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line of "descent by association." Although Graydon appears 

to be of upper-class origin (he attended Royal Military 

College, the University of Toronto schools and Osgoode 

Hall Law School ), he, unlike r.,.laclnt osh , had few dominant 

directorships. macIntosh. had five in 1973, and two finan­

cial directorships; Graydon in 1969 had only one dominant 

directorship and no financial directorships. As director­

ships held by Graydon in 196.9 appear not t .o have been tr.ans­

ferred to MacIntosh, it may be concluded that Stelco has 

ga ined a valuable asset on its board. MacIntosh I·S im­

portance derives front his association with a law firm which 

has for a number of years been Stelco·I·s solicitor, and 

through that, valuable contacts. 

D. R. I';IcMaster, on the other hand, in.h.erited his 

fa ther "s most important dire ctorships--Bank of Montreal, 

Sun Life, Cominco and C.I.L. (D. R~ sits on the board of 

I.C.I. of Canada ) , and of course, the Stelco direct.orship 

in 1962 after his father'~ death. His legacy also included 

over 50,000 shares of Stelco stock. AlthOUGh D. R. McMas­

ter was 53 years of a ge when he became a Stelco director, 

his career could hardly be characterized as a "lone; crawl," 

due to his inherited position and his law partnership. 

As was noted in Chapter 3, McMaster "s partner Meighen sits 

on the board of an inst.i tutional shareholder of Stelco. 
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The next g-.coup of Stelco directors to be examined 

is a seemingly heterogene ous group, consisting of F. C. hlan-

nix, who attended two western universities but does not 

appear to be a specialist; W. H. Young, who attended Royal 

1','lili tary College and the Uni versi ty of Toronto; and the 

only French-Canadian on the board, Lucien Rolland, who be-

sides obtaining an engineering de gree from the University 

of Montreal, attended Loyola and the College Jean de Bre­

beuf. All three have in common, however, their sta tus 

derived from kinship and family capitalism. 

Clement (:315) points out the importance of the 

classica l col le ges for French-Canadic,n elites, as they a re 

the equivalent of the Anglo private school; 

"provi ding the asp iring elite with a total environ­
ment for usua lly eight of the most formative years, the 
sons of the upper class a re taught. the values appropria te 
to their position" (:246). 

The College Jean de Brebeuf is one of particular importance. 

Like the members of the elite Simard family, Rolland ha d 

the advantage of classica l college, as did his predecessors, 

Jean and Stanislas Rolland, the two sons of the founder of 

Rolland l-'aper . 

Lucien Gilbert Rolland, who began his career in 

1947 as an engineer with Rolland Paper , Mt. Rolland , Que ­

bec , represents the fourth generation of Rollands in Que ­

bec. Although not a great-grandson of the founder but 

probably a nephew of one of the founder "s grandsons, he 

inherOted the presidency of Rolland in 1952, probably 



because there were no suitable closer-related successors. 

Rolland Paper is listed by Clement (1975) as being "small", 

but Rolland Paper ov·med three othe r paper companies and in 

1974 or early 1975 acquired yet another, all in the fine 

paper speciality. 5 Rolland Paper is not. so unimportant 

as to be beneath the attention of other elites--in 19?5 

the president of Canadian Liquid Air was appointed to its 

board. 6 

The predecessors of Lucien Rolland had been quite 

well ]mown locally, beine; quite active in politics both 

municipally and in the Quebec legislature, and one of the 

founder "s daughters had married J. L. Archamba ult, a noted 

Montreal fi gure, and another married R. Prefontaine , a 

Montreal advocate and member of the Quebec assembly for 

Chambly and Hochelaga mayor. The founder "s sons were in-

volved in the Canadian Manufa cturers Association and s a t 

on tlle boards of financial institutions as well as be ing 

politically ac tive, as was one of their sons who be came 

he ad of Rolland Paper in the generation preceding Rol­

l and,? Rolland was noted as holding 18 directorships, 

many in dominant corporations ; he is also interlocked with 

other Stelco directors including Stelco "s president, on 

four of these boards, He interlocks with the Simard in-

terests on the Power Corporation Bathur t board, and as 

also noted, sits on the boards of corporations with 



international connections. Thus Rolland "s i mp ortance as 

a "go-between" in Canadian-forei en c·on.Ylections and between 

the Anglophone and Fr ancophone communities must be at-

tributed to the collective and cumulative results of his 

r e lative s. His company may not be important now--his 

connections are . 

Frederick G. Mannix, a we s terner, s t art ed his career 

as a partner in F. jl'iannix & Go., C'algary, in 1935 after his 

uni versi ty educa tion, and became president_ in 1944 at age 31. 

This makes him the youngest of the St elco board vlhen he as-

sumed the presidency of a company; the next youngest is 

Lucien Rolland , \vho. was 36. Mannix credi ts himself with 

having "pioneere d coal stripping in Canada" and as a 

"builder of numerous hydroelectric power projects, rail-

ways, pipelines and highways o" The firm appears to be an 

arm of an already established regional elite family, al-

though nothing is known of Mannix "s fa the r "s background. 

A newsl)aper a ccount of the ef.forts of Loram Co. 

to capture 90% control of Pembina Pipe Line Ltd. (Lor am. al­

ready owns 51~~) notes tha t the Mannix f amily controls Pem-
8 bina thrOUGh their holding company, Loramo The article 

a l s o goes on to s tate tha t . the family controls a number of 

other com;Dani es i n c'onstruction and c'oal (an examina tion 

of LoraIn "s annual report reveals that it counts among its 

assoc · a t d companies Empire Development, Ex l oram Minerals, 



Gregg River Resources , J. L. E. Price & Co., Manalta Hold-

ings, Manal to. Goal, I'IIanar ]( Industrial Sales, Loram l,:ain-

tenance of Way, and Techman Ltd., be si(~es Pembina , all in-

volved in a number of he avy construction, pipeline, rail-

way and mining projects ) . It would seem that Mannix built 

on the resources acc~ulated by a pr evi ous genera tion. 

His importance to the Stelco board would seem to be as 

a "western connec~ti on" , particularly with the oil and gas 

industry, as his only important directorship is the Royal 

Bank. 

William H. Young, whose education, it was noted, 

included Royal Military Colle ge , is a member of t he local 

Hamilton elite. The Hamil t on Group (previously the Hamil-

ton Cotton Co~ ) is listed by Clement (1975: Appendix ) as 

beinG relatively small. However, it is als o a holding 

company for a number of busines se s unrelated to tex­

tiles 9--through a set of companies , William H. Young Hold-

ings Ltd ~, Allan B. Young Holdings, and David IiI. Young 

Holctings own Vernon Holdings, along with Georgina B. Woods 

Hol dings . Vernon owns Niagara Internationa l Centre and 

Yorkvale Ltd. ; Yorkvale in turn owns the Hamilton Grou:;? , 

whose holdinGs include a bus iness equipment company, fi-

nance companies , a leasing company, a dental s upply com-

pany , and Cosmos Imperial Mills. The other owners of 

Niagara Int rna tional are Niagara Vlire Vleav· ng Co., and 



Prince Investments. Prince is an O\lmership vehicle for an-

other local Hamilton elite family, the Pigotts. 

(\lilliam Prince Pigott was one of the contractors who built 

the Toronto-Dominion C:entre, and his brother Jean Ja cques 

Pigott, is a director of the Southam companies; the ? igotts 

recently constructed the S-oectator Building, and in the past 

constructed Stelco "s and Atlas Steel "s strip mills).l a 

William H., Allan B., and David I,'l . Young are brothers, 

sons of James Vernon Young and Wilmott Maud Holton, daughter 

of another local textile mill owner of Yotmg"s day. 

James Vernon YounG and Allan Vernon Young , executives of 

the Ha.milton Gotton Company and Cosmos Imperial Mills, were 

sons of the founder of the Hamilton C,otton Co. (1880).10 

Doth of the third-generation members of the Young family re-

ce i ved similar upper-class educations. Young "s presence on 

the Stelco board brings to mind the local elite g.coup which 

took char ge of Stelco "s predece s s or , Hamilton Blast Furnace, 

but YOW1g"S directorship is not merely a nod to tradi­

tion--he holds two dominant directorships: Gulf Oil and Na­

tional Trust. 

The last set of directors to be discussed provides 

a lead-in to the question, addressed in the next chap ter, as 

to how much elite contact there is between the corporate 

world and the political and out of that, how much influence 

can be exerted by corporations such as Stelco. Senator Ernest 
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f,1anning is the more prominent "eli te-swi tcher" of the Stelco 

board. Although he apparently ha s had no university educa­

tion and his class orielns are unknown, he began his career 

as Provincial Secretary and Minister of Trade and Industry 

and moved through a number of top-ranking provincia l po­

sitions to become Premier of Alberta in 194J to 1968. 

He has been, since then, President and principal consultant 

for TIT & M Systems Research and has to his credit publica­

tions such as "A Strategy for Organizing Resources to 

Achieve Social Goa ls", He is a lso a member of the C.anadian 

Sena te (sin ce 1970); in 1967 he was a member of the Canadian 

Privy Council. His Stelco directorship dates from 1969, one 

year after he entered the corpora te Vlo r ld. 

IvTannine; may be said to exemplify a new trend s ince 

1951, which, according to Clement (:260 ) , is towards more 

movement from the state elite to' the c.orp orat .e world (in­

stead of the reverse, economic elite members entering the 

political world at levels below elite, which was more or 

less the case for Scully). Clement goes on to sugge s t . 

tha t althout;h it is unclear how much power such elite­

switchers have once they enter the corporate boardrooms, it ­

is clear th C'. t they ca rry with them, important contacts , and 

help to leGi timize the activities of corpora tions ( :210). 

Clement (:26J ) also points out the importance of 

Crown Corpora tions, Royal Commissions, and government boa rds 
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and commissions such as the National Research Council and 

advisory boards in establishing contact and information­

flow between the two sets of elites. The Second Vlorld '.-.Tar 

als o did much to establish that relationship through such 

orc;aniza tions as the Viartime I11dustries Control Board and 

the Pri ces and Trade Board, and many ex-Howe men follovled 

their leader into corporate boardrooms when the Har was 

over (:261 ). Some of these points are illustra ted in the 

pers on of two current Stelco' directors, Scully and Thode. 

Scully, educated in Dublin, is a chartered ac­

countant in Glar](son, Gordon et al ~, Toronto; he was also 

a director and secretary of J. D. Woods & Co. and York 

Jilli tting Mills, and secretary-treasurer of Platea u Co., 

all of Toronto, between 1925 and 19La 0 Vl oods was a firm 

of manaEement consultants. During the war years, beginning 

in 19}·H, he was President of \lar Supplies Ltd. for the 

Canadian government in Washington and President of Victory 

Aircraft. Between 1945 and 1951 when he joined Steleo as 

Comptroller, he was a vice-president of the National Re­

search Council, and Deputy Minister of the Departr.lent of 

Rec:onstruction and Supply, and of the Department of National 

Revenue (Taxation ), Ottawa~ Six years after j'oinine; Stelco, 

he became its president • . 

Direc:tor Thode, while not apparently important for 

any of his corporate direc.torships, was a member of the 



Defense Research Board between 1955 and 1961 and on the 

board of gove rnors of the Ontario Research Foundation and 

the N2.ti onal Research Council~ He was als o involved with 

At omic Ene r gy of Canada since 1966 (during the Vlar he was 
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a research officer for the N.R.C. and Atomic Energy divisions 

at I'.lontreal, Chalk River and P'..alnil ton) • Undoubtedly hi s 

govermnent contacts are useful if only from a technica l 

standpoint , but Thode may also be class ified as an "ex­

pert, " hav inG to his credit a number of imp ortant science 

fellowships and publications. However, the publicati ons 

do not appear t o be r.elated to ferrous metallureY. 

Stelco established a Chair of Me tallurgy at 111cr;laster i n 

1959, ten years before Thode joined the Stelco board, but 

Thode come s t o Stelco after a series of administrative p o~ 

sitions at that university and not directly from a govern­

ment position (although he has been a director of Atomic 

Znercy since 1966), so it is di f f icult to a ssess whi ch is 

the more i mport ant of Thode "s contributions to the Ste lco 

board. 

It is apparent from the precedinG detailed dis­

cussion tha t each director brings with him certain resources , 

either in t erms of expertise , corporate or goverrunent con­

t acts , or both. It is also apparent tha t their ba clccrounds 

and class origins are not all the same. Before proposing 

how variou~ indica tors may be assessed in order to attempt 
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a very general ranking of directors by deg.cees of elite 

power , it is necessar;y to suggest some answers to the ques­

tion of wha t - " division of labour" is involved between " in-

siders " and "outsiders " on a corporate board (realizing, 

of course, that the ma Jority of these "outsiders" are als o 

" insiders" within other corporations). The question con­

cerns that of the role or functi on of the two classes of 

director. 

The thesis suggested by Stelco,11 is tha t the board 

performs the function of "representing the shareholders and 

controllinc; major management decisions, even though it does 

not ''manage the affairs of the c'ompany" ••• " . The "board " 

scrutinize s the approved management recommendations in the 

genera l areas of majbr structural, goal, or developmental 

chanGes; financial affairs: and selec.tion, appraisal and 

(if ne cessary ) remova l of management including officers. 

The "board," Stelco quite candidly states, has the powe r 

of veto. 12 The company appears to distinguish between 

"management" and "board" but does not explore the differences 

in function bet-ween company "managers" (senior office rs ) .Q1l 

the board and other directors. 

In fact, t he func tional differences between " in­

siders" and "outsiders " on a corpora te board are really an 

extens ion of the functional differences cre a ted by changing 

size and ·ncreasing administrative sophistication as firms 
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grow , engage in a wider sphere of activity, and seek more 

control of and lmowledge about their operations. Even sheer 

size alone, a s firms evolved, became pro"81ematical for small 

family groups and quite early on in business history, com­

panies came to be administered by professional manaGers; 

hence the orir;in of the "managerial revolution" thesis dis-

cussed in Chapter 1. Arising from. this, as Chandler 

(1962: 37) points out, was the creation of formal organiza-

tional structures with lines of authority and commlmication, 

beginning with the line-staff distinction. Chandler ob-

serves tha t the Pennsylvania railroad wa s 

"one of the very first American business enter-ar i ses 
to make cle ar the important distinction between the duties 
of a vice-president and a gene r a l manager in charge of each 
ma jor activity." (:39). 

Many corporations evolved t.o the "centralized, functionally 

departmentalized" structure and others went beyond this t :o 

the "mult idivisional decentralized" str.ucture. But the 

i mportant point which Chandler (:11) malms is that. regard­

less of which organizational structure is used, there is a 

distinction made between policy f ormulati on and implementa-

tion, that is, betvveen strateGic or long-term decisions and 

tactical or day-to-day decisions--in short, between "entre-

preneurial" and "opera ting" decisions. Chandler does not 

extend these distinctions to boards of directors, but a t a 

higher level of generality it can be said that they exist 

there as well. This observation needs to be expanded. 



.?itch and Oppenheimer (1 970: 111:81-86 ), drawinG 

on studies by Juran and Louden (The Cor-r)Qr8.t e Director, 

1966 ) and the 1953 Na tional Indus t rial Conference Board, 

a rgue that "outsider" domination of com) any policy becomes 

evident as corporations grow to the $50-500 million ass et 

r ange , \,l/i th the increasing need for pub.lic financing and 
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to check the potential power of "non-propertied, hired 

managers. " Interviews conc1ucted by Juran and Louden in­

dicated that in e;iant corpora.tions "board" and "manage­

ment " ma t te rs are strictly separated, b.oa rds retaining some 

powers and dele Ga ting others to the Chief Executive Officer, 

who becomes an important figure in execution of board pol­

icies. The Chief Executive Officer "transl ates objectives 

into strate gies"; the board, although generally more con­

cerned with long-run obj ectives als o ha.s a "say" in some 

short-range ma tters such as capital expenditure pl ans--and 

above a ll, the board ha s the power of the purse. (This is, 

of course, of particular importance not only if th e corpora­

ti on is to pursue policies which maximize its profits but 

also due to the need for control by externa l sources of 

financinG espe cially during periods of hi gh i ndebtedness ) . 

An indicator of the importance of outsiders on the 

board appears t o be "the continuity- of institutional in­

terests on the boa rd that outl asts any s pecific CEO." (: 85 ) . 

In the ca se of Stelco ., this continuity has already been 



demonstrated in C.hap ter 3 (the financial institutions) and 

in Chap ter 4 (certa in configurations of corpor a tions , 

especially those which appear ta be rela ted to financial 

interest-groups ). 

An important indica tor of the close co-ordination 
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of the" insiders "~II activities with the objectives of the 

board ma y a lso be the executive cornnittee of the board 

( t his divis i on of l abour within the board lS somet i mes per­

formed in l arge multinational s by the finance committee). 

J. ? ~ Gordon state d that Stelco."s executive committee, 3.1-

though meeting " irregularly" (not "infrequently", it should 

be empha sized ), is the body 

" that ca n pasf3, beca us e of the very rapidly chanGing 
economi c conditions , we use Ot1r executive committee as a 
gro up which we ca n get together quicl<:ly to sound out par­
ticula r pro~) osals." 13 

The executive commi ttee,"s powers, liJ<:e most such bodies, 

are subject to ratification by the whole board , but as 

Younger, Ste lco "s legal c,ounsel (an "inside" man ), pointed 

out, the a ctions of the executive cornmi ttee le gally do not, 

have to ha ve such r a tifica tion--they are given full power to ' 

. . . 13 
act In be twe en boa rd meetlngs . 

The relative l) OWer of "outsiders" ms.y be gauged , 
J: 

therefore. by membe rship on Stelco "s executive commi ttee .• 

In 1973, besides the three "insiders ," t he members were 

'.I. E o, Browne (Moore Corp~), A. M. Campbell (Surl Life ), 

J. Douglas Gibson ("'indep endent" a nd chairman, C:onsumers 

Gas ), and D. , R~ Mcl'ilaster (who counts among his dominant 
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directorships t he Bank of Montreal ). Referring back to 

the summary chart of information on Stelco directors in 

1973, it can be seen that not all of those directors with 

a large number of direct.orships or even a large number of 

dominant directorships are on this important organ of the 

board. The sig~ificance of this groupine is not readily 

apparent--although Sun Life. and the Bank of Montreal are 

in the same interest group, Brovme is on neither board, nor 

is Gibson, although Brovme, Scully and Gibson come toge ther 

on the board of hIoore Corp ·~ . (but Browne "s ban~1{: direc.torship 

1S with the Nova Scotia). Gibson "s financial directorships 

are Imperial Life (probably Bank of Montreal interest group ) 

and National Trust ( Imperial-Commerce interest group ). 

Griffi th is on the board of the T.oronto-Dominion Bank, and 

Gordon on the board of the Bank of I'ilontreal. Thus, four 

of the five dominant banks are represent ed on the executive 

committee (and, taking into account the rela tionship between 

Impe rial Life "s ovmer, Power CorrlOra tion, and the Roya l 

Bank, the Royal is also indirec tly represented, although 

this seems less c1ear-cut)~ If the interpretation in 

Table III of Chapter 3 is correct, four of the six members 

of the exec'uti ve committee bring toge ther Bank of Montreal 

linkages: II'lcMaster, Gordon, Scully, and Campbell (the 

Montreal plus Sun Life and Royal Trust), while the other 

three d"rectors bring in the interests of the other bank 
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groups through interlocks 'wi th the first group . 

If this interpretation is correct, however, it does 

not minimize the imnortance of other directors, but merely 

underlines the specificity of certa in interests oVer othe rs. 

The relative y ower of the Stelco executives as a group still 

rema ins a s enarate question, and it is at this point tha t 

the specificity of interests appears to be replaced by the 

broader interests of the capitalist class as a whole, since 

it is the wide sphere of contact of the "multiple direc­

torship holder," to use Clement "s phrase (1975: 212 ) ,14 which 

a p:pears to give unity and direction to such a broad co-

ordination of cap italist interests. This method of stratify-

ing elites may be assessed for its usefulness in arranging 

the Stelco di rectors in a hierarchy of pOVler and ir!lportance. 

To classify directors by a ctivity (functional or 

t ask different i at ion ) as Clement ( z210-212 ) suggests appears 

to be another better way of ranking Stelco board members, 

since I.1cI.1aster may be called a "wealth elite, " and there 

are "honourlfic " and "expertise " elites on the board , but 

the l ast category, that of an elite of managers who them­

selves do not have ma jor holdings in corpora tions for which 

they worl<:, is problematical. AlthouGh the " insider" Stelco 

shareholdings are ]mown for all Stelco directors, this will 

not suffice to classify those who are employed by other 

corporat ions , since insider shareholdings i n all the other 
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corporations Vlould als o have to be c.ompiled. The ca te gory, 

a t any rate, would se am to apply more to those who s e prin-­

cipal affiliation is with a smaller or more closely he ld 

company; in the case of Stelco, therefore, Mcfl"Iaster as a 

member of a wealth elite put besi de the giant institutional 

shareholders is but a dwarf. This method of classification, 

however, t alcen in combination with that of the "multiple 

directorship holder" would aplJear to yield a plausible re­

sult. 

Clement (: 212-213 ) sta tes tha t those of the "Top 

lOa" (holding tap executive positions in the l a rges t 

dominant cor:0 ora tions) and those 'v'lho hold mul ti=) le direc­

torshins including more than one dominant ~orporation, may 

be said to form the core of t he economic elite--282 men 

"who, betvveen them, wield tremendous c'orpora te pmver , even 

relative to the other members of the economic elite." 

(: 213). Their movements between dominant corporati ons 

r;ive them Imowledge more extensive t han that of single 

directorshiD holders, and a wide sphere of contact--they are 

rec'ognized as powerful and invited to sit on other dominant 

boards (1 213). The following cate gorizations may be one way 

of ranking the Stelco directors: 



RAI'nCnrG OF ST.:::LCO DIH~Cfi'O~S BY 

Category I - all those who have as their principal affilia­
tion a doninant corpor a tion, have multiple 
directorships, and also have more than two of 
these on dominant corporati ons other than their 
own (Stelco excluded ): 

Cam"8bell 
Gibson-:"" 

C&te r.;ory II - all those who have as their principal affilia­
tion a dominant corpora tion, have multiple 
directorships, but only two of these are on 
dominant corporations: 

Brovrne 
McAfe e -~­
Scully 
Griffith 
Gordon{~ 

Cate gory III - all those whose principal affiliation is not, 
a dominant corpora tion, but have multiple 
directorships of which at least two are 
dominant: 

ncI'Jas t f~ r 
Ha c Intosh 
r,'lanning 

Rolland 
Smith 
Young 

Category IV - all those whose principal affiliation is not 
a dominant cornoration, and have no dominant 
direc'torships: - -

Mannix 
Thode -lrSee reference note 15. 

Referring back to the summary chart on the direc­

tors, it can be seen tha t those in the first cate gory a lso 

have 4 financial directorships, whe r eas those in Ca te gory I I 

have only one o The first J in Category III all have ~NO 

financial directorships, as does Young , but Rolland has three 



and Smith has six . In Category I V, both class i f ied there 

have only one financial directorship ea ch. Thus it would 

appear that financial institutions must again be t a ken into 

a ccount. If financial conne ction s are indeed vita l to the 

functioning of the corpora te world , then the director who 

is well-connected financially would have pov.,rerful conne c­

tions and hence derive power as lia ison--examples are Smith 

and Rolland. 

The ca tegoriz ation s ugge sted above has one f urther 

fl aw--those who were discussed as members of the exe cut ive 

committee, with their fairly cohesive group of c'onnections , 

do no t appear in t he same categories, although if the first 

DVO cate eorie s a re combined they are again united, but 

!'IIcAfee is a lso included. This demons tra tion highl ights one 

important point about the "specific" versus the "general" 

l eve l s discussed In Chapte r 1: those ""ho may be im-aortant 

to the interests of Stelco at its own narticula r leve l may 

not be as important in the over all scheme of the Cana dian 

corp orate world as others. It a lso points out t he meth-

odol ogical problems in going fro~ a ggr egate da t a to case­

specific data . The analysis must end incon clusively , for 

only the players themselves know how the pieces of the 

puzzle fit toge ther. 

Throughout this s ection, a nwnber of theme s have 

been interwoven in the details of directors t , backgrounds, 
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career patterns and special talents--the importance of those 

wi th politica l conta cts and experience, the connections \vi th 

other national and interna tiona l capitalist groupings, the 

desire t .o have contact \<,li th regional groups especia lly in 

rapidly growinG areas and/ or where there are spe cia l in-

dustrial needs, the continuity in terms of c:orporate repre-

sentation on the board despite changes in person..nel, and 

the importance of the financia l nexus in the division of 

functional l abour and power on the board. At a more general 

level, there is the theme of recruitment to the corporate 

ranks of those who through socialization and propensity 

think and perform in ways that further capitalist interests. 

Thus do the institutional and personal dimensi on s of power 

conver ge: men, both crea tors and crea tures of their milieu, 

derive sta tus and pov.,er from c;orporate organizations in 

which their ca reers are embedded or linked, and organiza-

tions in turn are enhanced by the presence of presti~iou3 

and powerful individuals and, embedded in the broader 

economic institutional system, they both strengthen its 

bases . Corpor a tions, thus, in terms of power both provide 

resources and are resources, just as, i n the financial 

sphere , they both cre a te commodities with exchanc;e values 

and £££. commodities with exchange values . All of the se 

aspects are interwoven and complementary--and necessary 

for the cont"nued stability of a potentially unstable system. 



Ill. Cm-;'T1ACT AND C.OiESION: Tl--B ELITE CLUBS 

Acheson (1973: 76) notes the rise of the exclusive 

club, replacing the church fraternity, in almost every com-

munity of at least 10,000 population, by 1910. pn indica-

tion of the rising status of the business group (and, one 

might add , an indicator of its more rigidly defined class 

barriers ), the elite club "represented institutionaliza ­

tion into exclusive s ocial organizations of a wide array of 

recreationa l activities" (:75). More over, such institu-

tionalizati on, althouGh "recreational" in nature, was for 

other ends : 

"The overwhelmine ma jority of the leadinG indus­
trialists of every re gion; •• held memberships in one or more 
such clubs.' 0 • . the true test of status was~. owhether an in­
dus t rialist ••• belonged to elite clubs in several metro­
pol itan centers. " (:76) 

In particular , A.cheson (:77) notes, the interlocked cor-

p orate elite of Montreal and Toronto usually were members 

of the Mount Royal and St. James "s in IIIontreal, OttaVla "s 

Rideau, and the Toronto and York. 

The elite club, as exclusive preserve 0: those v/ho 

had "made it", i s a marker of s t a tus. But the club pe rforms 

other func t ions as well. One important function is tha t of 

the opportunity membership gives to busine s smen (and to 

~) oli ticians ) to make C'ontact outside the corporate boardrooms 



with other businessme n and with those vital to his a ctivities. 

As Clement (1975 : 247 ) observes: 

""the club" is a meeting l)lace, a social cir cle, v/here 
businessmen can enter·tain and mak~ dea ls. It serves as a 
ba.d;e of "social certification" but is more , in that ':the 
club ' : is a Dl.ace where fri endshiDs 8.re established and old 
rel a tionships nourished. A DerS~)n "s "conta cts " a re im­
portant in the corpora te world be ca use they affect the 
ability to have ac cess to cap ital, to establish joint ven­
tures and t o enter into buyer and seller relationships with 
the men who control the nation "s large st corpora tions. 
To participate in the club life is to be known "by those who 
count' and, moreover, to have their sons Imown." 

The elite clubs which count among their members many of the 

most imDortant of the nationa l economic elite "enable elites 

to transcend ]Loca l and regional class systems " (:24J ), estab-

lishing a broader base of con tact and opp ortunity. 

Nor are these the only functions of the elite club. 

They are part and parcel of the compl ex social process by 

which elites are socialized intcr the shared value-system, 

expectations, and standards, thus furthering the process be-

gun by similc .. r social origins and career experiences. It is 

no a ccident tha t, a s C. Wright Mi lls (1 956: 28J ) puts it, 

" The highe r members of thp. military , economic, and 
Doli tical orders are able re adil v t o t a};:e over one another "s 
p oint of v iew , a lways in a symI)athetic way, and ofte n in a 
ImO\"'led f~e able way as well. They define one another as amonc 
those vIllo count, and who, accordingly, must be t aken into 
a ccount , _, • If there are no common ideals and standards among 
them th0.t a re ba sed upon an explicitly aris tocratic culture , 
t hat does not mean tha t they do not feel responsibility to 
one another, " 

But i t goes much farther than this: elites feel "respons­

ibili ty" for other members of their s ocial c:ircles, but al 0 
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for their class and for "their" system--theirs is the al­

most reflex acti on to defend the system to which they are 

committed and in which they find their being and well-aeing, 

and at no other time is the me anine; of "cla ss consciousness" 

brought home quite so forcefully as when there is a threat 

to the very foundations of c2.pi talism. Politicians and 

military men a re no less committed to maintainine; tha t 

system than are businessmen but it is the l atter who are at 

the centre in a rticulatin8 it--in both senses of t he 

vrord--explici tly and in their day-to-day activities. 

In the boardrooms of dominant corpora tions and on the various 

committees, policy groups and advisory bodies, overall co­

ordination is achieved. But behind co-ordination lie class 

consciousness and cohesion, and these are fostered in t he 

yriva te and intimate surroundings of elite clubs. 

Earlier in the process, those who are selected by 

the up~)er c'l ass to join their elite r anks become co-onte d 

through association and commitment to upper-class life-s tyles 

and va lues; those who have "made it" into the inner circles 

have their self-ima~es further reinforced throUGh a variety 

of a ctivities--social, philanthrop ic, cultural, a s well a s 

the those more obviously related to business, the trade 

associations and government committees. Class continuity 

(and hence the monopoly on the re sources whi ch create and 

reinforce p wer) is ensured, and those formerly of othe r 



than upper-class oriGins may be trusted to recogIlize "l ike " 

and t o close the ranks aga inst those who are not yet or 

never will be like themselve s . 

Glement (:247-249) identifies six "nationa l elite" 

clubs as being the mos t important establishments--51.1 ;~ of 

the current economic elite belong to one or more of them, 

wi th an averaGe of -Q..'IO memberships each. Since many of 

these clubs were established between t he mid-1800 "s and 

t he latter part of that century, those already nar,1ed by 

~che son will be famili ar: the na tiona l elite clubs are 

still the St. J ames '·s and Mount Royal in kontreal, the 

Rideau, the York and the Toronto, as well as the Na tional 

now, In addition , t he mos t . important meetinG- place f or 

the French-Canadian reGional elite is the St o Denis, and 

there are a number of clubs frequented by loca l elites: 

the Hc'1mil ton, the Ha lifax , the Ca l gary Petroleum, the Ranch-

men "s, and the Vancouver. And , of importance as an inter-

national meetin(;-:place for the Canad ian elite is the Cana-

dian Club of New York (Clement, 1975: 2i}9 ) . 

An examinat ion was made of Stelco directors" elite 

club memberships betvveen 1910 and 1973 and it was found 

that nearly a ll belonged to at le ast one national club 

(41 out of a total of 58 direc tors , or 70~ ~ ) ~ Biogral)h-

ical inf ormati on was not available on Sir I an Hamilton Benn, 

or on Da ton. Of the other 15 who ha d no national club 



memberships , only Southam in the early period of the board "s 

history wa s a iTlember of even a loca l elite club (the Hamil­

ton ) ,16 and after 1940, of the seven remaining, Thode, 

hlanning and C~mpbell did not belong even to local elite 

cl ubs. Foley belonged to the Vancouver, and !':IanIlix to the 

Calgary and Petroleum . D. R •. I(civ'iaster inherited his fa-

ther "s important corporate directorships, and als o his 

national elite club membership in the r-.:lount Royal. 

A comparison VIas made between the club membershius 

of the orieina l 1910 board and the 1973 board and it was 

found that where a s in 1910 directors held on the average 

.91 nationa l c lub memberships, in 1973 they held c~n average 

of 1.3. The overall average for the entire 191 0-1 973 period 

was 1.7, and after 1940, it was 1.8, both s l ightly below 

the average for the economic elite a s a whole in 1972. 

Only three directors in this entire period belon~ed 

to the St. Denis, the French-Canadian r egional club: G. R •. 

3all ( 195l~-1959 Stelco board ) , G. A .• Hart (1959-1969 board); 

and Lucien Rolland (1963 to present ) . Ball and Hart were 

both Bank of Montreal executives •. 

Of 58 directors, only five 1n the entire period 

were members of the Canadian Gluo. in New York: Ball (Hart 

was a member of New York"s Me tropolitan ) , H. He Champ and 

H •. T •. D'p ock , both Stelco vice-pres idents and originally 



wi th l)rede cessor comp2..nie s of Ste lco, and , on the 1973 

boa.rd, Frederick Nannix and J. P . Gordon. 

3:) J 

Only eiGht directors in the entire 1910-1973 period 

belonged to the l~milton club, even though Stelco has been 

a most noticeable and notable Hamilton fixture for six 

decades. The ma jority of these eight were Stelccr executives 

with the exception of Jaquays of Ontario Steel Products (and 

formerly ussocia ted wit h I-iIontreal Rolling Mills), and r::a j ~, ­

Gen. , Mewburn, the forrn.er politician. 

Only three directors we re members of local western 

eli te clubs: Hc.~rt, who belonged to the RanchInen I'S, ?oley 

of I','IacLiilJ.an :aloe j el (the Vancouver ), and M8.nnix , both of 

these clubs plus the Ca l cary Petroleum. Hilton. Griffith and 

Gordon of Stelco all belonged to the Union in Cleveland, a 

club of interest to steel exe cutives. 

Of the 58 directors over the entire period, it wa s 

fou,YJ.d that only 19, or Jyj, held memberships in both the 

Toronto and r,1ontreal national elite clubs together. 

The board was examined a t tvvo points i n time as a unit--191 0 

and 197J--and over time , was broken down into tv/o thirty­

year periods corresponding with the pre- 2..nd post-sec ond 

world war period, in order to determine if the numbers 

holding memberships simultaneously in these national clubs 

differed in any sic;nifi cant way. In 1910, the fir s t Stelco 

board, only three direc;tors (275; of the total) had such 



membershi};s: Holt, Matthews, and Harris, all financiers. 

In 1973, 33%, or five of the 15, had simultaneous Toronto­

Montreal memberships: ' Griffith, and Gor.don, two of the 

three Stelco executives; Rolland and McAfee (and it was as­

sUlned that D • . R. hlcTllaster should be included ). 

There was a marked difference between the 1910-

1939 and 1940-1970 period. In the&.rlier period, only 

seven directors out of 26 (or 27~n held simultaneous Toronto­

Montreal memberships, vlhereas in the la t .er period , 11 out 

of a total of 30 (or 37>n did--a full 10 percentage point 

difference. As only G. R. Ball in the l a ter period was an 

executive of a financial institution, the re a son for the 

dramatic increase in this period cannot. be attributed to in­

creasing numbers of financial executives on the board. 

It must be remembered, however, that in the early years of 

Stelco "s history, it was Dominion Steel and not Stelco which 

wa s the dominant steel corp ora.tion in Canada. By the time 

of the Second Vlorld War, Dosco"s position had slillped and 

the other two steel producers lagged behind Stelco. It can 

be interpreted , therefore, that the increas e in directors 

simultaneously belonging to both nationa l clubs is an in­

dica tion of Stelco "s increasing stature within the Canadian 

corporate c'ommuni tyo As a dominant cor pora tion, it wa s able 

to attract lltore high-prestige directors with wider contacts. 

At the same time, Stelco executives were also' gaining in 



status through the status of their company: Hilton was the 

first to become 2. membe r of the Union Club in Cleveland, 

and Gordon became a member of the Canadian Club since 2.S­

surninG the presidency , indicating not only the Growing 

sta tus of Stelco in American steel c ircles , but als o its 

desire to expand the base of its conta cts 0 

An analysis of national elite club memberships 

held by Stelc o exe cutives s hows that becinning VIi th :\. e. R •. 

TkI.b.ster in the early ye ars of the company, almost all of 

conpany "s he ads have held not only nationa l elite c'lub 

memberships but have als o held them simultane ously in the 

Toronto and Montreal c'lubs: r.~cMaster, Hilton , Griffith, 

and Gord on~ , Only Wilcox, in the early years, and Scully, 

in the late period, have not held the simultaneous member­

ships but have belonGe d only to Toronto nati onal clubs (one 

each) and to the Hamilton Club. 

Returning again to the 1973 board as a unit, the 

memberships held by tha t group run the Gamut from the club 

important interna tionally to the Ca na dian elite , to the 

na tional elite clubs both of Toronto and LIontreal, as well 

as the Rideau, to the re gional l"rench-Canadian elite club, 

and the Ca lGary ones, Seven dire ctors a re members of the 

Mount Royal , four of the St. J ames ", tvI/O ea ch of the Na ­

tional and the Canadian Glub, and two of the Hamilton Club. 

All but two' directors of the 15 belong t o nationa l or local 
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clubs , sYld O:lJ.y one o:ftne 13 belonGs -'co no ; :o. t"cor::'l l c lub . 

T~us it would seem t hut Sta lco h~s -'che advantaCG of a bro&d 
, 

::.~anDe 0 ~,conta c t 3 t ' l r 'Ju :;l"l. t >e nn of fici a l 3.ct i vi t ",-'3S of its 

oo e,rd n e;nbers. 

te r~l S 0: a~.l Sts lco di r e ct ors si!-:.ce 1 910 h e.v e "beon d i sC'V. ;.> sed 

a nd and cl:lal y s cd , and t:-H~ i;1timacy of t;'lO .i r socia l i n t e r-

:-:1 i n::;linc n oted , 2S an indication of t11e W2.ys in whi ch t hC:! ir 

si:.1il ;-.ri ty of t y '") c and the ir mutual i ntere sts n(:~: be e:1 -

h2.nce d . Ten of t he 15 di r ectors Vlere Canadia~l -born (t}l r e e 
I 

'.'I~ re born i n t:1e Bri tishl1s18S and two in t he U. S .) ; in 

r e : i c ious uffili~tion as well , the y a re fa irly h OGogene ous 

a::.d r e ) rasen t a tive of the Canadian elite . All but tw o of 

t~ e dire ctors a re aff iliat2 d ~ith 8anad i an cor~ or2.~iOn 8 , 

v.'iti1 otLe r :F,ti ona l el i t:~s in club and CO L1lTl i t t 2e c irc J. 8s , 

t !le y (with t Lo exc8!Y'.:ion of LlcA.fee ) , r e .)rOs 8n t "")a r t 0: t he 

C::m~d i 8.n " ind iGenous eli t e . " 

Des',) i te t he h andi c a:as given t 1',o i nd i ::;er: .. ous t~l i t 8 by 

its l ~t e -blo oQing i n dus t ri a l int e r ests , t he Canadi a n elite 

::l S 8. \":lO J.e de;: l in t he ir ;..lr eas of dor:: i:Fmce f r ou strencth 

b orn of' c ohesivene ss . They a r e a lso i n t e r este d in 2") r e -

s e rvin~ that str2n Gth by c a r e f ully guardin~ entry to its 



i~ner circles, but at the same time must seek to extend 

their ii~,fluence t hrough contflct with international c 2~p i­

t al ist c ircles in orde r to remain close and res~onsive to 

the dyn[~;-ni c centre of t :--te large r syster:: . 

The Canad i an el ite looks to both sides of its 

" North Atlflnti c tri anc;le " for clue s to the state of its 

h eo.l t h \-I;li1e ~) o intedly dr avlinc the bound 2.ries 8.round its 

own s-3ctors of strength . Some on e once remar}~e d tha t 
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"c8?Ji t al has n o n a tional ity." The gesture , t hen , is n ot 

one of na tiona J.i s tic concern but one of ~) O\'i8r. The 

Canad i an steel industry, particul arly Stelco , has proved a 

fertile ground for nurturing t he class consc'~ousness and 

co : .~,: i tl.\e;l. t ne cessa ry f or t he accumulation and retent ion 

of p O'Nere 
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NOTES TO CHAPTER SIX 

1 . Sources fo r biographical information inclu c~e \-:110 ' s Hho in Cat ada, 
C<1:1 a<.1 i.11n 1:1ho ' s Hho, and Canodi<:.n Nen emo Uoaen of t he Time , as Hell 
as ne\olspapcr articles . Thanks goes to nar y fum Daley for u s e of 
her biogr aphica l research on directors from the 1910 to 1929 boards 
and fo r the rest of her research to 1973 u~li ch served as a cross­
check for the author ' s oun r esearch. Thanks al s o goes to Oa llace 
Clement for u s e of his data on the 1973 board members ' kin ship 
connections, researched for The Canadian Corporate El i te (1 975). 

2. Since that time, other changes in the boar d have occurred --J. 
HcAfee , President of Gu l f Canada , "las made Chairman of the U.S. 
par ent firm and resigned his Ste lco seat , to be r eplac ed by ~J . F . 
llcLe an, Presiden t of Canada Packer s . H. H. 13rOlme resigned and 
was replaced by A. J ean deGrandpre of 13ell Canada . These changes 
were made in 1976 . In .February , 1974 , H. Grevi11 e Smi th died and 
was replac ed by Kenneth A. Hhite , President of Roya l Trust. n.o~l1)l 

Tru s t is linked to the Bank of Montreal i nte r est group ; both Roya l 
Trust and Bell have a long hi story of connec tions with the Ste lco 
boa r d , as outlined in Chapters Three and Four . 

3. Directorship informntion was t aken from t he Financia l Post Dil::.c:..ctory 
of Directors 1973 and 1974, with dominance of corpora tions cst2hlished 
Hitll the aid of ClIaent I S (1 975) Appendi2~ VII or X. 13iographicc l 
infonila tion Has t 1'1lcen from various issues of Canad i an \·,1h o I S ':7l:o or 
Who ' s Who in Canada. Data on kinship connections, which ai~ad in 
establi shing probable class origins, Has us ed courtesy of Wal1 2ce 
Cl ement ; hO'dcver, the number of directorships and number of dO,.l-
inC'mt directorships f ound by the au thor fo r each director \Vas s light ly 
higher in most c ases t han Clement's data, and it can only be assumed 
that this is an art ifact of a different source or different edi tion 
of the Directory of Directors. 

4. According to the person at Stelco in char3e of the graduate recruit ­
ment progr amtl1e fOl- management trainees , Gonlon HQS one such recruit 
( even though, according to ne\olspaper acc ounts , he be8an as a scrap 
burner in the plant). Other grad r ecruits the Stelco person nmae d 
included a curr ent senior manager in the s emi-finished products 
area, A. R. Hd lurrich, present l y a Harl~cting Vice-President, and 
many genera l super in tendents, accounting managers, and some genecal 
f ore.l1\en. The prograr.u·ne to actively se2rch out potential management 
talent has been in effect at Stelco some 30 years. 

5. Source: Financial rost , August 2 , 1975. 

6. Source : Financial Post, June 21, 1975. 
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7. The kinship relationshi p3 were traced through the Canadian Who ' s 
Hho (vat·j,ous issues) and The Cannci i an 0io0r~pbic a l !Jic tionnry anel 
Portrait Ga llery of Eminent and Se l f -Hade Hen, Quebec and Haritimes 
volume, l ~ 8 l. J. B. H.olLmd & Fil s \·7as founde d by Je<1n Baptiste 
Rolland, son of Healthy Q'clebec parishi.oners; of his t,w sons , Jean 
Damien and Stani slas Jean, the l a tter became head of Northern Mills, 
the former president of J.B. Rolland & Sons and Rolland Paper (es­
tabli s he d 138 2); Jesrl, son of Stanislas, assume d the presidency of 
Rolland Paper but no r e cord was found of when he died. Lucien 
Roll and ' s 1ather wa s Olive r Rolland. not list~d in any biographical 
sources consulted; since ene of Lucien's children was named Stanislas, 
it is assune d ' that Oliver and Jean may have be en brothers. 

8. Source; Financia l Po s t, June 14, 1975. 

9. Source: Statistics Canada Intercorporate 0I-r.1e1:ship 1972. 

10. Detailed r e search on the Young family and cn the Pigott family was 
done by Ted Rishaur and thanks is due to him for use of his data. 

11. Stelco su bmission to the Royal Commission on Corporate Concentration, 
P. 99. 

12. Ibid., Pp. 101-102. 

13. GU.L·L~Vl. ! '~ C.~!U Yuu ll t?, t:l." 'S ~L.CtLt:int2.i·lt.s [l:'UIH:2. 252ti· ) \.:.1-arl5cript 
proceedings , Roya l Conmission on Corporate Concentration. 

_ c 
V.1. 

14. Actually, John Porter ' s phrase, as Clement builds his data analysis 
on Porterls using the same methodology and many of the same categorie s. 

16. I t seems str ange that Gib son, Hobson, Clll0 1-1i 1. ne ~ Hell-lmm·;n locally , 
Here not members of any clubs. However, it could be that Dany early 
biographica l s ketches did not include this information even when they 
did have club memberships. At any rate, since this information is 
not knm-ln, they I-Ie1·2 included in the count as having none. 

15. NeloJITlan ( 1975 : 218 -21 9) r anks t.he Canadian busines s establ ishmcri.t 
in terms of re l ative i~portance . Al though he doe s no t stot s h i s 

. . . .' . 1 crl t e r 1Cl , l t 1S lDtc r es t l ng t 18t 
i~port a nt Ste lco ' s Pe t e r Gor don, 

2Elon g " c.orpor c,te E1 2n" he r an!c s as 
Gulf Can ada 1 s J erry HC!\ fee , Inca' s 

'·il.3n, :·;cDOl;;o. l d of /'.r ~.: u 9, l'~cL ean of Cc.n ,:da P.3 c :~ers , ~:oore of Bras can . 
Ar.:on g " pr [c3510n0. 1 r.ii:.· cc to r s.l t he ;:os t i nfl .... len tia l, h e says , 
i.nc l ude J. Doug12s Gi.b son , Al ex Hac In t osh (the L:myer ), Bcverl cy 
Jio ttlE;\';s (Ll\''Y er ), on d A.C.S. Gr iffin of Tr iarch ( loHe r·· Cl i li.ed). 
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Chapter 7 STEEL'S POINT OF VIEW: INDUSTRY-GOVERNMENT RELATIONS 

I THEORETICAL AND HISTORICAL CONTEXT 

The final area of concern of this investigation is that of the 

nature of the relationship between various types of business "forums"l 

in which capitalists discuss issues of common concern and formulate 

policy approaches, and the government which is responsive to the needs 

and views of business. It should be emphasized, however that the focus 

of this chapter is narrow and is not intended to address any of the more 

general dimensions of the relationship between capitalism and the capital­

ist state, for that would take discussion into a range of issues far be­

yond the scope and data of the present study, into a definitive analysis . 

which is a topic of research in itself. Some general theoretical back­

ground, however, will be introduced in order to place into a broader con­

text the data presented here. As well, some historical material must be 

introduced as the backdrop against which the Canadian steel industry de­

veloped and the framework which best explains its present position vis-a­

vis government policies. 

The focus is, therefore, upon the concrete organizations in which 

one particular industry's members come together to air problems, rein­

force one another's attitudes, and ultimately to co-ordinate approaches 

for getting their views across to government in areas directly affecting 

them as well as in areas which affect them as part of a larger system. 

The chapter is short relative to its importance--in fact if only impres­

sionistically, it points to a most important basis for the continued de­

velopment of the steel industry in part through the traditiohally close 



association between the state and business interests in Canada. The 

reason for the brevity of data analysis is not lack of "data" per se--for 

that abounds--but due to the lack of the factual evidence which would link 

the concrete fact of the existence of industrial forums, lobbies and in­

volvement of businessmen on government committees to actions of govern­

ments in a cause-effect relationship, especially for recent years. The 

question which cannot be answered in such a straightforward way is: what 

is the impact of industry forums and other bodies on government decisions 

and policies. 

Industry forums can be shown to exist and to be linked in various 

concrete ways to government bodies, such as through interlocks with state 

elites on government committees, elite-switching, kinship and inter­

marriage, and through informal kinds of contact such as in the elite club, 

particularly the Rideau. (Newman (1975: 372) observes that, founded in 

1865 by Sir John A. Macdonald, the purpose of the Rideau was and is "to 

provide a discreet meeting place where men representing business power 

and political authority can exchange favours.") But formally, the cor­

porate elite and the state elite exist alongside one another as separate 

elites, representing separate institutions based on different kinds of 

power-resources. As Clement (1975: 345) points out, there are different 

sets of rules governing the separation of elite members between the cor­

porate, political and bureaucratic elites--although these rules do not 

cover, as he notes, some of the opportunities for contact mentioned above, 

and the corporate and state elites are "not so neatly separated as the 

rules prohibiting simultaneous holding of elite positions ••. would make it 

appear at first glance." (:347). As Miliband (1973: 55) puts it: 



"It is much easier for businessmen, where required, to 
divest themselves of stocks and shares as a kind of 
rite de passage into government service than to divest 
themselves of a particular view of the world, and of the 
place of business in it." 
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The impact of business on governments (and the assessment of its 

converse, the effect of governments on business) can often be addressed 

only indirectly due to the complexity of the relationship between domi-

nant groups and the state in modern industrial socie ties; tha t relation-

ship cannot, as Miliband cautions (1973: 51) be simply assumed as one 

of "principal to agent." It is the hotly deba ted question of: in what 

sense does "the ruling class" rule?, since the capitalist class "has 

generally confronted the state as a sepa r a te entity" (:51) and despite 

the penetration into the state elite by members of the corpora te elite, 

they have remained a minority of the state elite and do not constitute a 

"governing class" as was the case for the pre-industrial, aristocratic, 

landowning classes (:55). Their impact on the sta te system must, at 

least due to the formal, institutional separation between corporate a nd 

state elites, be through indirect means. But this cautionary note should 

not be construed as implying that the data and the clues to their signif-

icance carry little weight--on the contrary, as will be shown, they a r e 

enormously weighty in their implications . Some of these implications will 

be drawn out at the end of the data analysis . Others have theoretica l 

significance which must be explored first . 

A necessa ry clarification must also be ma de be tween three t erms 

which appear to be used interchangeably but which actually (and quite 

vital for any discussion business- government relations) represent three 

levels of anal ys is. These distinctions are between "government", "state" 



and "political" levels, in ascending order of abstraction. Hiliband 

(1973: 46-51) clarifies these in terms of various elements of what is 

commonsensically known as "the political system," which encompasses the 

broadest level of activity. On the other hand, the "government" (in the 

sense of "the government of the day") is but one element of the state, 

the state being composed of government, administration, military and 

police, the judicial branch, "subcentral" government, and parliamentary 

assemblies. 

Power is, Hiliband emphasizes, vested in the state institutions 

and wielded by people holding the top positions within the institutions; 

the "state," being an abstraction, cannot exercise legitimate fo r ce but 

the "government of the day", and its agents, as spokesmen and as power-

holders for the state, can. However, although the government has state 

power, it may not necessarily control that power , and this brings in the 

level of the political system, which includes political parties and 

pressure groups as well as other institutions not commonly regarded as 

"political"--corporations, churches, the mass media, the family. It also 

raises the question as to what degree of political power is exercised by 

those who control important economic institutions, whethe r economic con-

trol creates the conditions for a crucial degree of political power. 

Hiliband argues tha t the economic elite has not only involved itself 

directly in parts of the state system in various capacities but in areas 

of state "intervention," is "there also, in an exceptionally strong 

position as compared with other economic groups ... to influence and even 

to determi ne the nature of that intervention." (:54) . 
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In addition, reinforcement is given to the relationship between 

business and state elites as it is from the upper and middle classes 

that both elites are drawn--as Miliband says (and Clement has shm-m to be 

the case for Canada): "The pattern is monotonously similar for all capi-

talist countries." (:55). Thus, by extension, the interests of the capi-

talist class and the state elite of a capitalist society are class-related 

interests. Moreover, those who are recruited from outside these social 

ranks (a very few indeed) must "pass the test" placed on them by the 

"particular image of how a high-ranking civil servant or military officer 

ought to think, speak, behave and react, and that image will be drawn in 

terms of the class to which they [his judges] belong." (:59) . The temper-

ing of their class bias by "meritocratic" principles will be more readily 

applied to candidates "who give every sign of readiness and capacity to 

adapt and conform to class-sanctioned patterns of behaviour and thought." 

(: 59) . 

The pattern, of domination of the economic elite by an upper 

social class and the co-optation of the few bright ones of lower-class 

origins who show promise of injecting "new blood" and fresh ideas \Ilithout 

threatening the old ones, is a pattern in both the economic and the state 

elite: the "bourgeoisification" of the most promising of subordinate-

class recruits (:60). There is a sympathetic inclination towards big 

business as the almost unconscious result of socialization into a milieu 

where thinking is dominated by a bias towards the existing system. 

State and business are bound in ways which may be summed up as 

"the national interest:" 

" • •• if the national interest is in fact inextricably bound 
up with the fortunes of capitalist enterprise, apparent 



partiality towards it is not really partiality at all. 
On the contrary, in serving the interests of business 
and in helping capitalist enterprise to thrive, govern­
ments are really fulfilling their exalted role as guard­
ians of the good of all •.. they accept the notion that the 
economic rationality of the capitalist system is syno­
nymous with rationality itself ... " (Miliband, 1973: 69). 

This commitment by governments, Miliband (:71) argues, limits their free-

dom of action on a number of issues and problems, for if many social and 

economic problems are to be solved, they require governments to act in 

opposition to capitalist interests, a move they make only reluctantly and 

on a limited scale. At any rate, the role of the state, at bottom, is not 

to undermine the capitalist system but to shore it up, to reaffirm its 

basis in the "rights of private property," even by assuming a Keynesian 

approach which would cause governments "to act against some property rights, 

to erode some managerial prerogatives, to help redress somewhat the bal-

ance between capital and labour" (:71). This approach (whether some 

capitalists realize it or not and certainly do not acknowledge if they 

do) prevents, at least in the short run, the grosser effects of capitalism 

from causing the system to topple. 

But the state assumes more than this negative function--it active-

ly gives support to business through tax policies, various kinds of 

business "incentives," through the "routinization" of conflict in indus-

trial relations management (and if necessary with coercion against 

labour). The state also supplies the necessary infrastructure and as-

sumes the "social overhead costs" of the capitalist system's operation--

as O'Connor (1973: 70) terms it, the "accumulation" function of the 

state. In actual fact, the "accumulation" and "loyalty" or "legitiza-

tiorl' functions of the state are contradictory, and it is the task of 



various agencies of the state to reconcile them as well as the disparate 

interests of particular capitalist groups. 

By itself, O'Connor (:67) points out, interest-group politics is 

not consistent with the long-term survival and expansion needs of capi-

talism; being too narrow and sectional, it leads to contradictory policies 

making overall planning of the economy difficult: 

"Thus, a class-conscious political directorate is needed 
to co- ordinate the activities of nominally independent 
government agencies." (: 67) 

It is the task of the various state agencies to reconcile the diverse 

interest-group pressures, and the various policies which result are key 

inputs used by the executive branch in formulating legislation. Thus it 

is that at the executive level are corporate interests as class interests 

translated into class action. 

O'Connor (:64) also points out that the section of the capitalist 

class with the most powerful influence on national governments is the 

monopoly sector, organized not only along interest-group but a lso class 

lines which transcend the narrower concerns of such bodies as manufactur-

ers' associations. A class-conscious corporate sector is matched by a 

class- conscious political directorate. With the increased interpenetra-

tion between private economy and state and with the growth of the federal 

bureaucracy political economic issues and conflicts are translated into 

"problems of administration" (:67), and one of the chief "administra tive" 

problems which concerns many of the government departments, agencie s and 

committees i s "managing relations within the bus ines s classes" (:70), in 

particular, reconciling the interests of the monopoly sector and the com-

petitive sec to r . At the top of the state structure all of the elements 
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within the population must be integrated coherently and "mass loyalty" 

won (:69), the inherent bias in the system disguised through various 

ideological justifications. 

One such bias connected with the accumulation role of the capi-

talist state is tax exploitation of the working population which arises 

from the state policy regarding corporate taxation as part of its attempts 

"to maintain or create the conditions in which profitable capital ac-

cumula tion is possible." (:6), for those involved in running the sta te 

must assist in capital accumulation for the private sector or risk "dry-

ing up the source of its own power, the economy's surplus production ca-

pacity and the taxes drawn from this surplus ... " (:6). 

Deaton (1972) has applied O'Connor's framework to the Canadian 

state in order to detail the effects of capitalist state policies as they 

are felt in Canada, and found tha t, just as in the U.S., corporate shares 

of federal income revenue fell while the individual share rose between 

1962 and 1970 and the same was true of pr ovincial tax shares. In fact , 

the corpora te share of the federal tax fell by about 38%, and the pro-

vincial tax share by over 60%; the corresponding figures by which indi-

vidual shares rose were 23% and 83% respectively, in the same period (:32). 

The tax system as it applies to individuals is regressive; on top of this, 

corporations have been able to shift an increasing tax burden onto indi-

vidua ls, a phenomenon prevalent in the U.S., Britain and Canada, l eading 

Deaton to assert that there is a "general tendency in mature capita l i st 

economies f or the corporate share of tax revenue to decline." (:33). The 

exploitive na t ure of the tax system arrises in part from a high incidence 

of indirect and hidden taxes applied to individuals (:34) and also f r om 



the ability of corporations to escape taxation by various means, the most 

predominant in the post-war years being through inflated depreciation al-

lowances and other costs and through high levels of retained earnings, 

which are also not taxed. Deaton's research reveals that: 

" ... corporate saving (retained earnings and depreciation) 
as a percentage of total value added by corporations in 
the post World War II period is consistently higher than 
in the most prosperous pre-war year of 1929. Furthermore, 
corporate depreciation as a percentage of gross corporate 
profits has increased tremendously in the past 40 years ..• 
even when taking into account expansion and justified replace­
ment costs, net profits have been kept low resulting in lower 
corporate tax rates. " (:35) 

An additional way in which corporate income taxes are lowered is 

through the ability of corporations to set aside reserves for future in-

come taxes, representing in effect, Deaton argues, "government loans to 

business ... to invest in plant and equipment. The loans carry no inter-

est charge, whatsoever." (:35). This latter point might not appear to 

give support to the argument until the logic of the accounting reveals 

itself in a concrete example, provided in this case by a recent Stelco 

annual report. In 1975, according to Stelco's Consolidated Statement of 

Income and Retained Earnings,2 the company paid current income taxes of 

$9.2 million and $20.9 million was deferred; both of these amounts along 

with depreciation, interest paid, and costs of sales, are deductions 

from revenue which yield a "Net Income for the Year" of $88.8 million. 

The notes to the statement tell the reader that: 

"Income taxes are provided on the tax allocation basis 
and the resultant deferred income taxes are due prin­
cipally to claiming depreciation for tax purposes in 
excess of straight-line depreciation. The tax provision 
in 1975 has been reduced by a federal investment tax 
credit of $6.2 million." 
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The company has benefitted not only from accounting procedures 

which allow it to claim certain items as expenses, thus reducing the 

amount of net profit on which current taxes are paid, but in addition, 

benefits from a number of other allmvances which are introduced from time 

to time. Some examples from other annual reports of Stelco will illus-

trate the effects of government tax policy and allowances; however, a 

detailed study of Stelco's income tax could not be made (see Note 2). 

In its 1975 annual report, Stelco reported that taxes (federal, 

provincial and municipal) amounted to 5% of its total revenue (in 1974, 

it was 7%), depreciation amounted to 4%, and reinvested earnings 4% (the 

corresponding figures in 1974 were 5% and 7% respectively). In 1975, the 

figures for these items were: $51.4 million for depreciation, $30.2 

million for income taxes, and $46.8 million for reinvested earnings. The 

depreciation charged exceeded income tax in 1975 (a year of record capi-

tal expenditures), but an examination of the company's reports over time 

reveals that in the 65 years of its operation, many of them years when 

capital expenditures were low, depreciation also exceeded income tax 

charged as expenses. Beginning in 1910, when the company paid no income 

tax, depreciation exceeded income tax in 34 years--from 1910 to 1913, in 

1915, and from 1917 to 1936; and again in the post-war period, between 

1950 and 1975, a total of 10 times. 

The company has been noted for its high level of retained earn-

ings, one of the reasons it has traditionally given for not heavily financ-

ing new investment from external sources--up to and including 1975, its 

3 
retained earnings have averaged 3.04% of total assets, and in the post-

war period, averaged 4.7%, reaching highs of 7%, 9% and 15% during the 
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1950's boom. Depreciation followed a similar pattern, although tended to 

increase at a much more steady rate as a proportion of total assets--before 

1946, it averaged 1.94%, but in the post-war period, the average increased 

to 5.4%. Although depreciation appears to have a greater effect, it can 

be seen that both depreciation and retained earnings will affect the 

amount of income tax the corporation pays in a direct way. These, however, 

do not exhaust all the avenues open to the company for reducing taxes. 

In its 1960 annual report, Stelco announced a change in its meth-

od of calculating depreciation--prior to 1960, it followed the practice 

of recording the same amounts for depreciation and depletion as was de-

ductible under the tax regulations, but as capital expenditures came to 

fluctuate widely and projects to take longer to complete (often years, as 

is the case for its current Lake Erie project), the company felt depreci-

ation provisions ought to be related to the rate of spending rather than 

to use of facilities (which, it claimed, distorted profits); accordingly 

a change was made to the so- called "straight-line" method. In 1960, this 

change resulted in $6 million being charged, r educing the amount of taxes 

then currently payable to $3 million. This was in addition to the com-

pany's share of accelerated depreciation and financ ing costs to which 

shareholder s of Erie Mining Company were entitled-- that provision further 

reduced the compa ny 's taxes payable for 1960 by $2.3 million . Both of 

these amounts we re credited to Provision for De ferred Income Taxes (which, 

of course, as explained already would have the effect of increasing t he 

amount of " expenses", thus lessening net pr ofit). 

As an incentive for increasing product i vity, the wartime gove rn-

ment in the 940's allowed a special depreciation charge for war plant 
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and equipment. The steel producers were subject to an "excess profits" 

tax as well as the normal income taxes. Together, Stelco's depreciation 

charge ($1.9 million) and income tax charge ($3.0 million) amounted to 

98.5% of the deductions from the profit from operations of $9.4 million 

(less interest on funded debt), which resulted in their declaring a net 

profit for 1940 of $4.3 million. 

Another concession given to Stelco relates to its ore properties 

in the recent period-- in its 1968 annual report, Stelco noted that in-

come from its Scully Mine (then under development) was exempt from income 

tax for a period of 36 months commencing 1966. The effect of this 

exemption in 1968 was to reduce the provision for income taxes by about 

$14 million. A similar tax exemption for its Griffith Mine was in ef-

fect beginning 1969. 

In the November, 1972 issue of Executive magazine,4 a case was 

made for a review of capital cost allowances by governments. The author 

made his argument with typical corporate logic, which bears quoting at 

length: 

"In recent years, with pre-tax profits tending to decline, 
corporate reliance upon capital cost allowances as a 
source of income has intensified to the point where sub­
tle distortions of the system have become apparent ••. cor­
porations are setting their course in terms of taxes saved 
rather than profits earned. 

The consequences of this approach ... are difficult to dis­
cern where they may matter more, in the maintenance of 
the free market economy ... 

The subversion is most evident when the political think­
ing behind the capital cost allowance flowers into the 
extreme applications of regional economic expansion. It 
becomes apparent, too, when it is realized that the value 
of capital cost allowances, as an incentive to expansion, 



derives directly from the maintenance of a high rate of 
tax on corporate income." 

The author concludes that "the workings of a free market economy would 

be strengthened" if the capital cost advantages were done mvay with--in 

favour of a lower rate of corporate income tax . He suggests a lowering 

to the average 25% now paid, which presumably would ignore differences 

in corporate size. The write-offs have the further disadvantage, he 

argues, of enhancing cash flows over the short run but not the post- tax 

earnings available for shareholde r distribution. He suggests that the 

private sector should take the initiative for changes before government 

does, thus saving it from be coming "an extension of government." 

At any rate, the beneficiaries of either approach are those large 

corporations in the monopoly sector who possess the resources to compel 

governments to make concessions which, granted or not, would probably 

have made no material difference to the corporation's plans. An example 

from the past is provided by Dominion Iron and Dominion Coal, before their 

amalgamation. The two companies agreed that they would together press 

for renewal of the bounties on pig iron being given by the Dominion gov-

ernment--but they were prepared to proceed with their expansion plans 

whether or not the bounties were renewed (Donald, 1915: 203) . Corpora-

tions typically pr esent the ir case in terms of the dire consequences 

which would f low from governments not taking action on their behalf: loss 

of production, loss of jobs, economic downturn, erosion of the very founda-

tions of the system. 

II SUPER-SUBSIDY AND SUPER-PROTECTION 

The Cana dian primary steel industry, like the early railways, has 

a long h istory of gove r nment subsidization and concessions given it. Thi s 
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will be reviewed before proceeding to Part III, in which a detailed dis­

cussion of elite forums and government connections found through the 

1910-1973 Stelco boards will be presented, as well as additional cur­

rent information. An attempt will be made to relate these to govern­

ment attitudes toward business. In the final part of the chapter, an 

analysis will be made of the tariff as it affects the steel industry. 

About 1850, with little industrialization in Canada and that 

which existed tending not to be supported by the dominant classes (except 

for their involvement in canals and later, railways), the dominant 

classes' dependence on mercantile pursuits and their relatively dis­

advantageous St. Lawrence trading location created an extremely vulner­

able position for them when Great Britain switched to a free-trade policy. 

The American economy had grown and was attracting population from the 

British provinces. An alternative to annexation with the United States 

appeared to be preferential trade with America and higher duties against 

Britain; the result was the Reciprocity Treaty of 1854 which allowed for 

North American free trade in natural products (Brebner, 1966: 153-154). 

At the same time, however, a Canadian protectionist sentiment was being 

aroused in some circles beginning about 1845, Canadian duties on manu­

factures then being slightly more than half of the American duties. In 

1858 a protectionist association was formed by those involved in industry 

and the Canadian government responded by raising duties (although they 

were still below American rates) (:162). 

By the period of the 1870's and the initiation of the National 

Policy of Protection, a number of changes had come about in the Canadian 
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economy. Industrialization, according to Naylor (1975a), had developed 

along two routes: 

"Small-scale local industries had taken root, especially 
in Ontario. And especially in Montreal and Halifax key 
figures of the old economic system, the leading whole­
sale and import merchants, had begun or were about to 
begin to move into industrial promotions." (:58). 

The old mercantile elite became active in textiles, sugar refining, and 

primary iron and steel. Following the 1873 recession which left the new 

industrial capacity which had grown during the protective period of the 

American Civil War in a state vulnerable to deflation and profit squeezes, 

the National Policy became enacted through the prompting of the combined 

efforts of "a small but vocal segment of Ontario industry," the mercan-

tile elites involved in industry, and "a group of pressing British inves-

tors in certain primary industries" (:58). As a result, Naylor (:58) 

argues, Canadian industrialization under these conditions was set on "the 

path to dependence •• on state assistance, foreign capital, and on foreign 

technology." The protectionist policies provided a safe climate for 

ever-conservative Tory investment, made Canada attractive for foreign 

investors (the Canadian government was not particularly nationalist when 

it came to the creation of industry within its borders), and as well, 

provided the necessary revenue through the taxation of industrial inputs 

which, although creating hardships for Canadian consumers, became a source 

of financing necessary "to pay for the infrastructure and rebuild the St. 

Lawrence empire" (:58-59). Ultimately, the main beneficiaries were to be 

the same dominant groups which hithertofore had manipulated government 

policies in their favour. 



Those who pressed for protection tended to be connected with 

thriving businesses principally in primary production: petroleum, coal, 

primary iron and steel, and those wholesale merchants involved in the 

cotton and sugar trades with foreign capital invested; those who were 

content with existing tariff levels were the boot and shoe manufacturers, 

many of the Quebecois, and those who favoured reciprocity because they 

sold in the U.S. as well as Canada were the large Canadian agricultural 

implement manufacturers (:39-42). Naylor (:42) argues tha t the tariff 

aided the first-mentioned groups, and then later primary iron and steel, 

to make the transition from commercial to industrial capita1ism- -these 

industries were not built up from a handicraft base and many had foreign 

capital invested in them. 

Before the 1887 tariff revision, Naylor (:55) suggests that there 

is evidence pointing to the "substantial prosperity" enjoyed by the al­

ready established iron and steel industry, with Nova Scotia Steel plan­

ning to double its capitalization, and an American joint venture created 

in Kingston in response to the higher tariffs; when a group headed by 

Canadian elite George Stephen reorganized the bankrupted Londonderry, Nova 

Scotia company known as The Stee l Company of Canada, they refused to open 

the plant unless a protectionist Tory majority wa s r e turne d to office . 

Secondary i r on and steel, however, objected to the duties as the primar y 

products we r e the ir production inputs and much of this was importe d (al­

though, Naylor (:55) points out that the exception to this was the s e con­

dary steel manufa cturing which had grown out of wholesale hardware--the y 

instead called f or primary steel subsidies in place of high tariffs) . 

On balance, the most protectionist industries were primary iron and ste e l 



and locomotive producers--and probably the most important single industry 

pressing for protection was the sole major primary iron and steel produc-

er (:52). 

Iron and steel bounties were introduced in 1879 and were, in ef­

fect, royalties granted for every ton of Canadian-produced pig iron. 

Donald (1915: 84) notes that duty drawbacks on imported iron were, how­

ever given as a favour to New Brunswick shipbuilders, and duties increas­

ed on coal and coke as a favour to the Nova Scotia coal interests. Then, 

in 1887, a crisis developed as a result of protests--from those who 

wished more protection for pig iron (the primary producers), those who 

wished increases on puddled bars used by the rolling mill industries to 

force them to put in puddling furnaces, and the rolling-mill interests, 

who wanted duties on scrap and puddled bars kept low as these formed their 

raw materials, and the general public, who protested the high cost of such 

items as agricultural implements . Much pressure came from Nova Scotia, 

threatening secession unless duties were made higher. The duty on Nova 

Scotia bituminous coal had to be maintained, while anthracite was left 

free in order to stimulate the Ontario iron industry. Steel rails were 

also left free due to railway demand (:86-87). Pressure came from both 

Ontario (Hamilton Blast Furnace) and Nova Scotia Stee l for bounties on 

pig iron produced from non-Canadian ores, since both used either Newfound­

land or Lake Sup e rior ores. In 1894, the Libe ral opposition objected to 

the duty increas es , arguing that "local feeling" ha d pressured the bounty 

legislation in favour of Nova Scotia inte r ests (:103). 

Much of t he rejuggling that resulted in the 1897 revisions was 

necessitated by t he des i re to make concessions to everyone; in general , 

duties were r e duced to make raw materials cheape r to users (:133); at the 
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same time, the bounty system was continued in 1897 and 1899, Donald 

(:135) argues due to "teritorial elements in politics, especially the 

interests of the Maritime Provinces." At that time, the Nova Scotia 

industry, he points out as does Naylor, was prosperous and fairly mature. 

Yet between 1883 and 1897, the Dominion Government paid out over 

$700,000 on an output of not quite 500,000 tons, while at the same time 

the total pig iron production supplied only half the need and the rest 

had to be imported (:103) . 

The history of the early iron and steel producers has already 

been outlined in Chapter 4; it should be emphasized here tha t many of 

these industries were American- dominated in the beginning and formed in 

response to the bounty system and to the "hand- outs" offered by munici­

palities to encourage business to establish themselves in their cities. 

Both Hamilton and Sydney attracted industry. With so many municipal­

ities competing for their attention, promoters tended to play one off 

against the other for the best offer. The usual offers consisted of 

land grants, outright cash gifts, tax exemption, and water rights . Many 

leading Canadians also "got in on the act," often in co-operation with 

American interests: A. F. Gault, the Montreal Drummonds, Sir Charles 

Tupper, Sir Sandford Fleming (Naylor 1975b: 119). When the Londonderry 

operation bankrupted, it was given over to Herbert Holt for nex t to 

nothing; Londonderry, like so many other ventures, had represented 

facilities built up by considerable infusions of public f unds (:120). 

In add i tion to local concessions and Dominion bounties, the iron 

and steel pr oducers received provincial assistance in the form of bounti es 

on pig iron made from Ontario ores . In 1900, in addition to the pig iron 



bounty, a railway subsidy was added if Canadian iron and steel was used 

in the production of rail--the leading light behind the pressure for 

this concession was Algoma's Francis Clergue (:115). The greatest 

beneficiaries of the bounty-system were the three American-created 

companies: Dominion Steel, Hamilton Iron, and Algoma, receiving in 

total $5 million of the $9 million given out between 1883 and 1906 (:115). 

When it was linked to the second transcontinental railway build-

ing boom, Naylor (1975b: 115) point out, the iron and steel industry 

flourished. Indeed, after railways, that industry received the "great-

est amount of government largesse" (:114). The importance of the iron 

and steel industry to railways and the dominant Canadian force s behind 

them has already been explored in Chapters 3 and 4. 

The effect of the high level of concession-granting and tariff 

barriers created by the Canadian governments, aside from safeguarding the 

dominance of already established interests, was to create over-production 

which led to attempts by producers to regulate competition--every device 

from "gentlemen's agreements" to formal trade associations and exhange 

of directors was used; employers' associations were important to the 

process of cartelization; and tariff-lobbying and quality-standards as-

sociations often evolved into organizations for the regulation of 

quantity, pr ice, customer credit, or profit-pooling (Naylor , 1975b: 162). 

The price- fixing activities of the Iron and Steel Association of Cana da, 

a "super-association" as Naylor (:182) calls it, embracing a number of 

more particularistic product associations, were quite open despite the 

1889 anti-comb"nes legislation (:183). Its members included the Montreal 

Rolling M" lls , Ontario Tack, Pillow-Hersey, Canada Screw, Ives' Domini on 
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Wire, and some barbed wire manufacturers (:183) - -many of these names will 

now be familiar in connection with the 1910 Stelco merger. 

In fact, when many of the cartels proved unable to cope with 

falling prices, mergers were often the outcome--many of these early mer-

gers, Naylor (:18~ points out, were in response to overcrowded industries. 

Mergers in the later period were on the other hand promoted by financiers 

on borrowed capital, were usually badly over-capitalized, and needed the 

tariff so that prices could be r a ised to cover the costs of their creation 

(:187). Once created, as will be shown, the powers behind these creations 

continued to press for advantageous conditions. 

The Canadian Steel industry, it was noted, carne out of its infancy 

by thriving on subsidies and tariff protection. With but a few lapses, 

it has continued to do so since. As Brebner (1966: 247) observes, "Canada 

has never been a free-trade country". After the Reciprocity Treaty was 

terminated in 1866, Canada received "an almost uninterruptedly harsh school-

ing in protectionism" from the United States, and beginning with Mac-

donald's protectionism as part of the strategy for industrialization, 

Canada was "committed to tariff retaliation." (: 247) Brebner also ob-

serves that despite the almost continuous Canadian-American tariff wars 

between 1865 and 1935, trade betwee n the two countries grew until it rep-

resented the lar gest exchange between any two nations in the world (:247). 

The explana tion appears to lie in the fact of Canadian- American compli-

mentary, including geographic proximity to one anoth er's markets and raw 

materials ( : 248): 

"That is why the free lists, the free quotas, and the low­
duty categories of American and Canadian tariffs have in 
the long run proved to be more inportant than the general 



height of the tariff walls which they have set up against 
the world and against each other." (:248). 

3)5 

But despite these items which are allowed to pass duty-free or at a re-

duced rate (for example, agricultural implement manufacturers received a 

99% rebate of duties on iron and steel imported, which applied to half 

of imported pig iron and half of rolled steel from the u.s. in 1911 

(Kilbourn, 1960: 92), the fact remains that overall, Canadian tariff 

policy on iron and steel products was and is still, highly protective and 

in some cases represents a higher barrier than the corresponding American 

5 
one. 

After the Taft-Fielding Reciprocity Treaty of 1911 was defeated, 

the Canadian steel industry continued to enjoy high tariff advantages 

(including the new tariff introduced on rod at Stelco's behest); in 

Stelco's 1913 annual report is announced that the Dominion Government 

had increased duties on several items manufactured by Stelco. In the 

1920's, according to Kilbourn (:130), Canadian tariffs showed a slight 

downwards trend under Mackenzie King's Liberal government (despite King's 

pro-business bias). But by the 1930's the steel tariffs had been raised 

substantially and Canadian producers gained a bigger Canadian market 

share as a result (:144). At the 1932 Ottawa Conference, Canada agreed 

to remove the duty on British tinplate but increase the duty on Ameri-

can semi-finished products (:132). The British were at a disadvantage 

due to the higher exchange value of sterling relative to the Canadian 

dDllar, and presented no real threat even with the duty removed (:145). 

As a result of the changes, u.s. Steel's Ojibway plant (which imported 

semi's to further advance in its Canadian plant) was forced to close, 

and eventually Stelco and Dofasco acquired the lion's share of the tinplate 
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market (:132), a situation which continues to the present, as mentioned 

in Chapter 4. 

In 1958 lithe archaic clutterll of Canadian steel tariffs was 

simplified and this structure remains much the same today: a basic rate 

of five, 10 and 20% for three categories respectively, British Preferen­

tial, Most Favoured Nation, and General (:226); and more recently, a 

fourth category, IIGeneral Preferential ll
, was introduced for certain 

underdeveloped nations, with a rate usually midway between the MFN and 

the General. The tariff levels were not altered in 1958 except for low­

ered duty on many American steel products to 10% and an increase from 

zero to 5% on some British items (as the British, in a new efficiency 

position in the 1950's, were competing in some lines) (:227). 

An important point which Kilbourn (:227) makes for this period 

must be borne in mind when the present tariff system is considered: he 

points out that the Canadian industry had come to rely less on tariff 

protection and more on freight rates (as 70% of Stelco's products were 

sold within 200 miles of the place of production and steel is sold f.o.b. 

mill); rapid-delivery promises and a more intimate knowledge of Canadian 

market and customer conditions than lI offshore ll suppliers could have were 

advantages to Canadian producers. In addition, they ha d built up good 

customer relations through the years; Stelco especia lly was kno,vu for its 

reputation of loyalty and dependability by its domestic customers and 

concentrate d its strengths there rather than on production for export. 

One of the rea sons for Stelco not making use of those price incre ases 

which were sanctioned during the strictly controlled wartime period was 

IIchiefly out of a reluctance to alienate customers in the buyer's 
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market which would presumably follow in the post-war period." 

(:167). 

In its 1973 annual report~ Stelco stated that it, along with 

other principal Canadian producers had been "actively exchanging views" 

on tariff matters with Federal government officials, and Stelco hoped 

"that this dialogue will help to establish a Canadian position consistent 

with the country's commercial needs." The round of G.A.T.T. trade 

negotiations had begun, and in 1975 Stelco told its shareholders that it 

and "several other large Canadian steel producers submitted briefs to the 

Canadian Trade and Tariffs Committee presenting information and opinion." 

Of importance to the steel producers was in particular the "increasingly 

protectionist attitude of many of Canada's trading partners, particularly 

in periods of economic recession." The time of steel shortage was tempo­

rarily over, and with conditions of world over-supply, the export­

oriented steel producers in particular were becoming troublesome to the 

Canadian producers: the Japanese, German, Belgian and Italian. 

III STELCO 1910-1975: INDUSTRY CO-ORDINATION AND IMPACT ON GOVERNMENT 

In this part of the chapter, it will be argued that industry as­

sociations and business policy bodies on the one hand and business-govern­

ment forums on the other are but two sides of the same coin. At the 

industry level (in such organizations as the American Iron and Steel 

Institute or the Ferrous Industry Energy Research Association) industry­

specific problems are discussed and consensus reached among members who 

represent dominant elements within the industry; these problems are not 

restricted to "technical" matters but include such "political" issues as 

environmental problems and energy. At another level, in such organiza-
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tions as Boards of Trade and Chambers of Commerce, elites from many 

industries come together and reach consensus on matters which affect 

business as a whole: tax policy, industrial relations and labour unrest, 

the "image" that the public and governments have of business, and the 

"image" which business has of governments. And finally, business and the 

state elite come together on joint industry-government committees and 

for submissions which industry makes to government on matters which con­

cern it. All along the line, the process is one of consensus-seeking, 

marshalling of collective resources, and co-ordination. The effect is to 

minimize conflict and misunderstanding for the sake of the whole--the 

whole of capitalist and allied interests, that is, and not necessarily 

that of the general public. 

Discussion will be divided into two sections, the first dealing 

with industry associations and government-industry relations during 

Stelco's early history; a convenient (and significant) point at which to 

begin discussion of the second period is from the second world war. 

1. Stelco 1910-1939: Pressure Groups and Political Allies 

In the early period of Stelco's development, any analysis of 

industry associations and pressure brought to bear on government (or of 

government favours to business) must include the bounty system and the 

tariff. Not only was much of Stelco's and its allies' political activi­

ties centred around the tariff, but industry-government relations were 

less complicated then by bureaucratic procedures and committees for joint 

consultation. This situation existed from before the time of Macdonald 

(who was repute d to have asked manufacturers to tell government what they 

wanted and they would get it (Kilbourn, 1960: 41» until Borden's Civil 



Service Reform Act of 1918 which created the foundations of a fully pro-

fessional civil service. With these experts supplying the advice and 

information once derived from discussions with business acquaintances, 

Kilbourn (:115) suggests, much of the intimacy between government and 

business was lost. At any rate, relations became more formalized, the 

civil service acting as something of a barrier between the formally 

separate business and state elites. 

The modus operandi of Stelco's vice-president Robert Hobson serves 

as a typical example of the kind of informality and intimacy which exist-

ed between businessmen and politicians in these early years. The Canadian-

American "freemasonry" in technical matters was already mentioned in 

Chapter 4--much of this as far as Stelco was concerned occurred through 

Hobson, who was "one of the best known steel men in North America, and a 

friend of Charles Schwab, first president of United States Steel and a 

founder of Bethlehem Steel Corporation." (:88). Hobson and his plant 

superintendents made frequent trips to the American steel centres of the 

northwest and to the American Iron and Steel Institute meetings (:116); 

Hobson also included in his round of travels visits to London, which was 

still a great financial capital and business barometer, and to Ottawa. 

As Kilbourn (:113) puts it: 

"Hobson ran his company \vi th the help of a kind of North 
Atlantic Triangle of business connections and personal 
friendships. He took advantage of Canada's particular 
relation to the United States and Britain. And he paid 
his informal calls on Cabinet ministers in Ottawa, the 
third corner of the triangle .•. The important exchange ••• 
was ••. in ideas .•• which affected policy and action." 

Undoubtedly the "policy and action" which was affected was not only the 

steel industry's but the government's as well--a major tariff concession 



to steel during the time of Broden was the duty placed on rod products 

after Stelco's first rod mill went into production~ a concession created 

by order-in-council (:115). 

Hobson was not the only steel man in close contact with politi­

cians--frequent "pilgrimages" were made to the federal government for 

tariff favours~ according to Kilbourn (:55); about 1900~ Dominion Iron 

and Steel requested and received a new bounty on steel for wire manu­

facture and tariff protection of seven dolla rs a ton on rails~ in addition 

to the bounties they received on pig iron and steel ingot production. 

Soon after Stelco's creation~ the bounty system ceased to exist~ 

but not before it benefitted many of the new merger creations~ Stelco 

included~ at a time when they~ heavily capitalized and with huge debt 

structures~ needed it most. Total bounties paid on all iron and steel 

products reached the million- dollar mark in 1903~6 and between 1903 and 

19l2~ a little over $13 million was paid out including about half a mil­

lion dollars on pig iron production~ about $6 million on steel production~ 

and $2.9 million on steel manufactures (angles and plates~ $127~755 to 

1906~ and the rest on rods). Thus it can be seen tha t the accelera tion 

in the payment of bounties corresponded with the merger activity which 

began to accelerate shortly after the turn of the century and peaked be­

fore the fi r st \vorld war. It would also appear that many integrated pro­

ducers would r eceive bountie s not only on basic production but also on 

that which wa s more advanced in processing . 

When the Conserva tive government which had crea t e d the Nat i ona l 

Policy and carried it forward lost office to the Liberals~ rather than dump­

ing the pr ogramme the Liberal government "tacitly accepted the National 
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Policy and carried it on. " (Kilbourn, 1960: 43). The rejuggling between 

primary and finishing industries tariffs has already been mentioned. Ap­

parently the Minister of Finance responded "sympathetically" to the prob­

lem of helping one sector of industry without doing injury to the other; 

Fielding's policy was to reduce tariffs on some raw or semi-finished 

items and supplement the loss of tariff with bounties for the Canadian 

producers of these, thus attempting to redress the balance between the 

primary and finishing ends (:28) - -a redressing, it should be added, which 

appeared to be superfluous once the industry became integrated. 

Associations set up by manufacturers to pressure governments and 

to co-ordinate their own policies and approaches have a history in cen­

tral Canada which dates to the period during which Toronto began its rise 

to metropolitan status. Isaac Buchanan's Association for the Promotion 

of Canadian Industry (1858) was set up for Toronto-Hamilton manufacturers 

to pressure for additions to the Canadian tariff from Ministers of 

Finance Cayley and Galt successively. Then, in 1866, this association 

was replaced by the Canadian Manufacturing Association, which rallied to­

gether delegates from every important Ontario manufacturing centre, its 

purpose to advance the interests of Ontario manufacturers (although co­

operation from all Canadian manufacturers was invited) (Masters, 1947: 

63). The Toronto Board of Trade, organized in 1845, also provided an 

arena for common concerns. 

About 1880, Cyrus Birge (then of the Canada Screw Co.) was in­

fluential as a member of a pressure group for t a ri f f reform, and late r 

became president of the Canadian Manufacturers Association. (Hobson was 

also a pres·dent of the CMA before the Stelco merger). In 1887 most har d-
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ware items received a tariff increase to about 35%. In addition, Birge's 

business was moved from Dundas to a larger site in Hamilton and there was 

heavy investment made in new equipment, partly, Kilbourn (:42) notes, on 

the strength of tax concessions received from the city. Even before the 

creation of Stelco, the Hamilton interests were quite active in urging 

concessions on their behalf. The Manufacturers Association concerned it-

self with matters of a directly political nature, a situation which still 

exists today. 

In 1910 the Liberal government attempted to introduce a Canadian-

American Reciprocity Treaty in the House of Commons. The terms of the 

treaty, apparently favourable to Canada, were so attractive as to cause 

the Conservative opposition to be "stunned into silence." But despite 

their momentary silence, according to Kilbourn (:91): 

"The most decisive factor in turning the tide of public 
opinion against Reciprocity ... was the rebellion of a 
number of prominent Liberals in touch with manufacturing 
interests in the country. Among these Liberals, offi­
cials of the Steel Company of Canada played a significant 
part. Lloyd Harris was one of the three M.P.s who cros­
sed the floor of the House after the proposed treaty was 
announced. W. D. Matthews was one of the eighteen Toron­
to Liberals who signed a powerfully effective public 
protest. The leading member of this same group was a 
friend of Robert Hobson's, the future minister of finance, 
Sir Thomas White, who at a later date also became a 
Stelco director. The most important Hamilton Liberal ... was 
Hobson himself. Hobson spoke at a huge rally of local 
manufacturers and Niagara fruit growers ... to attack the 
proposed Reciprocity Treaty." 

Fears which were aroused concerning the future of Canadian independence 

also contributed to turning public opinion against Reciprocity, Kilbourn 

(:91) states. Undoubtedly men like Hobson (who normally would have little 

in common with Niagara fruit growers!) were instrumental in arousing such 

fears. 



The upshot was that Reciprocity did not become a political reality. 

The Conservatives won the general election but due to public opinion be-

ing aroused against mergers during this period and the tariff seen by many 

as the cause of rising prices, the Conservatives "did not attempt to pay 

debts" owed for the manufacturers' support by granting their request for 

restoration of the bounty system or for increased tariffs (with the 

exception of the tariff placed on wire rod, previously not protected, a 

year after Stelco's first rod mill was built) (:91). It can be seen that 

powerful forces were at work preventing the introduction of legislation 

which the dominant interests saw as detrimental to themselves. It was 

not simply that Stelco had "friends in high places"--those friends were 

members of the Stelco board and in fact had a vested interest in Stelco's 

wellbeing. 

Bet\.,een 1910 and 1911 when the Reciprocity Treaty was defeated, 

Stelco counted among its directors and close friends Lloyd Harris, a 

Liberal M.P. as noted (House of Commons, 1908), who was also a former 

vice-president (1905) of the Ontario branch of the C.M.A.; W. D. Matthews, 

another Liberal mentioned (and in 1887, president of the Toronto Board 

of Trade); H. S. Holt, a Lib eral; the Honourable William Gibson, a sena-

tor from 1902, and a former Liberal (1891-1901 House of Commons), as well 

as past chairman (1902) of the Standing Committee on Banking . In addi-

tion, Sir Edmund Osler (who joined the Stelco board in 1916) wa s sym-

pathetic with Ste lco in opposition to the Taft-Fielding Treaty, and had 

been a M.P. f or Toronto in 1896; his brother, the Honourable Feathers t on 

Osler (Glyn Osler's father) was a judge of the Supreme Court. And Sena-

tor Wood, a major shareholder of Hamilton Blast Furnace, was Hobson's 
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father-in-law and a prominent Liberal whose sympathies were undoubtedly 

not with the treaty-makers. As was noted by Kilbourn above, Sir Thomas 

\~lite was a personal friend of Hobson's--White joined the Stelco board in 

1919 after he resigned from the Borden Cabinet where he had been Minister 

of Finance from 1911. Hobson was also friendly with Borden and had fre-

quently visited Ottawa to discuss his business impressions with senior 

cabinet members during Borden's premiership (:114). 

Altogether, from 1910 to 1939, of the 25 directors who began 

their Stelco board tenure during this period, 14 of them (or 56% ) were 

involved in business associations such as the C.M.A. or were directly 

connected with politics. Elite-switchers, la,vyers, and financiers were 

especially active. 

2. The Howe Years and Beyond: Creating Conditions for Formal Liaison 

7 The principle of IIcollegialityll, as used by Max Weber, Clement 

(1975: 22) suggests, IIcaptures very well the type of decision making 

processes and forums developed by the corporate elite. 1I Established 

groups, forming IIcollegial bodies ll , work out conflicts of interest through 

compromise and other processes of adjustment. With the transition to 

corporate capitalism, individual decision-making has been replaced by 

collegial decision-making--a practice which, he argues, IIreinforces exist-

ing power arrangements ... to create an equality within the group through a 

system of mutual reinforcements which makes the overall group more power-

ful than its individual members. 1I ( :22). 

Collegiali ty also best describes the changes in the approach of 

businessmen to industry-government relations beginning somewhat before 

the Second World War (when Hobson's type of personalized approach was al-
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ready beginning to be supplanted by more formalized liaison) but cul-

minating in the approach taken by C. D. Howe to call together for con-

sultative and co-operative purposes leaders of dominant industries for 

co-ordinating wartime production, pricing and allocation. That process 

has continued to the present, but with the "collegiality" on the side of 

business being matched by the "collegial" approach taken by government 

departments in contrast with Howe's more "personalized" one. 

Indeed, this latter development appears to be one which business 

regrets, according to an analyst in Executive magazine in two 1972 

'1 8 artl.C es: he argues that there has been within the big business com-

munity since the e clipse of C. D. Howe, a "cumulating grudge" against 

Ottawa, ,despite the "rapport developing between- the business community 

and the Trudeau government" and the apparent government determination 

to establish confidence about itself among businessmen. Howe tended to 

have disdain for or to bypass parliamentary procedures and the Cabinet 

(a tendency confirmed by Newman's analysis (1975: 343-344)). Accustomed 

to the personal contact they had with a man who commanded extraordinary 

power in the modern period, businessmen found that Ottawa had become 

"much more collective," with the "great man" theory in ministry and in 

bureaucracy having declined. Although there were now, in the "collegium" 

of the cabinet "client ministers" who a cted as voices of specific economic 

and socie t a l interes ts f or the ir departments, neve rthe l ess: 

"While such client ministe r s and de pa rtments ope n up the 
prospec t f or a r eadie r interfa ce between business and 
gove rnment any advanta ges gaine d here have not had a comple­
mentary improvement in the political s ector. Task forces 
have multiplied. There is much more consultation through 
outside contracts. There has been a proliferation of ad­
visory boards and consultative committees." 

(Not, as will be shown, disadvantageous to business), but 



lithe political process--the House, the caucuses, even the 
committees of the House--have changed remarkably little 
to complete the triad with business and bureaucracy.1I 

The author, along with the businessmen, concluded that businessmen ought 

to turn IIwith seriousness and determination toward keener exchanges with 

the politicians in parliamentary committees. 1I Undoubtedly this IIdeter-

mination ll has already manifested itself in various forms, as some of the 

examples used here in connection with the steel industry will illustrate. 

Although the war created opportunities for direct contact and co-ordina-

tion persisting into the 1950's, the process became more subtle--liaison 

groups forming the node between business and government. 

Newman (:324) credits Howe with putting into place the infra-

structure of the Canadian economy that still exists today, in the form 

of the allocation of resources, fostering of postwar prosperity through 

various measures, and the granting of tax write-offs. 9 The war and Howe's 

method of close consultation with already dominant central Canadian firms 

did much to establish the basis of increased postwar prosperity for cen-

tral Canada, which lIemerged from the war with an augmented industrial 

base" when wartime industrial plant was converted to civilian production 

while the West returned to its prewar staple economy (:324n). 

Howe's was a capitalist ethic--a believer in the IImagic of free 

enterprise,1I responsive to lithe right approach,1I he was described as lIan 

operating executive ll who did not contribute to general policy matters but 

merely set in motion what was formulated by othe rs--and fostered the neces-

sary contacts to permit such action (:326-327). Howe, then, was a 

curious kind of power- broker. The scheme to establish special tax credits 

and allowances was suggested to him by a friend, R. E. Powell of Alcan, 
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whose firm was a chief beneficiary of the scheme (:323)--Howe's reward 

after retiring from politics was a directorship in Alcan's parent company 

(as well as a number of other plums, including the Bank of Montreal, 

National Trust, Hollinger Consolidated, and Domtar) (:323; 346). His 

relationship with the head of Alcan was not exceptional--Newman (:340) 

reports that Howe had wide business interests, including close relation-

ships with Algoma's Dunn, G.M.'s McLaughlin, and the U.S. Hanna mining 

people. He moved in the circles of the North American business "tycoons" 

(and also set up a few of his favourites as heads of large private firms 

through his contacts, one of which was his chief executive assistant, 

later, president of Eldorado Mines and Automic Energy, and still later, 

president of Iron Ore Co. of Canada) (:340). 

Many of the fldollar- a- year" men who worked under Howe later moved 

into high positions within the corporate world (many began their careers 

in the corporate world initially--such was the case of Stelco's Scully, 

already discussed). Within the Munitions and Supply group alone were a 

number of men who later figured prominently within Stelco or its board 

or other steel- producing and steel- using corporations: Ross McMaster, 

Stelco's chariman, was a director of Allied War Supplies; L. L. Lang, a 

director of the government Fairmont Co. later became president of Mutual 

Life and a Stelco director; A. C. Anderson became a Dofasco vice- president. 

This same group brought together a number of future executives of stee l -

using companie s: Jos eph Sima rd of Marine Industrie s (during the war a 

director of Quebec shipyards); Harry Carmichae l a Massey-Ferguson dire c-

tor, (and in t he Wartime Prices and Trade group, Herbert Bloom, a Massey-

Harris v i ce- pres i dent, in charge of wartime Metals Administration); Cock-

shutt of Co kshutt Farm Equipment; Cowie a Dominion Bridge vice- president 
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was a general manager of Wartime Merchant Shipping; Hahn, President of 

Inglis Co., was Secretary, Wartime Industries Control Board; and Weldon, 

a vice-president of Rolland Paper and Pitfield & Co., was a controller 

of Allied War Supplies (Newman, 1975: 415-424). 

Of those who were on the Stelco board in 1973, director Browne 

was a member of the Wartime Labour Relations Board; Campbell was on 

loan to the Foreign Exchange Control Board. Gibson was Chief, Economic 

Research and Statistics, Wartime Prices and Trade Board. 

Smith was vice-president and general manager of Defence Indistries Ltd. 

During the war Thode was involved with the National Research Council.
lO 

Thus it can be seen that the war presented an unprecedented (and 

quite legitimate) opportunity for the current members of the corporate 

elite to come together for purposes of consensus and co-ordination, 

whether as members of government agencies or as businessmen at the time, 

in ways which abolished at least temporarily the rather artificial separa­

tion of elites. Moreover, the friendships and contacts established dur­

ing that period carried over into postwar developments when these elites 

went on to head up corporations which had been strengthened through their 

wartime involvements. 

Most Stelco directors of the war and post-war period have been 

actively involved as members of industry or business groups that repre­

sent great potential lobbying power in collective presentations to govern­

ment--in particular, the Canadian Manufacturers Association, the Boards 

of Trade, and the Chamber of Commerce at all leve ls, particularly the 

national one. These directors have also been involved in industry-govern­

ment bodies whi h serve as forums for joint concerns, and on research 



bodies whose programmes may be directed towards industry-specific interests. 

Among members of the 1973 Stelco board alone t the following directors 

were members of one or more of these organizations: Canadian Executive 

Service Overseas: McAfee; Canadian Manufacturers Association: McAfee; 

(and in 1969 t G. A. Hart was a member of the Canadian Trade Association t 

the Canadian Association for Latin America t the Canadian Export Associa­

tion t and the National Industrial Conference Board); Gordon was a member 

of the Great Lakes Waterways Development Association. Directors Thode 

and Griffith were involved in Atomic Energy of Canada t the Ontario Re­

search Foundation t and the Centre for Applied Research and Engineering 

Design. Campbell was a director of the American Research and Development 

Corporation of Boston. Prior to 1973 t McAfee belonged to the Toronto 

Board of Trade t and Rolland to the C.M.A. and the Montreal Board of Trade. 

Most directors also belong either to industry-specific associa­

tions such as the A.I.S.I. (Stelco executives beginning with Hobson have 

belonged to itt often heading up special committees) or the Canadian Pulp 

and Paper Association (Rolland does)t or to technical associations such 

as the Engineering Institute of Canada or institutes connected with the 

metals field: the A.S.M. t A.I.M.M' t C.I.M.M. t A.I.M.E. or the Iron and 

Steel Institute in England. Many of these industry-specific associations 

are international in orientation and most of those executives and directors 

with technical specialties belong to them. As mentioned earlier t the con­

cerns of the se organizations do not stop at technical matters. 

An examination of the organizational affiliations t including 

political involvements t of Stelco directors who began their tenure on the 

board from 1940 onwards revealed that of 33 directors, 20 (or 66.6%) were 



members of at least one such organization. This was a slight increase over 

the memberships held by pre-1940 directors, but more significantly perhaps, 

the tendency had diffused beyond those directors who were affiliated with 

financial institutions or were elite-switchers or lawyers. The increasing 

generality of such involvements would point to the increasing importance 

of such organizations as consensus-seeking and co-ordination bodies. 

Further, most of these involvements did not originate directly in wartime 

activities and their increased incidence cannot be termed an artifact of 

that particular period. 

Those directors who were directly involved in state capacities 

numbered four: Honourable C. A. Dunning, (Stelco board 1940-58) an elite-

switcher from farming to politics to business (who, in the war period ran 

one of Stelco's biggest customers, Allied Merchant Shipping 11 and before 

that was Minister of Railways and Canals and Finance Minister in the vari-

ous King governments and returned to government for the war from his 

directorship in several large corporations
12

); Scully (already detailed); 

Senator E. C. Manning; and H. G. Thode. The other 16 directors belonged 

to business associations (usually the Boards of Trade of Chambers of Com-

merce) or to the Ontario Research Foundation (5 directors), or the National 

Industrial Conference Board (two directors, both associated with the Bank 

of Montreal). Three directors belonged to both business associations and 

business-government forums: L. L. Lang (1944-1965 board): the O.R.F. and 

the C.M. A.; G. A. Hart (1959-1969 board): International Chamber of Com-

merce, National Industrial Conference Board, Canadian Export Association 

and Canadian Trade Association; and H. M. Griffith (1960 to present board), 

the O.R.F. and the Hamilton Chamber of Commerce. Most of these directors 



overlapped in time, so that collectively, a great deal of opportunity for 

liaison between industry-specific, business association and business-govern-

ment forums 'vas created. 

The final portion of this section will be devoted to examining a 

number of specific examples of both co-ordinated industry approaches and 

Stelco involvements which provided the contact necessary to influence gov-

ernment policies. 

That the Canadian Manufacturers Association and the Toronto Board 

of Trade do not restrict their concerns to narrow business topics is evi-

dencedbytwo recent meetings: in April, 1976 the Toronto Board of Trade's 

president, E. G. Burton, and Stelco's chairman J. P. Gordon and other busi-

ness leaders met with the Treasury Board president, Chretien, to discuss 

government spending; at its June, 1976 annual meeting, the theme of the 

C.M.A. was business-government relations and the Federal Cabinet was to 

"b d' , d b f 13 D ' partlclpate y respon lng to questlons pose y manu acturers urlng 

the same period, Stelco's economics manager attended a seminar sponsored 

by the Institute for Research on Public Policy: its topic was Federal 

government operations. Nor was the government less concerned about under-

standing being fostered between business and government: Industry, Trade 

and Commerce appointed as its senior advisor on business-government rela-

tions the former chairman of Ogilvy and Mather, a Toronto advertising 

agency, whose job it was to solicit viewpoints from business (including 

Stelco). 

An area of mutual concern is and has a lways been labour--labour 

unrest, labour demands, labour productivity, and labour's complaints about 

health hazar ds. The Ontario government, weighing the advantages of estab-

lishing a Provincial Productivity Council, consulted with business and labour 



leaders, and sought Stelco's views. Also during 1976, Stelco's Gordon met 

with the Minister of Industry, Trade and Commerce and attended the Mini-

ster's Advisory Council meeting--the topic was the need to improve produc-

tivity. The office of the Prime Minister, clearly concerned about labour 

problems with public employees, appointed a former Federal Minister of 

Labour to act as a consultant on labour matters--he sought Stelco's views 

on the subject of reducing strikes. The person from whom he sought advice 

was R. E. Heneault, the vice-president of personnel and one of eight Cana-

dian business leaders on the Canada Labour Relations Council which had in-

cluded representatives of the Canadian Labour Congress before their withdrawal. 

One of the causes of public concern and labour anger recently has 

been the problem of coke oven emissions and their probable carcinogenic 

effects--the United Steelworkers of America was preparing to press the 

United States in 1975 for mandatory engineering controls, and the Canadian 

14 
steelworkers were anxiously watching developments there In May of 1976, 

the U.S. Council of Wage and Price Stability recommended that the Labour 

15 
Department abandon plans for stiffer standards due to costs . 

Stelco, in the meantime, had launched a "multi-million-dollar" 

undertaking, and was building a series of hoods over its coke ovens to con-

trol emissions. An entire issue (April, 1975) of its company newspaper de-

voted its attack on environmental problems; Stelco complained that environ-

mentalists were starting to go beyond gross pollution problems to those 

of IIfugitive emissions", the smaller sources of dust whose control would 

"incur substantia lly higher costs ... with significantly smaller results." A 

year later, the Ontario Minister of Labour visited Stelco to tour the Coke 

Oven operat i on and learned first-hand about Stelco's occupational health 

programm. A few months later, Ontario's Minister of the Environment 
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presided over an official opening of Stelco's new water filtration plant 

and afterwards he, local MPP's, Regional Council and media representatives 

were given a presentation on Stelco's environmental quality control pro­

gramme. It could be said that Stelco is building up its credit for the 

future. 

If governments are sympathetic to Stelco's concerns it will not be 

a unique occurrence. During the first (and most bitter) strike in Stelco's 

history (1946). Government, concerned tha t the union's demands would 

spark post- war inflation, by order-in-Council placed the three steel com­

panies under the authority of a government controller; those who refused 

to work for him "without l awful excuse" would be fined and those who ob­

structed the exercise of his authority subject to a five-year prison sen­

tence (Kilbourn, 1960: 188). Government hearings were also set up to 

hear both sides of the dispute, but came to no conclusion, although govern­

ment and company supported Donald Gordon's opinion that a ten-cent an 

hour increase was the maximum at which wage and price control could be 

maintained (:193). After a mass rally and march by the strikers and their 

supporters, the Hamilton police chief called in an R. C .M.P. detachment but 

no action was taken (: 197) . Finally, the government urged S telco to make 

a concession--the company offered three-and-a-half cents more than Gordon's 

"absolute maximum," and the strikers voted to accept it (:198). 

In 1974, Justice Willard Z. Estey of the Ontario Court of Appeal 

was charged by the federal government with the t a sk of investigating stee l 

industry pricing policies, profit margins and inventory practices. In its 

January 1975 company newspaper, Stelco triumphantly announced to its em­

ployees tha t t he steel industry and Stelco in particular was not only ex-
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onerated of any suspicion of abuse, but commended as "efficient" and 

"responsive to the country's needs." Estey went on in 1975 to head the 

Air Canada inquiry and was appointed Chief Justice of the High Court of 

Ontario. Estey was a prominent corporate lawyer before his 1973 ap­

pointment to the Court of Appeal
16 

Undoubtedly Estey's background was 

such that his method of investigation did not challenge traditional ac­

counting procedures. 

That business elites and state elites are of like mind in the 

case of many issues is not surprising, considering both the influence 

of similar social origins and educational patterns, as well as a shared 

belief in the "free enterprise" system. Such commitment is reinforced 

when elites come together formally in councils and committees which are 

established for the express purpose of soliciting business views and 

utilizing businessmen's knowledge of their own economic milieu. During 

the Howe years, twice a year, Newman (1975: 342) reports, "a select 

group of Canadian executives was shown draft forecasts on the state of 

the Canadian economy before they were sent on to government agencies for 

appropriate policy formulation." The briefings were secret, all-day af­

fairs involving about 60 senior economic advisors from the private and 

public sectors. 

The modern e quivalent is the Advisory Council to Industry, Trade 

and Commerce, a high- level council comprised of 36 s enior businessmen and 

one academic (appropriately, from the University of Western Ontario's 

School of Business Administration). The business elites include Stelco's 

Gordon, heads of Ford Motor, Canadian Pacific, Falconbridge Nickel, Alcan, 

Shell Canada, Bell , Crown Life, Hawker Siddeley Canada, Burns Foods, Mas-
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sey-Ferguson, and the Bank of Montreal's G. A. Hart. In a Financial Post 

(June 19, 1976) article entitled, appropriately, liThe People Who Have 

Jamieson's Ear," some of the purposes of this council were set out: to 

set a priority system for corporate investment over the 1980's decade; 

specific elements of that overall aim include the development by business 

and organized labour of "a mutually-acceptable way of measuring corporate 

financial results" (so that there is a "formula to which each side agrees); 

to determine if federal research and development funds are adequate and 

properly directed; to determine if too much federal assistance is going to 

the "sick" section of industry and society and not enough to the "potential 

winners" (and separate sector committees were to be set up to distinguish 

winners from losers, entailing their agreeing among themselves which sec-

tions should be boosted and which: allowed to die out); and lastly, the need 

to create "Canadian sales teams" for world markets. The article went on 

to suggest that the council was a " test" for Jamieson, that business would 

not be " too pleased" if he could or would not use the Council's advice 

lito effect changes in cabinet policy." Jamieson stated he had already 

begun to receive information-flow through the Council and that some of 

it aided in drafting portions of the federal budget. Once again it ap-

pears big business has been given a legitimate opportunity to contribute 

fairly direct input into policies which will help shape the economy in 

outlines acceptable to those \vho lead the dominant sectors of it. 

Another opportunity more strictly related to the Canadian steel 

industry is provided by FERA (Ferrous Industry Energy Research Association), 

a creature of the 1970' s establislied in 1974 lito co-ordinate and direct 

research into more efficient energy usage • .• " and lito provide a common in-



terface with government energy agencies"; already the association has 

"emerged as a forum for government-industry talks on energy topics"
17 

The association members, the dominant steel producers, account for 85% 

of Canadian steel output. Although open to all members of the Canadian 

ferrous industry, so far only Stelco, Algoma, Dofasco, Sysco and Sidbec-

Dosco belong to it. 

Although ostensibly an industry association, FERA will undoubted-

ly become an important lobbying force for the collective interests of the 

Canadian steel producers. Steel being an energy-intensive industry, the 

Canadian producers must ensure that the sources of Canadian energy (in-

cluding hydroelectric power, especially in Quebec where its abundance is 

of importance to the many electric-furnace operations) are developed and 

channelled in such a way that Canadian interests are not shortchanged by 

foreign ones. And the Canadian government will surely have a role to 

play in pressing the American government for concessions should limita-

tions be placed on coal exports by that country. Control of the oil and 

gas situation in Alberta would also seem to be of importance to the steel 

producers, and any pressure applied to the Alberta government would have 

to be legitimated through Ottawa. 

Finally, in the matter of ensuring that the necessary infra-

structure is supplied by state agencies to service new steel plants, it 

would appear that Stelco has been successful--in its 1975 annual report 

it announced that the Ontario Ministry of the Environment had installe d 

a pumphouse to provide process wate r and a mile of 48" diameter water 

pipe at Stelco's new Lake Erie site. Undoubtedly, the concept of regional 

government to replace the numerous small municipalities with which a geo-
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graphically widespread industry would have to contend is also of benefit 

to Stelco. In a brochure puplished by the Hamilton-Wentworth Regional 

Government shortly after the scheme was created, the government pledged 

its determination to playa role in ensuring that its plans included as-

sessment of the "proper" location of industry and business, was setting 

aside a million dollars a year for the purchase of industrial park lands, 

and announced its recognition of the fact that "with all the pressures 

for development and growth along the shoes of Lake Ontario, it was no 

longer feasible for every municipality to make decisions independently." 

A co-ordinated approach would make for better planning decisions. Un-

doubtedly, the existence of one co-ordinated body would also make it 

easier for industry to make known its needs--and obtain the desired res-

ponse. 

Despite all of the complaining that business does that governments 

are undermining the "free-market economy" with their excessive inter-

vention and, along with the general public, seriously misunderstanding 

business, there appears to be no end to the ways in which avenues between 

business and governments are opened up for joint consultation and for 

action favourable to business. C. Wright Mills, in his White Collar 

(New York: Oxford, 1951), sums up the situation neatly: 

"Across the bargaining tables of power, the bureaucracies 
of business and government face one another, and under 
the tables their myriad feet are interlocked in wonder­
fully complex ways." (:79). 
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the Canadian rate 1.0% or if already manufactured, 12-1/2%), 
bar-shapes, and track materials. It Hould appear advantageous to 
Canad i an stee l producers that such semi-finished items as ingots, 
blooms, or billets, as Hell as II skelp" or Hire rod to be used in 
manufacture of wire, a ll enter .Canada fr ee or at low r;:ltes; scrap 
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Cha pter 8 SULl li\' Il.Y AND CONCLUSIONS 

I SU1::iIl'.RY 

The main protagonists in St elco ' s cr8:ltion and in the cr 8~ t ion 

of SO;:18 of the predecessor compo.nies to the merger Here s8t in a his -

toric2 l c ont8;~t IV'hich sm] the rise of Can.::dian finan c ia l force s out o f 

me:ccantilism and their mov ement inco industrial [lrcas Hh ich e nhanced 

their c Ol.Jllercial pu r su its. These for c es incl l\l :_cc; a risin;:; n21-7 CL1SS 

in Toronto uhich , b)' the tiiile Toronto b8g an to reach m8tropoli tan st.::ttus 

before the turn of the c entury , had been a b sorbed into th8 establ ished 

class and operated ou t o f 2 financ ia l bas8 in Toronto . Thus Toronto 2Gd 

~- ~ontrca l f or c es \"8re stt"ong enougl". to tnckl e join tly th e crea tiol1 of a 

COf:lp.:my \"hich not on l y b8n8fitted their e~dsting i nte r e sts bu t c re ::: t ec: 

n CH ones. They Eloved early i nto indus tries such as i:a ilHays, uh i c h 

prov i ded i:1fras tructu r e for comr,1e rcial pursuits .:1110 l inke d hintcrl C'.l1c~_s 

to the mnin s tr83iil Canad i.::tn maLIce t economy. By the time Amet"icans \-Je::-e 

mal~ing serious inroa(~s into Canadian manufactur i n g and resource indus-

tries, Canadi an financial forces \-1ere _in a position to crea te compnnies 

such as Stclco and to p articipate in control of steel companies oriein a lly 

created by Americans (tha t is, Dosco a nd Al g oftla ). 

The greatest c1ev e lopmei1:: in the s teel i n dustry , it ,vas shou11 , 

coincided Hi th the raih73Y building enterpri:-; cs undert .2!cen by th2 in­

dig enous e lite ; this fact po i nts to the importanc e of stee l f or r a ilHoys 

and vice v e r sa- - steel added an important pm'ler -b~s e for an elite o thc'l.-uise 

He 2Ic in the manufacturing sector. Ear l ier, entrepreneurially esta blished 
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and operated fi rms ';7ere small, risky ope r a t ions which became L'scfu l 

in t he first railu~y periods but appeared not to be financi~l ly ba c ked 

by established cla sse s . Those uh ich m:~rc f inancially bac ked , such as 

the ro lling mi lls in Quebec, Here not t al~en ovc:c llr..d run directly by 

the dominant cl ~ss . In. 1 868 , prorainent Hon1:real merchants and fin anciers 

e s t ablished "the Nontrea l llolling Hill s and. 2b sorbed some of the <llr c ady 

e}~is ting entr epreneurially established firms. This UQS the beg innin::; 

o f direct involvemen t in steel by g roups operating out of an establ ished 

base in finance, an d the Bank o f Hontreal Has a lso invo lved. It ~vas the 

general pattern by 1910 , t~en Stelco Has created, f or non-manufac t urinz 

elites to move into manu facturing and take over existing firms r e t her 

than establishin8 firms themselves . 

The :cise of Toronto, \-7ith control over i t s m·m. hinterLmd and 

the rise there of important financial institutions a t f irst challenged 

the po"\verful Hontreal interes ts, but bet~·7een 1850 and 1870, railu.;:;y s and 

manufacturing developed an i ndustri. a l base l <lr[~e enough to support a 

Cclno.dian s t ee l industry, 2nd Toronto e lite s 28 \vell a s Hontreal e Li_tes 

bega~l. dra\ving t h e various small e lement s together under more c entral 

control. The creation of Stelco by 3n a lliance of Toronto and Hont:c ea l 

elites represen ted the b eg innings of a national e li te class ,·,hich the 

Ste lco merger helped so lidify and con tributed, [l long Hith othe r meq:;cr s 

promoted by Cana dian e lites, to the Hidening of this e l ite ' s pOH<~r-b:lsc. 

Although s ome of the comp8n i es uhich joine d in the St e lco merr;er 

Hc:::-e or isinally Ar.leric <.ln-establishec1, the r.lost i mport c:: n.t i n llami l ton--the 

On t ario Rollin::; Hills and the Hamil ton Blast Furnac e C om::> any , as Hell 

<.lS C.:mada Scre~v Co. --had e<.lr lier come under the inf luence of 10C2l 

financial lites. The Hamilton compcmies ::mel N.ontrea l Rolling Nill s 



(no" un der the con trol of promoter H2X Aitken , supported by the hcC'd 

o f tll~ Bank o f l·Jontreal), Here the most i mportant e lel7lents of th e f: lCrge l", 

~oining influentia l Toronto and Nontreal e lites <md linld.ng them Hith 

local Hamilton e l ites . The t\VO main groups r epre sented the e l ements 

Hh ich c reoted the vcrt i col i ntegr ation of primory steelma!(ing ond 

finisl,in g (the o ther Ontnrio compa nies h ad b ecn dependent on HC::;<1 i l ton 

Steel and Iron fo r their primary s t e el and the l ·L.~i h ad b een dependent 

on Nova Scotia primary s t eel). 

The significance of the 1910 Stelco merger and this perio d of 

deve lopmen t is that the condition s vlere c rented for a strong and nutono­

mous Canadian steel industry --the early an d con tinuing alli c:l1. c e betueen 

Stelco and the Canndia n e lite meant that Hl1ere there r emained significant 

forei gn input in Canad i a n steelmaking , Canad i an elite interests had to 

b e included as participants, and onc e included , ~len economic conditi ons 

no longer favoured continued American interest , the " Canadianization" 

of other elel7len ts in the indus t ry could occur, further strengthenin3 

Stelco 2. S a CanAdian steel compan y . The inu-nedinte effect of tlle uerger 

mover.lent \vhich ended about 1')12 ylas to clo se l y connect Can adi.m fin an­

ciers and promoters "ith c:: number of comp lement3ry compcmies in steeL 

proGuc i n g , stee l fa bric ating and steel using i n dus tr ies , thus making the 

indus try a highly concentra t ed one quite ear l y in its development and 

also establishing a high degree of interdepen dence betHeen the industry 

and the Canadi an financial elite. 

It was argued in Chapter Three that the interlocking director­

ship s Hhich are significant are those \lhich shoH historica l continuity 

and high density relative to others--the s ame interests are represented 



over time on the Steico board regardless of change s in personnel. Tlle 

purpose of the intensive nnalysis of tinancial directorships Has to 

establish the pervasiveness of Canadian financial LnLerests over time. 

It vlaS found that 25% of the directorships held by Stelco directors 

(uvth "ins1.ders" and '"outsiders" ) bet~veen i9l0 and 1975 consisted o f 

seats on fin ancial institutions, and that as well, financial director­

ship holders were tightly interlocked. Eighty per c ent of Stelco 

directors over this entire period held at least one financial dir ector­

ship and over half held three or more ; significantly , 35% of all dir­

ectors had as their principal affiliation a financia l institution. 

The significance of the financial directorsh ip is t ha t it allmvs 

industrial corporations access to the good Hill of b,mks and institu ­

tional shareholders and is one side of the reciprocal relationsh i p in 

Hh ich financial e:~ecutives sitting on corpor ate bOQrds gain insider 

informotion valuable to credit and inves tment decis i ons concerning that 

corporation; no less important, \1hen these directorships occur in n et ­

H01"1<:S of financial insti tution-industrial corpora tion interlocks, they 

c ement a lli ances and reinforce the financial ne~~us. Ins ti tutiona l s h a re-

holdings were shovffi to comprise a large ,portion of total shareholdings 

Here shoH'll to comprise a large portion of total shareholuings in all of 

the ;'Big Three" stee l producers and to be increasing over time; this 

fact lends support to the argument that finance con tinues to be a per -

vasive presence in Canudian stee l. Given tho t at the sarlle time th.:1t 

inclividuCll shareholdings have become morc di s persed, it 'I;.]as concluded 

t hat i nstitutional shareholders and other fin<1ncia l institutions arc 

able t o form coalitions to influence Ste lco, ~nd that these o\ffiership 

ir~tcTests reinforce the direction of influence fTom financial institution 

to corporation. 



The significant financial interlocks were found to centre 

a;:-ound bank interest groups. Of thes e , the Bank of I·Ion tr ea l and 

Royal Bank groups, inc l uding certain key trust and insur~mcc companies, 

Here found to be the most pervasive ; the interloc:.:.s ",ere Iaac1c ffio r e 

si~nificant by the degree of institutional sh2,reholcling Hhicl: made 

coalition-forftlation possible. There is a lso historical evidence to 

suggest that these tHO banks still represent an alliance of interests 

rather t han a division , since both exerted important influence on Stclco 

during its me r ger and early period and are interconnected through in-

stitutiona l shareholding s and dir ectorships c entering around Stelco. 

In the second of t\-JO chapters devoted t o aspects of Stelco ' s 

p-:oductive development and relationships, evidence Has presented froiT! 

an ana l ysis of industrial corporation directorial interlocks since 1910 

Hhich suggested that some of th e continuity of corporate interests <lnc1 

density of inte=locking could be related to financ ial i nterest gro~ps; 

i01"J ch of the pattern e~~h:i.bited over time al so ,-JaS related co ~re ;: s of 

sectoral dominance by the indigenous Canadian e lite operatinf:, out of 

are2s of economic strength and control. When the se are taken toge ther , 

it :-nay be conclu deJ thn t Stelco is enmeshed not only in 2 f i nancial 

netllork but is an integr<:"l purt of the Canedian -controlled segment (;;: 

the economic structure fron Hhich it draHs its strength and to 'ill icll it 

l ends str eng th. 

In the last port of Chapter Three, an analysis Has made of the 

dynamic interplay in the financia l structure of Stclco betueca va:r.:iou3 

suurces of capital. It was concluded that especially in times of 



e~:p~:nsion, ,.;i tll the need for grea t e r amounts o f capita l than c an be 

contributed from internal savings, high indebtedness makes corporations 

vulnerable to direct financial control. Although evidence of s~ch 

control i n Stelco's case Has not conclusive , it Has noted tha t in the 

l as t tHO decades the~e has been an increa sing separation o2tueen the 

contribu tion to the company ' s capita l structure made by i n t erna l anli 

externa l sources of fun ds , indicating tha t Stelco is of nec essi ty if 

not b~7 i ncl ination r.10re than ever ti ed in t o Lite fin.::mcia l nexus . T,.is 

evidence and the i mport ance of inst itutional shareholclings to the cor -

porat ion l~as another side to t he coin--fin<:lncial institutions also need 

financi a lly v iable, profitabl e , high - grml th corporatiGl1s such as Sta l eo 

as out lets for inc;:eas ing 2wounL s of invcst!J1ent-seel~in6 capital aCCll:',iU -

l ations . Thus the f i nancial institut ions 2nd industr i al cor po=ations such 

.=s Stc lco 81." e thrO'iffi i nto [\ symbiotiC relationsh ip. In the c ase of 

Sta lco, t hat r e l a tionship is a l most e:;:clusive ly Hi tll t h2 dominant 

Ccilladian-controlled financ ial insti tutions, fU:Lther reinfor c ing t he i.r 

interdependence and their streng th . 

In Chapter Four, the Canadian steel industry was set again~t 

t he backdrop of t he indigenous e lite and f oreign e l ites es tablishing 

bases 0 :( clominanc e , Hi th Stelco se t in t he continental conte)~t Hhich 

developed out of the North Atlantic Triangle o f rel a tionships center ing 

around British colonialism. Canada \Vas seen as a hinterland of British 

' exploitation, and as a hinterland in terms of U.S. industrial pene tra tion, 

and a lso as having its m-ffi hinterlands \vhich its metropolit an fo r ces 

dominated in their 0'i-7n interests. Hany deve lopments in the steel industry 

may be viewed as evolving out of the condit ions set by these early 

relationships. Especially in terms of the con tro l of sources of rem 



materials, the Canadian s teel industry (and to the greatest degree, 

Stelco) is involved in the e: ~p loita tion of are8S both in the U.S . 
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.:::nd in Canada in partnership \'lith important Amer ic8n steel and mining 

interests. Stelco is very much i mplicated in t he " continenta list" lo:;i c 

of :~ntcrdel?endence and interpenetration nt t he marketing e nd of its 

operat ion s 8S '1'10. 11, par ticularly in the Hest and north-Hest hinterlancls, 

'Hl1ere it dominate s in supply ing steel to both domestic Canadian and 

domestic forei gn user industrie s as well as to the g i ant forei gn­

controlled oil and gas industry . 

It was ~hO\m that 8n n;;gressive c ampaign of vertical and hori­

zonta l expansion along with the good financ in l c ondition of the company 

in favourable economic periods contributed to Stel co ' s ris .:: to doninc.nce 

over the other Can nd ian pro ducer s . Such e)~pansion included <:l cquirin s 

c omp.:mies 'Ivith e2dsting pr o ductive facilities emd markets into 'Io7bich 

Ste1co moved to establi sh regiona l <:lnd product d ominance without having 

to crea te these conditions itself. 

An e: ~ .:ti:1ina tion u a s made of "lvays in "lvhich the Canad i an steel 

producers, through the ir individual areas o f product exper t is e and /or 

est~blished dominance, divide up the market and reduc e compe tition to 

such ite~s as rapid delivery, freight a llowanc e s, or d i fferences in 

qUClli t::' , gr.:ldes , or fini shes in areas '\Vhere t hey do produce the same 

lines. Whe re only one or t u o of the maj or producer s h ave a product 

monopoly, buyers must eitl~er buy "off-shore" or deal '\Vith thes e pro­

duc ers . Price l eadership a lso serves to elimi na te compe tition. It 

'\Va s t::.er e f orc concluded tha t although Ste lco is the i ndustry leader, it 

must b e understood in connection \vith the o ther ma j or producers as forming 

a unif ied whole. 
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In the c r.:lpter on governme llt-inc1.us try r e 1 2tions , it Has s h m-ffi 

that industry associations and other business groupings 3erve as e)~-

t ens~ons of the s t ee l corp ora tions, a llowing co-ordination of polic y 

on impo r t ant mstters of concern to all of t hem , and at a Dore genera l 

lC\Je l, org;mizatioils suc h 2S the Chambers o f Cor;:merc e reconcile t~'. 2 

more particularistic concerns in t erms of cless-re l ated i nterests . 

Finally , by comin g t03ctller with state c l i t es on various ~overnment 

cOl!1I.lit te es and advisory bod i es , the stee l producers, l i ke othe r [.1cf:'.be rs 

of corporate c apit a l ism in Canada , create opportunities to pre sent a 

unifie d f r ont to pressure, inf l uence and advise state bod ies on t t e 

courses o f action or policies benef i c i a l to particu l a r indu stry inte rests 

and t o c ap italist inte rests as a v1hole . 

The stn:c t t! ;.' n l nrwly sis ,·;as s ~lp p lcJllented , in C:wpte. r Si:: , b;T 

::m 2.1l.:11}' sis of the soc i al characteristics of S t c lco c:ce c '.ltives anl~ 

di.r e ctors , :.end i t ,-lus concluded that COl:ll~lOn cl a s s ol' igins , ecluc c.t io~ C', l 

.::mcl care er e}~perienc es reinforce the cuhesiveness <mel cl uss consci.ol.;s -

ne :; s c r c ':l ted by a c ormYlon interc st in the c apit a l i st p-::-o duct i/2 s y ::;ter,l. 

S tclco C ; ~<2 c u tives Here f ound t o p l el)" a vi t a l rol e in c cmen t i n;; relati.on-

s l-:.Lp3 .J;·tlOn~ e cononic pouerholders and betvlCen t h er.l anu. the sta t e til1:0l~Zh 

c~ .Lr c c tor- s hips , e li te club memb e r ships , and :?;ove l:nment i "tlVolv2!llen t . 

II COtICLUSIO:: ::; 

The que s t i on "lid,clL is tile " probl er.1.:1 tic" o[ t he the sis i s t1: e 

quest ion o f Cannu. i nn control in a sector o f predominant l y iorei:?;n COll-

trol ; Ste lco an d the other prLnary pro d~cers a r e s een as 2n a noD£ l ; . The 

historical and o th e r clata u11ic h have been brou~ht to bc.::r on the qLle.:.;L.on. 



11<::';;e all." e ady bc.:n SUf:1i"o C!i..:i 2cd. It r ema ins to p inJ?oin L Hha t c l emcnts of 

this e ;~p lm12t:ion mu s t be considered as t he n ost 1Llpo:ctant (~etermin<1 ll:::s . 

The o.ns"er c annot be a simple one as the r.::~ i.s 0. con;I?le:~ of facto,-"s , 

but briefly, the c entralitY,of the financi a l nexus an d its orig ins in 

mer c anti l e pur su its cannot be i gnore d . Raihmy s , it is argued, He re 

an important e;~t ens ion of lilercantile and fin "lnc ial activ ities of the 

early indigenous e lite ; raihlaYs ,,/ere also inportant to the steel 

industly, proviuing stable ear l y conditions for deve lopment and an 

opening for support previously l a cking from e s t a blished classes . Hence, 

considering the character of the early indigenous e lite 's power-base, 

railHays emd stee l must be taken tog ether in any e;~p l anC\tion. 

The fDC t th.:: t other indu s tries c ame unde r Cc:m.a dian financic::l 

control and then reverted to foreign once a g Clin (for e1~amp l e , Canadian 

Genera l Electric) appears first blush to ,ve.:l ken t he aq; i.!ment for the 

c entra l ir:lport t>nce of Can;l c1ian finance. l:owe"., c r , i t rr,u s t b e borne ::'n 

mind t h,1. t investment in c orporat ions f Ol" purposes o f s tock s pcc l: l .:1 t.:. on 

or other forms of gain, in Hhich the c orpor nti.on is ]":1c r e l y 

COl!J110dity , "lQulc1 not be s uff ic ient to motivate the inc1i ~enous elite to 

main'.: c.in (' r str e ng then their hold on a part icu l ar indu s t ry or coc.~p<lny . 

But the motive t.o strcns then. or exte nd a base o f pm'7e r is :~n C),('.dcd 

inciuc ement i f sufficient opportunity for do ing so i s presen t ; the co~-

por 2. ti on t hen he comes a pOHer resource. Evidence presente d throu:) lOu t 

t h e t hesis would support the con t e n tion th~t the Canadian financ i~ l e l ite 

'785 not indifferent to the quest i on of c ontrol of the Canadi an stee l 

indus ~ry , as t hey Here not indifferent t o its potentialities both as a 

profitable indu s t r y and as one tha t could be i nteGrate d into other 

tradi tiona l activities such as r a ihvays . Steel must, the ;:efore, be 
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viCHed as i mportant to incl i~cnou s e l ite pOHet' , much nee ded to extend 

the base of an otherwise narroHly b&sed e l i te. 

An i mportant methodolog ical i s s ue r n i sed by t he study is t he 

extent t o '\Vhich a c c.se -study approach po ses lnoblclols .:md l iri1its of 

analy sis pecul i a r to it '\Vhi ch Hou ld affect t he va l u e of t he fin (~in~ s . 

In Chapter One it \v3 S sU2;2;c sted t ha t t he t:specific lf versus I gen e r2l" 

l evels of ana lysis pose i I:lpo rt;;:n t probl ems for c ase stlldies not ari s ing 

in or r e l evant a t t he aggregat e - s tudy level. Since a corpor a t ion such 

[IS Stelco is implic<lt cc.1 in a ne t\'70rk of interconne c t i ons w;lich mu st be 

made sense o f , data must be ana l y sed in such a Hay that patte rns eiJ.crg~ 

uhich point t o a se t of relations o f significnncc to the ope ration of 

one spec ific en tity among many in the corpor2.te Horl <1 . The " interest -

group'l c entering around i laportant financial institut i ons is one Hay in 

Vlhich connections among corporD.tions makes consis tent sense in the 

c ase of one particular corpora tion. 

The qu e s t ion o f the applicability of aggre:;;ate s t atis tics to 

a specific cas e a l s o arises , as '\Vas seen in the ana l ysis of class 

origins and career patterns in Cha pter Sb~, as Hcll as in the 3ttCP1~) t s 

to s tratify directors i n tCi."ms of relative importo.nce. An occasiona l 

lack of close !'fit" bet,veen t h e case study clwrc:cteri s t i c s and thos e 

o f the aggrega ted kind i s r~vealed in such instances. It was fOlln ~ 

that a lthough tlle re Has a relationship b et\-ieen the ~ggrega te s t a ti s-

tics and the charac teristics of Ste lco directors, t here were a l so 

patterns unique to the particular cas e , a s \voul cl be e:~p ected . Furth er, 

the case study has the added disadvantage of not 3llm'ling comparability 

betHeen the particular corporation or sector of activity unde r inves ti-



gation and others , 2lthou 3h there ~vere c o,nparisons made betvleen Stelco 

and other corpornt ions Hith in its mm sphere of action. Steel, it Has 

repeatedly pointed out, is an a noma l y ; only by introducing data f rom 

othel.- industries could the fu ll si8nificance o f Stelco' s ("md the 

steel industry1s) place in the overall scheme of Canad i an an d con­

tinental c apitalism be understood. 

lI oHever , the shortcomings o f the case stEdy approach a re 

precisely its virtues. Case studies a lloH intens ive analysis of t h o s e 

fea ture s '('1hich a re unique to the c as8; they .:: l so r eve.s.l hOH genera l 

t endencies, a s, fo r e ;;:.::\mp l e, i n interlocking and concentr a t i on, pa tte rn 

themselves a long l ines a ffecting the individual un i t in the corpora te 

Hhole and make more understa ndable the behaviour of the particul ar unit 

un der investigation. (Unfortunately , such :m .sn a l y sis is limi t e d, in 

the c ase of a major corporation, to data '(vhic h is publicly avail a bl e , 

nnd although pntterns o f relationships "'hich ,('lOuld, fo r example, clete::" ­

mine poss ible line s o f l-eciprocity, c an be shmm to exi st, concrete 

e;;:ampl.es of hOH thes e meclw nisms op erate is us u2lly lacldng due to the 

clo sed nature of the corpora te Horl d and the politica lly sensitive nature 

of such questions.) Intensive analysis of one c orporati on over time, 

l £ se t Hithin its industrinl and historical c ontext , p'i:"ove s extremely 

valuable in understanding the deve lopmen t of monopoly capita ll sm as the 

process is '(vorl<ed out unaer specific conai tions Hhich provide both 

l. l.ml. ta tions and opportuni tie s for Ule individu a l corporation. Th is 

ana l ysis provea to be especially revea ling in e:~l? lorinG a spects of 

Stelco's grmvth and in m~amination of aspects of its productive and 

market i ng contc };:ts. 



Lastly , there are ospects of the fo cus and theoretica l organi­

zing assump tions used in the study ~'lhich arc O}1,en to attack on at l east 

tuo fronts. Althou:;h the dynamic interplay betHeen corporations, 

corporate elites, and econonic context Has emphnsizec1 throughout t:le 

study , the focus "vas narrOH due to the quantity and comp le~~ity of l:he 

Gata, and did not encompass the relationship betvleen e l ites and non­

elites. In the opening remarks, it \-las cor.11:lendcd that pm"er is both 

"causing: ' and "caused tl but attention ""as paid only to the "cC1useci" 

aspect--that is, to those Hho through their poner resources cause con-

ditions to be created to "~lich others who do not participate in such 

decision-making processes must respond in less efficacious Hays . 

POHer-elite studies , it was noted, are particularly open t o 

the chnrge of being narrow and static througll a neglect of inter-cl~ss 

rela tions in favour of intra-class ones. Although the present study 

attempted to avoid SODe of the grosser failin3s of pOHer elite studies 

by introduc ing E2n:ian ea tegories of ana l ys is, the resul ting mb:turc 

of pOHer and stratification concepts--elites , i ~r~ian clnsses , and Lhe 

graduated rather than polemical class categories of conventional strati­

fication C1nalysis--tend to co-exis t rather uneasi l y . Although there 

are points of convergence, these categories of cnalysis tend to be some­

",hat contradictory unless some synthesis is ma de . No such synthesis Ha s 

attempted. Such & synthesis way be more fruiU:ully attempted in connection 

Hith s tuclies Hhicb take the corporation ~ s .:l stnrtin:;--point but e)~t:cncl 

the analysis through an intensive analysis of inter-class relations. 

The present study must be unders t ood as bein8 only e:::p lorntoi..-y 

and pnrtial, despite length and comple}dty. Future studies of dominant 



corpora tions should include not only an analysis of the ir effects on 

corr:munities, on Horkers aUG the ;;enernl public, but should olso e:~timine 

the \'lays in Vlhich these gi:"OUpS act back upon the conditions cre aced by 

power-holders , thus creo ting conditions f or f~rther strategic r eadjust­

men ts bet\veen cl c:: sses. 

In a study planned for the future , the trans ition fr om 8 l i<:(; 

to clas s analysis Hill be made t hrough em exar,lination of the implications 

o f ti.1e concentr.:ltion of corporate pm-ler for t hose Hho l ive out their \lorldn~ 

lives uithin corporate hierarchie s ",herein opportunities for advc::nccment 

arc determined by conditions o f s tructured inequnli t y . .". lthough tl1C 

prcP.1i,;e fr om Hhic~l the study Hill proceed is that c orporate hierarchies , 

with their relatively c losed e l ite circ l es ot the top of organ lzctlons, 

2ffcc t Cai.-eer e;cperiences and 1110 bil i ty oppor tuni ties for tho 5e cfllployed 

in them, quite different tlleoretical and methodologica l fram~rorks ai:"e 

celled for . As in the e l ite c ase -study , intensive ana l y sis Hill be 

e:·.lployed, 'Out it must b e of " qua li tative" :~ind--<llthough qU2ntitaci.ve dCli::Q 

::lwt \vill 3 1101.,1 COl;l~)ar<lbi l ity in inter- corporate ;mel inter-sectoral tCi:"; .. S 

is required fo r conte;~::u.:tl purposes , the l'.Wiil focus must of i.1c c essit~' be 

011 individuals rathc:;: t h .:m merely on su;:face :l"llc ic.::ltors . The e;~tci.l.sion 

Rnti mod ification of elite analysis by c loss an~lysis brin3s home in a 

palpable anJ significant way tl~ reali t y of pmler and the consequences o~ 

pOHcrhol ders ' ac<:ions as it is e;~per icnced by those ",ho l <l c k it , but \J~ ·LO 

mus t function in & Horld dominnted by its logic . 

In a sense, power-elite studies such as this one b cc03 c ::1:.e means 

for the end of understandinG the c1eterminnnts of c;~istin[; c onditions . 
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APPENDI X - LI ST OF STELCO 
DIR2CTORS 1910-1975 

~~---

name of Director 

1-1. S. Ho l t 

Sir Ian Hamilton Benn 

Hilliam Gibson 

H. D. Hat the\'ls 

Hon. Lloyd Harris 

c. A. Birge 

Cha s. Al exander 

Hm . Southam 

Robt . Hobson 

Chas. S. Vli1cox 

John Hilne 

Ron . A . J. Brm-m ( QC) 

H. H. Champ 

Ii '. G. Dalton 

Sir Edmund Os l er 

F. 11 . Hhi tton 

R. H. l-idiaster 

Stelco Board 
Tenur e ---

1910-19l2 

1910-1 912 

1910-19l3 

1910-19l9 

1910-1925 

1910-1929 

1910-1915 

1910-192 5 

1910-1938 

1910 - 1920 

1916- 193 3 

192 5- 194·7 

1922-1940 

1916-1920 

1912 -1919 

1914 - 1961 

Principa l Affi l iation 
or Occupa tion 

Pre sident, Roya l Bank 
( and i n 1900 , of u ti lity and 
pO\ver companies) 

Fi n .:mcier 

Pres i dent , Bank of Hami l ton 

Pres i dent, Dominion Bank 
( and gr a in bu s iness : W. D. 
Mat thews & Co. ; milliona ire ) 

D. Cook & Co .; and heaci , 
llami1ton Trust 

Pres i dent, Canada Sc r ew Co.; 
V- P and director, Ste1co 

Partn er, Canada Screw Co. 

Founcler, Southam Press 

General l lanager , Stelco 
( fo r merly with Hami lton Steel 
and Iron) 

Pres . , Stelco 
(former l y , Ont. Rolling Hills) 

Banker-indus triali s t ; f ounG. ryman 

Sr . Partner , Brm'in , Hontgomery , 
and jici'lichae 1, Hontrea1 

Sec ' y -Trea s ., Stelco; V- P Stc1co 
Gnd dir. (formerly On t . ;: olling) 

un!~no...,n 

Os l e r 0.: H,J. J't;;,non (~, iCinallc " ... crs .::'.n e: 
St oc kbrokers ; Pre s. , Do~in ion Dank 

Founder , On tario Tac\ ; Ass ' t . 
Gen 11. i: i::;r. , Ste1co ( 1')10); D::'r. 

Hanag er, Hont:cea1 Roll :;'nz l ~ il1 ::; ; 

Pre s. Ste1co (1 92 6-44) Chm . (' 4·5- .:37) 



Appendix - List of Ste1co Directors 
N&me of Director Stelco Board 

G. H. Duggan 

H. 11 . JClquays 

Sen. lIon. R. Smea ton 
I1h i te 

llaj . -Gen. S. C. Newburn 
(I-Ion.) (Ie C • ) 

Rt. Hon . Sir Wm. Thos. 
Hhite 

F. G. Osler 

G1yn Osler (K.C.) 

H. T. Diplock 

A. B. Purvis 

Hon. C. A. Dunning 

H. G. Hi lton 

G. U. Spinney 

L. -r Lang '--' . 
Frederick Johnson 

~. G. Baker 

H. Taylor-Bailey 

Tenure 

1919-1946 

1926-1953 

1920-1936 

1929-1956 

1919-1955 

1920 - 1944 

1937-1949 

1938-1943 

1939-1941 

1940-1953 

1 9~-1- 1 965 

1%3-1965 

1944-1965 

1947-1967 

19L.8-196l 

1943-1961 

Principa l Affi l iation 
or Occup a tion 

Consu lting Eng., Dominion Steel 
2n~ Dominion Bridge; Ass l t. to 
Pres ., Dominion Steel, &nd Pres., 
Dominion Bridge 

Pres ., Ont. Steel Produ c ts 
( pr eviously chief eng ., 1-10ntreal 
Ro ll ing Mills, 1906) 

Publ isher - Pres. Lontrea l 
Gazette Printing Co. 

Par t ner , l-leHburn , J e ffers and 
~ar shall; politician 

VP, National Trust , 1911; 
Clm ., Bank of Commercei, 1938; 
Politician 

Stock broker - Sr. Mbr ., Osler 
6: IL:1Ei!Eoncl, Toron to ; -JP C annda 
Peroanent 

Partne r , Bl~ke, Anglin, Osler 
.2n<.1 Cassels; Chm. , Economic 
Investr'lellt Trust 

VP, Ste lco ( s i nce 1 9 2 ~ ); 

fOl."r!1 .::!l.' l y \Vith Ntl. Ro1lr.g flills 

U"- r 1r" 
.LJ.. C oJ., 

Pr e s. , 
C.I.L. ( since 1924); 
Di.mlop Tire 

Pol i ti c ian ; corporate directo r ; 
Pr e s . (1 % 8), Chm. (1 955 ) 
Og i l vie Flour Mills 

President, Stelco 

Pre s ., Bank of l- i.ontre81 ( 19LfO I S) 

Pr es., Lang Tanning ; Chm ., Ell~u~' l 

Lif e 
Pre s ., Bell Te l ephone ( sinc e l S44) 

Chm ., Canada i.ife (1 94 :::' ); C11m., 
Eoore Corp. (1 943) 

Pres. , Dominion Bridge (1 955 ) 



A;f2nd ~~ - List of Steleo Directors 

~-7 . :(. . ~lhi teford D.50-1951 

R. . / .. . Laid1au 1952 - 1968 

r> n Ball bSL:·-1059 \J. n . 

H. S . Fo l ey 1%4 -1 96.:3 

l~ • ,;, ' Griffi tll 1960 -1 976 

H. G. l1elsford 196 1-1 %L+ 

J. D. C afi]~)be ll 1965 -1 %8 

l • • GraYLon ( Q.C .) 1955-1971 

17 ii. Scully 105:)- 1974 v • 

J . l':ac lntosh Un- present 

H. " B1'O\"ne 1%5 -1 975 ':':J . 

D. 
...., llcI la s t e r U . C.) 1962 -prescn t -, . 

T ." J.~olland 19J3 - present L. \J. 

L . T. Craig 1950 -1 965 

1; .- . G. Smith 1959- 1974 . 

J. l{cy Gordon 1961-1 972 

r> Hart 1959- 1969 v . 

.j • P . Gordon 1970-prcsent 

J. ~'lcA£ee 1973-197 5 

A. 1'1 . Campbe ll 1967-rresent 

C'1L! . , B. A . Oil Co . (19 51) 

Sec . - Tr-c.:ls . It . I.fa i (l l~i 'l L'...l":'JD2r 
Co . (Ch}'.] ., 19:)5 ); C l-.~:, ., ~;cltionci 

Tru st; VP , Canada Li fe 

I'r e s ., BC'.:1k a f ~ion trea 1 ( 19.:52.) 

V-CiT,)l . , Iia cL illan Bloe0.81 (1 % 0); 
VP , Bank of hontreal 

Clr~ ., Ste lco ( lS'J5) 

Chi~l ., Dominion Brict3c 

Pre s ., Cc1n . ~"es tin[;hol: s L 

l :~)r ., :31 <?L(e, C~ss e ls c: CL' .:1yc.::.on 
( ClUJ . l S~5 , Barce l ona Trfi ction) 

Pr es . , - Chm. - Stelco 

fros ., - Chu . , :Ioor c COL-I) ' 

Partner , IIolG -=- l;' , 1-:utc:1~ ~3cn , Cli{[ , 
!: J.c:.~['.ster , 118i.gi1Cft & ~ ·li l 2..io11 

( no-"l:.cEc:ster , i ~c igh8n , ~ ~:i.nLl:i.on .•. ) 

Pres . , ao l1 Dn~ Paper ( since ' 52) 

E~ cec . ·VP , l fk.tg . , St c lco 

Pl." CC, . , Elicgn Developl..-,en t Co. 
an ,; J?, . CC <';f1Hn Co . (' :' ::) 
C:l. .. ( ' 5::; ) , Brinco 

P~ ~s ., - Chrn . - Inco , Csna~n , li . S . 
L ~3pectiv81y 

Chr.1 ., i:kn!c of Uontreal 

Pres ., 3telc o ( Chm ., 1975 ) 

Pres . , Culf Oil Can ada 

Chm ., Sun Life 
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F . C. Lannix 1967-present 

J. D . Gibson 1968-present 

"flon. Sen. E. C. Hanning 1969-present 

H. G. Thode ( Dr. ) 1969-pres-ent 

H. H. Young 1967-present 

K. A. Hhite 1974-present 

v!. F. HcLean 1976-present 

A. Jean deGrandpre 1 976-present 

J. D. Allan 19 75-present 

441 

Chm., Loram Ltd ., Dir . 
l·~ao..n ix Co . 

Chm ., Consumers Gas; financial 
and economi c consultant 

Politician; Pres. , M & M 
Sy stems 

Pres. and V-Chancellor, 
NcHaster University 

Pres., The Hamilton Group 

Pres ., Royal Trust 

Pres., Canada Packers 

Chm., Bell Canada 

Exec. VP, 1975; Pres. 1976, 
Stelco 
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APPE~1DIX - STEELl.\KIt\G PTtOCESSES (and see flow-cha:::-t on P. 

L(44) 
"Basic steel" or " primary production" refers to the initia l 

s tages of the stee lmaking process, wherein the rm" materi G. ls (coal , 

ore, and limestone) are trans formed into iron in a blast furnace and 

the iron is transformed into steel in an open-hearth or basic-oxy~en 

furnace ( a lterna tive ly, stee l may be made in electric f urnaces ). Basic 

steel forms the rm'7 material for finished products, Vlhich are m"mu-

f actured by a variety of processes from basic semi-finished forms: 

blooms , b i llet s , and slabs. Haterial ,"hich become s finished as such 

products as bar s or wire rods is produced from billets (the ingot of 

steel which h<ls be en poured and taken out of its mould is first formed 

into a " bloom" or semi-finished shape roughly s quare in cross-sect ion); 

material which becomes finished as a plate, sheet or other flat-rolled 

product is produced from a rectangular shape called a "slab." (Alter-

nat ively , continuous-casting machines allow the production of billets 

directly from the open hearth, bypassing the ingot-pouring, stripping 

and rollin2; stLlges.) 

Each succeeding stage in the movement from basic steel to fin-

i shed product rc qui}~es the further reduction in size of the steel by 

passing it through a series of rolls ,"hich form the steel in specified 

way s. The flat-rolled product may be coated wi~o ~inc or tin in con-

tinuous fashion, to be cut later into sheets, or shipped in coil-form to 

customers 1-7ho form the gLllvanized and tinplate into other products. Special 

pl a te or sheet products knOlm as " sleelp" are shipped to pipe mills to be 

forme d and welded into pipe and tube. Rod products may be formed in t o 

,,,ire and fasteners. A fully "integrated" steel producer is one ,"hich 

produces everything from basic . to finished steel. 

i(from Stelco brochure, published 1970' s, "A Visit to Stelco" 
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Appendix - Flow-cbart of SteelmakiDg Processes 

(source: "A Visit to Ste1co" brochure published by Stelco, 1970' s) 
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APPENDIX: STELCO' S PRINC IPAL PRODUCTS;': 

PLf,TE - up to 14011 in \vidth 

HOT AND COLD ROLLED SHEET - in coils, cut-lengths, or slit 

CONTINUOUS Gll.LVANIZED SHEET - in coils, cut lengths, slit; Hith a variety 
of surface finishe s and thicknesses of coating 

PREFINISHED SH EET (brand name "Stelcolour11
) - in a variety of colours and 

textures; at Stelco-Dofasco's Bayc02t Ltd. 

ELECTROLYTIC TINPL:\ TE (AND TIN HILL "BLACK PLATE") - in sheets and coils 

HOT ROLLED AND COLD FINISHED R~RS - alloy, carbon, or leaded; in standard 
and special sections (including structural) 

CONSTRUCTION l:-:lATERIALS - reinforcing bar, \velded Hire fabric, pre­
stressed concrete wire and strand 

WIRE RODS (for conversion into wire and wire products) 

FASTENERS AND FORGINGS - bol t and scre,v proGuc ts; ra i hvay track fas teners; 
hydro pole-line harchvare; standard and custom 
forgings 

PIPE AND TUBING - with various kinds of welds: conti nuou sHe ld, electric­
resistance, submerged arc Ivelded, electric­
weld - mechanica l and pressure steel tubing , 
hot and cold formed holloH structural sections, 
oil country goods, pipe for piling, water­
works; also nipples and couplings 

EANUFACTURERS ' HIRE - wire and "s trand" 

flERCI1.ANT I..JIREP!WDUCTS - nails, fencing, barbed wire 

FENCE - industrial institutional, residential 

SPECL'\.L PRODUCTS - grinding balls, grinding rods; sucker rods; grader blades 

BY-PRODU~TS - coal tar, ammonium sulphate, lime, limestone 

;'<from "A Visit to Stelco" published by Stelco, 1970' s 


