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The Bank of British North America: A Structural History

I. Background

a) The Yukon Economy

A classic simplification of Canadian economic history has
been to present it as a conflict between the north-south pull
of American economic power, and the east-west system of the
St. Lawrence system, the C.P.R. and the National Policy. The
situation in the Yukon was slightly different, particularly
in the two decades before the Gold Rush. The main external
economic links were not "north-south" with Canada, but rather
"east-west" with American Alaska. Most of the whites in the
Yukon basin were either prospectors or employees of American
commercial companies. The former sought placer gold deposits
in this northernmost extension of the Cordillera system, the
latter supplied them with the provisions that made this possible.
The companies operated through Alaska, purchased their supplies
from American companies, especially Seattle and San Francisco,
and brought them north in American ships. Some of the gold
used to purchase these supplies originated in Canada, but most
of it passed via this system into the United States. The system
was based upon the economic unity of the Yukon River trans-
portation system on both sides of the nominal border, the 1l4lst
meridian. The upper Yukon district, de jure part of the
Queen's Dominion from 1825, was in fact an eastward extension
of American Alaska. The gold that came from the Yukon River's
bars and tributaries enriched the territory not at all, and
Canada but little.

Chemically inert, extremely soft, and located in minute

deposits, the need for gold either in lode or bullion form



had been one of the strongest forces behind the European
expansion of the mercantile era. By the late 19th century,
the accumulation of bullion was no longer the basis of "free
trade" economies, but gold still determined the values of the
world's currencies. As long as the money supply was related
to the amount of gold backing it, its value remained fixed.
But this also ultimately limited purchasing power. During
the "Great Depression" from the 1870s on, a disparity devel-
oped between the expanding productive capacity of the
industrial economies, and their capacity to consume the goods
produced with a money supply based upon gold.

For the prosperity of the 1850s and 1860s to return,
either the "gold standard" would have to be abandoned, or new
sources of supply found.l The former was unthinkable, the
latter sent prospectors scrabbling for it all over the world,
including the inhospitable wilds of the upper YukOn.2 The
California and Autralian gold finds rushes had ushered in an
era of unprecendented prosperity in . the 1850s; the geological
formation of the northem Cordillera suggested that gold might
be present there too, with the same effect on the world economy.
From the 1870s, gold deposits were uncovered in sufficient
volume to attract even more prospectors who covered even larger
areas. The gold they found and extracted in increasing volume
was not, however, to be used as the basis for white settlement.
There was to be no "frontier" as in California, the Dakotas,
or even British Columbia. Nor was it of much direct benefit
to Canada, although there were Canadians among the prospectors.
For the most part it was extracted and removed to the United
States, the money supply of which was thereby expanded.

From 1894, with the arrival of the North-West Mounted
Police, and the assertion of Canadian fiscal sovereignty,
the Dominion at least began to share in the disposal of the
Yukon's riches. American goods continued to flow in, and
Yukon gold out to the U.S., but now both processes passed through

the hands of the Canadian police. Its collection of customs



duties and of royalties was important, but much more would
be needed if the Yukon district were to be of real benefit
to Canada. The government needed the assistance of Canadian
financial institutions to counter American economic power
and to divert the Yukon's wealth towards Canada.

In the United States, a state-based banking system had
developed in response to area needs. Most were small,
locally-controlled, and although often weak, were oriented
towards the development of the local economy. The Yukon
basin, however, lacked a population sufficiently committed to
settlement in the area or wealthy enough to develop a local
bank on American lines. In any case there was no real alter-
native to a Canadian bank, either economically or politically.
By the 1890s, Canada's federally chartered and highly central-
lized banking system was taking the form familiar today. While
there were still some locally based "private banks" in exis-
tence, large commercial institutions chartered in central Canada
were expanding by absorbing existing regional banks, or by ope-
ning branches across the country. In the U.S., local savings
went into local banks for local use. The Canadian system had
the effect of channelling dispersed savings into a few large
concentrations in central Canada. The national banks were the
counterpart of the Federal government, centralizing economic
power in Montreal and Toronto as it sought to centralize
politically in Ottawa. As it became obvious in the West
after World War I, such a highly centralized system ulti-
mately proved detrimental to peripheral areas, but the imme-
diate effects of soundly financed, experienced, strong insti-
tutions in newly settled districts were usually beneficial.3

The companies, the Alaska Commerical and the North
American Trading and Transportation (A.C.C. and N.A.T.&T. Co.)
provided some banking services to the miners whom they grub-
staked and whose gold they held and transported. However,

their interests were commercial, and they would have welcomed
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the establishment of a bank in the Yukon. As the development
of a local bank was unlikely, the companies turned to at least
one Canadian institution, the Bank of Commerce, and suggested
that it establish a branch at Fort Cudahy.4 The bank manage-
ment declined the invitation, deterred by the prospects of
insufficient business, inadequate police protection, and
extreme isolation. Before the Gold Rush no Canadian bank re-
garded the Yukon as potentially worth its consideration, and
a locally-based bank was unlikely, so existing economic ties
with the U.S. remained strong. Except for duties and royal-
ties collected, the Yukon was of little economic benefit—or
interest—to Canada.

b The Gold Rush
The Klondike Gold Rush changed this. The arrival of gold
measured by the ton at U.S. West Coast ports in 1897 trans-

formed perceptions of this remote area; for the Canadian
government, this meant that full sovereignty had to be
asserted, and that the wealth of the Yukon basin must benefit
Canada.

The Rush also undermined many of the earlier objections
to a Canadian bank establishing a branch in the Yukon. It
solved problems related to the volume of business, isolation
and communication, while the Dominion government would enforce
peace, order and good government in the mining camps. The
government also needed a bank for its own purposes, both to
act as its agent and to counter strong existing American
institutions.5 Elsewhere in Canada, the Bank of Montreal
acted as the government's banker. Like its major competitors,
it was established across Canada by the 1890s, indeed, it was
particularly strong in British Columbia. However, it was a
cautious enterprise, reluctant to overextend itself during the
period when its rivals' branches proliferated.6 Its policy

was
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....to establish strategic branches in the most
important centres and to avoid, if possible, the
unnecessary opening of branches in boom towns
that would soon prove unprofitable_when business
conditions settled down to normal.’

The Bank of Commerce did not regard the Klondike Region
as unfavourable as did the Bank of Montreal. There was every
prospect of good business there and besides, it was assured
or the government's business, which the Bank of Montreal did
not want.8 But it was not to have the field to itself. The
Bank of British North America was also interested in the area,
and proposed establishing a branch in Dawson.

The B.N.A. Bank was something of an anomaly in the Cana-
dian banking system, a national bank which operated on the basis
of a charter issued not in Canada but in Britain.9 In 1898, it
was almost sixty years old in British North America, having
established its first branch in the Canadas in 1840. From
here, it extended east to New Brunswick, Nova Scotia, and
Newfoundland, and west to British Columbia and even California.
It was held to be a dynamic institution which, although con-
trolled by directors in London, was finely tuned to conditions
in Canada. It also played an important role in raising the
general level of bank personnel in Canada, bringing over
employees with English and Scottish experience who found their
way into other banks.10

The epic tale of the dash from Vancouver to Dawson of the
B.N.A. Bank's advance party ahead of its rival has been told
elsewhere; suffice to note that it arrived in Dawson on 17
May 1898, and opened for business under its assistant manager,
David Doig, the next day.ll Although lacking the assurances
the Bank of Commerce had of government business, it had already
lined up potential customers.12 Also unlike its rival it did
not have a site secured at the Government Reserve, so had to

find one in the townsite proper.



c The First Site, 1898-1899

When Doig and his small party arrived in May, Dawson had not

yet recovered from the previous winter. The mining camp was
still there; by June it had become the boomtown of myth.

The "town" was long and narrow, stretching along both sides
of Front Street for a mile,behind which it straggled back
towards the hill a short way (Figure 1). The north end of
Dawson was the warehouse and embryonic "industrial district.”
South of this to the slough was a rambling, ungraded, muddy
thoroughfare flanked by log buildings "occupied principally
by saloons, gamblers, real estate and mining brokers."13
Through this area all would-be miners had to pass on their

way to the creeks, and to its saloons, dance halls and brothels
they returned to spend their gold dust. It was the richest
"claim" of all. South of here lay the Government Reserve
occupied by the police and administration and by the Bank of
Commerce from June 15th.

There being no obvious financial district, David Doig
picked a site in the commercial area, but fairly close to the
police in the Reserve. Every evening, he had to send the gold
under guard to the Reserve for safekeeping. He chose for the
bank's first premises a front room rented for $50.00 a week
in the "Victoria Hotel", a two storey frame building on Front
between Princess and Harper. While satisfactory in some ways,
the site was too close to the river; it was flooded out May
30 (see Figure 3).14 The bank reopened in June 6, but moved
two days later to a frame and canvas tent on higher ground
near the corner of Second Avenue and Second (Queen) Street.
(Figure 2 )15

The B.N.A. Bank did not have ties with the government,
so it had to make mutually advantageous arrangements for a
site with Dawson businessmen. As the city took shape in a
gridiron pattern behind Front Street, the commercial advan-
tages of a central, and flood-free, location at Second and

Queen became obvious. Doig soon came in contact with Alex



McDonald (Figure 27), the "King of the Klondike," whose mining
interests provided him with the means to invest in the most
profitable "claim" in the Yukon—the Dawson townsite. Negoti-
ations with McDonald must have started soon after Doig's
arrival; in mid-June he wrote the Bank's general manager

...I have almost completed arrangements with Alex
McDonald, the Klondike Croesus, to put up a two
storey log building for the Bank, the ground floor
for office and the upstairs for accommodation for
the staff, and he has promised to start work on it
as soon as he can get the nails and logs—two
scarce commodities in the Dawson market—1logs

in the meantime are worth $9 each and nails $20

a 1b.

He is exceedingly anxious to have us there as he
proposes putting up several buildings on some lots
adjacent, and I have pointed out to him that they
rent at high figures on account of their proximity
to the Bank.

The arrangements must have been mutually satisfactory; the
Bank obtained this site on a year's lease for about $350.00
16
a month.
Construction of the building proceeded apace, and in
mid-July, the Sun reported,

Alex McDonald is erecting a substantial log building
on the corner of Second Avenue and Second Street

for the new quarters of the Bank of British North
America. It is two stories, 26 x 45 ft., carefully
constructed of selected logs under the direction of
Duncan Stewart. Its value reaches $10,000. The
bank and assay office will occupy the first floor
and the upstairs will be used by the bank officials
for living rooms.l7

The basic layout of the existing building (Figure 4) was
probably based on this original one. In both cases, the main
entrance was an angled door facing onto the corner of Second
and Queen. The staff quarters in this first building, as the
second, would probably have been entered through the door
facing onto Second Avenue, with the assay office either in the
shed along the south wall of the building, or else inside it,
south of the staff entrance. It was constructed of logs,






