'The qu uty of this mlcrofuche is heavrly dependent’
~upon the quahty of the orlgmaI\thesls submitted for

‘ mncroﬂ.lmmg Every effort has been ‘made " to ensure v

-the hnghest quallty of reproductlon possuble

e

~.

. CANADIAN THESES ON MICROFICHE

O -

* THESES CANADIENNES SUR MICROFICHE:

]

l * Natlonal lerary of Canada
Collecuons Development Branch -

. f‘ghadlan Theses on

- Microfiche Service . sur mlcroflche ‘

Ottawa, Canada . R ‘
KTA ON4 ' i

NOTICE

I pages are missing, contact the unuversuty whlch-

v granted the degree.” »

~

Some pages may - have- mdls”upct print. especnally\,
a\the original pages were typed with a poor. typewnter. :

nbbon or.Ji the umversnty sent us a poor photocopy

N B

| : 8

' "pubhshed tests, etc.) are not filmed.

Prevsously copynghted materials (10urna| .artnj?{es

Reproduct;on in full or in part of this fllm is gov,
erned by the Canadian Copyright Act,
“c.- C-30. Please read the authorlzatuon forms which

’ accompany this thesas

o NL=339 (e

_ THIS DISSERTATION
. HAS BEEN MICROFILMED
v EXACTLY AS RECEIVED

S

. g2/08) - SRR

Servnee des théses canadnennes h

R.S.C. 1970,

.G

. . AT
- [ S .
‘\ .S v E J
. . )‘ . o "

Bibliotheque natiohale du Ganada P
B DII’ECUOI’\ du developpement des collectcons

3

N . » . T A A\"
N L a A
. _

AVIS o
h i

2
La quallte de cette mucroflche depend grandement de
la qualité de-la thése soumise au mlcrofnlmage Nous .
avons tout  fait pour assurer une qualnte supeneure“

de réproduction. ‘ o

sl ma'nq‘ue“_de‘s "pages, veUillez communiquer
avec l’Université q'ui a conféré Ie\gradé' -

' La qualité- dumpressuon de certa| s pages peut

*ilausser a désirer, surtout si les pages - orngmales ont été

dactylographlees a Iatde d'un: ruban .usé ou si l'univer-

. sité nous a fait parvenir une photocople de mauvaise

quahte )
S
Les documents quu font deja Iobjet d’un drout

S d auteur (artlcles de revue, examens publles etc) ne

sont pas mlcrofllmes o
| . “ \_\\‘\

La reproductfon rpeme partielle, de ce microfilm

est soumise a la’ Loi _canadienne sur le droit ¢ ‘auteur,

SRC 1970, c. C-30. INeunIlez prendre connaissance des

‘ formules d’ autorisation qui accompagnent cette thése.

’
.

‘LA THESE A ETE”
MICROFILMEE TELLE QUE
NOUS L'AVONS RECUE

Canad"'ﬂ :



e R ! - . - 4 B :
l* /Nataonar Library - Bnblrothéque natlonale : , ' . oo ~
of Canada T du Canada o ST . .
o s / s N S ’ o v . ) . ) / 3 v@.
K Canaduan Theses Dmsron Dwnsuon des theses canadnennes T Lo 5 ' f - .
Ottawa\Canada : _ / R P AT S
KA ON4 . 604 ] N e RS
Ps'nm'.'.sno_jn '.ro\mc_noru.m — AUTORISATION DE MICROFILMER
. Pieae'e print or“type —_ écrire en iettres meulées ou d&graphier _ , ' e e o B
FuII Name of Author——Nom complet de 1'auteur” ‘ Lo R T v ‘ S _ B e
KQ/l H« A {Gu\ 5 {-e ‘}'5 V\
Date of Bnrth —_ Date de naissance - f - : ’ Country of Birth — Lieu- de nalssanceLﬁ
(2 qc{ 1 2. 2l A ;F‘\f\_ C&MM
Permanent Address—-Resndehce fixe L o L R T ‘ : L
= 11440 GO Ave, e R T e T
Ech\,ow A Hv. T L | | L

Tntle of Thesns —Trtre de Ia these e e [

"’ke Devdo e a? —Hz\eji/;) aner
r—n—-ﬂovl—tov\ ’P“O}QQ)*’ lc?OG /%SC) '

Umvérsrty—Umversrté ' el S R S Lo T S T \
o ) : ‘ ke
vaa«r—sth o‘f“ A 4; < R T
Degree for which thems was bresented——Grade pour lequel ceﬁ\te these fut présentee o o S o
- &
i | Name of Supervisor—Nom du drrecteur de thése - e
¢

Year thls c;egree conferred — Année d'obtention de ce grade

Dr Lew:s . ,ums'

- e F
. x

|
b

"

Permnssron IS hereby granted< to the NATIONAL LIBRARY OF

CANADA to rm'\crohlm this theS|s and to Iend or sell copies of '

the fitm. - § .
\ \

The author resé;ves other pubhcaﬂon rrghts and neither the

thesis nor éxtensive extracts. from it may be printed or’ “other- *

wise reproduiced: wothou&he author"s wrntten perrmsswn
\

' LU auteur se réserve les autres droits de publication; ni la thése

L'autorisation est, parla presente accordée ala BIBLIOTHE .
QUE NATIONALE DU CANADA de microfitmer cette thase et de

preter ou de vendre des exemplarres dufilm,

. ni-de longs extraits de celle-ci. ne doivent étre imprimés ou
autrement reprodurts sans i autorlsatlon écnte de Fauteur. -

Date : -\ P S’ig"jﬁlnamre R ==
9 8“2 o o ay /( '
NL_791 .(4/77) | ~ ‘ o

e e



par!

., THE UNIVERSITY OF ALBERTA*~ . ' . = =

e PR ) —

e e g DEVELOPMENT oF'
e e THE BOW RIVER IRRIGATION PROJECT,“‘.
Ll 1906-1950

Lo . f v . . .
. - B

1 e ATHESIS

T

Sl suapu‘rren O THE FACULTY op GRADUATE s?@nss AND RESEARCH
N PARTIAL PULFILLMENT op “THE REQUIREMENTS FOR THE DEGREE

S oF MASTER OF ARTS.

N © ' DEPARTMENT OF HISTORY ~ = = ~° R T

.. EDMONTON, ALBERTA
.o .- UFALL, 1982 -

. 1




4

" THE UNIVERSITY OF ALBERTA '

RELEASE FORM

N

('NAME OF AUTHOR - f:; Keith StotYﬂ RTINS R
LE 'S The Development of the Bow R1ver TN

Irr1gatlon PrOJect, 1906 1950

;wmmmmmnmmmmmmm)&ﬂ%#ﬁﬁiﬁ
- YEAR:THIS DEGREE GRANTED 1}-§1; ffﬁ KN 1982'i_} Ly e .
| Permlss1on is hereby granted to THE UNIVERSITY OF." , ,

dALBERTA LIBRARY to reproduce s1ng1e cop1es of thls : R B

‘ rdthe51s and to lend or sell-such cop1es for prlvate, . .
‘_scholarly or scient1f;c research purposes only
The author reserves other publlcatlonﬂrlghts, and

:; R 'ne1ther the thesis nor exten51ve extracts from 1t may

be prlnted or otherw1se reproduced w1thout the author s

'wrltten permlse1op.dj~ f‘”VUv.' EETEE
| :(Signéd)4/A%::/i.»>‘
. PERMANENT ADDRESS:
) '11;11440 60 Avenue
Edmonton,.Alberta .
) T6H 1J5 . ,ﬂ;f;‘,', LU
‘ . . . . V vf LA
pATED . .17 September ' 1982 .



. THE UNIVERSITY OF ALBERTA
FACULTY OF GRADUATE STUDIBS AND RESEARCH;

The unders1gned certlfy that they have read, andi

vf~recommend to the Faculty of Graduate Studles and Research for

: g2
: acceptance, a the51s ent;tled

¢« e 8

”¢_subm1tted by ;l Kelth StOtY“ ;Qc*.*' e

| "~ dn part1a1 fu1f11ment of the requ1rements for the'degfee of

ﬂt-Master of C e "';;.*L, c

’ Date

'The Development e

'”;ﬂ of. fhe Bow R1ver Irr1gat1on

Arts'i'

17 September 1982 v”lxlf;e‘”?"tv»t St

t

project, 1906-1950" . | R T

-



v’.west., Dur1ng those flfteen years the Canadian government had been’

: construction and

o 'i_ o \ 1— \\<$x
| ABSTRACT O -

é N
At the turn of the century, three maJor, privately-financed

-

worked out in f1fteen years o! promoting irrigation deveIOpment in t#&'

S [
conV1nced despite cons1derable res1stance, that 1rr1gat1on’was

L'essentlal to the grovth of the dry south

The North West\ﬁrrlgatlon Act 1894 establlshed the parameters |
N -
' 18h\wou1d be’ developed It presumed that the

¢

agement of 1rr1gat10n works would be undertaken by

' uithln“whlch 1rrrg

private eorporations, prlvately-cap1tadlzed and obta1n1ng5prof1ts from
. ) . /- . R .- . . .

the sales of irrigable land|

/

the expectatlons for profit from 1rr1gat10n encouraged both -

" In the optimistic climate of-the time,

.‘/ developlngw1rr1gat10n sch mes. Of the three major systems begun 1n .

'thls perlod the follow1‘g thes1s concerns itself w1th the promotlon,

constructlon, market1ng‘and operatlon of the Bow R1ver Irrlgatlon

' PrOJect\(as it came to/ be known), a system financed by Brltlsh capltal
'between 1906 and 19 0. - | | ‘ | |

| An examlnat'.n of the Bow River Pro;ect reveals not only the '
1nadequacies of/the economlc rat1onale under wh1ch 1t was- developed

- but/also the 1nsuff1c1ent1y strlngent control wh1ch marked its early

- promotlon and constructlon The prOJect was’ the V1ct1m, 1n1t1a11y,
fof a group of speculators, _ore Interested in obta1n1ng qulck w1th-

drawals from the cap1ta1 pool: made ‘available to them than w1th the

' 1ong-term,prof1tab111ty of the“system. The proJect, as a result

v

iv




was saddled with a debt-load which forced the price of its land to rise to

» e-.‘

.unrealistic levelh. 'Its completion was also delayed so that\it missed

the opportunity to rket its land in the prosperous pre-World WQr I

: l
. . years, rather than th_~econom1ca11y depressed post -war years.'

The’ fallure of the\ rOJegg\to provide suf?ﬂc1ent income for its .

cont1nued development and\‘peration, not to mention pr, riding Mo return
”
) several f1nanc1a1 cr1ses, chronic poverty,

\
and a per51stent dependence on\government intervedtlon, thll the

on 1nvestment, forced 1t 1nt

\
1930'5, governments, both Domin\bn and Prov1nc1al were relucta t to

acknowledge a role in the f1nanc1n“of 1rr1gat10n development 'ly

the economlc and cllmatlcfﬂisaster \f the 1930'5 forced a change in

“

'thlnklng. A‘new economic rat1ona1e,‘by wh1ch c°sts were allocated

accrued beneflt became the new method\of evaluatlng the fea51b111ty of

1rr1gat10n f1nanc1ng _ \ : ' : \
oo \ o .

‘The company operat1ng the Bow R1veﬂ Pro;ect had demonstrated its

1nab1Ijty ‘to Operate the 1rr1gat19n systev as a. profltable venture and

Y

de51red }o be released ‘from the f1nanc1al\Purdens -which beset 1t lhe
federal government became 1ncrea51ng1y 1nt§rested in the ex1st1ng :
system as part of a major deVelopment encompass1ng land beyond the
company's boundanes.. W1th government 1nv01\yement in irrigation ,v
becomlng a f1xed:pol1cy, the syst m was pnrchﬁsed from the British
.company,hending‘an era in[irrigatgpn developmﬁnt;in'southern Alberta.

. o \ : |
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‘A ,

‘Introduction  The Beglnnlng of Canadlan Irrlgatlon Development

&

!

. 1879- 1906

" The development of 1rr1gat10n pro;ects in the southwestern portlon
of the Canadrén plalns was a response 'to the special requlrements of

that country to support settlement. Its promotion by 1nd1v1duals,

‘-

- corporatlons and governments, beglnnlng in the 1880'5, constltuted a

. ,\

' maJor Varlatlon in the settlement ‘programs establlshed soon after the _

.

transfer of the North West Territories in 1870. For the Dom1n10n

Government, particularly, the acceptance of 1rr1gation'as a strategy of

settlement was difficult and not achieved without ‘considerable pressure

from the residents, who recognized both its véiue and‘necessity.

Unt11 the Canadlan Pacific Railway altered thé route of its maln 11ne
~in 1881, irrigation was almost 1gnored in plans for the development of
~-the North West; Althopgh the flrst ;rr1gat1on ditch was dug as early as

1879, by John Glen near Calgary, the southern plains were ﬁniversally'

Ve

recognized as having a secondary place in the settlement of the west.

Ever since the attention of Canada had been directed to Rupert's Land in

the leO's;,all“wﬁo thought.of its ‘future agreed that the core of

settlement ‘would occur along'thef"Fertile‘Belt"; the narrow band of

~c0untry stretching alon@ the Red’and NortH“Saskatchewan Rivefs These

1nvest1gators, both" government employees and private 1nd1v1duals, were

w
i

equally unanimous in- the1r rejectlon of the plalns reglon as a place of

# »

settlement.1

Government policies had, therefore, quite reasonably focussed on

establishing an administration.within‘the pg?jected~settlementAarea,f

=



»

]

the Fert11e Belt. . Plans for creatlng a pollce force, beg1nn1ng in .

£

1870 were predlcated on’ hav1ng the force concentrated in. the settlement .

zone, with only nomlnal presence near\the border to forestall. 111egal
trading. 2 Instructlons for settlng up a headquarters conf1rmed the
' recommendatlons, calllng for its location at Swan Raver
;

g?e selectlon 'of the .capital also fit the pattern Battleford was
a central 10cat1on, on the @ establlshed communlcatmns route, the |
Carlton Trail' and on the projected;route of the Canadlan Pac1f1c '
Railway. Despite 1nnumerab1e alternatlve routes proposed for the
mountaln section -of the rallroad the‘pralrle stretch was qulckly set,
. and the constructlon of the Domlnlon,Telegraph along the same surveyed
.'line lent strength to the dec151on The Government's land survey also
took account of the expected coreqof settlement. The Spec1a1 Mer1d1an:,;
Survey from 1876 1879 was condﬂcted to establlsh the main 11nes of the
survey w1th1n the Fert1le Belt 1n order to- fac111tate the sect10na1
survey of that country SO that the land would be avallable for orderly

N settlement as soon as p0551b1e.3 Wlth ‘the attention of everyone

concentrated on the Fertlle Belt,\no one wasted thoughts on irrigation .

except those, like Glen, who settled on the frlnges of the_"Palllser

: . . N
Trlangle" : L _ , .

{ Te

. The dec1s1on of the Canad1an Pac1f1c Ra11way Company to change the

- route engendered a ma;or dlslocatron of'Government activities and -

;np911c1es The C P. R though naturally concerned that the1r ra11way run *

- through country capable ofjsupportlng a p0pu1at1on and generating
trafflc, was 1mpe11ed by a number of other con51derat10ns 1n making 1ts

momentous dec151on.4 The determlnatlon of the Company to complete



'constructlon in half the requlred time made the shorter pra1r1e route to 4
the mountalns attract1ve, desplte the rlsk that no good mountaln route
would be located 50 far south The pra1r1e route also offered other :

attractions. . Because no one had thought to locate the rallway 1n the

-~

south, the Company would pass throagh v1rtually unoccupled terrltory,
leavlng the selectlon of townsntes and farm land unhlndered by the
presence of, e1ther settlers or prlvate speculators Further, the land
was devoid. of a number of cr1t1ca1 resources, such as bu11d1ng materlals
‘(other than sod of course) and fuel (other than buffalo ch1ps)

James J. H111 commented in supportlng the change of route that
J/i‘ If we. bu11d this road across the prairie, we will carry
every pound of supplies that the settlers.want and we
- will carry every pound of produce that the settlers.
wish to sell so that we will have fre1ght both ways.

Finally, the change removed much of the risk of competltlon from rail--

roads belng bu11t or planned just south of the border: |
For the Company, then, John Macoun s confldence that-the pra1r1e

ggland was. fertlle prov1ded the necessary assurance that its- dec151on,'

. - /
made W1th other motlves, was reasonable The Government's consent,‘

however was largely based on Macoun s estlmate of the land's quallty,

/

a be11ef that settlement in the Fertlle Belt would be only temporarlly

/
/

delayed, and a de51re to expedlte western settlement ‘in oxder to
7
vstlmulate the eastern economy. Government off1ces and p011c1es were

’transferred south w1th little attempt to reexam1ne the latter 1n 11ght

-of changed c1rcumstances : . o _f s - , A

>

Throughout the early years of the 1880'5, conditions on the p1a1ns

'appeared to Justlfy Macoun s, and the Government's, confldence Reports



'-;of the Deputy Mlnlster of the Interlor, Alexander ﬁh&hlnnon Burgess,A
recoqded a steady, if slow, 1ncrease in populatlon accompanled by
"equally steady 1mprovements in cr0p productlon Generally, Burgess'
'clalmed the weather was prov1ng emlnently satisfactory for the growth e
of a prosperous agr1cu1tura1 economy.8

Notvall government off1c1als shared h1s confldent v1ew of the

-
‘

,west's potent1a1 W1111am Pearce, partlcularly, recognlzed that the

! * .

-west could not be viewed as a un1t to be exp101ted by a s1ng1e settle-
V ment strategy. Durlng the course of a th1rty year career in the

Department of the Interlor, Pearce became ‘one of the most 1nf1uent1a1

.

l members of the Department' "out51de\serv1ce" in the West ‘Due. to a-
 brief flurry of silver m1n1ng 1nterest 1n\\he Rock1es ( r discbvered

to have been based on a hoax), Pearce had been a 01nted to a p051t10n,

Super1ntendent of M1nes, for whlch there was. v1rtually work He had
used his anomalous status to become the Department s ch1ef
troubleshooter and adv1sor on development pollcy He. earned the BT

. sobrlquet "Czar'of the West", as much for his out5pokenness bluntness
and tyrannr/a{*dlspos1t10n as for the very real authorlty wh1ch hlS.
vigour and percept1ve observations prOV1ded h1m S Pearce was N

: headquartered in Calgary and became 1nterested in the development of -

‘the ranchlng 1ndustry in southern Alberta. 1In that portion of the North
West, roughly encompassed by the Cypress Hllls, the Red Deer River- and
the Rocky Mountalns, the obserVatlons of John Pa111ser most strlklngly
applled part1cu1ar1y as the relat1ve1y wet decade of the 18705 was |

\

. replaced by the dry 18805 and 18905.



Ve
" Pearce saw in 1rrlgat10n a useful a1d to the ranching 1ndustry and

flrst referred to it in hlS report to the Deputy Minister 1n/1885 It‘
"._was Pearce s view that the southwest could not be bé;¢ exp101ted by thep

'jlntroductlon of the 160 acre 51ng1e famlly farm, as env1s1oned by the

-_Government in its draftlng of the Domlnlon LandsdAct | In order to
.exp101t the natural quallties of the grasslands, cattle graz1ng should"
be encouraged and pOllCleS developed both to control and to promote thel
‘ ranch1ng 1ndustry Of vital importance was regulatlon of the use of
vwater.' Settlers were already f111ng homesteads in the area, almost
vexc1u51ve1y along the major ‘streams, wh1ch they correctly recognlzed to
be the only land sultable for farmlng But such a development would

o~

eventually deny ranchers easy access to water, render1ng 976 of the land
relatlvely valueless | -

Pearce proposed that a11 land wh1ch was valuable pr1mar11y for its
.access to water, productlon of hay, or prOV151on of shelter, should be
reserved from settlement so that it could be explo:ted for the beneflt
of the ranchlng 1ndustry Even w1th such reservatlons however, the

: potent1al of the ranchlng 1ndustry could only be - fulfilled if winter -

feed supplles could.be secured. Pearce recommended the use of
10

\ ~

irrigation to produce hay as w1nter feed for cattle.
A Pearce s proposals suggested rad1ca11y d1fferent settlement
patterns than those contemplated by the Government Homestead settle-
‘ment would be dlscouraged except as 1t complemented -the raﬁchlng
_-1ndustry.v Even then it would be. subJect to more r1g1d controls through
the regulatlon of water supp11es His recommendat1ons were not well

rece1ved in Ottawa.r Commentlng on Pearce's report‘1n hlsrown report to

1
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: programme, an appllcatlon wh1ch Pearce was not ‘yet advocat1ng R

‘the Minister in 1885, Burgess stated that the\idea was premature, since

it would be ‘many years before SuCh'marginal la
11 '

d would need to be taken

vhup} Burgess' reJectlon of Pearce s pr0posa1 \as not inspired'by a

lack of 1nterest 1n the ranchlng 1ndustry, 1ndeed the government was

v1gorous 1n prov1d1ng for the growth of ranchlng 12 Rather, Burgess

1gnored the context 1n wh1ch Pearce had proposed irrigation and dlsmlssed

k 1t on the grounds that 1t was superfluous to. the . government [ homestead B

=
P
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&
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‘The.1n1t1a1 dlsregard,for Pearce's 1rr1gat10n prOposal did not -

'gprevent him from pursu1ng hlS lnterest With the exception of 1890

: Pearce reported on. the. need for 1rr1gat10n 1n each of his annual reports

e »

“to Burgess, as_well as wr1t1ng numerous- letters and spec1a1 reports on’

‘the top1c. Every new deta11 was. passed on to hlS superlors to lend
strength to hlS argUment ‘. r S "-4 s
In 1887 when Charles Ora Card's Mormon colony was established at

Lee s Creek, south of Lethbrldge Pearce supported them, recognlzlng the
13

value of the1r experlence and example in 1rr1gat10n agrlculture. ~ Card

-

and hls co- rellglonlsts were thoroughly experlenced 1rr1gators and had’

qu1ck1y recognlzed the 1rr1gab111ty of the country around Lee s Creek.

They promptly began small- scale 1rr1gat10n along . bottom—land and

£
attempted to acqulre a large tract of land from the Dominion- Government

in a solld block, in order to construct a more exten51ve system. But

'fthe government worrled by the p0551b1e soc1a1 problems ar151ng from a

1arge m1grat1on of Mormons 1nto the south, refused to -allow the

14 -
consol1dat10n. _ Pearce, in hlS turn, d1smlssed the government s

T
-t/



lvplentlful

'Montana.

-
~concerns about the Mormon lifestyle, stressing the tremen&ous irrigation

I
I
i

expertlse they could br1ng to ‘the country. Ten U

!
In 1889 ‘Pearce de11vered a paper before the Dominion }and

H

.Surveyors' Assoclation, in which he quest1oned the value of the

homestead system for exploit1ng semi arid land and revealed the develop-
| i

ment of h1s _own 1deas concernlng irrlgatlon Pearce no longer proposed

1rr1gat10n 55 a mere appendage to ranchlng Instead, he proposed a

"hamlet system", which called ‘for the intensive use of relatlvely small

_ parcels of land, grouped to make most eff1c1ent use of the irrigation

network and 1nVo1v1ng the ragglng of cattle both beef and dalry, on the -

grasslands above the 1rr1gated area. 15. He also attacked Burgess'

argument that 1rr1gat10n was unnecessary so 1ong as good dry land was

Pearce pointed out that 1rr1gated land would attract a

breed of settlerg who might otherwise not consider moving to Canada, onto

- . RN : . ) o - -
land which might otherwise remain unoccupied.16 He cited the Mormons as

an excellent example of h1s po1nt

Pearce capped hlS arguments in his 1891 report when ‘he revealed

Jlthe plans of the Great Northern Ra11way to d1vert water from the

St Mary s River to supply 1rr1gable land along the M11k River in .
/-
The pro;ect, 1f undertaken ‘would deny to Canada a valuable

v supply of water in the St. Mary s, wh1ch could be more cheaply explo1ted

in Canada than the Un1ted States 17

Pearce was not alone in pressurlng the Government to recognlze the

needwfor 1rr1gat10n -W1th1n the Department of the Interlor - Pearce had -

_ steady, if qu1et support from J. S Dennls, then Ch1ef Inspector of

i

Surveys.' He also benefltted from the determlnatron of the Mormons to -



practice irrigation. When the Government refused to grant them
homesteads in a block, the Mormons turned to the-Northwest Cogq and
Navigation Co. as a source of land. To permit the development of the
irrigation scheme that they were contemplating, they required major
incentives froﬁmthe Government, including the coqsolidatiop of the Galt
land grant into a single biock. To tﬁe internal pressure was added,
therefore, the considerable political influence of the Galts.

Nor was the Territorial Government disinterested in the issue. dn
21 October 1889 a Spec1a1 Committee of the Legislative Assembly was
set up to consider the.matter of irrigation. In its report the
Committee'referred speeificaily to Pearce's address and'recommended it
to'the attention of the Dominion Government._l8

Nicﬁolas»Flood Davin,vM.P. for Assiniboia, 1aid~the AssemblY's
request-before the Hoﬁ;e ofACommons on 14 April, 1890, presenting the Z‘
motion: | |

"~ That it ieiexpedient that the Government should direct

earnest attention,t? the establishment of irrigation
in the Territories." T o '

,

In eubsequent .debate, however, Dav1n 11m1ted himself to seeking govern—
ment assistance 1n locating domestlc wells, leaving the larger question
vof irrigation untouched The debate on his motion was brief’ only four
other members spoke to it, none representing the area most in need of
it and none in favour of pursulng the matter " The motion wes defeated.20
The Territorial Assembiy did not drop the matter. On 18>Deeember;
:1891.anotﬁeerpecia1 Comﬁittee was set up. It was chaired by Charles'A.
Magrath 1ano agent‘for the Galt,enterprises, and repOrted in January,

' 1892. The report quoted extensively from American statements on the

-



value of irrigation, and cited, as had Pearce, the possible diversion of

-

St. Mary's River water into U.§. irrigation schemes. In recognition of
the real benefits of irrigation| and of the threat inherent in the U.S.
proposal to Canadian projects based on the St. Mary's, (as the Galt/
Mormon scheme was) the report called for the Dominion Government to
conduct an immediate investigatibn of irrigation capacity in the
southwest and to treat bona fide|projects "as liberally . . . as railways
‘ ‘!021 |
are and have been. .

- The growing pressure for an irrigation policy was reflected in and

assisted by the press of southern Alberta. Led by the Lethbridge News,

. ’ s N L 225
a vigorous proponent of the benefits of irrigation, = the newspapers

began to express their support for irrigation through articles and

editorials. 'Both the News and the Medicine Hat Times, for example,
published Pearce's address to the Dominion Land Survey Association in

full on their frontvpages.23 'Bbth”alsoyéalled for an irrigation

convention to discuss the issue.z-4 The Macleod Gazette published.
numerous reports on irrigation proposals being made in the district and

recommended thémﬁto consideration of the authorities.?s_ Magrath's

report. on irrigation was heaftily approved by fhe Calgary Herald.26 2

Such repofting,‘par;icularly in the News and Gazette; kepf irrigation

céntiﬂuousiy in the pﬁblic éye. ~ .
‘ The response of the Dominion Government to the increasing pressure

for an ifrigatioﬁ poiicy QasAinitiélly one of resistance. The ' -

Government's refusal to consider the matter was based on two points.
The first had been stated by Burgess in his first response to Pearce's’
reports: that the irrigable dry land in the west was of marginal value



so long as good land remained to be settled. The point was reiterated
in the House before the House Committee on Agriculture and Colonization
‘xln 1891, during testimony by Professor James Gordon Mowat .2’

In responding to Davin s mot10n, Robert Watson, M.P. for Marquette,
voiced the more serious concern of the Government: that discussion of
irrigation mightilead potential immigrants to believe that only
irrigation comld‘render the country arable.28 The potential of the
irriéation issue to produce bad publicity for the west seriously worried
senior officials of the Department of the‘Interior, particularly
AM, Bdrgess. Burgess took no official notice of irrigationvin his
reports to the Minister between 1887 and y893; despite Pearce's
persistence. In 1891,‘he'refused.Pearce permission to deliver a second
paper to the Dominion.Land‘Surveyors AsSOCdation on the t0pic. He
further instructed Pearce to refrain from publicly promoting
1rr1gat10n .29 ,‘

The crescendo of pressure from the west forced a change in the
Covernment's position bx'1892. It is likely that the news of American
plans for the St. Mary's had considerable influence in the abothface.
‘0n1y an early development of irrigation could establlsh Canada s c1a1m

to the water should a dlspute ar15e.30 But it was also only after 1892

Mthat 1rr1gat10n ceased to be a theoret1ca1 p0551b111ty and attained the

o .

status of a coming reality. Although a number of small 1rr1gat10n works

had ‘been constructed since John Glen's first»attempt, by 1893 major
development was beComing likely. Three COmpanies;'the Macleod
Irrlgatmon Company, the Calgary Irr1gat1on Company and the Alberta

Irrigation Company, applledvfor 1ncorporatlon. of- these, the latter

10
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.was presented fo

two were of particular note. The Calgary Irrigation Comptny/wns started

by \William Pearce, mostly to prove the value of irrigation. und to side-
steo\;hc muzzle which Burgess was trying to apply. The Alberta
Irrigation Company was the ogency whereby the Galts and the Mormans
sought to implement their irrigation plans, In order to establish
standards for the operation of such companies and to prevent
uncontrolled exploitation of the available water, legislation becameA
igperative. |

‘\“Gnge converted, the Government moved with dispatch. PoarCe_was
assignedxgﬁaotask of providing a complete report on irrigation.31 In

1893, he travel\éd\east to assist in the preparation of a draft bill. 32

J.S. Dennls was sent
\

law, surveys aqo engineeri

the western United States to examine irrigation
in operat.io‘n.:"3 On 29 May, 1893,

T.M. Daly, Minister of the Interior since the previous October,

.
.

introduced the ' ominion‘Irrigation\qu" to the House of Commons. It

in that session. On 30 March, the bill was. withdraﬁn but was
subm1tted to the ritical comment of numerous experts and interested

people Pearce’ personally d1str1buted two hundred copies to

/& knowledgable westerners, with which he enclosed a circular letter

explaining many of the/prov151ons.35 Pearce thought that the most
important provision, and the'oné liable to produce the most opposition,

was the suppre551on of r1par1an rlghts ‘He took pains to justify the

' nece551ty for government control over ‘the allocatlon of water, Wthh

weuld always be in shorter supply than 1rr1gable land.

A , ) ) - '
information, with no iﬁtention of pursuing its passage

11
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To ensure that the Government's interest in irrigation did not die,
the Calgary Agricultural Society organized an [rrigation Convention for
8-9 March, 1804, at which time the Southwest Irrigation Lesgue was
formed and a delegation was appointed to travel to Ottawa. The Canadian
Pacific Railway providod the delegation with free transportation to the
capital.

The second draft of the irrigation bill, now tltled 'The North-West

Irrigation Act', was submitted to the House on S June, 1894.56

Nebate

on the bill was remarkably desultory. The only significant alteration
was the exclusion of artesian water from government control.37 The bill
passed into law on 23 July, 1894. 1t provided for the reservation of
laﬁd in Irrigation Districts, the control of irrigation companies, the
allocation of water on a priority basis, and the institution of a
complete survey of irrigable land and available water. It also, in
effect, stated the limits of the government's participation in irrigation
development. The government would undertake the water resources surveys
and regulate development, but it was understood that financing would be

entirely private.

The passage of the North West Irrigation Act, which marked the

culmination of a decade of pressure and promotion, did not, however,
produce an immediate upsurge in irrigation activity. Ecoﬁomic forces
retarded the beginning of large-scale irrigation for the remainder of
the 1890'5. A general economic depression pre?ailed in Europe and the
Americas from the late i880's until well into the 1890's. Under such

conditions it was almost impossible to obtain capital for irrigation

ventures.,



0f the three corporate npplicnvion’ which helped to precjipitate the
Government's action, only Pearce's Calgary Irvigation Company began work
immediately. The fate of Pearce's préjoct provided asple evidence of
the difficulties which faced irrigation promoters. Pearce's scheme was
relatively modest, calling for the congtruction of 1rrigntiun works to
supply 46,000 scres of land with weter from tha Elbow River (see Map 1).
The company wus initially capitalited at sxoo,ooo.ob which Pearce
expected to be taken up by local citizens and by companies with locsl
interests, such as the Calgsry and Edmonton Railway. The venture did
;ﬂué. however, attract investors and the company was eventually financed
by it3 principal promoters; Pearce and his wife, P, Turner Bone, the
company's manager and engineer; and Louisa W, Meyer, the company's
socrctary.Sa

Despite the opposition of a‘fival claimant to the Elbow River's
water supply (the Springbank Irrigation District) and the government's
disquiet over Pearce's involvement, the scheme was in operation by 1895.
In 1896, Pearce resigned as President in favour of Peter Prince, manager
of the Eau Claire and Bow River Lumber Company. A.E. Cross, president
of the Calgary Brewing and Malting Company, also became involved.39-
However, efforts to obtain financing in Scotland fniled‘o and Pearce was
never able to divest himself completely of his interest because he could
find no buyers for his shares. \

The company remained seriously under-capitalized and faced
uncertain revenues. Its irrigated land became avgilable just as a wet
spell arrived. Farmers could see no reason to buy higher-priced

irrigable land or pay for water supplies during wet years. Efforts to

13



MAP 1 \,\_

The 1rr1gat10n countﬁy,‘show1ng

e
——

major. pro;ects, 1893 1949

fl;;-Calgary Irrigation-Coﬁpany

2.. Canadian PaC1f1c Rallway =
(Western Irrigation D1str1ct) o
3. Canadlan Pac1f1c Ra11way
(Eastern Irrlgatlon Dlstrlct)

'4L, Canada Land and Irrlgatlon
- Company’

f{S._iLethbr1dge Northern Irr1gat1op
o - Dlstr1ct ',@ﬁ' o ﬁ@ﬁ

"6. »Alberta Rallway and Irrlgatlon
E Compaﬁy » .
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diversify the company with a dairy Operation were unsuccessful. Floods

v‘damaged the company's works 1n 1897 and the company was unable to effect -

proper repalrs.' By 1906 the company was’ moribund and it was wound up
the next year. REIETI . ' ' L l

The 1mp0551b111ty of obta1n1ng cap1ta1 also stalled the Galt
.enterprise The general economic malalse, accompanled by spec1f1c
problems in the Galt's coal operatlons pushed Elllott Galt to promote
1rr1gat1on in order to br1ng the earnlng power of his companles’ land to
bear on his economic d1ff1cult1es 41 But his attempts to obtaln- |

financial support flrst from hlS London d1rectors, then for the

independently f1nanced Alberta Irrlgatlon-Company, falled.42

Only after a comblnatlon of events greatly altered condltlons after

- 1896 d1d the prospects for 1rr1gat10n improve. A general restorat1on of

prosperlty and.a shift toward settlement 1n Canada, a result of the :

EY

closing of the American frontler came just as the Canadlan West came

under the aggre551ve control of C11fford Slfton - The new reg1me in. the

: Department of the Interlor actlvely supported endeavours wh1ch the.
- ﬂ

. prev1ous admlnlstratlon had, at best, only perm1tted . The Galt

enterpr1se, for example, found in- the new- economlc and p011t1ca1 cllmate
the resources and encouragement 1t needed to beg1n development 43
}Renamed the Canadlan North west Irrlgatlon Co. Ltd » E111ott Galt
»'completed the first major 1rr1gat10n prOJect in the Terrltorles between
_x1899 and 1901.. l |

A new prospect had also entered the fleld the Canadlan Pac1f1c'

-Rallway - By. 1894, a decade after the completion of the-ma1n line, the

. C.P.R. had not yet selected its full land. grant entltlement Impelled

© .16
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by its right to select 1and-”fairly fit for settlement",‘the Railway
had forced the government to open areas far beyopd the or1g1na1 "Rallway :
© Belt" for Company selectlon a4 The Company still had, however, a large
outstandlng claim which was beoomlng 1ncreas1ng1y dlfflcult to f111 in -
the face of: compet1t1ve clalms by other land grant ra11ways |
Beg1nn1ng in 1894, W1111am Pearce began to,encourage the Railway to

consider an‘alternatlve. ‘He suggested that the company forego its rlght
to”immediately-productive land and.accept a single block of coungry
W1th1n the 1rr1gable area of southern Alberta 45 Pearce pressed his‘
-1dea v1gorously but the Company was reluctantAto pursue the matter. It
‘was not'prepared to surrender other avenues for fulfrlllng its land .
' claim and it continued to pressure the bominion government tofopen up
Amore areas for selectlon ‘the last being the second Northern Reserve in
1896, . 46' It was also constra1ned 11ke the Galt enterprise by f1nanc1a1
str1ngenc1es and it W1shed to delay any commltment untll it had seen |
_»results from Galt s pro;ect 47 . -
By 1901, however, both the Government and - the Company had a stake
‘.1n clearlng up the latter s outstandlng claim, as the flood of
'~1mm1grat10n began to f111 up . the west. Negotlatlons mnvolv1ng the
transfer of almost 3 000,000 acres.of land between Med1c1ne Hat and ‘
'Calgary ‘took - place between 1901 and 22 August 1903 when an Order-ln-
Counc11 authorlzed the transfer of land (see Map 1). 8
By the. turn of the century, therefore, a pattern of 1rr1gat10n
.deve10pment had been establlshed The Dominion government.had taken}
'steps to br1ng irrigation activity under leglslatlve control albeit

,only after determlned pressure from 1nf1uent1al government off1c1als,



> 1hese that the following thesis will deal.

18

e
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entrepreneurs, settlers, newspapers and western politicians.

Implementation of the irrigation policy was left to private corporations;

which_tndéftbbk to irrigate large tracts of_land on the expectétion of

. profiting frdm‘lénd sales. In 1906, three major irrigatiqn schemes were

active; the Canadian Pacific I_r:igation Company, the AIbert;a, Railway and .

% .

“Irrigation Company (as the Ga1t project was- renamed) , andithé Southern‘

Alberta Land Company. It iS‘abouf the project developed by the last of

!
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Chapter 1 Promoting the Bow River Project, 1&01-1906

The financingiof irrigétion by private cdmpanieé was carried out in
the expectation that invéstment in irrigation works would bé recouped by
the enhancement of land’prices'within the project. No company expected
'td pay for the cost of construction through charges for the delivery of
water. ‘At best, those charges were expected to cover only the costsiof

operating the system. In any event, charges for delivering water were

'jsubject to regulationﬁunder the North West Irrigatioﬁ'A‘ét.1 Land prices

La,
et
LW

were not.

At the tﬁrn of the century, ordinary dry land could still be
obfainéd under the Dominion Lands Act for a filing fee and three years
“of active occupation. After 1908, it was also possiblé»to purchase
ACfown land, as a pre-emption or purchased homestead, for $3.00 ﬁer acre.
Tﬁe‘C;;adian Pacific Railway Cdmpany was sglling its 1and‘at an average
price of $3.10 per acre in 1900;3 .The Hudson's Bay Company's averége
:’price at thelséme ime was $5.04,_4 Land pricés forrbgth<cpmpanies“rose
.steadiiyiih sypgé; enf years..

| Expéctatioﬁs f even higher land’prices spurred interest in
_ irrigation. Durirg his campalgn ‘to lead the C.P.R. to water, William
Pearce pro;ected he cost of his 1rr1gat1$n.schemes at $2.00 to $4. 00
per acre.5 The ipitial prOJe;t opéned by the Canadian North-west
Irr1gat1on Company, south of Lethbridge (see Map 1), probably cost
vapprox1mate1y $3.00 per ;cre to construct ‘between 1898 and 1900. 6
Neither of these companies.had any rea1<cost for their Land since it
was acquiied through goverﬁmentkland'granté. Yet, the initiél.pricg
j

P ' 23 .
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set for land in the Alberta Railway and Irr1gat10n Company project was
$8.00-$10.00 per acre in 1900. By 1906 the company was asking $18 00
per acre.7 ‘The Alberta Railway and Irrigation Company set the precedent
for expectations inllater projects. When,.in 1906, the Canadian Pacific
Railway was prepared to market its4firet irrigated land in the Western
IrrigationvDistrict (see Map 1), it received an offer from a
colonization company to guarantee $11.0b per acre for irrigable land.
‘Despite the fact that the colonization company would bear all costs
attendent. on eelling\the land‘~the Railway accepted the offer somewhat
»he51tant1y, feellng that too much. prof1t was being relinquished to the
colonlzers.8 The colonization company proceeded to offer the 1rr1gab1e
land at $25 00 per acre. Even non-1rr1gab1e'1and within the pro;ect was
‘being offered at a hlgher price ($15 00 per acre) than equivalent land
~ outside the Irrigation Block, because offlts prox1m1ty to watered land.

The “Midas Touch" which irrigation appeared to have on land prices
in these projects suggested to many people that‘there waslprofit_to_be
made.just fromiholding an interest in irrigable land. The prevailing
economlc ratlonale encouraged speculators as much as it did
entrepreneurs j It was in thls atmosphere of boom1ng land prices that
the Bow R1ver 1rr1gat10n pro;ect had 1ts beglnnlngs

In 1901 and 1902 the Dominion Government granted grazing leases

!

to James Duncan McGregor of Brandon, Manitoba and to Arthur Hitchcock
. . : ¥ L i

of Moose Jaw, Assiniboia They acquired contiguous tracts of land at

the ”Grand Forks" of the Bolg.and Oldman R1vers in southern Alberta (see

Map 2}. McGregor obtained 45, 900 acres and HltChCOCk 44, 605 acres

- with 21 year closed leases, which excluded the land under lease from



MAP 2
Grazing leases at the Grand Forks;

including the C.P.R. Irrigation Block, 1901-1906.

Arthur Hitchcock lease no., 2175
J.D. McGregor lease no. 2194
H.P. Brown lease no. 2422

(tbe Maunsell lease)

C.P.R. Irrigation Block at 1903.08.01

C.P.R. Irrigation Block to 1903.08.22
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withdrawal for humesteasd or purchase Jurifng the terw of the lease  They
wore alap granted the right to purchase a maxrimis uf 1/10 of their
loased tracts, plus 640 acres arvund ranch buildings, far $1.00 por
a;rn,lu

Applications for grazing loanes were geherally on the rlse atl the
turn of the century, atter a period in which ranching had 1horeasin
operated from privately-held land and government -protected water
reserves. The threatened loss of these reserves had re-activated an
interest in leasehold ranching and, by 1902, large leases were hoing
acquired with increasing frequeﬂcy.ll

The prime territory for this renewed leasiny activity was the dry
3nﬁthorn pluins of the Territorial Districts of Assinihota and Alberta.
The recipients of leases were frequently political friends of the
l.iberal government in Otmmx.l'3 The leascholds of McGregor and
Hitchcock were a part of the general trend. The land, tucked into the
curve of the Bow and South Saskatchewan Rivers, was near the centre of
the most sparsely settled area of the Térritorics. It was dry
grassland, fit for extensive cattle gra:zing and,’nt that time, under
little pressure from agricultu;al settlemcnt.H

The two applicanis also qualified as "friends of the government'.
James Duncan McGregor, in particular, had close connections with
powérful interests\in the Liberal Cabinet. Since the 1880s he had
been a close political associate of Clifford Sifton, Minister of the
Interior at the time tt‘ leases were granted. Borm in Amherstburg,
Ontario in 1860, he had arrived in Winnipeg in 1877 and soon became

. . 14
engaged in cattle raising at Portage la Prairie and, later, Brandon.
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- an 1mportant political colleague thereafter

e

- 28

P

He met Sifton during the Manitoba temperance campaign of 1886 and became
15 ‘ '

McGregor s v1gorous suppert of Sifton s political career dld not go

'funrewarded when Sifton attained a p051t10n of 1nf1uence as Minister o£f-1

o

L of his-p051t10n. In letters to Sifton he discussed the achISltlon of

,the Interior. During the rush to organlze an administration for the

P
<

.Yukon after the gold discovery, McGregor was 1nc1uded among the many

&

Sifton'friends who received government positions. He was app01nted

,Inspector of Mines, despite a lack of any ”ascertainable

qualifications" 16 His act1v1t1es in the Yukon seemed to be directed

more toward personal bu51ness and poligical concerns than to the duties

"hydraulic.dredging rlghts on the gold creeks, the need te remove ,/’

' Constantine), and the addition of mOre "Grits".in'the administration.

political opponents from the Territory s government“(including Charles
' 17

Due, it wouldiseem - to his complete incompetence in his position,

McGregor was withdrawn from the Yukon after only a year, but was

returned, as Liquor Comm1551oner, in 1900. \‘

Arthur‘HitchGock*s tonnections with government are less clear. He

was a lawyer'and banker, part Of the firm of Hitchcock‘and McCulloch of
18 .. o

‘Moose Jaw. Although he had personal dealings w1th Sifton his

) . .
importance seems to derive primarily from a close business connection

with James H. Ross, also of Moose Jaw ‘ Ross was a rancher, a prominent“
Terr1tor1al Liberal& and another close political assoc1ate of Clifford

Sifton He had been a member of the Territorial Assembly, and

s " ®

: Comm1551oner of Public WOrks in the Territorial Cabinet He also had

((

‘Oobtained a politicaﬂ ap901ntment.to the Yukon,‘as Yukon,Comﬂissioner in



s

, 190i, but - unLike McGregor, proved himself to be well worthy of the

ocCasion'

app01ntment 19 G1ven Ross" 1ater 1nvolvement in the cdmpany whlch was

formed to exp101t the gra21ng leases and H1tchcock‘s role in subsequent '

transactlons, it is p0551b1e that Hitchcock was act1ng for Ross on this
The leases wh1ch were issued were, themselves, ev1dence of the
political status of the‘reelplents. Under normal regulatlons gr321ng

leases could be revoked on two years' notice for the purpose of openlng_

"the land to settlement. McGregor and Hitchcock, as well as a few other :

' ,appllcants durlng the same period, were exempted from thlS uncertalnty

of tenurs through ‘the grantlng, by Order in-Council, of irrevocable .
leases.20 |

f Although the gra21ng 1eases were granted to McGregor and Hltchcock
on 14 December, 1901 and 4 June, 1902 respectlvely, they were not
immediately'issued McGregor sought the a551stance of Slfton in

completlng his transactlon durlng a visit to Ottawa in December, 1902. 21

]

§ut.1t was not'untll 24 December, 1903 that the Prlvy Council approved

" the isSuance of the leases. According to the Report of the Minister of

the Interior, not all the land in questlon had prev1ously been-
avallable, though the lessees had already taken posse551on
They had, . indeed. On 28 August 1903 a/eertificate,of

1ncorporat10n was 1ssued by the Terr1tor1a1 Government for the Grand

Forks Cattle Company The f1rst meetlng of the Company s pr1n01pals

was held in Medicine Hat on 12 September 1903 They were James Duncan

»

McGregor, who was appointed President, Treasurer and Manager, Donald A.

Ross, “appointed Secretary, and James H. Ross, appointed a Director.

29
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. The final Director was John“Ci Murray, a vholesale liquor merchant;of
Dawson, Yukon Territory.z3 'Arthur Hitchcock did not°appear'elther at
the meeting or among the'officers of the company.24 lhe company_had»an
1n1t1a1 capltallzatlon of $150 000. 00 25
The delay in complet1ng the lease arrangements had been off1c1a11y |
"expla1ned only br1ef1y that. the land had not been prev1ously
‘ ava11able The detalls, however were more complex The land covered
by McGregor's and Hltchcock's leases was, until 22 August 1903, part -
'Aof the huge tract under con51derat10n by the C.P.R. for its irrigation
'scheme‘.26 The block of land between Med1c1ne Hat ‘and Calgary, north of
the Bow Rlver had bee;~reserved from settlement until the Ra11way
d‘Company s selection was completed 27; The approval of closed leases
’effectlvely s1destepped the reservatlon ahd gave to McGregor and
vH1tchcock interests 1n land whlch were potentlally very valuable.
Although the leases were not f1nallzed due to the Rallway c1a1m
ne1ther were they revoked. vThe Government seemed w1111ng to recognize
the rights of the lessees to the.land'they had leased. The intent'of
,'the lessees was clear. " If the Iand were to’be inc1uded in the
‘Irrlgatlon Block the C.P.R. would have had to seek the rellnqu1shment
of the ex1st1ng leases, presumably by negotlatlng with the 1essees,
51nce the government was taklng no steps to v01d _their 1nterest
Instead the C.P.R. decllned to 1nclude the land in its tract On .
o
22 August, 1903 the bounds of the Irr1gat10n Block were approved by
v PrlvyJCoun011. The south boundary of the Block c01nc1ded with the north

boundary of Arthur H1tchcock's 1ea-se.28 .The-exc1u51on cannot have been

due to a removal of excess land from the tract, because the Railway

4
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had,:in:factﬂ'to increase its initial selection by 400,000 acres.inv
»order to close Outglts land grant c1a1ms completely 29 '

" The 1ncorporat10n of the Grand Forks Cattle Company, only after
the C.P.R. selectlon had been made»ofﬁiclal,:would_appear to have been
a movedto make use of.the,1easeshoncé£Specu1ative possibilities had
,disappeared;x Neither lessee had moyed to take possession previously,
"presumably because ot'the ﬁncertainty of their claims; but neither had
_a more secure c1a1m after the creatlon of the Cattle Company than
'before Only when the leases we;e f1na11y authorlzed in: December was
all uncertalnty removed and by then the Company was already in operatlon

Whatever the motive for 1ts creatlon ‘the principals d1d operate-
the Company as a 1eg1t1mate ranching concern {By the t1me of its second
dshareholders' meeting, on 8 September 1904 they-could»report an \' |
1nvestment ‘of over $150, 000 00 in land bu11d1ngs, machlnery, fenc1ng,
,wages, and, of course,‘cattle and horses.sp By 9 September 1905 the
;uleases were stocked w1th 4400 head of cattle, 935 horses, and 51 sheep 31
ZUnt11 1905 the actual leases remalned in the- hands of McGregor and
: Hltchcock. Only on 9 May, 1905 were the ‘two leases transferred to the :
'_Company; In the meantime both lessees had exer01sed their optlons to
: buy 1/10 of their leases, a total of 9,452. 65 acres 32 |
The operatlon of the Cattle Company- did not, however,’fulflll the
';probable flrst 1ntent of the pr1nc1pals. By 1906 a new scheme had been
- devised to exp101t the speculatlve potent1a1 of the tract. Once again‘
the’ promlse of 1rr1gat10n was at_ the core of the scheme

, Act1v1ty in thls dlrectlon began when E H. Cuthbertson applled tor

purchase a tract of land under prov151ons of the North West Irr1gatlon
ué’_'—

-~



'Act on 10 March '1906f The land lay north of the South Saskatchewan '

: Rlver to township 13 and east of the Bgw. River to range 7, Just west of

Med1c1ne Hat, encompass1ng w1th1n 1ts bounds the gra21ng leases of the

" Grand Forks Cattle Company (see Map 3). Shortly thereafter the -

government recelved another appllcatlon from Guy Tracey’ Roblns of
C ‘London, England ta develop an 1rr1gat10n tract contlguous to-
:Cuthbertson 's but south of the South Saskatchewan 3% In June of that
- ’year Cuthbertson merged hl§ scheme with Roblns' under the name, the
Robins Irrlgatlon Company . 35 | |

The comblned prOJect had rather dlfferent boundarles, partlcularly
south of the river (see Map 3}, but still included the Cattle Company
land. On 26_June,_1906 an agreement was signed between the Minister of
. the Interror and the Rohinstrrigation‘Company for.the sale‘ofv380,573
acres of iand at $3.00 per acre, for the purpose of»constructing'an
irrigation project costing‘$I-OOO'OOOLOO the,cost of which couid be
applled to the. purchase price to the extent of $2 00 per acre.i It Was
' 51gned for the Government by W.W. Cory, Deputy Mlnlster of the Interlor
b"and for the Company by A. C Hltchcock attorney |

The appearance of H1tchcock’s name on the agreement prov1des the
link betueen the Robins Irrlgatlon Company and the,syndlcateywhlch
_controlled it. In'fact although Robins had applied for'the.land and
the agreement had been 51gned 1n his name he seemlngly had no interest
in the company that boré his name, The syndlcate was made up of James

Duncan McGregor, of,the’Grand Forks Cattle Company,-MaJor G.S St. Aubyn,ﬂ

of the Canadlan Agency,_lelted -and Arthur Hltchcock by then Secretary
. 57 :

“-of the Cattle Company.
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MAP 3
ApplicafionsAfd‘ifgigate land,
‘ oy

'E.H. Cuthbertson =
- G.T. Robins . .

" Robins Irrigatidn Company
. 5

Grand_Fdr s -Cattle Company N

C.P.R. Ir igation Block

.

‘Maunsell lease - -

1906
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Roblns' role spems to have been de51gned to conceal the 1nvolvement
‘of the prlnC1pals, probably to hide the connection between the -
1rr1gat10n schenme and the gra21ng leases. Certalnly, McGregor and
company had suff1c1ent cause to seek anonymlty The'Conservatlve
0pp051t10n had been snlping at the government throughout the se551on in
1906 over the Government.s grazlng lease pOlle, of wh1ch the pr1nc1pals
,of the Grand Forks Cattle Company. had been magor benef1c1ar1es Qn.'
30 May, 1906 Robert L. Borden, Leader of the Opp051t1on forced a, full
‘scale debate on the government's administration of Crown land, durlng ‘
:‘whlch the opp051t10n s gr1evances concernlng the closed leases were
thoroughly alred George E ‘Foster, M. P for North Toronto, even
Anoted the potentlal value of some of the’ closed leases, 1nc1ud1ng the ~

9

Grand Forks 1ease, as- 1rr1gab1e land It was Pardly in the 1nterest

of the syndicate for 1ts actlvatles to come to the attentlon of the
Official Opp051t10n . |
" The presence of Major St Aubyn in the syndlcate set -the stage for
the speculative venture which followed. The Canadian Agency, L1m1ted
.of which St. Aubyn'was a director, was a Br1t1sh 1nvestment frrm,

' connected to‘:%e merchant bankers, Chaplin, Milne;.Crenfeli and Co.

The ban ng firm- was he1r to the firm of Morton, Rose and Co., wh1ch
had part1c1pated in the f1nanc1ng of the Canadian Pac1f1c Railway in

-~ the 1880'5._40 on 6 September,,1906“B}J. Saunders, an,1rr1gat10nx

consultant who had previously been~a surveyor for the Department Of the
Interlor, prepared a report on the Roblns Irrlgatlon Company's pro;ect .

for the Canadian Agency.41 The' exp11c1t purpose of the report was to

analeevits value as an investment opportun1ty for the Agency, but the

35 .
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’preéence of an Agency official in the syndicate suggestevthat it was
already committed to the_venture. The report served to urovide an
"independent”'valuation of the schene for use in subsequent transactions.
) The-report was, Of‘course, a’glowing testimonyhto.the qualrty of.
the scheme. Saundqrs.divided'the project'into two tracts, according‘to
the source of water. Tract "A", lyipg-moxth of the South Saskatchewan
River, COntarned 144,323 acres, of which Saunders foresaw 85,060 acres
‘being irrigable from a‘thirty milevlongwmain canal, drawing'water
'upstream on the Bow River. 'J.G. McIntosh, engineerjin charge of»éurveys;
was reported to be 1nvest1gat1ng other 1ntake sites fanther upstream,
whlch would bring 100, OOO'acres under the canal. Tract "B south of
the rlver was to be 1rr1gated from melt water run-off held in Forty »
‘_M11e Coulee. The southern tract was expected to 1rr1gate 50, OOO 100 000
acres of its 236 250<acre ‘extent. | " |
To fulfill the obllgatlons of the contract w1th the government,.
vthe company was required to spend‘at least $761,146. 00 (in order to
recover $2. 00 per acre of the purchase pr1ce) and 1rr1gate 95,143 acres
(1/4 of the total).' Saunders saw no d1ff1cu1ty 1n‘exceed1ng the
obiigation for:irrrgable‘acreaée«with a direct investment of much less:
than the required sum. For the'anticipated cost of $1 000,000.00 he
"expected that 85 000 acres in Tract "A" and 50, OOO 75 ,000 acres in
Tract "B” could be 1rr1gated Only $500,000.00 would be requlred to
commence work,.the remainder becoming available through the sale of
‘land and the aesets of the Cattle Comoany. |

e For the 1nvestment of $1, 000 000. 00 Saunders calculated a generous

proflt. Based 1arge1y on the asklng prices for land 1n the C.P.R. and
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Alberta RalleY and Irrlgatlon pro;ects, he pro;ected that 1rr1gated land

in both tracts would sell for $20.00-$25.00 per acre. Dry land would

‘sell for $10/00-$15.00 per acre in Tract "A" and for $5}00-$10.00’per
: o
acre in Tra#t "B", The value .of the property was enhanced by the

proximity of the C.P.R. main line, which. formed the northern boundary of

~
N . .
‘tract. Sapnders also noted the availability, in quantity, of coal and
j A , o
A natural gés in the vicinity. The balance sheet, thereéfore, appeared

the projecj,dand the Crow's Nest Branch, which ran through the southern

-rosy (seJ Table 1).

A pJOJected return of greater than twice the projected 1nvestment
was attr;ctive, indeed - Saunders also projected annuél proflts from the
operatloh of the prOJect ‘The water charge of $1 50 per acre per year'
'.was expected to cover the annual malnteggnce costs of $40,000-$50,000.00

and to éenerate an annual profit of at least $90,000. 00. He also
‘mentroned,the presence of 24,000,acres of Hudson's Bay Company land and
25,000/acres of.schoolpland as assets, though he did not itemize the |
expen§e'of acquiring them. Nor did hekconeider the 1enéth_of time

. / : : '

invoy;ed ih obtaining the return which he predicted, or include the

cost/of selling the land. " Looked at~uncritically, the report presented
» avvéry desirable investment opportunity. Seemingly, none of the

pr1pc1pals noted or were concerned about, its‘omissions.

On 18 September, 1906 the Canadlan Agency bought the project from
thg Robins Irrigation Company and then 1mmed1ately resold it, in
Oétober; to another company , established to develop it. On 11 October
tLe Southern Alberta Landeompany issued its prospectus.42 The company

was to be capitalized at £500,000 ($2,065,000.00), the subscription to.

37



TABLE 1

PROJECTED EXPENSES AND REVENUES, ROBINS IRRIGATION COMPANY, 1906

Expenses

Land @ $3.00 per acre (less reduction for works)
Cogt of works
Grand Forks Cattle Company assets

Total

Revenue

Sale of ranch assets

SS,OOO acres,_irrigated, Tracf ﬁA”,,@ $23.00 per acre
59,323 acres, dry, Tract "A";:@ $12.50 per acfe
10,143 acres, irrigated; Tract '"B", @ $20.00 per acre
226,107 acres, dry, Tract "B", @ $5.00 per acre

Total

Excess of revenue over expenses

Margin of -profit

fj S
Y 2N

$ 380,573.00

1,000,000 .00

557,679.50

1,938,252.50

500,000.00
1,955,000.00

741,537.50

202,865.00%3

1,130,533.75

4,529,936.25

$2,591,683.75 .

57%
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be handled by Chaplin, Milne, érenfell and Co. Ltd., who were also to

be the éompany's principal bankers. The Board of Directors iﬁcluded

‘_representatives of all of the parties interested in the scheme:

A.E. (sic) Hitchcock and J.D. McGregor of the Grand Forks Cattle Company
and Robins Irrigation Company, the latter named Managing Director;
G;S.”St.lAubyn of the Robins Irrigation Company and the Canadian Agency;
‘as well as Maj. Gen. Ronald B. Lane, who became Chairman; W.H. Ellfce,
a director of the Western Canadian Land Co. Ltd}; Frederick Baynes, a
director of the London and Northwestern Railway Co.; and WiJ. Challis,
who was appointed Secretary.

The prospectus clarified for the first time the web of financial
dealings which had occurred in markéting the scheme. In order to
acqui:e the contract between the Crown and the Robins Irrigation
Company'(known aS Contraét No. 1), which authorized the construction of

" the profecé andvarranged thé iand sale, the Southern Alberta Land
Company had to settle the interests of a number of claimants. The
Robins Irrigation>Company had sold its interest in Contract No. 1 to
the Canad1an Agency ?br,floo 000 ($413,000. 00), payable in cash or for
£10 000 ($41,300.00) in cash and the balance in shares of the operating
company, as yet unformed. The assets of the Grand Forks Cattle

' éompany had also been sold to the Canadian Agency for £135,000
($557 679.50) cash 01'£45 000 ($187,750.00) 1n cash and the balance in
shares. The Canadian Agency, in its turn, sold those assets to the
Southern Alberta Land Company for £300,000 ($1,239,000.00); £133,333
($550,665.29) in shares of the company, the remainder, £166,667

($688,334.71), in cash. The Southern Alberta Land Company also bought



the interest of E.H. Cuthbertson, one of the original applicants, for un
undisclosed sum. Though it 'is not referred to, it is likely that a
similar payment was made to Guy Tracey Robins,

The returns to certain of the principals from?these convoluted
transactions were remarkable. The shareholders in the Grand Forks
Cattle Company, who had only recently raised its capitalization to
$500,000.00, received $557,679.50 for assets probably worth no more
than $300,OOQ.00.44 The Robine Irrigation Company, namely Hitchcock,

McGregor, and St. Aubyn, received 3413,000.00 for virtually no outlay

whatsoever, since all they had to sell was Contract No. 1, for which
little could have been expended. The Canadian Agency re}lized a pngffwn
of $268,320.50, for having arranged the transfer of assets. Durin,ﬁ
the transfer the Agency was required to spend £55,000 ($227,150.00) in
cash and received £167,667 ($688,334.71), an imméﬁ%hte cash profit of
£112,667 ($461,184.71). "The discrepancy between the Agency's cash
profit and its overall profit was due to its taking a smaller quantity
of stock than it had to pay out in its turn. Presumably, the Agency's
creditors accepted a larger cash settlement than had originally been
agreed.

All of the early principals gained substantial cash payments but
still retained one quarter of the issued shares of the Southern Alberta
Land Company. The transactions had withdrawn $1.2 million from the
‘Ceﬁpany's available capital, making the scheme a much less profitable
enterprise than Saunder's projections had allowed. The prospectus

projected expenditures of $2,619,573.00, an increase of $681,320.50
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over Suunder's estimates. The excess ol revenuo over capgipes wis
. , "a,l‘r' ’ : -
" ) . 1'1'
reduced to $1,910,363.25, still a 4% profit margin, PR ‘
‘ “ ) E »,"~..f .‘“ S
The Southern Alberta Land Company and jts mvautu;s‘ybrﬁxk@agmﬁly
L o ‘i"" ,a '
satisfied with the financial arrangements, Jdespite th»»fh‘é'zi'v:( Lspegaalﬂiqwc
. o i "’.’
. L
. . ’ .
withdrawals. (thers, however, were less forgiving and ng sponer had the

announcement of the Southern Alberta Land Company bargain been made than
. ' K
1t began to draw strenuous criticism from many sources. ThqiprQJagt'$
’ T
critics had become inquisitive very soon after the first appﬂi§§1xnns

. ¥
e
were submitted to the Department of the Interior. On 16 April)ly0e
Maitland Stewart McCarthy, Conservative M.P. for Calgary, had asked &

- \ . ~ - ' .
Frank Oliver, Mingster ot the Interior, for a statement of land sales

4, .
applications presently under consideratgbn and had been ing

among others, the applications of Robins and Cﬁthbertso,
nothing had yet been v;lecided.45 It w.ku'lfthat_.
was no more than part of the Opposition's per§i$f;ﬁﬁgéffo€ks to embarrass
the government with evidence of its shortcomings.a ’

Announcement of the organiration of the Southern Albertﬁ;Land
Company and its acquisition of an irrigation land sale authoff:ation wa;P
proof not only thatua decision had finally been made but that some

N
peculiar dealings had occurred since the time of the first ?pplxcatxons.

L. . * . . .
Suspicion was voiced almost instantly, firstly in the newspapers. On

31 October, 1906 the Calgary Herald denounced the scheme under the

headline, "Another Grab of Government Land'', arguing that the government
should not sell land for $1.00 per acre which the Southern Alberta Land

Company prospectus proposed td sell for a minimum of $5.00 per acre. It



“a public work.
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propOSed that the;project might have -been more reasonably undertaken as
Be S
46 S T ’ o

o

On 21 November, 1906 Oliver reébmmended approval of the transfer of
the Robins Irrigation‘Coﬁpany agreement to the Southern -Alberta Land
Company.47 Only a week 1ater'the Oppdsitionwbegan'an extensiVe

. @ T e
questioning of the goveérnment to discover details of the transaction.

..

Robert ﬁorden_led dff on 28'Novémber with'alrequest for ‘all relevant

material cenneeted witn the Robins Agreement. “From then .until tneyend

of January, 1907_que$tions were asked concerning the Robins Aéreement,t oo
the McGregor'and Hitchcock leases, the tranefer of the leases to the

Grand Forks Cattle Company,ﬁprrdr applications to irrigate land within

the Roblns PrOJect and whether John - Stewart Comm1551oner of Irrlgatlon,

had been ~asked to report on’ the Robins scheme pr10r to its approval. 48

In the last instance, 011ver was forced to admlt that no report had been

_,",

requested a te}llng adm1551on, con51der1ng later events, which was not
. 7

N

pursued by the Opp051t10n L _ﬁ@”’

” On 5 #ebruary, 1907, the quest1on1ng ended and the Opp051t1on

turned to the attack In-an“amendment to. a motion to reconvene as the

ax
P

¢

Commlttee of Supply, McCarthy movedeQat i

ThlS House, while favorable to every reasonable undertaking
for the development and colonization of that portion of the
Canad;an west which can be made suitable for agriculture S
onlﬁ’by mgans of irrigation, condemns the action of this
governmenf in the matter of the Robins Irrigation contract,
being of the oplnlon that ‘the government has failed to-
safeguard ‘the*rights of the people, has subordinated the
public interest to that of speculators, and has, for the
beneflt of certaln favourites of this administration,:
permitted the enterprlse to be overloaded with promoters’ 9
proflts which must in the end be paid by future settlers.

A
9
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The Opposition was, by then, well informed on the matter and was

-

determined to press the case for maximum embarrassment. Much of their

information, of course, came from the ¥ery revbaling prospectus of the

Southern Alberta Land Company, supplemented by gleanings concerning the

v e

. Grand Forks_Cattle Company and its principals. .

-In alluding to the scandalous nature of thepRobins transaction,

the Opposition presentedfanvalternative policy for the consideration of
’ ) ' : : )

the government. 'Citing the large advances in land values being promised

S ) . . . \

by the promoters, for relatively small capital investments, the

Opposition objected-that‘the profits were, at the same time, being lost

v to the government through its cut- rate pr1ce and gouged from the

)

eventual se%tler; They proposed that 1rr1gatlon prOJects could be more
0
cheaply” constructed and marketed as public works, thereby beneflttlng

" both the government and the settler through modest and'realistic-land

' prices. Robert Borden,ﬂieader of thelOpposition, cited the U.S.

Reclamation Service as a model for  government involvement in irrigation

50

"development. S o 1 R - X

-

It was a very one- 51ded debate  The Liberal government made little

‘5,'\

attempt to rebut the«accusatlons, dependlng, no doubt, -on their absolute

- majority to defeat the motion of censure. Only Frank Od1ver responded

v

exten51ve1y to the Opp051t10n s charges, and then oﬁ%y early 1n the .
] 4 B
debate He stated th@t all transactloné‘had not only been legal but
,43

had complled wlthfthe intent of the government ] 1rr1gat10n pollcy He*"

132 :
defggdgd the ult1n&he land prices as 1eg1t1mate for a prlvate enterpr1se

which must repay 1ts expendltures through enhanced 1and values. He

clalmed that the govetnment s 1nterests were adequately protected and

@

. 43
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that the revenue to be obtained from the sale was not pearly so important
as the future revenue to be obtained from the successful settlement of
the project.51

. One other Liberal, A.K. MacLean'of Lunenburg, scoffed at the

“suggestion that the govérnment should construct. such projects:, Hﬁﬁ&gq;d

.see no reason why the government, ill-equipped to engage in éﬁéﬁ%&m

undertaking, should divide its energies in settling the west when private
52 ' R

interests were prepared to do the work.” -
Inevitably the government prevailed. In a straight party vote, the

.government defeated the amendment 86 to 53. AOnly'Hepri Bourassa broke

e ohly legislative debate on the

Liberal party_ranks;sé Thus ended

project.-.
The-rgsolutioﬁ éf@‘ o 21 disﬁute’in th;fHouse of Common§,
achiévedvby the defeat :-}ésition amendment, in no way énswered_
‘the ériticisms bfbught'to bear on the marketing of the scheme. During
the course of a hectic few monthg;'a ;mali»grpup of pfomoﬁérs‘had

obtained an authorization to construct an irrigation project and had

.

sold it at a handsome profit. They had structured the scheme in such

a way that other assets, those of the Grand Forks Cattle Company, could

. ~ @
also be sold at a handsome profit. Their speculation was a consequence

of the obSérved effect'whicﬁ ifrigafion investmeht'had on land brices.
i‘If the price of ordiﬁary land could rise far above the cst of irrigating
it, there was plen?y 6f room to extract profit merely by marketing én‘
' interest‘in.irrigaﬁle propérty or an authqfization to build an ifrigation

system. . o . ‘ _ N

[



- It is clear from the act1v1ty of the prometers, the acqulescence
of the Southern Alberta Land Company and the approval of the government
that few con51dered the speculatlve w1thdrawals to be elther partlcularly
dishonest or in any way harmful to the proewects of the scheme That the
promoters were prepared to accept part payment bn stock 1nd1cates that
they, too, desplte the1r cynical proflteerlng, were confldent about the
ultimate success “of the progect and would stay 1n to share further
proflts.e The economlchratlbnale upon‘whlchnlrr1gat10n.developments were
undertaken; that'eonstruetron_WOula be paid for by 1and‘sa1es,'ﬁas
fdnquestionedt Ne one»seeme& to censider that there might he limits to a

ler's abidity to pay for land." g

i
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Chapter 2 The Southern Alberta Land Company: McGregor,

1906 - 1912

It has been seen that the Bow River Irrigation Project was devised
and promoted primarily for the quick specu}ative benefits thét could be
obtained. It is not surﬁrisiﬁg, tﬁéfefore, that the lands selected for
the project and the initial proposéls for watering them were not well

chosen to produce an efficiently run irrigation system. Nor is it

-surprising that, concurrently with the political furore already

discussed, the irrigation cbmmunity in Southern Alberta began to subject

* the scheme to much criticism.

The most telling criticisms came ‘from William Pearce, whose
credentials in thé>irrig§tion community were ﬁnassailable. Duringvthé
course Qf ﬁis career with the Deparfment of the Interior, he had
examined fhe»entire irrigation éountry_and knew the irrigation potential
of every source of water and every tract of land'in the t§rritory. He
saw no ;irtues in the scheme, and was pfepared to air his‘views at

'

length to those who/ sought them. In response to an enquiry by John

N

Stoughton Dennis, Superintendent of Irrigation for the Canadian Pacific
Railway, Pearce prepafed a detailed critique.1

Baged oﬁ>his own knowledge of the country, Pearce considered that
the proposed intake site for the northern tract, in Sec.35-18-18W4
(see Map 4) was an impossibility. Water could n@t be withdrawn from
the rivef at that point or delivered in adequate quantities to the land
unless the‘canal capaciﬁy and rate of flow ;eré ridiculously high. Due

to the broken nature of the land, with numerous cutbanks and ravines

50



MAP 4

Irrigation proposals, 1906-1908

Soythern Alberta Land Company, 1906.06.25

La%d to be retained or acquired, 1908.03.09

Lapd to be retained or acquired, 1908.06.01 . \<:Si
. : 7 N\ '

"F.L. Wilson and British-American Land ' N
and Investment Co.

F.P. Aylwin and Canadian International <§;<;,

Cofonization Co.

|

. Grand Forks Cattle Co. leases : ' @

Maunsell leése
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along the river valley, and the low incline of the river in that area
(lcsq'muu\three feet per mile) water would have to be raised 152 feet
above the river bed, requiring a dam 172 feet high and 1500 feet long
at its top. The cost of such a dam would be prohibitive. Even tﬁen,
Pearce doubted that 85,000 acres could be irrigated from the intake.
In order to bring the water out of the valley, a canal would have to
wind through miles of ravines and cutbanks, producing a much longer
canal than the 32 miles promised.

So far as the scheme for the southern tract was concerned, Pearce
dismissed it in few words. ''To depend for irrigation on melted snow,
would be to depend on a broken reed." Only by pumping water from the
Belly (Oldman) River into Horsefly Lake could an adequate and dependable

ly of water be obtained. Such an undertaking would require a 200

t l1ift, which would again be very expensive. In all, Pearce was
singularly unimpressed with the venture.

Charles A. Magrath, in charge of the Alberta Railway and Irrigation
Company, was also mystified by the scheme. He inquired of Pearce
whether the capacity of the Bow River was sufficient to support another
major irrigation project.2 It was Magrath's understanding that the
river's flow was totally subscribed by the C.P.R. Pearce's response
was decidedly less diplomatic than his memo to Dennis.

Unless my recollections of the physical conditions along
the Bow River are altogether astray, this scheme is
financially impracticable. If T am correct, it is a
gigantic fraud, and I am astonished at Saunder's lending
himself to it. I presume you know who is behind it. A
graft by Members of Parliament and Senate, an ex-Cabinet

Minister or Ministers; prominent government officials, or
ex-officials. What is the country coming to?3

vy,



Pearce confirmed that th; C.P.R. had all ordinary flow of the river. A -
scheme involving storage, which this scheme did not, could obtain
sufficient supplies from the flood stage. Magrath acknowledged Pearce's
condemnation and remarked,

| have thought that the only virtue in the proposition

was in that portion north of the Saskatchowan River

From your report, however, even that looks as heing very

questionable.4

Unfortunately, the Southern Alberta Land Company's British officers
did not have the benefit of all this criticism. Nor had they had access
to any official evaluation of the project, since the Superintendentrof
Irrigation had not been consulted by the government before it approved
the scheme. Throughout the early years of the project's development it
was under the control of J.D. McGregor, who was the British company's
only source of information. i

Even McGregor could not ignore the physical difficulties which

Pearce had outfﬂhﬁg in his reports. The new company began to survey the ;s

% 1907, under the direction of J.G. McIntosh, L
T

sy, o /f

f,tfa%§ hoﬁé er, ‘soon xeglacéd by an engineer named Arthur M.

it - “ impossibility of the canal location -

plans to obtain water. In an early

l:ﬁ >;E§Or;'£o'ﬂc6reg;r he stated that thirteen miles of canal had been

:?; located but that it would require very heavy work to build it because
~of tﬁé low'sloge of théuriver. He recommended a search for natural gas

A ‘to é?;vide'fﬁei for a pumping system, which he considered to be less

Sy

costly .to maintain than 100 miles of sidehill canal running through bad

K

-
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¢ - : v
cuuntry.' In subtequent reports Lface developed his al!ezﬂa ive i heme
-«

claiming that a pumping system could Serve 100,000 axrmaﬂ&ﬂrthcaat of
g
. 6 . : )
the intake site (»ce Map 4). According to Grace, "emfnen® engineers”

agreed that the pumping scheme was 4 “sound and sensible commercial

proposition," However, the expense could only bhe justified 1t land

north and east of Tract "A" were brought under water from the pumping
operation. The land could be obtained by exvhanging lract VRS south
of the river.

Investigations into the irrigation of Tract VA" had, ot anvthing,
been more discouraging than those for Tract A", Dependence on melt
water had, indeed, proved illusory. Pumping water trom the Helly River
to supply the relatively small acreage of the tract would be

prohibitively expensive. The tract's only value, 1t
;

med, lay an

exchang il

&t for more servicegble land.
v

News the pumping scheme merely contirmed the opinions ot the
project's chief critics. William Pearce met Grace at the Irrigation
Convention in Calgary on 29 July, 1907, and observed later,

I inferred from him that {the pnoject] was a fraud so

far as a gravity irrigation proposition is concerned,

the only thing that could be done was by pumping and

that was a very high 1ift.”
In conversation with John Stewart, Superintendent of Irrigation tor the
Department of the Interior, PeaYce learned that his view was shared by
many others who had talked to Grace and that Stewart saw trouble for o8

vy

the government if the Oppgsition, particularly Maitland McCarthy, got

wind of it. Fd

Stewart stated that there was no doubt that McGregor and
associates were fraud$,and should be sent to Penitentiary.
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There were rumours afloat that McGrégor and Grace had already bought

three pumping.piants,in Chicago for $85,000.00 per plant, and were

-’

drilling for gas to TUN them ' | \

In fact, by March 1908 $50 000.00 had been spent ‘in exploratory

o

dr1111ng for natural gas, but no adequate supplles had been found.
Nevertheless,'the company requested an exchange of land in order to

pursue the new scheme .of development (see Map- 4) By then, however,
)

the pumplng proposal was already 1051ng ‘favour w1th McGregor and Grace
- i P

because of another more attractlve, idea.

McGregor and Grace were contemplatlng the takeover of a schemev
just to the &est of thelr own (see Map 4). On 8 May, 1906 FranC1s
Percival Ay1w1n of Ottawalhad applled for the rlght to irrlgate land

on the “west side of the Bow. R1ver 10 “He proposed to 1rr;gate with
. o . ’

‘water drawn from the Bow and L1tt1e Bow Rivers. 'John/Stewart~had not

. ; \
considered the scheme practlcable because all rlver flow 1n the area

was subscrlbed except for that in the Belly (Oldman), whlch was not’ a
\
sultable source.11 W. W Stuart ,Inspector of Ranches thohght it

\“ﬁnreasonable to. 1nJure the gra21ng r1ghts of the ranchers bn the ar“'-ea.12
- But the;proposal had some political support_to push the application
-along, ‘Camille Piohé, M.P. for‘MontrealeSainte Marie, who had an

undetermined interest in the .scheme, wrote to Frank Oliver, Ministgr'of.'

the’Interior; complaining about Stewart's report. He claiméd that the

hlgh ‘water flow of the Bow was more than suff1c1ent xo supply the ¥

Cs

"vhproject‘and that he was prepared “to takeya}l the risksﬂ_of.provihg its

. '/‘,

feasib-ility.13

5o




Although the initial application had made ho"mentlon of supplying

storage, which was the only way that the high water stage could be used,
Ay1w1n applled for rrght to use the high water stage along with a.
request for a departmental exam1nat1on of ‘his scuime 14 But when John

Stewart met the pro;ect s repreSentatlve in Calgary, he discovered that,

no plans had been prepared He d1d admlt however that suff1c1ent ‘

water was ava;lable at hlgh stage and noted that’ an 1rr1gat10n scheme

prepared by;W1111am Pearce mlght be: used to supply the prOJect 15
Pearce had surveyed the country betwejr ‘the Bow and Oldman Rivers

. in 1901. - In his report to t%e Minister of |the Int rior he had laid out

|

the general outllnes of the scheme Water would be taken . from the Bow

’ [ 4
Rlver and chanelled into. Snake Valley, a .natural reserv01r 51te, and

I

from there into other reseév01rs and a large ir ‘gable territory. He-

/
had estimated that 70 OOO;acres in the Bl ckfoo

acres west of Snake Valle , and 420,000 acres ast and'south of ~the

>
-

: valley could be brought under the canal 16
| No actlon had been taken on hlS report Pearce hadﬁ;ffered~the
scheme to the C.P. Ri, t be part of thelr Irr gation Block but the
Ra11way had ‘decided that the scheme to the nthh of the Bow R1ver was
all they. could reasonably take on. 17 An 1nvestor from the Un1ted ‘States.
1ooked at it br1efly but decrded that the 11ke11hood of heavy
‘competition from the C.P.R. to the north and the Alberta Rallway and
Irrlgatlon Co to the south made 1t a rlsky venture, a 51gn1f1cant
observatlon con51der1ng subsequent events 18 Aylwin's prOJect lay
w1th1n the terr1tory covered by Pearce!' s scheme and the promoters

qulckly adopted Stewart's suggest1on and proceeded w1th ‘their plans 19J

:Indlan,Reserve, 50,000"
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Based on the use of Pearce's prOposal, Stewart declared the project.
feasi-ble.20 ‘ |

McGregor and“Grace'became lnterested-in.the Aylwin project as their
an floundered. Grace exam1ned the proposal early in 1908 and declared

it a "heavy but not 1mp0551b1e Venture.-"21 He questloned some of. the :
5o )

estimates of canal work, espec1ally the depth of a cut needed to : t

'_penetrate a ridge separating the Bow River Valley from the Snake_valley, :

and the length‘of sddehlll'ﬁ@rk;along Little Bow River below Snake |

- Valley. But the reservoi;iitself was the ffinestrI‘ever saw", saving

20 milesjof canal construction, "and the dams are a mere trifle".22

dGrace proposed to take over: Aylwrg S canal scheme, extend it beyond

Aylwin's nract through the Maunsell ran ~Eh1ng lease, Just west of the .
R1ver, and across the Bow: Rlver to Tract ”A” "~ He est1mated the

cost.at $860,000.00. He further recommended that Tract "B'" once

again be uséd\as exchange, this time for land west of the Bow Rlver.
'Therefzre only three months after requestlng an exchange of land .
‘to fac111tate the pump1ng pro;ect a new exchange proposal was submltted
to.the government. The change was justified with the explanatlon that
users mlght be unw1111ng to depend upon the steady gas supply wh1ch

would be requ1red to operate the pumplng system 25 -7 ' R SRR

By then /hOWeVer ﬂihe government found 1tse1f faced with f1ve e v

: [
appllcatlons Fo construct essentlally the same prOJect (see Map 4) 26 ¢#€i "
. Of these only the Southern Alberta Land Company actually possessed |
!
perm1551on to construct an 1rr1gat10n scheme, of the others, Ay1w1n was '

already nego 1at1ng an agreement wh11e F. L Wilson, the Canadlan

Internatlonal Colonlzat1on Company, and the Brltlsh Amerlcan Land and

f} _ & |
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Investment Company appllcatlons had been made‘after Aylwin's. Even '
Aylwin's appllcatlon had technlcallz -lapsed in November, 1907 when he
failed to provide details of his’ proposal 1n suff1c1ent time.

Officials of the'Department of the Interior had only oneﬂover;
_riding demand They 1n51sted that no company get control of the canal
‘route unless 1t was prepared to 1rr1gate a 1arge amount of land
' McGregorSs appllcatlon had the support of the Med1C1ne Hat Agr1cu1tura1
~Soc1ety, wh1ch saw it both as a source of ‘work’ for local farmers and as

v
.the means of rellef from the drought presently hampering agrlculture in
the area.27 .He.was also seeklnglto haye Ay1w1n'§’scheme comblned with
his-owng‘With Aylwin drawing water for histland £rom the ‘Soutliern o
h"AIberba Land'Company'cana1}?8 : “': e 3

.On 9 September; 1908 the Southern Alberta Land Company-exchange

was approved 29- The exchange re11eved the company of all of Tract ;1
1south of the South Saskatchewan Rlver and -most. of the or1g1na1 tract to
:'the-north-of 1t_(seeiMap 5). Only the 1and in the Grand Forks Cattle J
o CompanywleaSes remained[in’the reorganlzed prOJect. -Because the»land

‘ thest of the Bow Rlver did not fully replace the land dlscarded aJtract

”

T to the north and east of the Grand Forks 1and was added fu1f1111ng the
vorlglnal sales,agreementf It con51sted of much of the 1and requested
for the‘pumping;scheme | L
The Southern Alberta Land Company s prOJect dlstorted the scheme‘
as 1a1d out by Pearce in a number of 1mportant p01nts Pearce had -
: ;based his economic assessment of the scheme on prov1d1ng water along

the ent1re route of the maln canal But the Southern Alberta Land

Company and Ay1w1n tracts lay at the ‘east end .of Pearce s block

‘cg’



- MAP 5
Bow River Irrigatioﬁ‘Project,_1908{1927

. Alberta District (also known as
Aylwin tract, Alberta Land Co.)

Western>Distriqt fﬁ
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‘requ1r1ng the construction of 110 miles of canal which were, for the
company, through barren country. Pearce had not env1sxoned moving water '
across the Bow River to water land east of it. To do so w0u1d requlre -
the construction of 'a 600 foot long brldge and 16,000 feet of syphon to
cross the river valley After reaching the :western 11m1ts of the - -

o

project another 200 miles of main canal would have to be dug to reach . ‘.
the most eascerly lahd,'meking it, at the ‘time of cohstruction,*zce‘A ¢ /,. '

longest nain canal in North.America.S | |

" The reasons'for'retaining land east of the Bow River had nething to

' do with tﬂe‘COhstruction of an efficient, economical irrigation!system}

‘ Ic is likely that the principals, particularly McGregor, were/unwilling
to admit, by a total abandonment of land that the orlglnal scheme had
been very badly conceived. At the very least the Grand Forks tract had
to be'keptAwi}hic the project bocndaries or the purchase of the Cattle,
Ccmpany's assete could not have been defended.. The added cost end

‘dlfficulties involved in cérrying water across the river could only be

accebted"by spreading the expense over a 1arger irrigable acreageQ /

Thus, the company accepted the block of land to the north east rather : .

_ than taklng more suitable land west of ‘the Bow River, farther up the

canal line.

Apartlfrqm the leng%h ef the canal;.the company was faced with \
some difficclt englneering probleme'wheﬁ it finally began construcrion
in 1909. Thevintake was located at a point where the river divided ‘
oichannels-around Johnson s Island. Water was.to be.withdrawn |

P & . ] .
outh'channel-thrbgfh headgates and a 10 foot high, concrete. o |
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intake. An earth dam had to be built across the island and connecoed
to a spill dam built across the north channel, which was higher than
'the weir to ensure a good flow of water past the headgates.

The main canal, with a designed capacity of 1200 cubic feet per
second, paralleled the rivér for five miles,'requiring‘only one o;hk
built againét the slope‘of thé'valley;31 To get the water.odt of the
valley; however, required a major eicavation through a ridge of land.
Known as ‘thé Big .Cut, 1t con51sted of %,200 feet of trench over 51xty
feet deep, ‘involving the removal of 1,200,000 CUblC yards of mater1a1
There was some question as to the most reasonable slope for the walls
‘of the trench.. ‘ 0r1g1na11y designed with a ratio of 1.5:1, it was
eventually constructed with .25:1 slopes, on the advice of George G.
Anderson, engineer for the Alberta Railway and Irrigation Company, who
thought that the steeper slope would prévedt the accumulation of snow,
- which could 1nduce slippage. 32 Nor was the Big Cut the only-major
'excavatlon.} Immedlately to the east of the Big Cut an 11,000 foot
long, 20 foot deep sectlon, called the Long Cut, had to be dug through
another stretch of high ground

- To reach the Snake Valley the canal had to'cross:the West and
East Arrowwood.Creeks, which fiowed intermittenfly in deep ravines.
The ofossings were made with a timbér-box flume over the west valley

cand 4 wood—staye syphon over the eastern. Then, to drop Fhe,water
gently down the slopingilahd to the floor of Snaké Valley, five‘
concre£e rops were built. The valley itself, though a natdrdl
reservoir,\ had to be dammed at its north and‘south”ends to increase

its capaciﬁy to 360,000 acre-feet of wafer.



Beyond the Snake Valley, renfimed Lake McGregor,33 the project
faced its most difficult section. The canal was cut into the hillside
above the Little qu River for a distance of twelve miles, through
porous“sandstone‘and shale, until a naturalloutlet could be reached in
the valley, at which time -the water would empty into a second, smaller
reservoir. From'thére the éanal fbllowed an easy slope to the Bow
River, hampered only by tﬁe need for a few concrete drops and by one
dépression,.Mi1e~Wide V;iley, which was crossed by a long timber—box
flume. The difficulties of trosSing the river have already been
‘explained. Eést,of the river two more.reservoir§ were planned before
the eastern boundary of the project was reached. |

The new project was to be much more expensive than originally
enVisaged. Preliminary estimates made by George G. Anderson were
&$1,976,500.00,.a1most twice fﬁe 1906 figure. Anderson produced figures,
however, which confinugd to show the project as a>tremehdously

pfofitabie scheme. The revised project was calculated to have 210,000

irrigable acres, compared with only 95,000 acres for the previous

N scheme, which would produce $5,250,000.00 at $25.00 per acre. The

o

gemaining 190,000 acres of dry land would sell at $10.00 per acre,
yielding a revenue of $1,900,000.00. Total reveﬁue was, therefore, to
be $7,150,000.00, for a profit ofb$5,174,000.00, not including the
annual profit from operating charges.34

The company was, however, also undertaking a nﬁmber of other
significant expenses. In-order to control all of the land within the
project boundaries, thre company took steps to purchase the Hudson's Bay

Company and school lands in the tract. Arrangements for the purchase

L P EpAe
>l W5
¥,
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of the s§h001 land were not well documented, but the Hudson's Bay
Company a rchase was. Negotiations for the purchase of 49,009.79 acres
of land wdre carried out by the Canadian Agency, wh{th acted as middle
man for most of the transactions involving the project. The Canadian’

}

Agency bought the land at an average price of $13.50 per acre, paying
$661,632. l6,,payab1e in six equal annual 1nst4&1ments, beginning with
the down payment at 5% interest. The Agency then\sold 22,966.00 acres
to the Southern Alberta Land Company for an average price of $20.00 per
acre, totalllng $459,320.00, payable at one-half down and five equal
annual 1nstallm§nts thereafter, at 5% 1nterest.35 Under the arrangement
the Caﬁadiaﬂ Ag%ncy ?arned a profit of $149,279.00 on the land sold to
the Southern AlBerta’Land Company and an immediate cash profit-as well.
The flrst 1nsta11ment to the Hudson's Bay Company was $110,272.06; theg
Southern Alberta iand Company paid $229,660.00 to the Agency as a first,
1nstallment, for % gain to the Agency of $80,381.00. Toward the end of
negotiationé with ihe Hudson's Bay Company, Arthur Grenfell of the
Canadian Agency wrése to J.D. McGregor that the resale to the Southern
Albérta Land cOmpaﬁy\g would

give us a profifﬂand; I hope, enabie us to make an

arrangement with ‘H.B.Co. for easy repayment terms.

This will assist us in financing the deal wlthout

putting our hands 'in our pockets. 36
Mcdregor, presumably acting in the interest of the Southern Alberta
Land Company, madé'no obipction to the arrangement, which had placed a

$6.50 per écre-surcharge 6n the Hudson's Bay Company land in the

project. ' ‘ ; .
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The increased expenditure forecasts required capital beyond the
original capitalization of the Company. To cover it the company's
ca;%tal stock was increased from £500,000 to £700,000 and an issue of
£300,000 iﬁ 5% debenture stock was floated.37 A number of potential
revenue-producing ventures were also pursued to supplement the eventual
returns from the irrigatioﬁ scheme and, more importantly, to generate
that revenue during the period of construction.
Many of these were sources, not only of immediate revenue, but
also of further experise. The first of these commitments was, of course,
the Aylwin scheme. After the acquisition of Aylwin's canal route by the
- Southern Alberta Land Company, the government had approved Aylwin's
application for an irrigation project, much reduced in size, on

21 January, 1909. By the agreement, approximately 69,275 acres were
sold‘at $1.00 per acre. The land (see Map 5) was to be irrigated from
fhe main ‘canal of the Southern Alberta Land Company. An agreement to
facilitate the arrangement was signed between ghe two companies on

1 April, 1911.l The project was estimated to cost $500,000.00. The
S§uthern Alberté Lénd Company committed itself to the constructien of
a main'canal‘of sufficjent capacity to serve both company operations
and of a lateral canal to the Aylwin tract. - In payment for its work,
it would receive $10.00 per irrigable acre in the tract.38

By the time the agreemeﬁt was ;igned, however, the Southern Alberta
Land Company was no longer negotiating with Aylwin. On 17 November,
1909, Aylwin had transferred his interest in the project to the Alberta
Land Company, Ltd. of Montreal. The stock in the company had, in turn,

been acquired by the Ottawa firm of Smith and Johnston.39 It was they

£



who finally signed the water rights agreement. But even they did not
hold the company for very long afterward. On 26 May, 1911 the Canadian
Agency entered into an agreement with the company for the purpose of
forming a new company, also to be called the Alberta Land Company,
which would acquire the assets of the old company, as well as certain
assets already held by the Canadian Agency.40 The new company was
capitalized with 15,000 shares valued at $1,500,000.00 and it issued
another $1,500,000.00 in shares of 5% debenture stock. With that money
the new company bought the Aylwin tract for $1,411,020.50 in shares.
It also purchased the remaining 26,043 acres of tludson's Bay Company
land held by the Canadian Agency for the same $20.00 per acre which the
Southern Alberta Land Company had paid and at the same terms, even
though only 3,520 acres of Hudson's Bay Company land existed within the
Aylwin tract. The price for the Hudson's Bay Company property was
$538,979.50 (actually $20.69 per acre). The Canadian Agency also threw
in a "Lethbridge lot'", which was priced at $50,000.00 In total the
price of the Canadian Agency property transaction was $588,977.50, but
the agreement called for payment by the transfer of $500,000.00 worth
of the 5% debenture stock and $88,977.50 worth of comp;hy share§. By
this series of transactions, a project which ought to have cost no more
than $704,169.00 for the purchase of land and works was inf1a£ed into
one costing $2,064,512.00, the greater portion of which was syphoned
off in speculative withdrawals (see Table 2).

Even in its initial land sales, the’revenues were compromised by

obligations for further expenditures. Only two major sales were

f
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TABLE 2 v

%

PROJECTED AND ACTUAL COSTS OF AYLWIN SQHEME, 1908-1911

PROJECTED (Based on direct acquisition of all land and agreement with
Southern Alberta Land Company for water supply.)

&
Crown land, 69,275 acres & $1.00 $  69,275.00
tiudson's Bay Company land, 3,520 acres @ $13.50 70,400.00
School land, 4,480 acres @ 534.404x 64,512.00
Cost of canal construction, estimated * ﬁ}: 500,000.00
S e 704,187.00
4 e o
-ACTUAL (Based on contracts with government, Southérn Alberta Land Co.
and Canadian Agency.) - . ‘ fy
Crown land and construction, from é1d Alberta tand Co. 1,411,020.50
. . " R 3 v
Hudson's Bay Company land, 26,043“acrgs viaLCaﬁadian [ P
Agency @ $20.69 T .. 538,979.56
School land, 4,480 acres 2 $14.40 (assumxng lan& was " :
not purchased through Canadlan Agehcyh S0 i 64,512.00
Lethbridge ot : e o 50,000.00
PR Y Sw ' [
IR I 2,064,512.00

Speculative withdrawals

On Crown land and construction ‘.%A g -+ 841,745.50

3
(3

On Hudson's Bay Co. land (based on prlce dlfference on
land actually purchased : o .- 187,399.00

$1,029,144.50

“%.

(51, ]
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trapsacted during the initial period of conatruction, which seemed to
be otherwise devoid of any effort to begin a sales campatgn,

Of these two the more straight-forward sale was made to Clitford
Sifron, Qﬁo purchased 25,000 acres of land in three blocks at a price
of $40.00 per acre, irrigable and $27.50 per acre, dry. The sale was ‘ <
originally negotiated with an option to buy another 50,000 ac;es before
March, 1913, The ﬁalc“;aa completed on | October, 1912, in the name of
the Alfalfa Land (Zc)mpzamy.d2 Sifton's purchase marked the first sale of
irrigable land in the project and established the company's market
price for its property. The prices for both irrigable and dry land
were well above all prévious projections, and were probably higher than
prices for comparable land in'qﬁt C.P.R. project at that time. >
Moreover, Sifton's intent wastﬁo-resell the land to individual farmers
at a profit, so that it is reasonable to suppose‘ihat both;parties to
the deal expected land prices to rise even higher.

. f&e other '"land sale'" 'entered into by the Southern Alberta Land
Company at this time was much more involved and, once agaih,'included
the Canadian Agency in the negotiations. In April ‘and May of 1910
Arthur Grenfell, for the Canadian Agency, and J.D. McGregor, for the
Southern Alberta Land Company, proposed the formatioﬁ 6f a subsidiary,
which  would purchase a large tract of land from the latter, to put it
under immediate cultivation, using'large-scalé, dryland farming
techniqueaﬁpnd, eventually, to resell it as sﬁail, partly improved farm .
units, irrigated from the project canal.44 McGregor ;hought that the
land, soggﬁas broken land, cropped to”alfalfaf would draw prices of

¥

$50.00-$75.00 per acre.
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~4the. f1nanc1a1 arrangements

) i£3 ‘10. 0 ($15 30) per acre, dry., It also plﬁted an %btlon on qy

,‘,‘

29% ‘on. 1ssued stock per gear oo, kizﬁpkk,;

The"first‘draft prospectus for Canadian WheatvEstates Ltd. detailed
The company was to be capltallzed at

£500 000 ($2, 185 000 00) and it proposed the purchase of 51,200- acres of

//kﬁnd_uﬁb 200 1rr1gable, at £8 ($35 00) per acre and 25 000 dry, at £4
' The latter was de5cribed as.land "not con51dered to

($17 50} per acre.

=

need 1rr1gat10n”‘ though it was, in fact only land whlch could not be

,jlrrlgated from the canal or Was not sultable for 1rr1gat10n Proflts, -

& ’ 5

,‘based on expected product1v1ty and prloe of wheat ‘were calculated at

¢ .

The c0mpany was f1na11y organlzed as Canad1an Wheatlands Ltd w1th

1

only minor changes ‘in the arrangements Of’the 1ssued stock only

350 000 £l shares were sold The company purchased 64 000 acres for

%xr
-k

further 56 320 acreS\at the . same. pr1ce unt11 31 December, 1914 ,The ;“

Southern Alberta Land Company rece1ved.£256 000 ($1 117 820 00) over.

! .

the first three months, the remalnder to be pa1d in 1nsta11ments unt11

1918 -, For’ 1ts part, the Southern Alberta Land Company.guaranteed 5%
d1V1dends onrshares of Canadlan Wheatlands for two years il

The 1and wh1ch Canadlan Wheatlands purchased was the tract at the

o

extreme eastern end of the prpject (see Map 5) ‘It would, 1nev1tab1y,

~

_be- the last 1and to’ rece1ve water when the 1rr1gat1dn system went 1nto‘

dryland farm1ng When ,H Falrfleld manager of tHe Lethbrldge ;

"_j:{;;}':‘,xperlmental Farm, ‘was pproached to manage the farnimg operat1on he

|

n“(.fdecllned declarlng hlﬁself WdlsaPP°1nt3d in the general charactér Of

[ods
i .‘i\j:

- £358 400 ($1,566, 208. 00) calculated at £7 (szfo 59) ,per L,rrlgable acre and

I
e d

‘operatlon. There was, also-con51derable doubt as to 1ts su1tab111ty for

701‘



.'ventures were de51gned o™

. flnance the construct1

' could be ected to flow down the canai{

© the land". He thought that the promoters exPected too much from a
-tract wh1ch was not de51rabFe forﬁgax farmlng 7\ Nevertheless, the

-company pressed ahead with 1ts scheme, under the management of James C.

Murray, from the Brandon Exper1menta1 Farm. - Its proflt expectatlons

were. ‘more modest than initially estlmated rlslng from 7% in 1911/12 to

*,5;2095 in’ 1916 IR T o S

As well as those schemes already ment1oned the Southern Alberta

'Lahd'Company ‘was also enEﬁged 1n'Warket1ng lots in two town51tes w1th1n

,.

the pro;ect at Suffleld and Vauxhall Desp1te the dlsappearance of

the-pump1ng venture,vgasr xploratlon was,also contlnulng. All of these
f . ¢ ? S . .

rbduce revenue, either immediately, to help
IR . R "

; Or to increase the evenéual returns to the

Blnvestors - But all the deals were made 1n an env1ronment whlch

permltted the w1thdrawa1 of 1arge amounts of capltal into the hands of
a )

' the pr1nc1pa1 promoters, usually th? gh the good‘offlces of the

Canadian Xgency Given the optlmlstlc proflt forecasts the w1thdrawals
m

)

were | Yobably thought to" be no ‘more than f1rst 1nsta11ments on the

ewentual w1ndfa11 but the' greatly 1nf1ated the debt load on, the

upro;ect wh1ch would hav to be recovered bywland saled" By 1912, the

pro;eﬁt had ascess, theoretlcally,_to over $7 000 000. 00. Construction

" was near completlon but had alrea@y cost $3 354 874 73 4_‘8>a1most twicé'_'

L

!‘George Anderson 5 1909 estimate.

~yM§Gregor had begn promlslng the COmpf;tton of the pro;ect 1n.2;:."
49
11

' repo;tsugo the London offlce since June 1910 But’ 1t was not u

o

the 1912‘season that constructlon reached/;ge stage in whlch water

ven then only th land

s
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because on 31 May, 1912 the headgate structure on the Bow i

‘ des1gned for the permeable rlverbed on whlch i

f
!
!

westlof-the Bow River would be’ brought under water because the bridge/
syphon structure1was let out to contract’only in June. However, all
contour surveys,'to determine the amount and location of irrigablekland,
had beenicompleted and the purchase priceIOn 380,573 acres had been paid
to the government The company - had only to demonstrate its ability to
irrigate 25% of the tract to fu1f111 its contract and obtaln tltie

But the 1912 Season passed with no water enterlng the ¢anal,

T

collapsed, along w1th a length of the weir. The collapse was'subjected

to numerous examlnatlons by the cOmpany, government and cons j

; %
i :

englneers In the first off1c1a1 report on the fa11ure, w G

ca es.50 The headgates had been constructed Qn 'foun--tion‘impr0periy
q K ! .

rested or for the head

- of water thCh would pound over the weir. A oncrete apron below the -

" Bligh had noted earﬂler

weir had failed under the batterlng of the rlver .which had then under-’
S , /
mined~the headgate,structuré;‘unt11v1t aﬁdffbrtyﬁfeet of weir sank into

the resulting hole.
Bligh blamed the failure entireiy onfengineering error.

The bed of the river 15 as sound a mater1al as could be
wished. - The collapse was due, not to some unforeseen
"acc1dent ‘due to the "treacherous” nature of the river
bed, but simply to disregard, or crass ignorance, of the
o pr1nc1ples [of engineering] on the part of the Englneer
who designed the works.51 S s
52 and Itated a &n
- gaxn in his report -that other o

&

problems with the headworks ilso/ex1sted " He. c6n51dered the apron. below

the we1r to be too short by twenty feet to protect the r1ver bed from

72
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‘was doomed to fa11

+

the scouring action of the water flow. The weir had also been

constructed in sections, with expansion joints running right through

a

" the structure,\which left the weir prone to leakage (see_Photo 1). 1t

was also subJect to leakage along 1ts base because 1t had been

1mproper1y t1ed to its foundatlon. Further, he communlcated hls unease

about the general workmanshlp .of the headwork structures

~Ugly rumours are afloat of the extreme carelessness
with which the work was carried on whenever below water
line, and are so persistent that € dence must be given:

He wrote of concrete belng poured into runnlng water and of gﬁps in the
‘structures belng f111ed by’ throw1ng unopened bags of cement, stoné and

'dlumber 1nto the forms (see Photo 2) ""He suspected that the entlre we1r

o
: ! l

: Of the. two men respon51b1e for the pro;ect s condition, Arthur

Grace, the englneer, took the blame and was dismissed, though not unt11

v

vthe fall of 1912 It seems 11ke1y that McGregor, who had-been in charge'”

of the prOJect smnce the beglnnlng and on whom the Brltlsh D1rectorate

depended for reports, concealed the serlousness of the cgllapse tﬁrough—_
“~out the summer. It was not until September of 1912 that the British

-d1rectors ‘became acqualnted w1th the state of the prOJect, durlng the

course of a well-pub11C1zed tour of Canada by prominent Br1t1sh -
,x .
p011t1c1ans and businessmen. It ‘was the first 1n5pect10n of the pro;ect

#

by any of the Brltlsh offlcers and was. 1ntended to mark the formal

-

| openlng of the company s. works by no less a d1gn1tary thangArthur Duke

-of Connaught Gqﬂ?rnor—General of Canada Accomphn1ed by Arthur Slfton,

©

Premier of Alberﬁa,AC W Cross, Attorney General, and Charles M1tche11

.73



- Photo nb; 1
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Weir under construction oniBow . Ri%ER,.carm1911.

One section of the weir has already been completed. ,
The joint with the section being formed up later leaked
water. Canada, Dept. of the Interior. Water Resources-
Branch Papers, R.G.89, vol. 74, file 67-3. PAC.

t
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Photo no. 2 Detail of diversion weir, Bow River, 22 August, 1913 4 N

Phdtograph,indicates a gap which was filled in with gravel,
unopened bags. of cement, scraps of wood. The weir is
Teaking at the bottom right of the gap. Canada, Dept.
of the Interior, Water Resources Branch Papers, R.G..

- 89, vol. 75, file 67-4. PAC.




Provincial Treasurer, the party travelled by train'from Calgary to\
Gleichen on 7 September 1912. One eye-witness account of the event,
though written long allerward claimed that the British party were
totally unaware of tipe collapse unt11 the day of the openlng and that
wlth‘tq? revelation of both- the accident and the deception, McGreiﬁr
was Sacked on th§§§pot 54 Contemporary newspaper accounts do not fully
. confirm the story The damage was raﬁerreﬁQtp,bnt glossed over and
McGregor was fulsomely praised SS,W;;£ it is unllkely that the Br1t1sh
_party had been fully aware of the ‘extent of the damage or they‘would"
‘hardly:have,proceedea with the grand, vice-regal opening. McGregor
snrvived in his position only a little longer than Grace, resiéning on

31 December, 1912.56

‘ Grace was repﬁaced on 6 November, 1912 by David Walker Hays. 'Hays
was born at Bridgeport, California on 24 March, 1878 and obtained a
Bachelor,of Science degree fromvthe School of Mines, University of
Nevada at Reno in lQOQ. His irrigation experience included employment
on the Tﬁﬁe-‘smect in Callforn1a operated by “the U.S.
ﬁeclamation Service, and after'1903 as an 1rr1gatlon consultant. He
impressed the 1§£é§at10n community of southern Alberta, as Grace had

not.57 Samuel G. Porter, Dominion Inspector of Engineering, stated that

58

+ . vy

"he i'mpressesmas an unusually competent ‘man". W.H. Fairfield
remembered him years later.as an outstanding engineer_and a particularly
lnabie 1rr1gat10n eng1neer

.j With the arr1val of Hays, the pro;ect underwent.a complete

_ re-appra1sa1t.;Two engineering consultants, ‘L.H. Taylor and

R.G. Kennedy,fexamined.the existing’works and discovered that the

76
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“‘the Big‘Cut was subjec

eng1neer1ng 1nadequ cies so eV1dent 1n the headworks were matched along
the entire length of the.maln cenelp 60 Flrstly, the canal had been built
with too small a cap‘eity to supply either Lake McGregor or the available
irrigeble iend. Seco d,hthe‘éteep slopes of the Big Cut were an
impossibility. In fa't,_McGregqr end Grace hedﬁabready discovered that

to slides and had chosen to protect the channel

by constructlng a concrete conduit along the entlre length of the cut

By 1912, 2,000 feet of wondult had been bu11t Qbut Tg?lof declared it a

~ N %xy

~-.total waste qf:money,ff ich w&bld have been better spent reduc1ng the

' slopes. & ) o ’ » ‘§}[

o€

#

The dams at either end of Snake Varley were determlned to be subject

to seepage. The outlet n the south dam was decLared'lnadequate and
o

"unsafe. The canal was, in many places, too steeply $loped and had,

curves which were too sharp (see Photo 3). The ‘connections between the
canal and the flume ends pt West Arrowwood Creek were §oor1y de51gned
and would likely wash outL Thengttle Sow’ Sectlon would never take

water withont'expensive anairs. Taylor thought that the whole idea of
| .

‘carrying water across the Bow River, though technically feasible, to be

ecgnomically unrealistiexﬁ2 | | :

In short, the pfeject works seemed to have been built with no
thought to their eventual use, but had been considered, in Kennedy's
words, "a mere adjunct to the land cornicession". Kennedy summed up_the
project's,difficnltiee by noting that the works were plagued by bad
deSign, inappropriate location and poor correletion of the various

parts. He considered the;works to have been undertaken '"in rather a
‘ Y

 lighthearted way."63
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Photo no.

3 Aerial view of main canal, east of Bow River, ca. 1950.

Because the main canal east of the Bow was abandoned
after the intake collapse in 1912, it still exists as
it was.originally 1aid out and constructed. The canal
west of the Bow River was extensively repositioned

by D.W. Hays. D.W. Kirk, The Bow River Irrigation

Project: part 1, The History and Development of the Bow

River Irrigation Project up to and including its Purchase

by the Government of Canada in 1950. (Regina: P.F.R.A.,
19557, p. 55. :
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Taylor estimated an additional‘expenditure of $2,392,000.00 to
repair and complete the works, a figure with which Kennedy concurred.
More than two million dollars was a i%rge bill to pay on a project which
had been thought to be near completioﬁ only six months earlier,
particularly when $3,354,874.73 had ayready been spent on construction.
A comparison of the money already Spenf on the various elements of the
projects with that required to completé them provides a graphic picture

i

of the wastage of funds wh1ch had -been Permltted (see Table 3.
Vo @
Five ‘and .one- half years of management by McGregor and Grace had

proven disastrous for the project. Illﬁcon51dered land selection, self-
serving financial dealings and incompétent engineering had wasted
valuable time and cost tremendous amountS.of money. Nor were the

political and administrative arms of the Dominion government ,immune

ThHe original reﬁuest for a right to irrigate had been
o -

allowed by the Liberal government without reference to the opinions of
senior Interior officers in the field. The speeuiators‘had been
proteeted by the government, first in the House of Commons, then by
ailowing the exchange of lend when the original seheme proved
unworkable. “Bnce construction got under way, Department of the Interior
officials were lax in enforcing regulations concerning submissionﬁ)f

64
plans and uncritical in their reports on construction progress.

Y

The depredat1ons of'thq\?romoters and the wastage during
construction greatly increased the cost of development which would have
to be recovered from land sales. The time wasted by alter1ng the

boundaries of the project and- the time required to corfect the

structural problems of the system would also lead to delays in making
N . , S
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Division
Headworks
Canal, Div. A
incl. Big Cut,
flume, & syphon
Lake McGregor

Canal, Div. B
Incl. Little

‘Bow_Section

Bow River
Crogsing

\+...Canal,.Div. G

Reservoirs 2 § 3

Laterals
Miscellaneous

Totals

TABLE 3

EXPENDITURES TO 1912 AND ESTIMATED
COMPLETION COSTS AT NOVEMBER/DECEMBER 1912, BY DIVISION

Expenditure
1909-1912

$ 274,419.25

1,080,307.30 270,000. 00
230,635.91 107,000. 00
. 1,135,987.70 600,000. 00
90,552.45 175,000.00
252,217.55 No .estimate
Inél. in Div. _
B and C 125,000.00

Incl. in misc. I

exp. 1,000,000.00 .
' 290,754.53 No estimate
$2,392,000.00

Estimate

to complete
$ 115,000.00

$3,354,874.73

65

Status
at collapse
Complete
Complete, exc.
Big Cut conduit
Complete

Complete

Contracts let

Complete
Coﬁplete

Little work done
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the Jand available to farmers, during the peak years of agricultural
settlement in the west. Together, these failures would permanently
damage the prospects of the project as well as the company which

kY

operated it.
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Chapter 3 560mp1eting‘the.8ystem; Hays, 1912n-f1920

o« ’
.

Withthe arrival of‘David Walker Hays, the-Southern Alberta Land
¥

) Company f1nally aéqulred a person who was dedicated to the completlon
3and operat1on of the pro;ect rather than to the speculat1ve opportun1t1es

.arlslng from 1t Though Hays was technlcally only the pro;ect englneer,

replac1ng Grace, and presumably*subject to‘the overall d1rect10n of

S d. D McGregor's replacement Alrck C Newton, he seems to have Uecome

very qu1ck1y the domlnant off1c1al in the company s Med1c1ne Hat office:

Fd

Hays' 1mmed1ate task was to repa1r and eomplete the 1rrigat1on

o~

'network S0 thd‘!land could f1na11y be sold The completlon of the'

eng1neer1ng stu ies of 1912 perm1tted him to_ recommence constructlon in
the 1913 seasohr Good progress ‘was - made and water was let into the
system for the f1rst trme on 9 June, 1914 Because of the need to prlme,vn
the canal and structurés carefully, as well as the contlnued _ A
dlfflcultles w;th poor integration of works (the foqndatlons of one
flume were eroded because of water leakage where the flume Joxned the
canal), no water reached Lake McGregor unt11 12 July The company hoped
to begln regular de11very of water ‘to the pro;ect in 1915 ’
t_;:ﬂays faced two major techn1ca1 problems in accomp115h1ng ‘that goal,

both of wh1ch had f1nan01al 1mpl/pat1ons wh1ch would affect the economlc

-prospects of . the system Flrstly, all of the consultlng englneers,.and

o

: Hays, hlmself,,were agreed that the exten51on of the canal east of the

Bow Rlver was a wasteful expense tt W1thout maklng the ultlmate dec1sron
to write off the expendltures already made Hays operated on the

understandlng'that the-eastern tracts would,form fio part of the
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operatlng system, at least in the near future. It was unfortunate,,

i

o v-""’K’cm'ever, “that: contracts had already been let for the constructlon of the

Bow River Br1dge and: for the supply of the wood-s tave syphons., F*w

‘nExpendltures gm these items were ‘now clearly p01nt1éss but could not be

The other problem concerned the- L1tt1e Bow Sectlon of ‘the canal
undoubtedly the most hazardous stretch of the entlre route. ults\'\lr

locat1on, below;the system s, ‘main storage reserv01r, made 1ts

unrellablllty exceedlngly troublesome because fallure 1n that section

;could block the supply of water to the pro;ect s-land. For\a time the -

'company cons1dered the constructlon of a 9,000 foot. long tunnel whlch
~ would by- pass the ent1re sectlon.v But the tunnel's constructlon was

expected to cost $500 000 00 to $750, 000 00 and the 1dea had to be “

caped ~ Can truct1on on the br1dge went ahead and it was completed in o

~-7abandoned because the - expense could not be Just1f1ed ’ Hays was thrown .

back on the use of makeshift repa1rs to- 1mprove ‘the cond1t1on of the:

.canal puddllng a layer of clay over the sandstone and shale base and
bridging'the‘worst stretches-wlth t1mber—box flumes.-’At-best_the o

Little Bow Section would be a;continuous drain on the maintenance
N L \ ' - : ’ ‘

"budget; at worst it was capable of totally disrupting,the syStemfs -
operat1on.\ '
Concurrently with the renewed constructlon “the Southern Alberta

'Land Company finally- addressed the matter of se111ng the prOJect s

P

;farmland W R Angell a real estate marketer from Ch1cago, was

: engaged to adv1se the compaﬁy Angell thought the cond1t1ons in the
. D s . |

P

i west to be opportune for market1ng the pro;ect 37 He noted that

-



. acre to $125 00" per acre 1n ‘th

- a patlent sales program, butihe was opt1m1st}z about 1ts success e

o

\ , . - SN » A

. & ,‘i;w \ . " o . L \\\ . ) ‘ ’-
-4 "..\-3;_‘ ) e . .
i ‘

'-‘v1rr1gated land 1n the Lethbrldge aréa had rlsen in value from $6 00 per

‘e previous ten years ' Rural and urban

‘\_,

’populatlons'ﬁere rlsing rap1d1 and economlc ‘activity was buoyant. . He

recommended that “the sales camp ign fogus 1ts attentlon on the Un1ted

States, d1rected at the farmer-rmmigrants of the mid-west ’%ho were
’A

most lrkely to have the. $3; 000-$4 000 00 needed to start an 1rr1gated

farm. The cost of se111ng the . land was expected to, amount tp 20% of

. the selllng price. Angell 1nformed the. company that 1t would requ1re

o

, Although the company accepted Angellts programme, 1t must have been
/

dlstressed by the progected expense of se111ng the land No preV1ous

B

v‘_calculatlon of the prOJect s prof1tab111ty had 1nc1uded such

expenditures The reductlon in expected revenues, comblned w1th the
1nexorab1e increases in constructlon expenses Were produC1ng much less
encouraglng prOJectlons than those whlch had prevlopsly buoyed up the

N\
5p1r1ts of the 1nvestors By 1 January, 1914 the pro;ected cost of

completlng the pro;ect had rlsen to $7 700 000. 00 Even a net price of

'$30 00 per acre would leave revenues $1, 400 000 00 short of 1nvestment

"'ctlon alone 4- As the works neared completlon, the company's

financia p051t1on became 1ncrea51neg 1nsecure
i 4

- The deter1orat10n in the company s flnances had begun almost as’

’soon as news of the 1ntake collapse became general For a t1me'after

~ the collapse a degree of optlmlsm contlnued to preva11 Despite the

1ncreasrng costs, R G Kennedy still estlmated a prof1t of $4 260 000.00 _

over cap1ta1 expenses.5 The F1nanc1a1 Post of Canada,.1n report1ng the
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resurrect the company'S‘fortUnes;‘ * \ " e

- [There is] no doubt in the minds of practical
westerners but that [the land] would be put to
" good, use if the will of the manager, Mr. J.D.
McGregor, - prevailed Mr. McGregor.is a practical
agriculturist. “He can make -farming pay; has made
it pay\and 156persona11y ambltrous to make it pay
still b_tter L

*

"Practical wes erners" however, did'not share the Financial Post?s
_conf1dence in M regor s ab111t1es While they recognized the potential

worth of the pro; ct, the prendltures could not be 1gnored -,

P L. Nalsmlth man‘ger of the C P. R 's Department of Natural Resources

'wrote to Augustus Na‘ton %in response to a request for his views®
\ .
{ I don't thlnk th Te is any question but’ what they have
a large amount of very desirable irrigable land in
“their Block,-. . . but I' think the cost per acre of
putting water on the land is going to be extremely
h1gh probably hlgher than any other System 1n the WNest.

";When W1111am Pearce recerved a s1m11ar request hls response was ’
vtyplcally blunt.‘ He con51dered the land between the Bow and the BelLy

- (a[‘
B Rlvers to be adm;rably sulted to 1rr1gat10n but much money ‘had been, '

—

,,-’r - T - . . -
. v,

fwasted in develbping it.
~4s
» I ‘have’ no doubt the present’ men at the head of the
' company mgan business but they have been v1ct1m1zed
by the promoters. o
j‘In a report to the government whlch assessed the entire system, Samuel
».Porter, an: Inspecting Eng1neer for the Department of the Interlor,

' calculated that»the-worksvcompleted to;l January, 1913 were worth only

60% of thelr cost 9 it could not‘be denied that-the scheme héa becomef

i-lvery expen51ve, and would cost even more before water reached the land.
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* for land was significantl

¥ I_ '.w-‘ » : ‘ :
The company could also not ignore the‘competition from the Canadian

/ J
Pacific Railway projects to the north and south1 of it. The 0”? R. was

conducting an aggressive sales campalgn to attradt settlers to 1ts/~

3 A\]
prOJects. Not only were all the adve;t151ng and agency resour(es ‘of the

railway company brought to bear in the campaign,_butjthe price‘structure

sl

lower than the Sbuthetn‘Alberta'Land

‘ Cowpany's.anticipated prigce. .The maximum price ggrcif}igkble land in

‘the WeSternoDistrict'ofht e Irrigatioanlock was only $25.00 per acre in

1906, isso.oo/per acre in (1909, and $35.00 per acre in 19151

- FurtHbrmore; the company|provided up to $1,000 dollers in improvements

N

in 1ts programme of providing '"ready-made farms" for its settlers 12

By 1912 land sales 1n he western section were nearlng completion and ‘

- ,sales were underway, 1n ant1c1pat10n of 1rr1gat10n development, in the

/ 1n order to flnance further. constructlon

- central and eastern-dlstncts.13

- irrigation company(s'gffairsé;t"

. _—

[}

In the face of these ‘unavoidable faets, loss of confldence in the
>

rpany was 1neV1tab1e _The value ofVSouthern Alberta Land Company -

| s7ock had risen from 1ts par value of £1 per share in 1906 to a high of

SSS in 1911. But by the end of 1912, it dropped to 30s. and contlnued

0 dec11né reaching 17s. by March 1913, 12s. 6d by November, and

‘554 6d by May, 1914.?4 Despite the decllne in its stocks, the company

Qas,able to float another 1ssue of'Debenture Stock, valued at.£250,000,
15 1he issue‘wes; of course,
underwrltten by. the Canadian. Agency, for a‘3 1/2% comm1551on ‘The

removal'of 1nd1V1dualsf1nvolved 1nrthe_str1pp1ngtof capltal from the

“project had not endethhe_connection of the Canadian Agency in the

)

/
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The new source of construction capital which the debenture issue
: X .

provided was vital, but only the early 1njectioh"of }aﬁd sales revenue

could, provide the necessary funds to complete, settde and operate the
project. The company could ill-afford the expense of selling the land

¢ ;
or the delays of a ''patient sal campaign"‘" Worse, as the company

prepared itself to open the prgject up to ghrchasets, it was to discover

ile of its land as actually/sv711ab1e for profitable sale.
.The total extent of the/irrigation frOcht yhcluded approximately

40§,248~acres, of which approximately 156,000 acres were considered to

be irrigable. That acreage was rather/moré mod st than the estimate of

George A.fAnderson in 1909, and was based jon tﬁe results of contour

surveys which ha% been completed in Novem er,/1911 16 Approximately

42,000 acres were located east of the Bo Rlver and were, therefore,
being excluded from the,calculatlons‘of the/company. Not only would it
cost $20.03 per acre more'to irrigate t e‘éaﬁtern land than the western,
but as‘much as 15,000 acres was held by Canadian Wheatlaﬁds, Ltd., which
had paid rather less for it, $30.00 per acre, than thé:per/acre cost for
' the entire project, $39.09 per ac}e.l‘ The .decision neexto proceed with
the éastern tracts would save the ce- ‘ |

any $850,000.00 in construction

costs, but forced it to revise its greement with its subsidiary,

b

agreeing to extend its guarantee of Canadian Wheatlands dividends for a
18
further four years.:

!

‘West of the Bow River, the company also had limitations on its
available land. Its‘bnly sale to date, to Clifford Sifton, had also to

be re-negotiated, because of the failure to deliver water. The sale wa%

converted to an option-to-buy, exerciseable within seventy-five days



*

. ‘
after the company declared itself able to supply water.lg The purchase

-

price of $40.00 per acre Eor.irrigable land remained erksame, and now
looked like it would barely cover projected costs. |

Finally, the company discovered that a tract of priﬁé land,
containing 26,150 acrbs 6f'irrigahle land, was closed to i; until after
1926. The land was part of grazing lease no. 2422, known as ‘the
Maunsq@ll lease. The lease had bee; granted on 1 Augﬁst, 1905\§s a

twenty-one year, irrevocable lease, the same privilege granted to

McGregor and Hitchcock for the Grand,Fork;leases.20 With the inalusion

PEN R
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of the lease in the Southern Alberta Land Company's project in 1908, the
Department of the Interior had taken steps to cancel the lease, under

provisions of the North West Irrigation Act. Their efforts were

instantly»bpposed by the leaseholder at that time, John Cowdry, who
probably went directly to the Minister of the Interior. Frank Olivef
overruled his Department's understanding of its powers, and prevented
the cancellation.21 The company theﬁ attempted to negotiate the sdle
of the lease from E.H. Maunsell, but no agreement on price could be
reached.22 The land would, therefo;e, remain unavailable uptil the
term of the lease ran out.

Therefore, of 156,000 acres of irrigable land in the project, ohly
69,250 acres were immediately available for sale in 1914 (see Table 4),
an'écréage far too small to support the accelerating costs. The
financial'perils did not, as ye£,'threaten the company's ability to
complete and market the project, but the chance that its stéckholde;s

would see a return en their investment was narrowing.

———— — .



TABLE 4

ESTIMATED IRRIGABLE LAND AVAILABLE FOR SALE, 1914

Total acreage of project 408,248 acres

Irrigable acréage - west of Bow River

Western District 61,330
Central District - Maunsell lease 26,150
- other land 25,920
- east of Bow River
Bungalow District ‘ . . 27,600
Suffield District 15,000
Total irrigable acreage : 156,000
Less: lands east of Bow River | 42,600
Sifton Option - i 17,000
Maunsell lease : ; 26,150
85,750 85,750

(2]
(-]
N
v
(=]

Irrigable acreage available for sale
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Early in 1914 events occurred in England which placed even the
completion of the project.at hazard. On 8 June, 1914 the banking firm
of Chaplin, Milne, Grenfell and Company fajled. It was brought down by
the speculative activities of Arthur Grenfell, acting through the
Canadian Agency. The Canadian Agency had attempted to reofganizo the
Grand Trurk Railwa; and the Lake Superior Corporation by obtaining
stock control. Due to falling markets, part of a general depression
just prior to the Great War, the Canadian Agency had been left with a
huge debt to the bank, backed by much reduced assets. Grenfell departed
the banking firm on 17 February, 1914. fhe collapse of the Canadian
Aéency, also on 8 June, forced Chaplin, Milne, Grenfell to suspend
operation;.23

Thé public collapsgﬁhad been preceeded by months of uncertainty,

«
during which the Southern Alberta Land Company lost access to funds

24 With its normal construction funds

which were held by the bank.
unavailable and no prospect of revenue until the construction was
compléted, the company searched for other sources of funding. In March,
1914, it sought the assistance of the Dominion government. The company
solicited the assistance of the Bank of Montreal to put its tase to the
government. It claimed that its need for assistance was vital; without
"it the company faced receivership and the project, closure. As 'the
only straight irrigation company in Qestern»Canada", the company cl#imed
its failure would affect opinion as to the feasibility of irrigation

developments, disrupt immigration to the Northwest and hurt the credit

of Canada.zs’
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In imsmt eim.m‘m.. Denzil C. Newton, the company's
attorney (as well as being the Gﬂwnz :ﬁrm of the Canadian Agency),
detailed the company's case for assisthnce and defined its request more
precisely. Newton stited that the pwj«kt'm of particular public
benefit because its canal ran through much public land, which could
profit from the availability of water. Assistance would also constitute
a direct aid to the settlers of the vicinity, who formed the bulk of the
labour force on the ;'>rojoct , snd to the busimt: Mg_ommwdyo trh. "
level of local spending. The project had elready injected -
$6,131,371.00 into the economy of the country and would spend
$2,836,919.00 more if the company was not forced into rccelvorship.26

Newton's request fbi assistance took the form of a refund. The
company had paid the Dominion government iggfull for the public land
within its project in 1910. It could not, howsver, obtain title to the
land until the company demonstrated its abilit; to irrigste 25V of the
tract. The company wished to be relieved of that requirement so that
it could obtain its title, which could tHen be used as security for new
financing. It also wished-EE;”;e-porary return of its purchase money,
some $397,125.60, to be used to keep construction going until new
financing was obtain;d.27

The response of the Borden government was not generous. William
Thomas White, Borden's Minister of Finance, was not i-presied by the
company's pleadings and saw no reason why the government should be
expected to aid every company threatened with liquidatign. He

discounted the company's claim that its fortunes were of national

import. He chided Williams-Taylor of the Bank of Montreal for his



uwillingness to accept the reality of f*murﬂu depressions and
fauunm“u ' )
White's resarks vers & pointed sllusion, not oaly to the curvest
&iﬁn}.aﬁ; th also to 'm faet that the Souther ;90!,'1‘ uu Company
was not alome in wm the govermment for assistance. Most
notably, the Cm&di:m Northern Railwsy was occupying much of the
governaent's attention with vefy such the same :;mt: that their
survival was of overwhelming national importance. The government

| 4
response was uniforaly severe. Robert Borden snd company were not

prepared to provide an open pocket book to distressed mumrhn.m

Mesbers of the cabinet also had more particular objections to
asiding the project. They remesbered {t as a beneficiary of the Libers)
government's lmu;o and sew no reason why the Conservatives should
grant it specisl favours,

{especially since] we have in our possession evidence

of the most glaring and dishonest manipulation in

connection with the purchase of these lands, and

which involves the names of certain wmembers of the
late government.30

X Advice from officials within the Department of the Interior was
rather -oroktmnﬂcial to the fate of the project, if not to the company.
In his report to ¥.J. Roche, Mimister of the Interior, E.F. Orake,
Superintendent of Irrigation, recommended that the project be completed
but that the company be allowed to fail. By his calculations it would
require a selling price of $51.00 per ’irri‘gnble acre to recover the
investment on works. Competition from the C,P.R. project, however,
prohibited so high a price. Were the land priced to compete, a loss of

-
75% of the invested capital would be incurred. Since assistance could
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., - not prevent the eventual collapse of the company and takeover of the

A:-project by the government, the company should be allowed to go into

receivership ‘The modest investment needed to complete the pro;ect

B

‘*could e3511y be" recouped by the government at competitlve prices If -
" the government chose,t0¢prov1de.the-a551stance ‘asked of it, Drake

insisted that strict controls be placed on the company's operations.

/Duridg the 1906 debate'on the project, the Conservatives, then in
OppositiOn; had proposed public development as an alternative to the
existing?policy. But when' the 0pportun1ty presented 1tse1f the v

Conservatives proved reluctant to 1mpIement thelr own suggestlon As

_ with the rallways the Government was not yet W1111ng to concede that so

K)

drastic a measure as. a takeover was requlred to rev1tallze-the pro;ect

s .

It was persuaded therefore, to provide 3551stance and on 23 May,

‘1914, it agreed to refund $380, 573 00, taking a first mortgage on\the

land as securlty UnfOrtunately, events upset even thlS arrangement‘

o

;when, on 8 June, the same day that the Canadlan Agency and Chaplin,

Mllne, Grenfell and Company declared bankruptcy, the Southern Alberta

Land Company s 6 g Debenturé/holders voted to place the company in

g receivership Unlike the other companies, the debenture holders did

A

‘not intend that the Southern Alberta Land Company be liquldated Rather )
\th\y h0ped that the Recelver, Sir W1111am Plender, would be able to

‘arrange for f1nanc1ng so that they could proceed w1th the pro;ect.

o

Plender s first task was to confirm the government [ w1111ngness to

implement the refund~arrangement - On 31 July, 1914 the ‘agreement- was

51gned between the Receiver and the government prOV1d1ng for the loan

32

of. $354 684. 00 The.prov151ons'were.generallyﬂthose prev1ously

Kl
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\\~~us\_negot1ated except that the government now 1ns1sted that the Rece1ver

i

7promlse to raise $800,000.00 from pr1yate sources as a prior cond1t1on

\

o receiving the government loan. The gavernment was clearly determiried.

- .-

- not only to prgtect its investment, through its.first mortgage on the

s
!

land, but also to avoid having to become directly responsible for the

project later on. ~Either the. company must prove its .ability to f&nance

1tse1f or it could cease 0perat10ns 1mmed1ate1y
_Plender:had already received authority to raise the necessary
.j‘, . * . . “
capital on 7 1/2% Receiver's notes, with priority over the Debenture

stock Before he could act on his authorlty, however, events once,

-again intervened to destroy efforts to re-establish the~pr03ect' |

'flnances. On 5 August ‘1914, Great Br1ta1n declared war\on Germany and
) .

.took'immediate steps to marshall its resources for the coming. conflict.

'

"His MaJesty s Treasury placed a ban on all exports of cap1ta1, ending

any hOpe £ f1nanc1ng the pro;ect from Br1t15h sources. Without- the

'$800;000.0 from Br1ta1n, necessary to release,the Canadian government 1'

loan, as w 11 as to fund the last of the construct1on no further work

could be pu rsued and the pro;ect was closed down on 11 August Dellvery

.of water to*Lake McGregor, already delayed by . structural problems along

the canal Leased entlrely )

Of course, even the closure of the works did not completely end

f the prOJect‘on the company s f1nanc1al resources. lf

[N

ere to be re actlvated 1t had to be malntalned in good

the demands

the pro;ect

o order throug out 1ts per1od of dormancy Hays estlmated that it would

cost $3 000 0 per month to prov1de such protectlon barrlng

expenses.33 In the next year Plender and Hays were faced

[
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with Just such an expense when on 27 June, | 1915, the ‘centre section of"

the d1ver51on weir collapsed as W G B11gh had predicted it would

rthree years earller (see Photo 4} '<The collapse and the. damage to the

r1verbed wh1ch caused 1t forced the companv to rede51gn and relocate

the welr. The cost of rebu1ld1ng it was $49 487, 87 2

\
*

S In the face of such financial demands, Plender was forced again and
. & .
_ again to beg~advances on thrb

;,ernment loan, each of wh1ch 'was

grudglngly granted By September, 1917 the entire loan had been

.

exhausted in protectlng the works and repa1r1ng the we1r. Even then;
the company had ‘had 1nsuff1C1ent resources to complete the new weir. A
temporary t1mber cr1b connectlon was made between the end of the new

werr and the surVIvIng portron of the~old,structure,za stop-gap,whlch

would remain until 1930 '

Plender s pr1mary duty was to reflnance the - prOJect but all of -
hlS 1n1t1at1ves were blocked by the: compler1ty of the prOJect's f1nan01a1i
~_troub1es and the contlnuatlon of the war. Frequent appllcatlons were L

’made to the Treasury to authorlze the. ralslng of suff1C1ent cap1ta1 to,

v-permlt the se111ng of 1rr1gated land but all were refused ~'Plender ”'
'.br1ef1y entertalnel hopes of se111ng the pro;ect to the C P. R or the. |
rCanadlan government but both proved 1llusory d | |

An aftempt by A J. Mchllan, representlng the Debenture\
Stockholders' Commlttee, to ralse another loan ‘from the Domlnlon govern—‘
ment also met. failure. The best that he was able to obta1n from Borden
and Roche was a rev1s1on of the orlglnal loan. _agreement, maklng the

' ra151ng of $250, 000. 00 or more, but 1ess than the $800 000. 00 previously

requlred, SUff1c1ent to permlt.the release of land to the‘company s‘
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Photo mo. 4 Collapse of weir during flood. Photo taken 24 March, 1916. - /
: - This photograph, which was taken after a coffer dam - 7

was built to drain the site:for rebuilding the weir, - !
reveals the exténsive damage to the apron, the weir,
and - the riverbed. The weir structure dropped into - :
a hole scoured out of the riverbed beneath.the apron - . C -
by the surging river. Canada, Dept. of the Interior, o
Water -Resources Branch Papera, R.G. 89, vol. 75; file

.67-5." PAC. _ S . A
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control.sﬁ That concess1on at Ieast eased the 11m1taf1ons\to openlng

K the- project,.lf funds could bé obtalned at all. g

‘Apart from the.war;lthe fnture of:the project was at‘hazard i
primarily because of the‘complicated'intermingling.of affairs of the
:three companxes 1nvolved in it. The‘Southern Alberta Land Company'wasl t

- of course respon51ble for 1ts construct1on and the company ] fallure
‘threatened the progect S surv1va1 But, the other two companles,

‘Canad1an Wheatlands, Ltd and the Alberta Land Company, Ltd both S

:dependent on the success of the project for the1r own success had

iplnterests wh1ch serlously hampered attempts to reorgan1ze it.

Canadlan Wheatlands Ltd » whlch had\placed its hopes on obta1n1ng

-;shortlterm profits from dryland farmlng before 1t~sgld»o its land as

a

”1mproved" 1rr1gated farms, had met w1th 1nd1fferent uccéss. The

weather dur1ng the perlod of its farmlng operatlons had prov1ded\ample\

proof of the value of 1rr1gat10n in the area.. Poor rainfall had . . vE\\\\“ ‘

produced~only‘modest crOps, which had-brought 1nsufficient returns to T

'VJustify the venture. Furthermore, the dec151on of the Southern Alberta
. Land Company delay de11very of water east of the Bow R1ver dashed all
hopes of turn1ng the ultlmate profrt from the sale of 1rr1gated farmsv
Only ‘the exten51on of dividend guarantees from the Southern Alberta Land
Company kept Canadlan Wheatlands out of obv1ous f1nanc1a1 d1ff1cu1t1es
When the Southern Alberta Land Company entered recelvershlp, Canadlan
‘Wheatlands qu1ok1y followed | T\‘
" The fate of the Alberta Land Company was also decided by the

) Southern Alberta Land Company fallure Its prospects were dependent on -

]the latter company s ab111ty to del1ver water and the closure of the

R .
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works ended any chance of land sales in the: Alberta Land Company tract
,as well It too, entered rece1versh1p, under Alexander Cameron of
| Calgary, on 10 August 1915 : 1Eir' , x'j'li Lﬁi‘f: |
In any rev1va1 of the 1rr1gatlon proJect .the confllctlng
1nterests of the three compan1es would have to be sorted out The ,h
Southern Alberta Land Company, as the operatlng company, had ob11gatlons
to the other two wh1ch hampered 1ts ab111ty to; develop the proJect .
'profltably, 1f at all Although 1ts obl1gat10n to. guarantee the
_d1v1dends of Canadlan Wheatlands' technlcally ran out in’ 1917 the
”extens1on could serve: as a precedent to force a contlnuatlon of the"
guaranteefunt1l water was dellvered Hays was very.reluctant to
'tdellver water across the Bow R1ver, to land so dlstant from the source
. and of marg1na1 quallty., Elther the de11very of water -or the L
.contlnued guarantee would be a serlous dra1n on the company S f1nanc1a1
resources The deal w1th the Alberta Land Company had also proved
funproduct1ve._ R.G. Kennedy est1mated that 1t w0u1d cOst $40 00" per L
' 'jacre to 1rr1gate 40 000 acres for the Alberta Land Company, The

s

b'agreement had set. the pr1ce at $10 Qo per acre, which would produce a
loss of §1, 200, 000. 0 o
| By 1916, Plender and others had become conv1nced that the tangled
web of the pro;ect's f1nances could pnly be unraveled by an amalgamatlon
of the three companles Deta1ls of amalgamat1on were worked out and,
,lfrom 1 July, 1917 a11 assets and 11ab111t1es became vested 1n a new:
o company, The Canada Land and Irrlgatlon Company, Ltd. |
The;amalgamat;on}drd much,to:lmprove the‘condltlon of the project;f
‘Firstly,‘and'most_lmpOrtantly, itrbroughtfallJthenaffairs of the

S F
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' ﬁroject under.the\control of one company. It would permit the new
_companyvto'develon\the projeCt in the most'efficient manner. Hays had
long recogn1zed that it was most 10g1ca1 to open up the Rroyect in
3‘stages,.beg1nn1ng w1th the most westerly Iand so that malntenance o
costsvcould be kept to a minimum : Relieved of‘the requirement'to
transport water 1mmed1ately to the most extreme northerly and easterly
parts of the tract Hays would not have to provide for the care of the :
-'entlre length of the main canal until the occupation of land - B -
Just1f1ed 1t ’ |

| The amalgamatlon was also marked by a renewed, and this time '
successful b1d for new f1nanc1ng The . allocatlon of shares and
'debenture stock among the 1nvestors prov1ded for a ca11 of four
sh1111ngs on each common share, wh1ch would raise £205 000

(%1, 025 060 00). oOf thls,.the British Treasury permltted an immediate

]call of ‘one, sh1111ng, prov1d1ng suff1c1ent cap1ta1 to reactivate the

dgprOJect “The new company was also empowered.to raise another'£200 000

ffln pr1or1ty to the ex1st1ng Debenture stock. The arrangements for
“transferrlng capltal holdlngs from the old companles fo the new also

vﬁreduced the pro;ect 'S cap1ta1 1ndebtedness by convertlng one half of
:1ts 5% Debentures and all of its 6% Debentures to common shares. Total :

' ‘share cap1ta1 was. ralsed to £2 525 000 ($12 625,000.00) from £2 440,000
' 38

@

($12 200 000. 00) held in the three companles formlng it.
Needless to say, the Canada Land\and Irr1gat1on Companyfalso
jtnherlted the accumulated liab111t1es of the old companles ' Of prlmary
~ concern were debts owed .to the Dominion government and the Hudson's: Bay

Company The f1rst was, . of course the loan arranged by the Southern



,Alberta Land Company in 1914 Th

_Recelver 40

second was a final legacy of the

Canadlan Agency s 1nvolvement in the prOJect's affa1rs. At the time of

'the general ‘collapse in 1914, ‘the Southern Alberta Land Company had paid

all but $104, 979 50 on’ its agreement to purchase Hudson s‘qty Company
land from the Canadlan Agency. ‘The Alberta Land Company had completed

its payments .of $444,330.30. The Canadian Agency, however,‘stlll owed

.the.Hudsonfs-BayACompany-$256,344.76 At the time of its liquidation. In

order to'takevpossessionéof the land which its predecessors had already

paid for, the Canada Land ap Irrigation Company was compelled to

fulfill-the Canadian-Agency's debt. . By'agreement théy were not obliged

" to start payments until 1922, but thg débt would bulld interest at 5%

durlng the 1nter1m.39 Apart from the two major debts the new pro;ect

also had several minor. debts,,1nc1ud1ng a number of disputed construct1on

contracts amounting to $91 714 91 and a bill for services from the '

\‘.
N
'

' Hays expected to be able. to de11ver water -to . farmland in the’ 1919

\f T

season. Construct1on began 1mmed1ate1y after the amalgamatlon and land -

" sales. began 1n Apr11 1918 in ant1c1pat1on of the long delayed Jevent.
- The comblned company now controlled 531 853 acres of land, of wh1ch

192 000~were 1rr1gab1e ExcludIng the eastern tracts, the Maunsell

1ease and the Slfton Option, but 1nc1ud1ng the tract of the Alberta Land
%
Company (now called the Alberta D1str1ct), 109 000 acres of 1rr1gab1e

land were immediately avallable for sale.

The irrigation system, however, proved to be as cranky in operation

*asyits eccentric construCtion had promised With careful pr1m1ng and

a number of hasty repairs, water started floW1ng into Lake McGregor in
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August, 1918, but no water flowed out of the lake until Septemhfr, 1919
because of accidents which stopped the inward flow, and the need to
remove a ridge of laﬁd in Snake Valley to improve the flow of water to
the lake's outlet. Water reached the treacherous sandstone portion of
the Little Bow Section on 23 October,.1919 and promptiy washed out the
canal, requiring 50,000 cubic yards of fill ta rebuild it. Water
finally réacheq the land on 21 May, 1920.

The prolonged delay in delivering water, and a consequently poor

rate of land sales, left the company's London officers dissatisfied with

D.W. Hays' -management of the project. Hays had been the senior officer
at the project's Medicine Hat offices since McGregor's departure in

1912 and had been named General Manager'of the new company after the

amalgamation. He had arrived at a time when the project was in disarray

and had been responsibLevfor its reconstfuction, under increasingly‘
4ifficult financial conditions, until 1914. He had then, with the
Receiver, ferried it intact through the war years and had finally
brought'it to ihe‘stagevwhere it was Qeliyering water, amidst delays
which were entireiy due to problems inherited ffom McGregor's shoddy
regime. Hﬁving attainedAhis goal to get water_ontb the land and faced
with the disaffection of his sﬁperiors, ﬁays resigned in September,
~1920. | | |
. , .

He left a project which was a hodge-podge: with the &iveréion
Qeir'still uncoﬁpleted; with the crpmbling reméins of the concrete
 {}Pme laid back against the new slopes of the Big Cut, with feﬁporary

cahals around flumes which had failed, and temporary flumes over

stretches of canal which had failed; with an unused bridge, empty
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syphon sﬁpports and a canal grown back to grass east of the Bow River{
which was unlikely ever to see wate; flowing between its banks. But the
irrigation system was finally delivering water to farmland, fourteen
yeéts‘after the first proposals, eleven years after the beginniné of
construction. The project was operating, but the delays would have a
“telling effect on the performance of the project; due both to the money

expended and to the unfortunate timing forced on the company for

opening the project to settlement.

- .
’
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Chapter 4 The Project in Operation, 1918 - 1928

With the beginning of Iand sales in 1918 and the delivery of waler
to the most westerly districts im 1920, the Bow River Irrigation Project
(a8 it came to be known) attained, at last, the status of an operating
system. The project’s success or failure would now depend prisarily
on the company's ability to sell sufficient lend, at a sufficient price,
to provide adequate funds for the maintenance of the works and the
progressive extension of the irrigahle srea. But since the project’s
heslth depended very much on the economic fortunes of the cospany, it
had nls: to be able to produce, ov&ntual!y; some Teward for the massive
investment which hnd?nirondy been made and which would continue unti!l
the project was fully occupied. Ultimately, both th¥ project and the
company depended on the capacity of the farmers who settled on the
project becoming financially secure in their own agr;cul!urni
endeavours, for it was they who would generate whatever returns the
company would obtain. The financial condition of the company and
economic forces beyond the control! of either the company or the farmers,
were to have an inordinate effect on the project in its first decade of
operation. |

It has been established that the Canada Land and Irrigation
Company was possessed of an irrigation project which had been heavily
overloaded with capit;i_charges. At the time of the amalgamation in
1917, the balance sr;eo‘i stood at £1,823,090 15 0 ($9,115,450.00), of
which £1,445,728 11 10 ($7,228,640.00) had been invested in land and

works.1 In that year the company produced a tentative forecast of its
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assets and liabilities, projected on'a complete disposal of land by
"1935.2' By .then the balance sheet was expected to stand at .

To$18, 817 000. 00. The company operated on the assumption that it would.be

‘able to sell its land stead11y throughout the perlod at pr1ces

o 'suff1c1ent to produce a modest proflt of $933 769.00, an amount wh1ch

o

would pay only 7% of the value of the company s ~common shares. 4 Even
; that'was an 0pt1m15t1c forecast, since it assumed that nothing would
prevent the company from settlng 1ts.1and prlces strictly according to
_the economics of cost recovery, that. the 1and would sell at those

prices, and that the purchaséa% wouid be able to fulfill the1r
,:?bllgatrons C . i”" - T

The prlee whach the company set for its land was $55 00 per acre
for 1rr1gab1e land and $12. SO per acre for dry 1and within the 1rr1gat10n
'area, or a balanced pr1ce of $27.60 per acre. The purchase contracts .
'called for a 20% down payment and annual payments over flve‘years for
dry 1and (which could be extended to seven years, reduc1ng the payment 55
1f certaln cultlvatron requ1rements were met) and twelve years for
1rr1gab}e land Unt11 water was delivered all land was sold under dry
=1and contracts, wh1ch would be rev1sed once water became avallable, all
~pr10r payments were credited to the purchase price. Payment for water
was set at a flat rate of $1 50 per acre. Title to irrigable land
.carried with it‘ehares in a canal company, which would gain control of
" the system once 75% of the land had-been sold and paid for.6
The;pricerfor irriéable land'Wae'eyen higher than that estimated

by‘E;F. Drake in 1914 (see“above, p- 96). Not only was the price e

L significantly‘higher than that being charéed by the Canadian Pacific



Railway, $45.00 per acre in the Eéstern Irrigation District, the railwayA

company was offering other.inducements as well. “The C.P.R. offered a
twenty yeér contract and improvement loans. The incentive to buy
irrigable land from the Canada Land and'Irrigation Cdmpany rather than .

the Canadian Aacific Railway Company was poor strictly from a financial
'.\ . "
standpoint:.7 \

n

P
¢

. _
Furthermore, the Bow River Project had other, less direct, but

\
)

nevertheless vital, disadvaﬁtages, comparéd with its competitor. All
of tﬁe C.P.R. land was accessible® to the railway's main line. Only thé)
Canada Land and Irrigation Compény's Suffield‘District shared this
advaﬁtage, but ité otﬁer shortcomings, previously discussed, made that
advantage of 1it£1e value. The remainder of the project was weillto
‘the west of the C:P.R. main line and the best land was isolated from
‘both the main line énd the trowsnest Branch by rivers'..

The difficulty of isolation had not been entirely ignoréd by the

promoters and deveiopers,‘buf their proposals had been in ke®ping with

the rest of their activities éonéerning the project. In the flamboyant

days of ambitious scheming, McGregor had spéken of building an‘électric
railway line” into thé projeét'from Suffield; There had also béen talk
of‘a;toufist tram line to Lake McGregor from Lethbridge, as part of a
séheme,to turn the lake intb a wafér‘playgroﬁnd.8 Nothing,lhowever;
had”been done to providé a transportation link until after.,‘vrego'r"s
departure, when the C.P.R. committed ifself td buiid the Suffield- |
Biackie/Branch through the project (see Map'6). Even that wa;‘an
incénvénient link, because all produgts destined for ‘local markets or

L)

- the west coast had to exit the project eastwards through Suffield and
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2MAP 6
Company land ‘and irrigation districts, 1918-1928
i. Alberta District |
2. Western District
3. Central District' *
1. Bungalow District
5. Suffield District
A. EYremore District .
B. " LOmohd-Enchant District
C. River Bow‘Disﬁriét"
D. New West District
E. Sundial District
F.»'Retlaﬁ Distfibt
‘G; Sundial Ekténsiah
H. Ronalane-Cecil Distriét'
I. Redcliff District 5
T ==
Muhicipal District boundaries . o . : L____J

o
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then bathrack westward along either the C.P.R. mainline or the
Crowsnest Branch greatly 1ncreas1ng frelght costs. ? i
The comb1nat1on of the prOJect s inherent d1sadvantages w1th the
onset of dry years, poor post—war'ecpnomlc cond1t1ons and the delays‘ln
dellverlng water produced a poor record of land sales. When?the |
commencement . of sales was announced in 1917 the company recelved
appllcatlons for 24 915.41 acres of land (See ‘Table 5). 10. After an early
round of encouraging sales, the figures dropped off,vuntil months,‘then
years, passed by without any sales.‘,No‘more than seventy sales were ‘
made'to the‘end df 1923, averaging 544 acres per sale Hays blamed the
delays in de11ver1ng water for creating an atmosphere of "wa1t and see"
Though the destruct1on of dry land crops by the hot dry summers - ’
radvert1sed the virtues of 1rr1gat1on, few were w1111ng to buy 1and in wg
‘anticipation of its arr1val. As already noted, ‘the company tended, if
not to'blame,gat least to hold HayS:rESponsihlevfor bothlthe delivery‘
delays and the sales slump. . el B "
» In one sense, Hays probably was. reSpons1b1e Although the‘company
. announced in 1917 that 1and sales would- begln the next year no sales
iﬂcampalgn wa5<implemented. The Land.Department, which beéame.responsrble
for handlrgg the;comnany's‘sales, was not‘set un until after December,
1918 and‘no puhliShed literature was available'to advertise the project
until after July, 1919."Seemingly,‘the'company depended'for its
earliest sales‘on enquiries receiyed as;a result‘of_itsvinitial
announcement. No doubt‘the financial difficulties of the company

_influenced the reluctant establishment.of the sales organization, with

its attendant expenses, but if Hays or the company's directors thought
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_From the first year of saleé, the company reported the consequences.

contracts 6f $182;464,61, and no‘prospect'ofvcollection.
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that the project would sell itself, they were sadly deluded: The

absence of a systematic sales programme probably contributed to the

. company's faiiure'to maintain sales after the first few months.

As a péstscriptftb thg company's‘depressing sales effort, Clifférd
Siftoﬁ waS'hotified’in July, 1920 that, water béing now available,.he
ﬁad sévénty-five Aays to exerc}sg‘hif option;~'Siftoﬁ declined. The
Sifton Option went into ‘the general ?ot of unsold Land.ll

" Some land w;s sold, however, and the project began to be farmed.
The’salé of land also began to generate some revenue, mainly down-
payments. But. even suééessfu1<1and sales did not ensure a continuous
flow of funds bﬁgause the purchasers very quickly discovered that

conditions were not propitious for starting farms.

'Firstly; after several years during the war when rainfall had been

- adequate to support excellent dry land wheat crops, the southeastern’

climate 'had returned to its more normal, dry condition (see Table 6).12'

Crops looked poor by June of 1918; by September company officials had

-declared a 'practical crop failure.".l3 - Subsequent years prbduced

similar results. .

Farmers who attempted to crop the project's dry land quickly

it

d signs of financial distress. ‘Many of them resorted to the

it for seed grain relief. For the company, their distress was
8d in a,.-sharp decline in contract'péyments. In 1919, of forty- -

four second installments due, only five were paid in full, only fifteen
14

'3

By 1922, there was a balance.due on dry land
‘ 15

paid the interest.

S

/
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TABLE 6.

PRECIPITATION AT RONALANE, ALTA. (Tp.13-12 W4), 1915-1922

{

Year ' Total for Year Total for May-August

1915 13.93 in. 9.85 An.
1916 , 18.32 . 12.57
1917 9.27 - 3.63
1918 . 7.01 4.16
1919 8.73 3.65
1920 . +9.99 4.98
1921 13.51 4.77
1922 - 12.45 4.09



69 acres of potatoes, and 15 acres of flax.

.30 busheis'per acre were being reported.

120

Virtuallx’no crops were being grown. Frederick Willord Hanna, who
replaced Hays as General Manager of the company on 22 April, 1921,
recommended that all existing contracts be liquidated hy a cash settle-
ment, and that any new dry’iand sales have higher initial oayments,
since that was usually the only one rece:.vedrm.16 The company settled on
a reduced price of $10 00 per acre w1th1n the irrigated districts and.
$5.00 per acre in the Suffield and Bungalow Districts, but they got no
sales. The enodus from east-central dry lands had already begun.17

The Provincial Survey Board inquiry recommended the wholesale relocation

of stricken.farmers.18 No one could be expected to buy once failure

" had been officially acknowiedged.

On the irrigated land, once water had arrived, circumstances were

less dreary. 1In the first year of deliveries there were twenty water

~users, all but four of whom were able to pay the water rental charges.

Crop production, compared to the dry land in the project, was

encouraging. Of 4,240 acres irrigafed in that first season, 3,766 acres

were cropped to wheat, aﬁd yielded 25 bushels per acre; there were also

300 acres of alfalfa, 45 acres each of grass pasture and barley,

19 By 1922, wheat yields of

20 .

Yet. desplte the better performance of the 1rr1gated farms, the
company suffered from arrears of payments on 1rr1gated land contracts
as well, amounting to $49,469.30 in June, 1922. It is difficult to

determine precisely the financial condition of the 1rr1gat1ng farmers

N
T

Certaln points can, however, be made. Throughout ‘the perlod under

study in this chapter, the irrigated land was cropped primarily to
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wheat; 88% in 1920; averaging 50% in subsequent years. Wheat was,
therefore, the prime source of revenue for the project's irrigators.
The agricultural rationale for irrigating land included the increased
productivity of traditional crops and the productivity of the project
in wheat was somewhaf higher than the averageifor fhe district or for
the west, generally.22 But dependence on wheat also left the project's
farmers vulnerable to'the gyrations of the wheet market. With hie\ g
higher capital and operating coests, an irrigator had a higher,threshold
price than his dryland eompetitor. ‘Collapsing prices would hurt him
earlier and harder. |

| The disappearance of the Wheat-Boaed after the 1920 crop year
produced an immediate drop in wheat prices, from $2.51 per bushel‘to

$1.65 per bushel in 1921.23 ‘The decline showed up‘in‘fhe per acre value

of crops produced in the project (see’Table 7).24 >+he decline in crop
values was 23° between 1920 and 1921, somewhat smaller than the wheat
price drop of 35%. But it must be-remembered that the flrst year's
crop had been more Heavily oriented toward wheaf-production than became
normal in subsequent years. It was also the first year of- operat1ng
both the system and farms under the new techn1ques, and crop values
were probably art1f1c1a11y low due to the almost inevitable 1neff1c1ency
of new opqrat1ons) A natural improvement in crop'values could be
bexpected at stagae prices,.as both farmers and the‘combany gained
experience in operating irrigated farms and the delivery system. The
™

decllne in crop values was, therefore, a significant indication of the

effect of price levels on the project's fortunes. |
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It muat also be romembered that winy of the farsers had purchased
their farms well before the arrival of water aml had attompted to grow
crops for one ur two seasons under dryland conditions.  The tutal crap
fatlures 1n 1918 and 1919 left those farmwers in flhancial trouble well
before their first irrigated crop was harvested. The delays in
delivering water also lost them the last years of Wheat Board prices.

In examining the difficult problem of ﬁrroruxnsﬂg the evonomic
status of the project's farmers, it i+ necessary to consider the valibre
of those farmers. It is clear from the company's land sales r(”\.‘(')l‘t\lﬂ,:g
that fe; of the purchasers had any experience in operating trrigated
farﬁs. The general level of farming experience among them was prohably
no greater than the average among dry land settlers. The company seems
to have made no special effort to attract the competent or Jdissuade the
incompetent. J.D. Fairless, the company's accountant, recalled that
J.W. McLane, the land agent, was motivated only to make sales. As a
result, "he used to get the darnedest bunch of lemons out there on:
farms."26 Fairless, who was greatly distrustful of McLane, in general,
was probably overly harsh, since there was little turnover of farmers
‘until the Depression, but the possible impact of unskillful farming and
irrigation practices on the project's performance cannot be dJdiscounted.

I'd

The additi;n of higher land payments and of water charges, at the
same time that crop receipts were falling, served to strétch the

finances of the farmers ond their ability to cover all obligations.
Priorities demanded that ey pay their water charges, or face a water

cut-off. But the poor sales record and the urgent need of the company

to retain the possibility of payment and to avoid increases in its tax
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burden made repossession an impractical option and removed the only
e ; ‘ - T ‘ ,

threat that might have forced more compliance over land payments. - The

project, therefore, fell far short of its expected capacitylto produce

revenue. Little land was sold after 1920, so little first installment

revenue was generated. . Dry land sales were virtudlly written off, no

qaymente ﬁaving,been;made on most of them since the firstinstallment;
Irrigated iand was returning; at best, only revenue from‘water
deliVerfey”and interest'on account, which wasybareiy able to coyer the
cost of- de11Very and day to day maintenance. In an attempt to encourage

payments, the company was forced to convert its twelve-year 1rr1gab1e

1and contracts into nineteen year contracts, whlch reduced the annual
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payment maklng them somewhat more competltlve w1th the C P. R Even so,

payments were not forthcomlng ; Under the old contracts $99 ’138.44 was

due on 1 March 1923 Under the new contracts, the obllgatlon was

‘ reduced to $54 187.21 but only $8, 918.35 was collected. of $391, 918.35

of expected revenue to 1924, only $13, 165.97 had been recelved

excludlng first 1nsta11ment recelpts
- N \ 4 . ' ) -
‘Such poor revenues‘could not possibly finance the major repairs and
; . .

7

expansion which were gtill required along the system, for example, the

_long-delayed completion of the diversion weir. Expenditures outetripped

revenues in every year under study, even though the poor performance of -

the project forced the company to. curta11 its expenditures severely
[ e @ .
The prOJect contlnued to surv1ve only by draw1ng funds from its Brltlsh
|

1nvestors.' Two calls 8f one sh1111ng in 1919 and 1920 used up the

[N

, cap1ta1 -resources whlch had been built ipto the amalgamatlon In 1918,

the company also ralsed £445, 000:($2 225, 000 00) by an issue of 6%

[
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DebentureAStock.‘ But the expenses attendant upon the delivery of water

" in 1920 so reduced the available capital that G.F. Herbert, Assistant

.Manager, predioted that requirements for 1921 would leave- almost nothing

for 1922‘28 Therefore, the company ‘was forced to raise another £300 000
($1 305, 000 00) by 1ssu1ng 7% Prior L1en Debenture Stock a move whlch ‘

f- been provided for in the previous, Debenture issue. The issue -sold

we11 although it ralsed less worklng cap1ta1 than the flgures 1nd1cate

Part of the 1ssue ($200 000 00) was  taken up by the Hudson s Bay Company,

to clear the company' s debt for the H.B.C. land in theaprOJect

~ Furthermore, . the international money market exhibited a sharp downturn .

~in the value of the pound sterling following the war, which reduced the

benefit being gained from the;transfer of funds to Canada. When the 6%

Debentures were issued, sterling had stood at- $5.00 Canadian. By 1920;
it was worth only $4.00,’recovering to $4.35 and $4.40 inf1921 and 1922

(see Appendix). The company attempted to reduce its losses from this

‘source by delaylng some. of its. payment obligations. "’ Repayment of the

3

Cagadian government loan was deferred to 1930. 29 But even operatlng

the project at austerity levels required $250,000.00 per year, including
$80 000 00 per year in ‘taxes.

Taxat1on placed a totally unexpected pressure on the project's

finances. Until 1912 all of the land w1th1nvthe proﬁEEt boundaries: had

been part of six Local ImproVement Districts, all of which had been
almost barren of population. In that year, two of the L.I.D.'s" had
been upgraded to rural municipalities, in response to increases in

J

populat1on wh1ch created pressures for serV1ces, such as roads brldges

etc., though primarily in those areas outs;de the prOJect boundaries,

126
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where fhe district populations weré'céngeﬁtratéd.so ‘With inéréésea
responsibility came increasedvtéxation‘poweré, nbtabiy the'pa;er toyké#
' on the basis of 1énd‘v§1ues ratﬁer than»flaf‘rafes; They became |
_R.M;_McLeén No. 96, which included a pprtion‘of the compaﬁy!s Westerﬁ
District, and R.M.~Sunhy South No. 123, which contaihédiparfs of both
the Bungalow and Suffield Disﬁricts (see Mép 6). Both proceeded fo_sét
values on the land as farm land and to assess taxes acco:&iﬁgly.v Nor
were they alone in taxing prdject land. A few School Distriéts were
establi;hedvas the séttlement of the project-proceededﬂand, ironically,
the pfovinciaivgovérnment was taxinglall of’tﬁe company's undeveloped

T, s

property under the Wild Land Tax Act. Total taxes amounted to-

$50,000.00-$80,000.00 per year by the 1920's and the company, beset
~with so-many other calls on its inadequate resources, fell rapidly into

arrears..

It was obvious to the company's London investors that the tax bill

“could not be borne. It was bleeding vitailypneeded cépital away from

construction and maintenance. Their recommendation was. to defer -

payment, at. least until the exchange rate improved. Both Hays and Hanna

:resisted, hﬁwevér, onhthéAgroundsvthat aﬁy attempt to renege on taxes,
partihulérlyvthe local taxes, wouid'damage the'ﬁompany's reputatidn.%l
: . K .
~ The company made one attempt to escape municipal taxation,- by
claiming'fhaf,fﬁeCause title to all ité land was still held by‘the
Dohinion gbvernméﬁt, it wa§ still Crown lénd and,.theréfore, é#empf.

)

The courts, hoWevér, took a different view. In the case of R.M. McLean

No..96 vs. The Southern Alberta Land Company, the courts held that the

company's ownership of the land was not in question, and ruled ‘in

©
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" favour of the municipality. The judgement forced the company to accept

its tax ioad as best it could.

128
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52 By 1924, it owed $171,127.75 in .

dutstanding taxes.

F.W. Hanna's term as General Managb¥ was ‘dedicated to the pursuit

of two d1fferent strategles to release the company from its f1nanc1a1

burden or the progect from 1t5 economic morass. The first lay in

1
1

-attempts to sell the project, a step forced on the company by its

debenture stockholders, who were pKepared to continue operations only if

A

the various governments released 80% of thelr charges ‘against _ the

- project and the possibility of its sale was pursued 33

Although overtures were made to a number of private concerns,
notably the Canadian Pacific Railway, all were rejected out of hand.

Neither generél-economic conditions‘nor the condition of the project

‘1tse1f held any attractlons to companies seeklng profit. Ultimately,

the company had only two prospective buyers, the Dominion and Provincial

governments.

In its approach to the Dominion government the company initially

sought ‘only to relieve itself of its debt and its most burdensome tract

of land by offering to exchange the Suffield District for the

cancellation of its loan and the recovery of other outstanding debts,

s

partigularly'the tak:load,borne by that,district.:_Akfigure‘of
$400!000.00 was set, amounting to $3.25 per acre. The goféfnment,
héWever, Qas nétxpréparedfto oblige. fhey considered ﬁhat their’
security was adeqéate to prdtect the ioan and thought thaf the‘purchase

of land from private. parties would set a bad precedent.34
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The company ‘then offered to sell the entire project to the

‘ government for $7, 500 000 00. E.F. Drake, who‘had only recently re51gned
- as D1rector of Reclamatlon Services, looked favourably on the idea. His'
arguments in favour of a government takeover were reminiscent of those
‘'which hevhad made durlnglthe recelvershlp crisis of 1914 (see above,
p.H96)._ He expressed no surprise at the company's insolvency and felt
thatiit was_only a matter of time before the government would be forced,

under the North West Irrigation Act, to step in and take over the-

N
S

project;‘ An alternative proposal, toUreduce-the obligations of the
project and turn it into a government-assisted irrigation district,

would be only a temporary measure, leadingfinevitably to government

A

ownership.' L1kew1se, if the company went into.receivership, government
funds would have to be used to keep- the pro;ect operatlng until the

-company was either reflnanced or declared bankruptcy The former would

. A

~only 1ncrease'the*company s debt to the Dominion government; the latter
VWOuld leave the progect in the government's control.

If the government were likely to be forced to take.responsibility
for‘the project, there vere advantages in taking’over‘immediateiy, it
would, for examole, ensure the'continuous operation of the system, a
boon to the'farmers'on the project, on whose behalf the government was
obliged to act.; Drake;jthere}ore, recommended the purchase, nnpopular
though it would be in some“circles, but thought'that $5,gpb,0b0.00 was

35 No decision was made on the matter, but

a more reasonable figure.
coming events were to justify Drake's evaluation of the government's

position.
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The company's attempt to sell the project to the Provincial

)
government was no more successful. The company proposed to convert the
: project into an irrigétion district, finénced.by‘goéernment-guaranteed
bonds. The new Uhited Farmer government refused even‘fo consider the —
idea. The offer was brusquelyffejected and no further approaches were
<'=,m:er1:‘ained.36 | | |

Concurrently with his ill-favoured eff;rts to sell'thg‘project, -~
Hahn;'pursued'othef means to reduce its obligations. and incréa;e its
revenue production. He sought relief from bridge construcfion’éhd
maintenance along its canals. He asked the Dominion‘gbvernment fdr a
reduétioﬁ of rental chérges on its reservoirs (the.right;of—way and
resérvoirS‘had beeﬁ held as Crown land and leased to the company siﬁce
‘%914)ﬂ He looked to both governments for aSsistance.in settiing the
$>ojéct, pafticuiarly throﬁgh fhe Sol&ier Settlement Board. He propdsed

ibscheme to liquidate the project's arrears of taxes and to relieve it

of future tax bUi@ens, by rélinquishing 245,000 aéresrof land in lieu.
of its present tax "debt and the'hdlding of all other'cdmpany land by
‘the Crown until sale, thereby releasing it from taxation.37

. . i

'TheAfederal'government proved itself reasonably amenable to the
proposals under its COntrol{ Reservoif‘rentsvwere reduced to the
grazing rate. The Départment'of the Interior's Reclamation Service
recommended the project'as_a’sourceifor Soldier Settlement Board
actiyities, éﬁd a couple of sales were achievéd through»the Board; but

the government was not funding the Board sufficiently for it to be able

to place many settlers on the expensive irrigation land.
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On the company's tax avoidance scheme the Dominion government's

advisors predicted provincial opposition. The provincial government

proved 6bdujate on all points. Though L.C. Chaflesworth,‘Chairhan of
the Irrigation Council, saw some merit in relieving the company of
bridge maintenance aﬁd‘noted the likely conséquén&es for’taiafioﬁ if
the cémpliy f?iled and the project fell to the Dominion government's

control, Premier Greénfiel@Awould not voluntarily relinquish the

N

province's taxation powers and he rejected all proposais. He did not

see that his government had any reason to forego its legal rights‘br

had any responsibility to assist the project.,38 : B
The provincial govérnment had, of coursé, established a

responsibility forvassisting'irrigatioﬁ,development in the province.

In 1915, the Liberal government had passed the Irrigation Districts Act

in an effort to revive irrigation development after the period of
private development had ended. In that Act lay Hanna's méin‘hope to
restore the revenue production of the prof%ét; " The bbmpany‘had finally

noted what William Peérce_hédrbbserved in 1902, that the_méin canal was

capable of supplying large tracts of land upstream from the company's

holdings. If these tracts could be“organized as irrigation districts,
‘ﬁhey could be supplied with,water.from>the company's system, purchasing
* that right with funds obtained froh the sale of government-backed bonds.

‘The company proposed to sell the water right for $40.00 per acre. To

avoid major enlargements of the system, expansion into the Irrigation
Districts would occur at.the‘expense of the Bungaloﬁ and Suffield
Districts, which would be permanently‘excltded from the project.

Removing those disfricts from the company's calculations was projected

131
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to reduce the ultimaée cost of the project"by $1,220,501.00, which
would, in turn redﬁce the coét pef %creuto marginally below the $40.00
per acre pfice which fhe company had set for the Irrigation Districts.
- The company began,ﬂtherefore;_to prbmote-the creation of several
'irrigation‘distficts, {ncluding New West, RiVerdew, Eyremore, Retlaw-
Lomond (also known as, Lomond-Enchant, depending.on canal schem§§); North .-
and South Retlaw,(tﬁe latter becoming Sundial Extension), and Sundial
(see Map 6). One, the Sundial Irrigation District; had been propos;d as
o early as 1914, The Irrigation Brénch of the.Department_of the Interior
had responded to requests from the Sundial District to make use of the
Soufhern Alberta Land Company canal, then standing idle, to supply water
to an area hard hit by drought. It had established the feasibility of
irrigating somé»23,000 écres. At the same time, survgyors had explored
"the ébuntry north of the cénal, which was later to become the proposed
Lqmondenchant distriéf,vand déterﬁined that some 70,400 of a'lél;OOO
‘acre tract were i:rigable. N;ither~profect was pursued at the time,
héwever, probably because of the good crop years and high prices which:
foliowed.39 < - |
o Beginnin§ in 1921, the district farméis»beggn,to organize them-

selves, under tHE\Fncouragement and with the assistance of the company. .

Hanna attended meetings throughout the area, usually in the company of

Dominion and Provincial government officials, providing district o s

farmers with information about the company's role in the proposed
development and promoting their efforts to organize.
In his endeavours, Hanna found his best ally in the Dominion

government's Reclamation Service. The Service was charged with doing
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land surveYs to determine canal routes and irrigable acreage, but its

reports were expanded to include an economic analysis asdwell. Total
capitai costs for the proposed districts averaged $55.00 per acre, -
which, when funded through bonds, would produce an annual charge of
$7.00-$10.00 per acre per year on the districh fafmers. Estimetes of
prqductivity suggested that the annual costs could be successfully met.40
Oh the basis of their reports, the Service géve the hrospective Districts
its unqualified support;

hut‘the success of the districts depended, not on the Dominion‘
govefnment,,but on the aﬁproval'of the Provinciel government. 'In a
general way, the Provincial governmenf had indicated its support for
ihcreased irrigation»actiQity. In its report en“the economic condition
ofs the East-eentrak dry lahdS‘the<A1berta Survey Board made its etrongest
fecommendations in favouf of irrigation as the main strategy for recovery.
But it then became cautious about 1mp1em$ntat10n,‘suggestlng that the
Lethbridge Northern Irrlgatlon Dlstrlct he properly runnlng before any

other prOJects were undertaken.4¥ In ;ts encouraging attitude towards

the role of irrigation in southern Alberta, the report offered some -

- hope, but in its specific proposals it reflected the government's own

reluctance to become more deeply involved'in irrigation development.
The‘province's‘qeluctance-was clearly evident in its negotiations
concerning the New Westhrrigation District. Although it.was She of
the smallest of the proposed districts, 1t was one of the ea51est to
supply from the company's existing system hence it was one of the
cheapest to~f1nance. The dlstr1ct s farmers had arranged a meeting on

23 June, 1921 to discuss the formation of the district; It was attended
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by A.J. McLean, M.L.A. for the constituency and Alberta Minister of
Public Works; E.F. Drake, Director of the Reclamation Service;
L.C. Charlesworth, Chairman of the Alberta Irrigation Couwcil; and
F.W. Hanna. Hanna told the farmers, somewhat coyly, that

while his company were [sic] not looking forward to

taking on any additional troubles and that the

delivery of water to an irrigation district meant

-more trouble for the operation and maintenance

Department, they could be assured that the Company
would assist them in every manner possible . ’

The provincial representatives assured the farmers of financial
assistance, the Dominion government of free surveys.42 The District
was formed in March, 1922, after the Dominion study had established its
practicability. | .

By then, however, the Liberal government iA Edmonton had‘been
replaced by the Unitea Farmers of Alberta, who broved themﬁelves much
less willing to provide direct government sﬁpport for development
schemes. Negotiations with the gOVernmeﬂt on the financing of the
distfict were difficult. The province sdught to reduce the district's
capital requirements by insisting that the.company accept an annual
wéter charge, rather than a cash payment. To the company such a method
would make it a money-lender to the district. The charge of $4d.00 per
acre wasva capital expense for works already constructed and paid for,
not an operating cost. V. Meek, Assistant Director ofitherReclamation
Service, accepteqjthe company argument and sought to convince the
Provincé of the justice of the company position, but Greenfield and
*V,.W. Smith, provincial Ministér of Railways and Telephones, were

adamant, so negotiations dragged.
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Many of the province's demands were predicated on its uncertaintys

about the survival of the company. The province demanded an undertaking

from the Dominion government that it would operate the system if the

-~

company failed. Notwithstanding its legal obligations under the North

West Irrigation Act, which it cited, the Dominion government was loathe
43

to make specific commitments on hypothetical matters.
Pressure was also placed on the company to reduce its water charge.
New W?St asked for a reduction to $30.00 per acre, well below the
company's calculated cost. The province placed a limit of $6.00 pér
acre per year on district obligations, predicated on a reduction of the

company's capital charge; Hanna responded with an offer to accept

_payment by installments over seventeen years, yielding an annual charge

of $§.24 per acre per year. He insisted that the government guarantee
payments.44 The province then insisted that the water charge be paid
in the form pf,tax credits, as a condition for agreeing to the
installment plan.45 Finally, on 21 February, 1923, the company ahd the
provincial government agreed to a cash-payment of $31.00 per acre, with
a maintenance fge of $1.25 per acre per year. ﬁighty percent was to be
returned to the province to cover tax arrears.

The government's hard dealing was influenced by a number of
factors. They had no confidence that an arrangement with the Canada
Land and Irrigﬁtion Company would survive if the company failed. They
were also unwilling to become embroiled in another costly.end/ vouf

like the Lethbridge Northern Irrigation District, whose rocky history

had generated a major inquiry into its management, a refinancing crisis

in 1920, and continuedrcalls on the government purse. But it was also
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representative of a different attitude in the U.F.A.'s provincial
administration. In all areas of the province's economic development,
the U.F.A. governmént drew back from the Liberal initiatives, refusing
to use government as an agent of development. The government was
dedicated to cautious, conservative administration, the philosophy of
self-reliance and the goal of holding the line.46
The New West Irrigation District proved to be the only distric%

created. All the others became mired in government resistance. Even
the N.W.I.D. produced little disposable income, because of the tax
payment provision. The company's financial condition continued to
deteriorate. No further investment capital was forthcoming from
Britain. In 1924, when the company missed the second consecutive
interest payment on its 7% Prior Lien debentures, the debenture holders
threw the company into its second receivership in ten years. On.
17 February, 1524 James B. Sutherland of Ceorge A. Touche and Company,
Galgary, took possession of the project for the Receiver, E. James
Benneti. On 15 February, the company had total debts of $550,742.87
and cash on hand of only $1;t973.63, insuffiéient to pay fér the 1924
irrigation season.47

In his:fepdrt to the Receiver oﬁ‘the Company'§ position, Hanna
expiessed theAhope that the project would not be permittéd to close
down during the company's difficulties, becauge it might never be
restarted. He looked to the Dominion government to support the project
ﬁntil it could be sold or refinanced.*® The hopes of the water users

lay in that direction as well. The farmers had been watching the

company decline into financiaZjimpotence ever since their arrival in

T



the project, putting up with delayed water defivories, cranky works and
hand-to-mouth operation of the system. By the 1923 season it was
obvious to everyone that the company was unlikely to surv{ye another
year, and the farmers were unlikely to continue unless the}r own
financial obligations were adjusted and they protected their interests
vin the project. Therefore, on 1 December, 1923 the Canada Land and
Irrigation Company Contract Hoiders' Association was formed. 1In a
petition approved at’ the meeting, the forty-one members declared their

confidence in the capacity of the project to create a secure and

prosperous agricultural community, but for the severe QVe}pricing of
the land. They had bought when wheat frices were high; wheat
production cobuld not sustain them under the new pricing regime. Most
of them had insufficient capifél to venture intd@bﬂte reasonable uges
for irrigated land, such as‘f;g;‘crops and stock raising. Distance
from markets was a great obstacle to the sale of their best crop,
‘potater. )
The petition called for a major readjustment of_ their obligations
to the company, including cancellation of all interest charges from
1920 to 1926, application of all payments to principal, deferral of all
payments on principal to 1926, and general redﬁction of land prices to
$45.00 per acre for irrigable land, $5.00 for dry land, at 6% interest.49
Hanna felt that the company could not even consider the first three
proposals, that a price reduction could only occur.if there were a major

reduction in the capitalization of the project, but that the interest

"adjustment had merit.
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The onset of receivership effoctively doferrodlnuy;tﬁﬁggxéxﬁiw
efforts to re-align the obligations of the tarmerx. Thc“fir@i?5}§%r;¢f.

. o, e e
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business was to ensure that water was available for dq}iyﬁry A(.Eﬁgu*
o SRR
beginning of the irrigation scason, in an atmosphere whare nuthﬁ}ify

~

was extremely confused. Hanna sought a $60,000.00 loan from the.

Yo

Dominion government to carry on, but wias rcfusad.so Hennc{f{;sﬁ %

receivership was challenged by other dehénturc holders und:tg;§§purtw

finally appointed C.C. Baker on 12 May, 1924. On 31 Mayj 19:4:§;nna

resigned as General Manager, leaving his duties in the hands of ‘

J.W. Mclane. & ¢ e

Technically, the project was already in the hands of §~'
H )

LR . s
i Dominion

government. The company's construction dgadlihe had run
not been extended; its reservoir lenﬂﬁhw, ’Apsedx, A

&

ilﬂold@rs

+

declared his inabili‘; to deliver water, the gontQag
Association combined with the New West erigationﬂniét;ict to form the
Amalgamated Water Users Association andisought out D.W, Hays, now
Vo

a land holder in the area, to represent it in seeking assistance from
government to operate the project. It also appointed trustees empowered
to collect rent and hire crew. The Association required Sl%,OO0.00—
$20,000.00 to cohstruct a flume in the troublesome Little Bow Section to
. get water to the project from takeﬁMcGregor. Although the assistance.
was finally granted, the weeks of confusion delayed:water deliveries
until July and the crops suffered.

To ﬂrevent simiiar difficulties, C.C. Baker proposed, on

21 February, 1925, that the Department of the Interior, already acting

on the behalf of the farmers, operate the project as agent of the

Lin
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survival.

a ( ';,‘ \»,

Receiver ‘withffull power to manage, expand, collect revenue and sell

0 -~

ldnd W1thout reference to the L1qu1dator ' All government expenditures

would be a flrst charge on the land. Charle% Stewart, Minister of the

Interlor,<§ccepted, agreeing to,act as agent until 31 March, 1926.

In thiSIWay, the Dominion government todk a major rale in efforts to

. reconcile the numerous oh}igations which threatened the project's

i . ’ .

The Department.set’up a Committee, made up of V. Meek' for the
government, D.W. Hays for the farmers, and'J.W. McLane for the company,
to. recommend modificatione to the land contracts and propose sclutions
to the project's financial distréss; Thg Contract,Holders cited the

failure of the Lethbridge Northern's settlement program with land

—pr1ced at $55 00 per acre and" the dlscounts, as Jlow.as $23.00 per acre,

being offered in the C P.R. dlstrlcts as proof‘bf the need for massive

/

' reductlons. They proposed $35 00 per acre, the Commlttee settled on

r
$50.00 per acre, w1th contracts stretched over twenty five years. Even

s

that price was insupportable unless the capitalization of %he project

‘and the charges agalnst it were con51derab1y reduced It recommended

¢ ‘y;f

that taxes, of wh1ch it c1ted a mult1p§jc1ty, be reduced to figures

comparable to the earnlng»capaC1ty'of the farms . and that the arrears

be funded .over a perlod of years The Domlnlon»government should

i
55‘

accept the reveﬁ31on of the Suffleld ‘and Bungalow Dlstrlcts .as payment

of its debt 52 ‘-"g

Although it took another two years to reach agreement among all,

'the contendlng partles, the Committee's recommendatlons became "the

basis of the project's reorganization:, The Provincial gbvernﬁent,

\
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‘always_theﬁmost obstinate of the participants, was finally persuaded to

comprémise on its taxation rights by the prospect that, with the

4

approaching.transfer of the natural resources,oit might be left
respon51b1e for the pro;ect Under two agreements, the Canada Land and-
_ Irrlgatlon Company returned the Suffleld Bungalow and part of the
Alberta Dlstrlct to the Domlnlon government, extlngulshlng a $514,115, 35\
debt by the transfer of 257,058 acres It rellnqulshed a further 10,565
acres to the provincial government in exchange for a reductlon of 1ts/
tax debt to $l00,000.00, which was to be funded over, fifteen years
begrnning 1 December, 19297 The Province cancelled all outstand1ng
taxes onvland‘reverting't; the Crown. The Company promlsed to raise -
: $}OO,CC0.0Q ahdvre%?inﬁall'revenues for Canadian operations'until,S0,000
acres were sold.ss, o | | e :)‘ »
v ‘Y_The arrangements restored the project to company control on .
26‘Ju1y, 1927.' The.project had been reduced_to 221,454 acres, entrrely
;located_west'of.the.Bow River; accessible to irrigation works already
‘ in place (see Map 7). Control of the company was in the hands of ;he
| Prlor L1en and 6% Debenture stockholders who had a comblned 1nterest
of £745,000 ($3, 546 200.00) in the project. The transfer of prope;tyt
~and works and the'clean51ng of debts had reduced the 11ah;11t1es
‘)‘51gn1f1cant1y Much of the Company s assets had alsoébeén wrltten off
| by the reduction of thegland prlces and ié allocatlon or’ cancelling aof
' 1nterest The prlce reductlon, the 1nst1tut10ndéf crop- share agreements

R %

and tﬁg returm-of’pﬂﬁkper1ty had, however, re- act1vated land sales The

\fﬁéﬁfgvernment so}d 8 357 icres «of irrigable land during the recelvershlp,

he Compa%y 501d some §;988 acres in its flrst year after retaklng



"MAP. 7

S

Lands lost by the company, 1927-1942

Lands returned to Dominion ' , | [
and provincial governments, 1927 ‘ g

Land seized under Tax Recovery
Act, 1941 A
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control. The annual tax bill was reduced from $56,872.00 in 1926 to
$14,403.00 in 1927.°% The financial crisis was over.
The experience of the‘company in operating the project from 1918

to 1924 was hardly surprising in light of the tremendous difficulties

which it faced. Accumulated financial and structural burdens and poor

economic and climatic conditions combined to doom the company's efforts

to market and operate the project in a systematic, profitable manner.

Overburdened with capital investment and debts, and underutilized by the

small number of economically insecure farmers, the financial collapse

was ineyitablé.

What is signifidant about the period»waé the latg,.ahd‘reluctant,
participation of Both the Dominion and Provincial govérnments. The
Dominion civil service, particularly, recognized that the arrival of
farmers in the pro;ect 51gn1f1cant1y altered the government's p051t10n
vis & vis the project. The_interest of farmers in proposed»lrrlgatlon
distriéts confirmed that the prbjéct could no longer be viewed as

. ) 0
indistinguishable from the company. The Dominipn gqvernment accepted
ifs rbie.as protector of fhe;interests of fhe WAter users during the

receivership, but it was not yet ready to undertake a permanent

responsibility for the operation of the system;r The project,.therefore,

. reverted to company control as the only avallable means of contlnulng

it. The expectations of present and prospectlve users st111 ex1sted

however, which would demand a broader view Qf the pro;ect S status than

that to which it had reverted.

/‘//
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Chapter 5 - Depression and War, 1929 - 1945

The project which was returned to the control of the Canada Land
and Irrigation Company in 1927 was greatly transformed from that which
it had lost three years earlier. It was reduced to less than one-half
its former area. Stripped of all the land east of the Bow River, which
had never been a realistic part of the project, the company had been
relieved of a constané drain on its finances and future worries
concerning its development. What was left was a project virtually
completed, requiring only the construction of laterals to supply the
farms and the upgrading of many of the structures, which had
deteriorated badly, both from age and neglect.

The company regained control of the project in an economic climate
which was also transformed; The reéovery of wheat prices and the
restoration of economic buoyancy combined with the incentive of the new
contract conditions to create, at last, a market for the project's land.
The sharp reductions in expenditures and the expectation of expanding
Tevenues §uggésted, for tﬁe first time, that the project could flourish.

Optimism concerning the project was not translatable into optimism
concerning the company, however. The company had been forced to write
off $952,618.80 in assets and accounts receivable in order to be
relieved of $74%,642.78(in crippling debts. It had also, as a
~ consequence, written off its common shareholders. Projections of the
system's finances indicated that sufficient revenué would be‘generated

to pay off the Prior Lien debentures and 71% of the 6% Debentures. No
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funds would remain to provide any return for the company's long-suffering
stockholders.1

Though the company was now in the hands of its Debenture holders{ the
project was no longer fully under the control of the-company. The agree-
ment which had been signed with the Minister of the Interior had subtly
isolated the project from the company's direct control. The agreement had

[

called for the deposit of $100,000.00 in Canada, to be used entirely for
-

construction and operation of the project. It had prohibited the with-
drawal of funds from Canadian operations until 50;000 acres had been sold.

The project was to be managed according to an engineering report prepared

in November, 1926, setting out expected receipts and expenditures, the

allocation of funds and the expansion of the irrigation system. The
report had been prepared ble.W. Hays. It had been to Hays that the
project;s Y%armers had turned during the first year of the receivership

" and it was Hays who had operated the project for the Dominion government
during the time that it acted as agent for the Receiver.

It is likely that the confidence shown in Hays by both the farmers
and ?he Dominion government was the critical factor in the company's
choice of Hays, rather than J.W. Mclane, as the new General Manager of
the revived project. But Hays' appointment reinforced the isolatjon of
the company's officers from the details of management. Hays was
dedicated to the project and was interested in making it a successfully
operating irrigation system. His ambition did not necessarily mean that
thé company would benefit. To a considerable degree, the company's
officers found themselves in the role of passive observers, dependent on

Hays' good management to produce the hoped-for returns.



The ?ngineering'report on yhich Hays based his activities
anticip!!ed sales of 10,000~acfes per~ye;r‘over twenty years.
Expenditures, pq&marily committed to integrating that amount of land
into the system each year, were expected to outstrip revenues until
1930, accumulating a deficit of $151,310.00. As the increasing amount
of occupied land begqn to return greater revenues, profits would be
generated by the project for the first time. Initially, these would be
turned back to pay off the deficits of previous years, but eventually,
the project would be able to return ﬁoney to London, repaying its "A"
Prior Lien stock in 1939, its "B" stock in 1944, its "C" stock in 1955,
and a final payment to its 6% Debenture holders in 1966, the expected

terpnation date of the company's interest in the project.2

I{n the early years Hays was able to operate the project in a manner
whicﬁ stiggested that the projections were not unrealistically optimistic.
Although he approached the magic figure of 10,000 acres in sales only
once, in 1930 (see Table 8),3 the level and momentum of sales activity
were cause for optimism when compared with the failure of the early
1920's. By carefully balancing the expansion of the system to the level
of sales, Hays was able to obtain a small profit in 1927 and remain
below the projected deficit until 1932 (see Table 9).4 There were
however, ominous signs of trouble from even the earliest year of
.éperations. Revenues failed to match expectations due to unexpected
declines in the value of crops grown and the:failure of sales to reach
projections, which slowed the rate of reveﬁue growth.

By 1930, the onset of the Depression began to demolish all of the

company's projections. Ironically, 1930 produced the best year for
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TABLE 8

el

AMOUNT AND VALUE OF LAND SALES, 1926-1949

NO. OF TOTAL IRRIGABLE  VALUE OF CONTRACTS ACREAGE
YEAR SALES ACREAGE ACREAGE SALES CANCELLED  CANCELLED
1926 (2,740.00)
1927 47  6,731.65 5,617.53 280,700.00
1928 49  7,591.63 6,203.08 275,800.00
1929 18  2,364.75 1,807.17 13 1,910.05
1930 49  9,104.27 6,266.25 308,400.00
1931 24 3,922.20 3,258.52 171,800.00
1932 3 410.54 386.17  21,200.00 4
, 1933 OFL 8 718.04 601.24  29,500.00
45 6,400.00+
1934 OFL 26 ‘
, 2 2 18
1935 OFL 26
11 14
1936 OFL 40 11 (1933-36)
4 4 2 v
1937 OFL 37 6,315.00 4,543.00 15
1
1938 OFL 58 9
50 50 67
1939 OFL 15 N 11
24 3,586.75 68,000.00 4
1940 OFL 30  5,497.07 3,322.21  89,670.00 5
1,321.39 840.41  22,280.00 1
o ‘
2. g%a 00 | 3,920.00 2
“T_,ﬂofass . 17 3,592.85
, .96 20,470.00
: 16 2,529.43
63,060.00 7 1,072.00
12 1,802.05
*30,340.00 2
2. . ~ 21 3,838.37
.00- . .3,980.31 100,240.00 3
[ » 7 1,291.89
o ' 4 9 % 1;%89. 860.44  24,260.00 1
o 1947 OFL 13 2, 803.89 . ‘ 3 640 .00
S w0 46 51° °10,191.89 . 6,895.08 171,880.00 1
R R 1948‘ OFL 13  2,359.65 - 4 765 .60
L 13 16 2,738.70 _ 1,844.97  43,600.00 3
G 1949 OFL 17 3,422.49 4 770.49
SGo . .1316 3,348.18 © 2,172.20  53,040.00

3

Ty From 1933 first line is Option Farm Lease, second is contract. Number
~below "OFL" in contract line is number of contracts converted from
option farm leases.
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~a time when revenues were already collapsing. The value of crops P ' ~

land sales to date, forcing heavy ekpenditures to expand the system at _ q

produced on the pro;ect plummeted (see Table 7) The declining returns

from crop productlon reflected ‘the drop in” the price of wheat on' which

'/ the farmers were still very dependentvfor income. The Wheat Pool pay

out fe11 from $1 185 per bushel for No 1 Northern at Fort erllam

in 1929 to $ 67 per bushel when the Pool ceased in 1932 > ’The project's'

' e

contlnulng dependence on wheat left 1t pattlcularly vulnerable, Just as

/!
it had dur1ng the prlce decllne after 1920.

Cr0p y1e1ds also suffered Desplte abundant and efficient .

appl1cat1on of water, flerce hot spells at critical perlods damaged

creps~severe1y. The combination of poor yields and low prices hurt

I3 o . ; - B /

farmer'and projectjeqUally, for neither could survive on the mea@re 7

.
’

S /
~ income from the annual harvests. For'the project,'collections from

,/

contracts were $95,000.00 below expected levels in 1930; the company's

"cash balance was reduced to only $2 620 85 The pro;ect faced future

vcapltal expendltures which could not be long deferred even if expan51on

b

ceased.‘ Many‘of@the‘structUresz-partlcularly the timber flumes and-

syphons, needed to be repaired or replaced if water supplies were not -

-

to be 1nterrupted
After 1930, sales. f1gures began to drop, reflectlng the poor
economic prospects of farmlng and the revision of land pr1ces in the

Lethbrldge Northern Irr1gat1on Dlstrlct, as a result of the Wilson

LT L
Commission study.7 Aggravatlng the. decllne in sales, contract holders ‘ Yoo
. ) . ) a
fbegan to quit. Between 1932 and 1934, 51xty-seVen contracts were ‘ ‘v'“ e
cancelled, representing 35% of the contracts written since 1927. SR v

- - _ . o . _;A



- off $328,068.29 throdgh sﬁch me,sﬁres.'éHaySVHOped t0~cpntrol the

¥

o , : L
Cancellations represented a double peril.-for the project. The

abandonment of land removed any hope; however poor, ofhobtaining'
revenue. It also added to the project's tax burden, not only through
. . . — . .

thefrestoration:of‘current taxes to the company's account, but often by

the addition of tax arrears accumulated by the farmer. The departure

of farmers dralned the already shr1nk1ng revenues and 1ncreased the

o . . °

demands on evailableﬁﬁpnds. ' . : S

/Hays took drastic steps to avoid the perils of abandonment,
further risking revenue levels in order to prevent a total collapse.
» . ! _ :

- In 1932, all interest on principal was waived if the principal wasvpaidv

by November, a practlce which was. repeated in subsequent years. Crop
shares were reduced from 1/3 to 1/% in 1933. -Two- for -one. credlts were

applled on both water agreement‘pa%ments.and land‘interest, Water

s

'?eﬁtal‘was rebated on all land summerfa110wed»te kill weeds. Interest
N . ] , . 3 M 8 -

' N

on arrears was reduced from 10% to 6%.- Any payments made ahead of
. R . . T,

" schedule were also credited two-for-one;8 Each of these concessjons

-

produced further\deciines in re enpe.‘ By 1936, the Eompan;'had written

amount of revenue loss by granting relief, rather than risk more

serious losses by 1n51st1ng on total payments

None of the flscal measures- could be more than palliatives, applied‘

in the hope that better cond;tlons would correct the existing

difficulties. .The one truly beneficialiihnovation introduced by Haysv

was the'Optiod’Farm Lease, “which alteredfthevprbcédure for eelling.land;

Under the Optlon Farn Lease, a prospectlve purchaser entered 1nto a-

crop share

lease on a parcel of land wh1ch was worked on a 1/3 or 1

154., %



for one season. At the end of the season, the company could allow the
1ease to lapse if the farmer's performance was unsatisfactory, renew
the lease if the farmer showed promise but needed more time to get
established, or enter into a purchase contract and water agreement. +

The scheme permltted the farmers to test the farming and business

, >
prospects before committlng exten51ve capital, and allowed the company

to-examine the - farmer's.ability before enterifig into a contract. It
. was the first occasion in whiﬁh purchasers were,accepted primarily on
‘the ba51s of their ab111ty to farm successfully on 1rr1gated land.

The Option Farm Lease was remarkably successful. Between 1933,

" the year of its introduction, and é949, the company entered into. 372

kOption FarmeeaSes (see Table 8): During the same period, 270 contracts

were 1gned of wh1ch 215‘were conversions from Option Farm Leases,
representlng 79/ of all contracts 51gned durlng the period“and 57% of'
all Option Farm Leases. The rate of contract cancellations declined
-sharply, with ihe exception of 1938, ‘when 58 contracts were converted
to Option Farm Leases. Thirty-six percent of all Option Farm Leases
were cancelied between 1933 and 1949, compared with 42% of contracts
between 1927 and 1932;: Even the{Optioanarm:Leases.Which were
" cancelled prodnced som revenne”fromlland which-wouiddotherwise have
. iain idie;_aCCumulating takes;_ No other measure was.as effective in

> / , S

restoring the momentuﬁ of the project and providing‘ajlong—term

strategy for complet1 g the sale of'the'broject's land.

Not even the introduction of ‘the Option Farm Lease was able to
prevent the economic dislocation of the Depre551on Therefore, in

"combination with efforts to stabilize revenue and restore sales, Hays"
| . ‘ .
| &s
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was forced to implementeEevefe'reduetiqns in expenditures. He totally
abandoned the projections ef the 1926Qé;gineering Report after 1932.
Necessary structural repaire and replaéemenis were delayed year after
year, but their deterieration militated egainstvsech cutbecks. 'Seriou;’
damage to Qeekened structures-often forcee expenditures which could not
'he afforded, as well as delaying the delivery.of‘water at criticel
times. Wagéﬁ of empleyees were also reduced end deferfed until harvest
in most ;ears. ‘

Hays was also forced to defer taxes, 1nc1ud1ng payhents on the
funded tax debt remaining after the re-organization én 1927. Taxes
were accruing not only on the company's unsold 1end, but also on land
reposseSSed, which usually brought with it heavy arrears, as well.

The province proved co-operative in alleviating the tax burden. It
relinquished the remainder of ehejfunded debt in return for the transfer
‘of another 28,628.22 acres of‘land'lo_and agreed eo postponements ef
taxes 1n 1932 and subsequent years But the acqulsltlon of a grow1ng

S
debt of tax arrears was hardly de51rab1e over the long term and Hays

| sought;substentlal reductlons in taxes. He argued that the arrears of
taxes en repossessed'land should be cancelled':since the company had no
power to enfbrce payment on its contract holders and should not,
therefore, be held respon51b1e for their negllgence He cited the
. policy operatlng in the Lethbrldge Northern Irrigatlon Dlstrlct as a_
precedent.11 He obJected to the raising of assessment on land as it
became cohnected to the 1rr1gat10n syetem, since the-availability of

.water did not increase the revenue value of the land until it was sold

and_prodecing.lz. He also complained of the taxation practices of the
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School,bistricts; who, he claimed, set miil.rates capable of producing
‘reQenue far in éxcesskof-requirementsf :B§Téoing S0 they‘were allowing
for defaults. They raised their required fevenues by ovértaxing‘fhe '
Iéonscientious rather éhan undertaking the trouble of dunning the '
defaulters.j Hays called for the readjﬁstment of school taxes to reflect
actual needs and £heir systematic collection from all taixpayerg,13

’

On these points the government broved less co-operative.

Provincial officials consistently refused to look on the projéct as

" equivalent to an Irrigation District. It was the property of a private

a8

company, subject to all the dutigs and responsibilities of such a firm,
no matter what the hardships. Nor did the provincial government take
any steps to relieve the local authorities, for whom the economic

difficulties were a spur to such tactics as that described above. The

company's arrears continued to accumulate, presenting a growing

obstacle to recovery. In 1937, despite the cancellation of $41,538§83.

(of which, more below), the company was forced to fund its debt under
. . .
the Tax Consplidation Act, 1927,

In order to survive, Hays needed extensive financial assistance,

- particularly to commit to repairs-and rebuilding of structures along

the main canal. ‘Although he obtained a remittance of $10,000.00 from
London in 1932, it was the last money from that Soﬁrce and only
sufficient to restore cash feserves'témporarily.14 In 1934 and 1935 .
Hajs was forced to borrow maney from the Provinciél governmerit to cover
operating eXpenses‘unt11 harVesf.15 Until 1935 no other sources became

available, but in that year the R.B. Bennett government introduced the

"Bennett New Deal, which‘inCIudedithe passage of the Prairie Farm

é
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'Dévelopment Committee.19
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Rehabilitation 'A;t,; 1hn April. With an initia’_ll;;.g};dget ;ﬁ}ws’o,ooo.oo and
promises of future.%@dggfg;as high as $1,000,000.00 pgyuyear, the Act
ha@, as part of‘ité'féle, thelég’cific man&hte to assist in the
development, repaif 6r~éxten$£6n Qf stock watering and irrigation

works.16 ' .

Hays took immediate steps to tap the new source of funds. He

2

requested of the Water Development Committee sufficient funds to'qfﬁectl

the ldng-delayed repéirs and impﬁovements, about $65,000.00, and a

>

further $85,000.00 to cover, operating costs for a year.17 Hi's

application was supported by L.C. Charlesworth, of Alberta's Water

Resources Office.18

"On 4 September, 1935 Hays was able to report to the company

. directors that his application had been recommendedfb}hihéVWétef

-

It called for a grant of $117,000.00, to be

.

‘used for the rehabilitation of the p}oject to 31 August, 1937, providing

the Province would also assist to the extent of cancelling/the project's

tax debt. 0 Its recommendation was based on the project's #xpansion

&

potential,vthe experience of the farmers, and the agricuitural success

'which they had achieved. The Committee also expressed its confidence

in Hays' ability to manage the grant efficientiy and to bring the
project to a condition of self—sufficiency. The new $ocial Credit
government confirmed its administration's agreement to cancel the

company's tax debt.21 Bennett expressed his own lack of enthusiasm;f%;'
the proposal',22 but did not, at first, block it. By Ordef—in¥C0unci¥"

. o ; - |
P.C. 2952 the Committee's recommendations were approved in full. " o

&y
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‘The agreement between the company, the Minister of Agriculture, and :

_ the Water Development Committee set out the detailed allocation of the

- funding. First priorities included the repayment of loans accrued for

operation and maintenénce, amounting to‘$25,000;00, $12,792.60 to be

paid to school districts an& municipalities to cover taxes to the end |

of 1934, $2,090.00 to clear a debt with Beaver (Alberta)»Lumbér, Lud. ;
and to cover reservoir rents, and $18,000.00 for construction'of works.

Thé remainder of the fund would be supplied as work progressed. The

company was obliged to'uSe local labour and Canadian materials,

guarantee maintenance and uninterrupted delivery of water; and-to

¥

‘contract with the Committee to supply water for the Lomond or Retlaw

. . s 2
Irrigation District. 3

Then, on 14 October, 1935,‘Bennett's Conservative government.was
defeated in the general election. Within days, the outgoing cabinet

reversed its degision;, issuing instructions to cancel the funding

programme.

Council has directed that this report be referred back
to the Department of Agriculture with the comment:

7 "Declined. This project was destined to failure) -
'was a promotion scheme''.24

#

No reason for thé reversal was provided, but Bennett's long memory

. (43 . . oo
concerning the tawdry origins of the project obviously militated aghinst

any understanding of the project's preSent condition, or of his own

department's intentions concerning it. ' N

lwa;_prdﬁﬁﬁly assured by the new Minister of Agriculture,

,25 but ail negotiations were to be done again. The Liberals




also proved less open-handed than the Conservatives. Initial proposals
called for only $60,000.00-$80,000.00 a;.a grant, with subsequent
éssistance being providedias loans. Even the grant money could be made
;ubject to repayment if the'project became solvent.26 BuF the most
serious difficulty was raised whén the Minister made the reduced grant
conditiohal upon the results of a Commisgion to be established to
investigate the land price structure in the project.

Despite thé‘mény,concessions which ;he company had granted since
1932, the>project'§ farmers had grown increasingly aissatisfied wi;ﬁ
their economic difficulties. As early as 1933, representatives of the
Contréct Holders' Association ha& sought provincial government support
for demands to lower the contract price of their land. They contended
that mény_of the company's concessions, such as the interest rebate and
the tWo—forfone credits, required money to obtain benefits, and ﬁhat
money was simply not available. Only a real reduction of obligations
could produce real benefits for the farmers. If the provincial
governmeht offered assistance to the project, it had the right to
impose coﬁditioﬁs.27 '

The proﬁincial government denied any obligation to assist, or
interferebin, the project's operations, but efforts to gain price
reductions had continued. In 1934 the éanadian.Pacific Railway took
steps to turn over all of its lands and works to the Eastern Irrigation
District's farmers, with>on1y a nominal price for unsold iand.28 Hays
recognized that the transaction would support the pressure already
being applied on the company to effect reductions. 'Thqﬁfeduction in

L
land prices in the Lethbridge Northern Irrigation District in 1931 had

160



already created competitive pressures. But Hays did not see how the
company could comply. It operated under constraints not shared by its
rivals. = The Canadian Pacific Railway obtained secondary benefits from

traffic generated by'its irrigation works to compendate it for its direct

losses. The Lethbridge Northern escaped much of the tax burden which

“drained company resources and had, as well, the ultimate support of the

provincial government. Hays recognized that the company should be

.

" prepared to sell the project soon and that it should make the proposatl

befofe a purchaser appeared, using the C.P.R. arrangement as the basis
for an offer.29 The company!'s direétors were unwilling to pu;sue the
proposal, however, under present economic conditions. A pufchase backed
by government guaranteed bonds, given the financial burdens of the
Province, seemed unsafe;30

Now the farmers had succeeded in tying their Aemand for g;ice
revisions to the Dominioﬁ government's assistance programme. They had
claimed, correctly, that the government assistance was beiﬁg provided
to assist them and they declared that they could benefit most froﬁ a
géﬁeggl reduction in prices.31 Hays attempted to convince the
govennmeht that the company had been sufficiently helpful in voluntarily
granting benefits which had reduced the company's revenues by

$300,000.00,3

2 but the government was in;is;ent that the rehabilitation
of the project include a consideration of the economic prospects of the
farmers. | |

Finally, Hays was able to reach an agreement for an $80,000.00

grant ($60,000.00 for construction, $20,000.00 for maintenance) on the

samegterms as the previous agreement with the Conservatives. Future
i N

[ 4
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assistance was to be contingent on price revisions.33 Hays agreed to
support the farmers' request for a commission only if the commission
examined all irrigation projects in the province. The provincial
government was willing to participate in the investigation, but the
Dominion governmenf balked at being involved in the wider inquiry. It
was concerned only with the Canada Land and Irrigation Company project
and claimed to Aavé no interest in the rest of the irrigation projects.
To QUalify for future assistance, the company had to agree to a revision
of its land prices, irrespective of the price structure in the rest of
the province. Hays then objected to having the price structure of the
project determined by a provincial inquiry, more interested in its own
project (i.e. the Lethbridge Northern) than the company's. The summer
of 1936 wore away while the company, the Contract Holders' Association,
the Province, and the Dominion sought a compromise. Finally, the
Dominion Minister of Agriculture agreed to appoint one member of the
three-man Commission and to pay for that portion of the Commission's
_expenses taken up with the company's business.34

The Commission, chaired by Justice A.F. Ewing and including
F.A. Wyatt of the University of Alberta's Department of Soil Science,
and Roy W. Risiﬁger, a Lethbridge farmer and the Dominion's appointee,
reported on 5 May, 1937. It recomménded setting irrigated land prices,
" including the right to watér, at $20.00 per acre for land 70% irrigable.
Payment should be on a crop share basis. The Commission based its
recommendations on an evaluation of the land and conditions in the
Lethbridge Northern Irrigatidn District. Its further recommendation,

4 . .
that the financial burden of reducing the price structure in the
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Irrigation Districts should be borne by the province as a whole, merely
pointsﬁ out once again the disadvantage of the Bow River Project's
corporate structure. The company was left to bear all of the burden
of its price reductions. The Commission also recommended that the New
West Irrigation District, which had been almost totally depopulated, be
integrated into the company's operatiuns.35

On W May, 1937 Hays met with representatives of the company‘s
Contract Holders' Assoclation, the Lethbridge Northern Irrigation
District, the New West Irrigation District, and the United Irrigation
District to discuss the implementation of the Ewing Commission
recommendations. The water users wanted the new prices to become
effective as of the 1936 fiscal year. Hays offered two alternatives;
either implementing the new rates as df 1 March, 1936 without 1936
concessions or at 1 March, 1937, with 1936 concessions. The main
question, however, was the manner of crediting existing equity to the
new contracts. It was readily agreed that no contract which was already
paid up would be considered and that anyone whose payments, less
interest, exceeded the new price would be granted title but no rebate.
Hays felt that anyone whose payments did not cover the accrued interest
on his existing contract had no equity, but resistance to his proposal
led to a postponement of decision on that point. For contracts in ‘
arrears on water rental, with little payment of principal, the rental
would be carried over as a liability, with equity calculated if arrears
were less than two years old; the contract would be quit claimed in
exchange for an Option Farm Lease if there had been defaults or arrears

exceeding two years.36 In 1938 the Crop Payment (Irrigation Land Sales)
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Act was passed, implementing the Ewing Commission recommendations.
Under those revisions the company wrote off $940,089.11 in accounts
receivable and accepted 58 quit claims, in exchange for Option Farm
Leases.

Although some improvements in the project's finances were apparent
as early as 1935, the company's deficit continued to rise. Receipts
began to rise consistently, but were overwhelmed by maintenance costs.
[n 1937, the main canal required enlargement and repairs to older
laterals were needed. In 1938 maintenance costs were $11,000.00 over
estimates due to the cost of cleaning 'drifted ;oil from the canal
system. That year also brought tax increases, which the project was
unable to pay. It also brought an increase in tax arrears of $19,000.00
from the conversion of contracts to Option Farm Leases.

By 1940, the company was unable to fulfill the requirements of its
tax consolidation agreement. Its failure caused yet another crisis in
the project's affairé, because Alberta's Departmen; of Municipal Affairs

responded by seizing 150,000 acres of the project under the Tax Recovery

Act, 1922. Hays protested vehemently. He had frequently complained
that the company was being unfairly treated by taxing authorities. The
company's arrears had been bloated through no fault of its own; rather,
through inheritance from repossessed land. The 1940 default was
particularly galling because the provincial government, througﬂ its
enactment'of the Ewing recommendations, had added arrears to the
company's debt, as part of the exchange of contracts for Option Farm
Leases.37 The company's position had been further aggravated by the

<

imposition of war-time delivery quotas on wheat, which had reduced the



N Lo
4
* l il
- * @ . L
. crop-share receipts. Hays thought that the ¢ircumstances of

&

The Debartment proved hostile to the cdmpany's case. Requests for
the cancellation of inherited arrears had been ignored. The geizure,
itself, had occurred with no%rior warq&ng that the Department was
dissatisfied with the company's attempts to keep current. Requests to
extend the tax consolidation agrevement, once the seizure had occurred,
were refused. Hays then proposed an arrangement to settle the conflict.
As of 31 December, 1940 the company owed $41,748.1§P1n arrears and

$14,416.23 in current taxes; a total debt of $56 164 42., Hays proposed

3

that the province cancel approx1mateiy $70 000 00 1n taxes, for which

v

the company claimed it should not be held responslble The company

& l

would pay approximately $20,000.00 in taxes bn the land under

-

consolidation. The rem31nder would be covered by a transfer of land
1

selected by the Province from areas suggested by, the cOmpany .The
w“-‘x"‘# 4

proposal was presented at a meetlng atfende& by Hays, W1111am Aberhart

e,

Premier; Lucien Maynard, Minister of Mun1C1pa1 Affalrs, and Nathan

L )Lys - s 1

Tanner, Minister of Lands and Minés, who ﬁas respon51ble for the

Special Areas, one of the authorltles to whom the company was indebted.

38 - ., L o L
Hays' proposal was rejected. o A : :
No explanations were ever providedrto the company for the
Department's seizure or for its intranéigencg,'nor'ié it possible to

discover any from available government records. Hays suspected that

the government was using the Tax Recovery Act to establish a

provincially-controlled irrigation project already built, but

communications with Tanner, who seemed to have some sympathy for the



project's difficulties, dispelled that thmry.39 The attitude of the
provincial Department of Agriculture provided more evidence that the
trouble was not due to a general Cabinet decision. P.M. Sauder, Director
of Water Resources, intervened vigorously on the vompany's behalf. He
expressed concern that qothing be done to jeopardize the company's
ability to deliver water, because the government would then be forced to
cake over the works. The occupants would be likely to expect major
improvements which neither tke province nor the federal government could
finance dufing the war. He also pointed to the public benefits provided
by the company,’which made it worthy of concessions on the payment of
its taxes.do 3:{:i

Maynard was probably mot ivated by a strict adherence to legality.
The company was in default, therefore the province had the right to
resort to Tax Recovery proceedings. He was not dJisposed to listen to

L4
company exéuses or proposals for a settlement or to offer proposals of

his own. Instead, he pushed forward with the appropriate steps for tax
recovery, staging a public auction of the seized land in May, 1941. His
eventual decision to bargain with Hays was due to the latter's
persistence, Tanner';‘;édiation within the Cabinet, and, not least, to
the fact that“tﬁe auction generéted no offers;x’Even then, Maynard was

. not prepared to be conciliatory Hays sought the cancellation of
$54,360. 66@ arrears in return for the payment of 1941 and 1942 current
taxes, approximately $18,000.00, and the r1ght of redemption of land

under the ggx Recovery Act by payment of the tax debt within three yéars

or at $1.00 per acre after three years. Maynard countered with a demand

for $20,000.00 to be deposited immediaté1y as an act of-good faith, ang

lob
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,to remove the. company S statutory rlght to redeem its selzed land by

- -due of $89,649. 70

-debt load by a mLthod wh1ch would deplete its earnlng capagi

o - L
"much on. hlS terms or face abandonment of the pro;ect and l1qu1&at1§; ‘

called for the company to cancel a11 arrears. of 1nterest oh 1ts land

N cdntracts and to credit its cancelled taxes to the accounts of its’

Tcontract ho r's. He also demanded quit cla1ms on all land under the
' Tax® R overy Act, wh1ch would then be redeemable only by purchase, at

$2.00 per acre. 41

The Prov1nce S counter offer was blatantly hostlle. It attempted

L

pay1ng the tax debt ’ Furthermore the pr1ce set for its recovery was

) almost seven tlmes the taﬁédebt Under Maynard's proposal the company

‘would be charged $340 791 78 to recover 1and on wh1ch there were taxes.

o . o

42 The company was also expected to relleve 1ts

Maynard's 1nf1ex1b111ty forced the company to reach a:ﬁaag-nt yeryﬁska

"In January, 1943 a: Hraft agreement was prepared LIt called for the

;payment of $20 000 00 toWards the company s tax arrears The government

1would cancel the rema1nder of the debt to 31 December, 1941 the amount

_to be credltdd to all ‘contract: holders in proportlon to thelr debts to

[
P (

the company The‘company retalned the r1ght to redeem the 1and ‘held

-

under the Tax Recovery Act for three years by paylng the tax debt for

N\
-a further f1ve years/by paylng $2 06 per acre. 4; At the last moment
’lMaynard 1n51sted that the company 1nc1ude its m1nera1 rlghts 1n the

L transfer of landa Hays protested that the m1neral rlghts were not at-

-

flssue, all m1nera1 taxes belng pa1d up, but Maynard threatened to

"_duress the company had no ch01ce but %ooconsent

o reJect the ent1re agreement unless the company submltted ! Under such

44

I

N

167 -



. .

2

w7 and aggravated by the 1mp051t10n of dellvery quotas in 1940, concealed

[

f

- The tax agreement reduced the company 's hold1ngs 1n the pro;ect to

83, 305 864 acres, of whlch 54 224 145 acres were under dontract and

<
'

28 100 069 -acres were st111 to be developed About«}ZgOOO‘acres of the -

undeveIOped land(was 1rr1gab1e 45 B ;? ‘:; | : v S

_‘/
The flnancral d1ff1cu1t1es brought on by the accrued tax arrears

K

real 1mprovements ‘in the f1nanc1a1 condltlon of the pro;ect as the war -

n

.
progressed The wheat quotas began at 1ast “to force a sh1ft away from

wheat productlon in the prOJect toward hay and coarse grain crops The

sh1ft was part of a process of d1ver51f1cat10n wh1ch stab111zed and

1mprOVed crop values throughout the last decade of the company s

: ownershlp (see Table 7) W1th the exceptlon of 1942 when the pro;ect

oy
o

AL

’ ';, .»\
8

51nce the - pro;ect S 1ncept1 n.

experlenced heavy hail damage, the company s revenues also 1mproved ’
&

(see Table 9).. It was able to pay c%r ent taxes out of recelpts
without‘incﬁrrlng.arrears<from 1942 on ards.; In 1943 it realized 1ﬁs
f1rst profltable year since. 1927, recelpts contlnued to top expendltures

1n subs{Zuent years ‘ Between 944 and 1949 Hays returned $395 000. 09

to London, the first payment returned to the company's head offlce

Wlthout doubt the Depre551on and early war years were d1ff1cu1t

, for both the prOJect and the company which operated it. Only the

&

L 1ntervent10n of the Dom1n1on government after 1935 and the a11enat10n of

“"_\\

{;\more ﬁﬁan 30 000 acres im lleu of taxes, had perm1tted operatlons to~\\

v
cont1nne “@Hays Mllllngness tofcompromlse the company s revenues in

\;

' order to prevent the depopulatlon of the pro;ect was also of conrlderable.

‘1mportance» ‘its surv;val The 1ntroduct10n of the Optlon Farm. Lease

’
3

A
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‘ratlonallzatlon wh1ch had occurred in 1927.

establlshed its ab111ty to operate in a stable, profltable manng

project.

‘had not only helped to keep farmérs on the land, it had sustained a

level of settlement that could hardly have been expected under the
ecohomic*conditions of the 1930's. ~‘The project had, in fact, survived-
the Great Depre551on rather better than 1t had the less severe post-war

depre551on of the early 1920'5, no doubt prlmarlly due to the

.

w /
4

‘The performance of the prOJect after 1940 was heartenlng, desp4ieif

the straln caused by a host11e prov1nc1a1~government The pro;ect/

[
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‘Chapter 6 Sale of the Project

By the beginning ofgghe Second World War the Canada Land and
Irrigation'gempany nes‘ﬁhe last prirate corporation still deveioping an
irriga{?gn system in western Canada. The other companies which had A
undert;ﬁéniirrigagiﬁn veﬁtures at the turn of the century had disposed
of their land and were Aat most, actlngyonly&%s operators of the main
canals for their respecgive pro;ectsw"The;Alberta Railway end
Irrigation Company, ac&nired by the Canadian Pacific Railway‘in 1912,
was -supplying water tov120,000 acres of land, the maximum possible”
capacity fron the‘St.-Mary'seRiver at that time.? The C.P.R. had.
virtually completed its landie les in the Western irrigation District

by 1920 and was also acting only“as a canal operator for the project.

The Eastern Irrigation District had\been transferred to a farmer-

controlled board in 1935. \

Qf these projects, only the Albe;\g Railway and Irrigation Company
prOJect recover& ‘mcnon costs from 1ts land sales.” It is.

likely that not even it showed a proflt on a11 expenses construction,

operatlon maintenance, and selling costs. But the Canadian Pacific -

o

Rallway, benef1C1ary of freight generated by productlve farms in the

"ﬁ

p’rojects, was. ab* write off its direct losses and bow out of

,1rr1gation development

V’The Canada Land and Irrigation Company, too had no hope of

: recovering the m1111ons of dollars invested in the Bow River Irrigation’

Project, .and obtained nolsubsidiafy'benefits from its develepment;

‘Even though the project earned regular profits after 1942, the company
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.was accomplishing no more than the graeual decrease of the project's
'eccumulated deficit. It was unlikely, after the economic dislocation
ef the Depression, that even the returns expected under the 1927
arrangement would be realized.

&

Furthermore, if the company wished‘to complete the sale of its:
', LR

unoccupied lands, a new round of capital investment was required. O01d

and decreplt structures had to be replaced Justﬁx&“kéé§4the system

. ‘\"
e vg;;a; S ¥

opefatlng More 1mportant1y, nbﬁwwater -carrying capaC1ty of the entlre
main canal had to be enlarged. When first construd%ed etween 1909 and

1912, the canal had had a capacity of 1200 ,cubic fe{t %er second, but
over the years silting and canal bank subsidence hada;educed its
capecity to only 600 cubic feet per.second, sufficient to su?ply only
50,000 acres.3 Hays estimated that $38,000:00 wbuidtbe required to
supply water to the 12, 000 acres of 1rr1gab1e land left 11 the company's
possession‘after the settlement of 1ts tax debt in 1943. 4 More would be
needed if the company attempted to redeem the land lost under the tax
agreement. The company had not the _resources to flnance the project's

e

renewal and expan51on

Hays had been examining .the difficultiés under which the project
operated and con51der1ng alternatives Eor ﬁany years.  He had focussed
his attentlon on the project's burden of cap1ta1 costs. As eariy as
.1933 he had begun to 1solate the construction costs incurred by the
company ang to note the effect they had'on the pro;ect's~prof1tab111ty
(seeﬁj%blefQ).- His point Qas obvious; relieved of its construction
'cost;;;the éroject could be run as a stable, profitab1e~0peration. The
broject coui@ not paf.for;its own development. o - |

'x\

»
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Hays was not alone in pointing out the difficulty faced by projects
which attem"bd to recover capital costs from land or water right sales.
By the 1930's it had become obv1ous thaﬂ\ghe economics of irrigated
agrlcultufe could not support all the costs of development. Recognition
of the economic limitations had been implicit in tho reduction of land
prices in the Bow RiVer Project in 1926, the similar reduction

N

recommended by the Wllson Commission for the Lethbrldge Northern
Irrlgatlon DlstﬁQét in 1930, and in the nature of the C. P R.'s disposal
of the Eastern Irrigation Dlstrlct\ln 1935. On none of thBSe occasions
had any con51ifrat10n been given to the matter of who should dcgept the
burden of capital costs if the farmers could not. The excess co§%§\had
simply been left to those who had made or guaranteed the initial .\\\
investments; in the case of the Bow River Projeot, they had devolved on\\\\

the company's common shareholders. _ .

By the late. 1930's, however, Hays and others had begun to advocate

an alternative source of development funding. In what amounted to a

total rethinking of the economic rationale for irrigation development,
direct government financing was proposed as the logical source of

-

Sapital. In its report on irrigation, the Ew1ng Comm1551on had .

specifically recommended that the total capital cost of development

LS

should not be charged entirely to the land immediatelf benefitted. In
the case of the Lethbridge Northern Irrigation District, the costs not
covered by the new land prices naturally devolved on the provincial

government. The Commission considered that appropriate, in that the

LY

province received benefit from irrigation and should contribute to

costs. The Commission did not, however, advance its. observations as a

.



basic principle and the Bow River Project, still a private venture, was
.excluded from that recommendation.

Hays pursued the EQing proposals in a report on the future of
irrigation development.6 In it he presented the new economic rationale
“in its complete form. It was based on the fundamental principle that
irrigated agriculture provided economic benefits beyond the primary

benefits accruing to the farmer. The farmers of irtigated land gained

e"

=

. ; . . LTy Py, .
~both short and long-term benefits from the&stablllzatlon,

diversification and exﬁénsibn of agricultural production. Improved

productivity increased farm revenue, distributing benefits throughout
b SO

soéiety. “Consumer spending by the farmers would rise, assisting the

commercial sector within the immediate market area and beyond. ~The

‘local tgiybdse would increase and the burden of arrears and relief would

be reducéd. f%broved productivity also contributed valuable gOOdSAtO
the gross national product of the country and increased income tax
revenue. The economic benefit of irrigation was, therefore, shared by
the farmers, the locél community, local and provincial governments and
the nation as a sshole.

Hays suggested that the mﬁltiplier effect of irrigation was ".
}approximately five times the actual value of goods at the farm gate!
Yet, the farmef, who reaii;qannly 20% of the total ;alue of an
irrigation system, was ex;ected to pay the entireﬁcost of its develop-
ment. He cited the report of Walter Pagkard, written fdr ;ﬂe Columbia
Basin Projectrin the United States, which.probosed an allocation of
costs under the new economic rationale. ﬁackard proposed that

3

respohsibility for the cost of the project be divided among the

-
AN
. \«
AN
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farmer-settlers (32%), the local, urban and regional interests, through
taxdtion (37%), and the public-at-large, also through taxation (31%).7
Using the Ewing Commission's recommended land price as the farmer's
share, Hays calculated that such an allocation would provide $62.50 per
acre to cover development expenditures.

Packard's proposal was, of course, concerned with financing a new
irrigation project. Hays was looking for financial relief for a project
already in existence. The Ewing Commission had established the farmers'
share of the expenditure. From 1938 on, Hays looked for ways to obtain
commitments from the provincial and federal governments to contribute
their shares to the maintenance and expénsion of the project.

Hays' appeals for tax relief, for example, though motivated by the

“tompany's financial distress, were based on the argument that the

.. project should be treated like the government-supported Irrigation

Districts. The provincial\government was being asked to recognize its
obligation to participate iﬁ the fihéncing of the project at least to
the extent of absorbing its tax debt. Therefore, while the tax debt of
the 1920's had been extinguished by the transfer of company property,
Hays expected tax relief without compensation in 1936 and 1941. On the
former occasion, the provincial government had complied, but on the
latter, it was unwilling to treat the project as(other than a company
asset, subject to the charges made on it by the government.‘ |

From the federal government Hays expected a more co-operative
Tresponse. The government's commitment to irrigation development under

the Prairie Farm Rehabilitation Act had become a permanent objective of
— ,

the Department of Agriculture. The Department had made clear its
. \‘\n

o~
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intentions concerning the Bow River Project by requiring the company's
consent to supply water for projects outside its boundaries as part of
the ‘1936 aid package. The only obstacle to the implementation of the
government 's new, interventionist mood, was the shortage of money to
fund the numerous projects being brought to the government's attention.
One of these project proposals provided Hays with a vehicle to
seek long-term government involvement in‘the Bow Ri;er Project's
development. In December, 1937 the MedicinejHat Chamber of Cqommerce
took steps to revive the idea of irrigating land east of the Bow River

-

from the company's works, under.the name, the Rngllff ~-Ronalane

-
Irrigation Pr’oject.8 At a meeting in January, 193%, attended by
members of the Chamber of Comﬁerce, Redcliff-area{farmers,
representatives of-the Prairie Farm Rehabilitation Administration;
D.W. Hays, F.W., Gershaw, .former Liberal Q;Pt for Medicine Hat, and
A.H. Mitchell, the sitting Social Credit M.P., the Chamber presented its
proposal for the consideration of all interested p_arties.9 It called
for the extension and expansion of the company's main canal to bring
150, 000 acres under irrigation on both s1de? of the Bow River; 70,000
ecres of Crown land east of the Baw, 70,000 acfes of company land and

‘ 10,000 acres of private land west of the river. It estimated the cost

at $2,500,000.00 |
. : \
John Vallance, the PF.R. A 's. dlfedtor of water development

- i
was worthy of gon$1ﬁerat10n and indlcated that methods of f1nanc1ng it
4, - q& £
° might be found ' The federal ‘government would expect close co-0perat19n
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main canal. ° = Cow /Lh Ce
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,tlon, and the consqlxdatxon of all land under federal control if
f were to be federally funded, The<Chamber was advi;cd to determine
'he attitude of both the Province and the Company towards the scheme and
to submit a formal brief to the government | |

Hays' a ttltude was totally %upportlve The scheme haé the virtue

v

of calling on government financing to expand gﬁg existing system along
its entire length, permitting the extension 2f irrigation to company,
as well as public, lands. It also offered tfe company an opportunity
té relieve itself of the obligation to maintain its main canal by
transferring it to an authority which would reflect the new, enlarged
project. Hays responded to the Chamber of Commerce inquiry by offering
the use of its main canal to the Province in return for certain
assurances.10 Firstly, the company expected the province to pay for
the expansion of ‘the main canal to ? capac1ty sufficient to prov1de for
the public land to come into the project and a maximum of 110, 000 acres
of company land. The company would enter into a canal company with
other part1c1pants to provide for the operation and maintenance of the
main canal, to'bé pald for by a pro-rata tax on water users, based on
water consumptlon. By this arrangement the company would be left to
complete its land sales, relieved of the horrendous burden of

construction costs and thpypaintenance of its~tong, complex and fragile
AN : EPEVORE I L £ e :
\ ke : }

\

The Redcliff-Ronalane scheme- provoked 1nterest from all parties
bﬂt no. 1mmedxate commltment to pursue it on the part of the federal

goVernment. The attention of. the P.F.R.A. was st111 focussed on the
| ) . ] ) : :
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. o
urgent task of halting and cdrf&c{iug the disastrous affacts of the
drought and inappropriate farﬁing practices over vast areas of the
southern prairies. Bringidﬁ an end to' soll drifting, reseeding lang‘to
grass, organizing Cpmmunity’Pnsturo§, and assisting individual farmé?s

to dig stock-watering'dugouts were of more. imsediate concern despite the
long-range rehabilitation value of.irrigation development,
T4 :
Numerous irrigation schemes also vied for the attention and funds

of the P.F.R.A. as it began to undertake such work, partxcularly after
1938, Uﬂtll the end of the Second World War, most irrigation work

occurred in southern Saskatchewan where little had préviously been
.. o

done, rather than in southern Alberta, where irrigation was already well
developed. More than $1,600,000.00 was invested between 1935 and 1943
in the Cypress Hills, to bring Frenchman Creek, Swift Current Creek,

Gap Creek and other water flows under control as sources for irfigation.

*

In its first eight years of operation, n..‘P.F.R.A. invested

$3,535,611.17 in fifty-two large water development projegts; 90% of

. . “a . . 11 i
which was spent on twenty-nine prgjects in Saskatchewan. 1

Hays and the other pgomotefs'Of the development settled down for
a long period of lobbying. In. 1942, pressed by the Alberta Department

of Municipal Affairs over the company's tax arrears, Hays attempted to

o : E -
pratect a portion of the project's unsold land by arranging fo# federal

assistanCe. He gncouraged the government to purchase 30,000 acres in

the project's Central Distfict for $400 000. 00 George Spence, ‘%1rector
of ;he P,E.R.A., was keen to obtaln the land, and;F W. Gershaw took up

- the matter with James Gardiner. ‘Hayibfirst-proposed an advance of
$80,000;00*as“akcredit.On the land tq‘bg;purchaged, which would cover

e~



the<company's tax debt. 6ardiner was interested but‘said that he could:

A~ ' ,
not raise the money under the ex1st1ng war-tlme prloritles.lg Gershaw
then sought 3551stance from the War Settlement Board” but .the Board was

not yet ready to start puﬁcha51ng landﬁand was;, -in any event not

I

inclineéd to purchase undeveloped land 13 Hays then suggested that the

,government prOV1de suff1c1ent funds to cqver the taxes- for elther the

-~

ent1re Central Dlstrlct (825, 336 65 on 94 191 93 acresJ oT on land 3 j

se’ected by the government w1th1n the Dlstrlct ($10 125.79. on 39 341

14

' acres) in order to protect them from seizure. But ‘these offers, too

were declared 1mp0551b1e 15 Hays"' fallure to obtain federal a551stance

a

.was a er1t1cal ‘Teason for hlS deC1s1on that the company must accept .

S~

- the Prov1nc1a1 terms, unfavourable though they were, and wait’ for the

_ war' s end.

e REN ‘
. The P.F. R.A. reV1ved its 1nterest in the pro;ect's exp,‘sion

somewhat rn'ant1c1pat1on“of the end of the war. On 2? March 1945, at
a meetlng W1th Premler E.C. Mann1ng, prov1nc1a1 gowernment off1c1als
and other 1nterested partles,hGeorge Spence stated that the P. F R.A.
was ready to proceed with, the exten51on of the company s canal toa'
serve Redcllff-Ronalane.hZHays had alreadyICOnfirmed his companyisg
w1111ngness to part1c1pate along the lines of 1ts 1938 comm1tment
though w1th two add1t10nal prov151ons, 'to brlngllts pos1t1on up to_ -
' date. It asked for an agreement from the pronnC1al government ‘that
- none of the land held°£or“redemption'by the;company would be‘otHErwise
d;sposed of. It also/asked‘tor the reimbursement of $96;978.6O which
. : , R .
., it had spent on dts main canal since making itsjinitial Offer,17,f

‘
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b ,,?Spence stated that-the.companY's position was generally acceptable

Sy

\ ‘to the P.F. R A In response to an argument made by Roy Lee, M. L A. for
Taber, that the Re‘Lomond pro;ect receive pr1or1ty~, because of 1ts
' prox1m1ty to the main canal relatlve s1mpl1c1ty offdevelopment and the

1mmed1ate nefit. to establlshed farmers, Spence assﬁred the meetlng

'\1

Zthat the progect’henld be planned as a whole and expanded in the most

\

,eff1c1ent manner. He noted however, that there were compelllng

. o
‘reasons for g1V1ng the Redcllff Ronalane scheme prlorlty. The old
'company canal was st111 in p051t10n and in generally good cond1t10n

£
The land east of the Bow: Rlver was almost ent1rely Crown land makang

I
e

P

it easy to control - and prov1d1ng a ready/souree’of/farms for the ;

soldler settlement,programme,' Reserv01r sites were ava11ab1e at a- 1ow

development—eost 18 L : -\ o e "uﬁ"\f vu- L

~On 6 January, 1947 Hays submltted a report on the Bow R1ver ¥

: Development wh1ch had been authorlzed the prev1ous September 193,ln4f

it Hays set out the proposed schedule of development of ‘the 1rr1gat10n ”5
system The prOJect would eventually encompass 180 250 acres of
1rr1gab1q/fhnd of which only 55, 000 acres were presently 1rr1gated
The federal government would undertake the enlargement and extension
of the main canal—and the provision of reservoirs. The prov1nc1a1
gbvernment would pay for the constructlon of the dlstrlbutlon system

71n the Irrlgatlon D1str1cts which would be created.- The company-would

be respon51ble for the laterals W1th1n its own boundarles The entire

¥

programme was ‘estimated to cost $4 015, 660. 00 an average cost of

'182'

-~/ AN L e

$22 28 per 1rr1gab1e acre, Wthh would be recoverable under the Ew1ng /

‘prlce structure ‘
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The order in wh1ch land«would be connected to the system was that

' preferred‘by Spence, and wa5q1n the company ] 1nterest as well The

(2

+ -first, un1t ;f construct1on would supply the company s Central Drstr1ct
and the Bungalow, Suffleld and Redtllff Dlstrlcts east of the Bow Rlver.

. That stage would requlre the exten51on of ‘the main canal across the

e

r1ver and the prov151on of storage reserv01rs to serve the eastern '
dlstrlcts. The second un1t, requ1r1ng the enlargement of the entire
- 'maln canal would br1ng water to the: 1rr1gat10n dlstrlcts west of the -

\ . -

g company‘s land as Well as the Ronalane Cecil Dlstrlct east of the Bow

R1ver (s* Map 6). C ;"

1

On the basis of Hays' report, Spence declared himself ready to

,V,,h\

proceed as soon\as ‘the two agreements requlred to give effect’ ‘to. the o

.

)YOgY e of constructlon were s1gned 20; The'flrst was the’trl- art
Pa‘"“? party

{ .
agreement, allocatlng the d1V1sron of respon51b111ty between ‘the two

governments and the company, the second was between' the company and
the Prov1nce, guaranteelng the company s r1ghts to redeem 1ts land,
Hays also requested that the 1atter-agreement 1nclude a reduction,in,
the redemptiOn price; a request to whtch PremierlManning readilyh

~_ *

N g@ acceded settlng the prlce at $1 50 per acre. He also offered to

1 »\\
compensate the company to t e extent of $5.00 per acre for all land

offered to veterans at. $5.00 per acre below the company S go1ng rate,
“as part of the PrOV1nc1a1 Veterans Land Settlement programme 21

On 20 Vovember, 1947 the prov1nc1a1 government 51gned both
agreements and returned them'topﬂayS»for his 51gnature and that of‘the
‘Canad1an Minister of Agr1cu1ture 2 Throughout the prev1ous summer,

L " ‘
’Spence had been press1ng for the sw1ft approval of the: two agreements,



. did he think the Ew1ng price structure exce551ve

but once they were in h1s hands he encountered obJectlons from h1s own

‘superlor James Gardlner re 1ntroduced a demand f1rst mentloned by .

.Vallance‘ln 1938. He balked over the unw1111ngness of the Prov1nce and

the co any to re11nqu15h control over a11 land benef1tt1ng from the

-

federally-funded construct1on programme, partlcularly slnce he reJected

the Ew1ng pr1ce for land which he con51dered to be uneconomlcally

high. >

Gardzner announced that the pro;ect -as 1t was env151oned was too

ﬁ

expen51ve to flnance under the P.F.R.A. VOte . If 1t was to be bu11t, it f

must_be_funded through.the‘same Reconstructlon»programme_wh1ch was to:

finance the St. Mary-Milk River Development and be placed in third

priority behind S”M R.D. and William Pearce's Red Deer River scheme.24

It was clear, however, that Gard1ner ‘was prepared to advance the

‘development if the Prov1nce and the: company eonsented. to the transfer

)

of a portlon of their land to federal control The Province readlly

agreed but’Hays was not w1111ng to re11nqu1sh 25% of the company s

,»fundeveloped acreage wh1ch was 1ts last source of revenue. 25; Hays felt

&

'that the contr1but10n of 1ts ‘main canal whlch it valued at

A

$4'000 000‘00, was-sufflc1ent He did not thlnk that‘the company :

should be asked to sub51d12e the veterans' settlement programmes, nor

-

{

Faced by the company s unw1111ngness to part with any of its land

Gardlner took steps to remove the company s 1nterest in the deve10pment

o

by buylng its assets outrlght. The company made no objectlons of

T, maa

' ﬁp_pr1nc1p1e, since 1t was . obv1ously ‘the only means. of fac111tat1ng the

J R

?

- new development plans~and prov1d1ng the company W1th some final revenue.‘
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'\NegotiationS'proceeded throughout 1949 and, on 14 July, 1950, an

¥

agreementtwas‘signed'"The federalvgovernment acquired all the company's
'prOperty as it stood on 31 March, 1941 (i.e. before the Prov1nce s tax
selzure) for £728, 745-($2 250, 000. 00) . If ‘the . iompany redeemed the

s
'land st111 held by the Prov1nc1a1 government the price would be -

increased by’£33 000 ($103 182 49) With the signing of that

agreement the 1nvolvement of the Canada Land and Irrlggtlon Co-pany

in the Bow River Irr1gat1on Pro;ect came to an end.
h.:.Durlng‘th:Ecourse of its involvement; the Company and lts ,

predecessors invested over $15,000,000:00>in developlng the BothiVer

-Ifrigation'Project. In return for this massive investmentz the project

27

probably generated no more than $6,500,000.00 in revenue.”’ - Of this

only $2,748,182.49 (approximately'£892 267.04) was ever returned to the ©

British 1nvestors who had financed the venture At the t1me of the

: pro;ect s sale, total capital (shares and debentures) stood at

£2 808, 058 ($13 625,860. 83) In the f1na1 settlement of the company,
the Debenture ‘holders rece1ved only a portlon of the1r 1nvestments F

The shareholders got nothlng. v

“. As a commercial venture,fthen,.the develbpment'of the Bow River
‘Project'was an undoubted‘disaSter,and demonStrated the’essential
failures of the federal'gorernment's-irrigation policy,nas it was -
devised in the 1890'5 and of the economlc ratlonale whlch supported 9_
The governhent had been mot1vated a1be1t reluctantly, to prov1de
for 1rr1gat10n deVelopment because of its expected ability to open up

large tracts of western ‘land for settlement ‘It had been encouraged

by promoters of 1rr1gat10n w1th1n the Department of the Interlor,,

185
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‘understood‘from the beginning that 1rr1gat10n would and could, be

S 186

developed by private capital and repaid by the settlers who occuple‘

the prOJects. The North West Irrigation Act of 1894 had made it clear

that the government's financial commitment would be limited to paying

+

for general surveys of 1rrigab1e land and water resources to ensure the

efficient exp101tat10n of the country s 1rr1gation potential The

‘government adhered to that 11m1ted role until the economic and climafic ,'

crises of the Depres§1on forced it to undertake irrigatlon development

‘about the diversification and expansion of crop production,vbut little S 2

as part of its general. rehabilitation commitment.

The w1111ngness of private investors to undertake 1rr1gation

!

construction was based on a general optimism concerning the potential
\

-of western Canada s agricultural economy . It was assumed that the

agricultural productivity generated by the efficient use of irrigated
' .

land would - prov1de suﬁf1c1ent income to give the farmer-settlers a

ﬁ?osperous life, wh11e paying the cost of. 1rr1gat10n construction,

operation andwgaintenance In promotional literature much was written

study seems to have been made of thevmarket forces which would affect

__ the economics of irrigated farms.

"The Alberta Railway and Irrigation Company and the Canadfan
Pacific Railway saw in 1rr1gation an opportunity to. obtain a maximum
return from their lfnd grants in southern_Alberta, as well as the

intensive occupation ofﬁthat land, with its attendant traffic. -Their
t . . . J

interest was serious and their dedication to the production of

£
-
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efficient,ﬂiong-lasting systehs was demonstrated, by the qeglity of
conStruction and operation of the projects. But the geperal‘ateosphere
. of gcénomiclbobmerism, fhe easy ﬁ;fronage of the Liberal government and
the lax application of %oyemment regulations b} the Depaétment of the
Interior,ﬂaléo attracted interest froq indiyidﬁals mére interested in
.;hort—term speculative profits than in longkgﬁfpfdéyq}opment profits.
“Those who promoted the Bow River Proje;t cost it several million dollars -
and six almost totally wastéd years. Speculative withdrawals and losses
from careless construction added to the capital charges which would
eventually have to be recovered from land sales, raising land prices
far above expectatiqns.’&The dglays-that'resulted from the initial,

. N .
poorly conceived land selection;. the negotiations over exchanging land, .

s
and the initia1 period, of unsatisfactory construction, lost forvthé
‘company the behefits of the'peék years of sqftlemgnt before the First
‘World Wér and the boom in grain priEes duringiit. When conditions were
best for selling land, the'company was not.feady'to harket it properly;
By;the’time it was, affer 1913, the demand forrlandﬁwés alreadf

) : . : * :
\ declining and economic conditions were not conducive to selling, or
¢ .

. farming, irrigated farms at the price levels needed to recover

investment. !

By opening land to sales at an‘inopportﬁne time aqd at impossibly
High pricés,Lthe project 105; its cépacity to provide for the settlement
of its lapd./ Sales wefe low to nonexistent during';he gifst”years, By
the time the occupation of the prajéct bécamé more promising; from‘the,
late 1920'5, much of the or}ginal térritpry hadibeen relinquished to
i “u;//péy'off debts. The comﬁény'é inability to méintain its system properly

%
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reduced its size evep more. By the 1940's the project had reached its

maximum capacify, supplying 50,000 acres, far short of its intended
i i

'y

ngize of 220,900 irrigable acres.
The fﬁgpers who did confract to Suy land in the project suffe;ed
alike from two periods of poor economic coﬁditiéns and from the
istent financial jinstability of the company. They were dependeht
i ﬁconiiﬁuous operafion of the irrigation system, but the company's
poor financial cpndition provided little assurance of. continuity. Its
difficulties had delayed the arrival of water until 1920, had caﬁsed f
critical water shortagés during individual irrigation seasons, and had
.<ief;'the farmers; themselves, to operate the system in 1924. After
1927, although the company never again failed to deliver sufficient
water on time,iit could notvguarantée at the end of one season that it
wouia be operational the next. The hand-to-mouth operation of the
project was a poof foundation on which to build a stable farming
community.

In order to improve the dependability of the irrigation system ,
and to realize the potential of the project, control had:to be rem;;gd
from the company. The change in public policy whichaeventually
provided massive injections of public funds inte irrigation development

,was long in coming. It had been looked for, in vain, by the company

“and certain departmental officials, as early as 1914; had, indeed, been

~ proposed as an alternative to private financing in 1906. Tentative,

reluctant steps had been taken by the federal government in providing a
loan to maintain the project during World War I and in assisting‘the

farmers to keep the system operating between 1924 and 1927. The

L

-
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provincial government had alsq offered a pbtential source of government

support through its Irrigﬁ_ion Districts Act, buéxdifficultios with the

Lethbridge Northern Irrigution District had virtually closed that
option by the 1920'32 The Irrigation Districts were,,ig any event,
aled expected to be self-supporting and suffered froé"the same economic
realities which afflicted corporate enterprises. \\

Officials within the Department of the Interior had proposed
government takeover as a solution to the project s d1fficu1ties in 1914
and 1923 and the company, itself, had proposed a government ﬁgrchase in
.the early 1920's, but it took the calamitous events of the 1930'5 to
force a change in political attitudes toward that kind of 1nt;rvent1on
The decision to relieve irrigation projects from liability for capital
costs ultimately permitted them to demonstrate their capacity to create
productive, populous agricultural communities. The late developmeht of
more rational financial approaches to irrigation development cost
millions of dollars in lost investments for Britain, yeafs of delay in

achieving full occupation of irrigable land, and persistent instability

for the Bow River Irrigation Project and the farmers who occupied it.
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APPENDIX ’ \
t

~ Rates of Exchange -

During the years that the Bow R1ver Irr1gat10n pro;ect was owned

* - by British" 1nvestors‘ the exchange rate‘hetween the pound sterllng and

: the Canadlan dollar was of con51derab1e 1mportance, s1nce 1t affected

the amount of capltal actually avallable to the company in Canada No

,systematlc collectron.of exchange rates for much of:the perlod*under

.COnsideration conld be discovered however. The Canadian Almanac

llsted only the par of exchange ($4 86 2/3), wh1ch was set 1n 1871

‘unt11 1922, Donald Patterien\used a standard rate of exchange of

7$4.85 1nvpreparrng»h15 study,‘Br1tlsh D1rect Investment in Canada,

: f1870 1914 (Toronto Un1vers1ty\o£\Toronto Press

' at values thCh var1ed cons1derab1y from standa

_ The 1mportance of the prevaillng rate to the Dperatlon :

However,vmy own research 1nd1cated 1t money as belng exchanged»

reference rates.

:the- company

PP N

has been;referred to in the thesis’(p. 126); I have, therefd;ET\
. e - - o g : ‘P . .

sought to establish the actual rate of exchange whenever a COmpariscn'l

was'neceesary, my sburce-beingﬂuShally the records of'the'company |

kfollows

Rates whlch were obtalned elsewhere are 1nd1cated in the- Table whlch
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