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royal commissions or parliamentary inquiries
on prices and price spreads, each of which has
had to compile its own information on costs,
profits and return on investments. Your com-
mittee was no different, and used its parlia-
mentary privilege to ask for and receive from
corporate witnesses information never before
made public. However, your committee feels
strongly that if those responsible for or con-
cerned about the management of public
affairs are to be properly informed, such in-
formation should be available publicly on a
continuous basis for the scrutiny of par-
liamentarians, public officials, consumer
groups, investment analysts and the academic
community. Such public disclosure would also
be a spur to greater efficiency and productiv-
ity by preventing inefficient entrepreneurs
from hiding their inefficiency from sharehold-
ers or public scrutiny. Further, your com-
mittee sees no reason why large public com-
panies should be compelled to compete in the
market place against other large private com-
petitors whose operations are almost wholly
secret and many of which are privately held
wholly-owned subsidiaries of non-Canadian
parents.

Recommendations:

(a) That the distinction between disclo-
sure requirements for private companies
of significance to the public and public
companies be eliminated.

(b) That the disclosure requirements for
both public and such private companies
be enlarged to assure full and complete
disclosure of corporate activities to give
to the public sufficient information for
meaningful continuous analysis and com-
parison.

9. Profits of Corporate Food Chains

The Joint Committee on Consumer Credit
and Cost of Living asked for and received de-
tailed statistical information concerning the
experience of the companies which appeared
before it. One of its principal purposes was to
determine if there had been any significant
recent changes in the levels of costs, prices or
profits which would help to account for the
upward movement of the cost of living. In
particular, your committee concerned itself
with the profit levels of the corporate food
chains. This whole question was looked into
by your committee.

One way of measuring profitability is to
examine net profit after taxes as a percentage
of gross sales. Your Committee is aware that

DEBATES December 20, 1966
this method of comparing profit levels has
some deficiencies and that an analysis should
also be made of profits in relation to invested
capital. Such an examination raises theoreti-
cal and practical accounting problems and
while the necessary research has been started,
the results are not available for this interim
report. Your committee has retained the serv-
ices of a firm specializing in management
consulting and accounting which has under-
taken to conduct a study in this field.

The level of profits in the Canadian econo-
my as a whole was discussed by several ex-
pert witnesses who testified before your
Committee. Their opinion was that in the late
stages of an expansionary period there tended
to be a squeeze on profit margins. This result-
ed from rising costs and the inability of sellers
in competitive markets to raise prices suffi-
ciently to offset them. Although the statistical
evidence was not conclusive, it did appear
that profit levels or ratios had not risen gene-
rally and that one would have to look else-
where to explain the changes in the cost of
living after a long uninterrupted period of

prosperity.

10. Advertising.

Your committee heard lengthy arguments
concerning the economic consequences of
advertising. It also accumulated a con-
siderable amount of information relating
to advertising expenditures and the way
in which advertising costs are shared
among different distributive levels in the food
industry. There was evidence that the market
power of the retail level of the food industry
was sufficiently strong to shift some of the
burden of advertising costs to food processors
or manufacturers. In the time available to
your committee, it was not possible to ascer-
tain all the facts necessary to reach any firm
conclusion. However, your committee decided
that more information was needed.

11. Concentration and Cost Levels in the
Food Industry.

The terms of reference of the Joint Com-
mittee on Consumer Credit and Cost of
Living necessarily meant that primary
attention was focussed on factors influencing
recent changes in consumer prices. Your com-
mittee was not, as a result, able to devote
more than passing attention to some of the
longer run influences at work in wholesale
and retail food distribution.




