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ABSTRACT

This paper uses the natural experiment of Argentina's integration into world markets in the late-nineteenth
century to provide evidence on the role of internal geography in shaping the effects of external integration.
We develop a quantitative model of the distribution of economic activity across regions and sectors.
The model predicts a spatial Balassa-Samuelson effect, in which locations with better access to world
markets have higher population densities, higher shares of employment in the non-traded sector, higher
relative prices of non-traded goods, and higher land prices relative to wages. We use the model and
data on population density and sectoral employment shares to recover sufficient statistics that isolate
the economic mechanisms through which external and internal integration affect economic development.
Our analysis highlights the role of complementary investments in internal infrastructure and technology
adoption in mediating the economy's response to external integration.
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Figure 5: Population Density 1914
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Panel A

Sector Sector Name 1869 1895 1910 1914
I Livestock Products 100 62.75 43.21 43.45
II Agriculture Products 0 34.85 52.76 52.79
111 Forest Products 0 1.82 2.84 2.65
v Mining Products 0 0.29 0.14 0.02
\" Products of Hunting and Fishing 0 0.15 0.38 0.38
VI Miscellaneous Products 0 0.16 0.67 0.72
Panel B

Product Product Name 1869 1895 1910 1914
1 Beef 4.82 0.05 6.81 10.56
2 Live Cattle 0 5.83 1.09 1.00
3 Cereals 0 33.99 52.52 50.81
4 Hides, Bones and Animal Parts 66.69 26.58 18.02 16.93
5 Mutton 0 1.40 1.61 1.34
6 Live Sheep 0 1.08 0.06 0.04
7 Other 25.30 25.84 15.79 13.53

Notes: Percentage shares of sectors and products in the value of total exports.

Table 1: Export Composition over Time

Panel A

Sector Sector Name 1895
I Live Animals 0.64

11 Foodstuffs 12.17
I Beverages 9.30

v Tobacco 1.27

A% Textiles, Yarns, Fabrics and Cordage 35.97
VI Clothing and Apparel 3.36

VII Chemicals and Pharmaceuticals 5.09

VIII Wood and Wood Products 4.02

IX Paper and Paper Products 2.36

X Leather and Leather Products 0.68

XI Iron and Iron Products 10.33
Xl Miscellaneous Construction Materials 2.03

XII1 Other Metals and Metal Products 1.51

X1V Stones, Earth, Glassware and Ceramics 2.38

XV Fuel and Lighting Supplies 6.65

XVI Miscellaneous Manufacturing Products 2.25

Panel B

Product  Product Name 1895
1 Mowers 0.23

2 Plows 0.13

3 Rakes 0.02

4 Steam Machines 0.24

5 Threshers 0.51

6 Wire 2.02

Notes: Percentage shares of sectors in the value of total imports.

Table 2: Import Composition 1895

93



Counterfactual

Counterfactual  Aggregate Urban
Real Wage Share Relative to
Counterfactual (relative to base of 1914) Relative to Base Base
L. Frontier 1869 93% 2%
II. Frontier + Immigration 1869 103% -1%
I11. Frontier + Immigration + {Z,(¥), zy(£)} 1869 62% 21%
IV. Frontier + Immigration + {Z,(£)} 1869 92% -9%

Notes: For each counterfactual the base is the 1914 distribution of employment across districts and sectors.
In Counterfactual I, we exclude districts that were unpopulated in 1869, but hold productivities in all other
districts constant at their 1914 values, and hold the total Argentine population constant at its 1914 value. In

Counterfactual II, we exclude districts that were unpopulated in 1869, and adjust the total Argentine
population by net immigration from 1869 to 1914, but hold productivities in all other districts constant at
their 1914 values. In Counterfactual III, we exclude districts that were unpopulated in 1869, and adjust the
total Argentine population by net immigration from 1869 to 1914, and set adjusted agricultural
productivities and non-agricultural productivities to their 1869 values. In Counterfactual IV, we exclude
districts that were unpopulated in 1869, adjust the total Argentine population by net immigration from 1869
to 1914, set adjusted agricultural productivities equal to their 1869 values, but hold non-agricultural

productivities constant at their 1914 values.

Table 3: Counterfactuals for 1914 base year
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