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ORDERS OF REFERENCE

House oF COMMONS,
TuespAaYy, June 3, 1958.

Resolved,—That the following Members do compose the Standing Com-
mittee on Agriculture and Colonization:

Messrs.
Anderson, Henderson, Phillips,
Argue, Hicks, : Pugh,
Barrington, Horner (Acadia), Racine,
Boivin, Howe, Rapp,
Boulanger, g Jorgenson, Ricard,
Brunsden, Kennedy, Richard (Kamouraska),
Cadieu, Kindt, Richard (Saint-
Campbell Knowles, Maurice-Lafléche),
(Lambton-Kent), Latour, Robinson,
Cooper, Leduc, Rompré,
Doucett, Létourneau, Rowe,
Dubois, McBain, Smith (Lincoln),
Dupuis, McMillan, Speakman,
Fleming (Okanagan- Michaud, Stanton,
Revelstoke), Milligan, Thomas,
Forbes, Montgomery, Thompson,
Forgie, Morissette, Thrasher,
Godin, ‘Muir (Lisgar), Tucker,
Gour, Nasserden, Villeneuve,
Grills, Noble, Winkler,
Hardie, Peters, Yacula—=60.

Ordered,—That the Standing Committee on Agriculture and Colonization
be empowered to examine and inquire into all such matters and things as
may be referred to it by the House; and to report from time to time its
observations and opinions thereon, with power to send for persons, papers
and records.

MonpAay, June 9, 1958.

Ordered,—That the name of Mr. Hales be substituted for that of
Mr. Anderson on the said Committee.

MonDpAY, June 16, 1958,

Ordered,—That the name of Mr. Southam be submitted for that of
Mr. Cooper on the said Committee.
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MonpAY, June 23, 1958.

Ordered,—That the quorum of the Standing Committee on Agriculture
and Colonization be reduced from 20 to 15 members, and that Standing
Order 65(1) (f) be suspended in relation thereto.

Ordered,—That the said Committee be empowered to print such papers

and evidence as may be ordered by the Committee, and that Standing Order
66 be suspended in relation thereto.

THURSDAY, July 3, 1958.

Ordered,—That the name of Mr. Gundlock be substituted for that of
Mr. Kennedy on the Standing Committee on Agriculture and Colonization.

WEDNESDAY, July 16, 1958.

Ordered,—That Bill No. C-38, An Act to amend the Canadian Farm Loan
Act, be referred to the Standing Committee on Agriculture and Colonization.

SATURDAY, July 19, 1958.

Ordered,—That the Annual Report of the Canadian Wheat Board for the
crop year ending July 31, 1957, which was tabled on May 14, 1958, together
with the Report of the Board of Grain Commissioners for 1957 which was
tabled on the same date, be referred to the Standing Committee on Agriculture
and Colonization.

Attest.

LEON J. RAYMOND,
Clerk of the House.



REPORT TO THE HOUSE
THURSDAY, June 19, 1958.

The Standing Committee on Agriculture and Colonization has the honour
to present the following as its

FIRST REPORT
Your Committee recommends:

1. That its quorum be reduced from 20 to 15 members and that Standing
Order 65 (1) (f) be suspended in relation thereto.

2. That it be empowered to print such papers and evidence as may be
ordered by the Committee, and that Standing Order 66 be suspended in relation
thereto.

Respectfully submitted,

HAYDEN STANTON,
Chairman.
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MINUTES OF PROCEEDINGS

WEDNESDAY, June 18, 1958.

The Standing Committee on Agriculture and Colonization met at 9.40 a.m.
this day for organization purposes.

Members present: Messrs. Argue, Campbell (Lambton-Kent) Doucett,
Dubois, Fleming (Okanagan-Revelstoke), Gour, Grills, Henderson, Hicks,
Horner (Acadia), Howe, Jorgenson, Kennedy, Kindt, Knowles, Latour, Létour-
neau, McBain, Milligan, Montgomery, Morissette, Nasserden, Peters, Rapp,
Robinson, Rompré, Southam, Speakman, Stanton, Thomas, Thompson, Thrasher,
Tucker, Winkler, and Yacula. (35) '

On the motion of Mr. Campbell (Lambton-Kent), seconded by Mr. Howe,
Mr. Stanton was elected chairman.
Mr. Stanton took the Chair and thanked members of the Committee for the

honour given him, mentioning at the same time the importance of the Com-
mittee’s work.

On the motion of Mr. McBain, seconded by Mr. Horner (Acadia),
Mr. Jorgenson was elected Vice-chairman.

On the motion of Mr. Horner (Acadia), seconded by Mr. Tucker,

Resolved,—That a recommendation be made to the House to reduce the
quorum from 20 members to 15 members.

On the motion of Mr. Speakman, seconded by Mr. Robinson,
Resolved,— That the Committee be empowered to print such papers and

evidence as may be ordered by the Committee, and that Standing Order 66
be suspended in relation thereto.

On the motion of Mr. Campbell (Lambton-Kent), seconded by Mr.
Henderson,

Resolved,—That a Sub-committee on Agenda and Procedure, comprising
the Chairman and 6 members to be named by him, be appointed.

At 9.55 a.m. the Committee adjourned to the call of the Chair.

TUESDAY, July 22, 1958
(2)

The Standing Committee on Agriculture and Colonization met at 9.05 a.m.
this day. The Chairman, Mr. Hayden Stanton, presided.

Members present: Messrs. Barrington, Boivin, Boulanger, Brunsden, Camp-
bell (Lambton-Kent), Doucett, Dubois, Forbes, Grills, Hales, Henderson, Hicks,
Horner (Acadia), Jorgenson, Gundlock, Knowles, Latour, Létourneau, Milligan,
Montgomery, Morissette, Muir (Lisgar), Nasserden, Noble, Rapp, Ricard, Rob-
inson, Southam, Speakman, Stanton, Thomas, Thompson, Tucker, Villeneuve,
Winkler, and Yacula. (36)
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In attendance: Honourable Donald Fleming, Minister of Finance; Messrs.
F. L. Chester, Commissioner of Canadian Farm Loan Board; E. O. Bertrand,
Board Member; W. A. Reeve, Secretary; and R. M. McIntosh, Chief Account-
ant, all of the Canadian Farm Loan Board.

The Chairman announced the composition of the Sub-Committee on
Agenda and Procedure comprising the following members: Messrs. H. Stanton,
E. Nasserden, J. O. Latour, J. O. Gour, J. M. Forgie, A. Peters and
G. W. Montgomery.

On motion of Mr. Speakman, seconded by Mr. Montgomery.

Resolved,—That the Committee print 750 copies in English and 250 copies
in French of its Minutes of Proceedings and Evidence in relation to Bill C-38—
An Act to amend the Canadian Farm Loan Act.

On motion of Mr. Hales, seconded by Mr. Gundlock,
Resolved,—That leave be asked to sit while the House is sitting.

The Committee proceeded to the consideration of Bill No. C-38, An Act to
amend the Canadian Farm Loan Act.

On Clause 1, Hon. Donald Fleming, Minister of Finance, made a brief
statement explaining the purpose of the Bill.

Mr. F. L. Chester was called and read a prepared statement, which was
distributed to the members of the Committee, giving a résumé of the history
and operations of the Canadian Farm Loan Act and the Canadian Farm Loan
Board.

The Minister of-Finance and Mr. F. L. Chester were questioned and supplied
information thereon.

Copies of the Report of the Canadian Farm Loan Board for the year
ended March 31, 1957, were distributed.

At 10.45 a.m. questioning continuing, the Committee adjourned to meet
again at 9.00 a.m. Thursday, July 24.

M. Slack,
A/Clerk of the Committee.



EVIDENCE

Tuespay, July 22, 1958.
9:00 a.m.

The CHAIRMAN: Gentlemen, I believe we have a quorum. We will proceed
with our meeting. As you realize this room is engaged again at 11 o’clock.

We have with us this morning the Minister of Finance and Mr. Chester, the
Chairman of the Canadian Farm Loan Board. Mr. Chester is here for any
explanation which you may wish.

First of all I might announce the personnel of the steering committee:
Messrs. Nasserden, Latour, Gour, Forgie, Peters, Montgomery and the chair-
man. I endeavoured to select these members as equally as I possibly could.

At this point may I have a motion to print 750 copies in English and 250
copies in French of the minutes of proceedings and evidence of this committee.

Moved by Mr. Speakman, seconded by Mr. Montgomery. Agreed to.

The CHAIRMAN: I believe it will also be necessary, as the report of the
Board of Grain Commissioners has been referred to our committee, to ask
for leave, at some time when this board appears before us to sit when the
house is sitting. You realize that we could not ask these people when they
come down here, to sit only a few hours a day. However, we will endeavour
to sit only when it is absolutely necessary.

Moved by Mr. Hales, seconded by Mr. Gundlock that permission be asked
to sit while the house is sitting.

"~ Agreed to.

Gentlemen, the bill before us this morning is Bill C-38, an act to amend the
Canadian Farm Loan Act. I will call clause 1 and then I will ask the minister
of Finance for a few remarks.

On clause 1—Capital stock.

Mr. DonaLp FLEMING (Minister of Finance):

Thank you Mr. Chairman. This is a pretty early hour; we farmers like
to get our chores done early in the morning.

Mr. Chairman, thank you for the opportunity of appearing before you on
this bill. I will be very brief.

This bill, I suppose, is one of the shortest bills which is ever likely to come
before this committee, or indeed, the house. It proposes to amend simply two
words in the Canadian Farm Loan Act.

In the debate on the resolution stage in the house, as I indicated there,
the situation today is that we are almost at the point of running out of
money in the Canadian Farm Loan Board. The relending this year has
accelerated very, very greatly. Even since this present measure was decided
upon the acceleration of the loans has continued and, frankly, unless this
bill becomes law by the middle of August we are going to have to curb the
rate of lending.

Briefly under the act, the borrowing power and relending power of the
board is associated directly with the capital of the board. The capital stock
of the board under the present act, is set at $4 million. To arrive at the
borrowing power of the board, which is the same amount as its lending power,
you multiply by twenty times; in other words, $80 million is the amount the
board is now authorized to borrow and relend on farm loans.

(:
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The purpose of this bill is simply to raise the capital stock from $4 million
to $6 million. The effect of that will be to increase the borrowing power and
the relending power of the board from $80 million to $120 million. That is
what this bill does; it does not do any more than that.

On the resolution stage in the house, I indicated the intentions of the
government with reference to a review of this measure and other measures
associated with agricultural credit in Canada. I said at page 2297 of Hansard:

As all hon. members know, the government is keenly aware of the
importance of agricultural credit and finance for the prosperity of our
farming community. There are on the statute books three important
acts which deal with the capital needs of farmers, namely the Canadian
Farm Loan Act; the Farm Improvement Loans Act which deals with
intermediate credit, particularly for financing the purchase of farm
equipment; and the Veterans’ Land Act administered by my colleague
the Minister of Veterans Affairs. At the present time the government
is engaged in a comprehensive study and review of all three acts with
a view to determining where enlargement of scope, expansion in function
or improvement in the methods of operation may be required.

That study is continuing and will continue for some time. But for the
present session, to meet the needs of the situation, we are asking for this mea-
sure to permit the amount available to the board for relending on farm mort-
gages to be increased by $40 million to meet immediate needs.

I also indicated on July 16 in the house that where there are criticisms—
and no one can be a Minister of Finance very long, or indeed, a member of
the house very long without being conscious of criticism in respect of farm
credit—it has been my experience that a good deal of the criticism is in respect
of the period up to 1956. The house, following a review in the Banking and
Commerce Committee in 1956 wrote some rather important amendments into
the act which greatly enlarged the lending functions of the Canadian Farm
Loan Board.

I think it is not unfair to claim that there has been much less dissatis-
faction since that time than there was before. I think I can say as well that
there has been in the past several years, particularly since the 1956 amend-
ments, rather a change in attitude and atmosphere in relation to the functions
of the board.

In your deliberations on this bill, Mr. Chairman, while the clause of the
bill with which you are dealing is actually a very short one, this hearing
will afford whatever opportunity hon. members may wish to review the opera-
tions of the Canadian Farm Loan Board. Mr. Chester, the commissioner, is
here in connection with the hearings. Any information that is sought in rela-
tion to the operations of the board will be available to you. It is hoped that
there will be every wish on the part of all hon. members to review as fully as
time may permit all aspects of the administration and operation of the Cana-
dian Farm Loan Board.

Mr. Chester will be submitting to you a brief of which he has copies which
will assist the hon. members in following the statement which he will make
by way of a review, and also statistical information.

I hope, Mr. Chairman, for my own part, while I may not be able to be
here with you all the time—I have to leave about 10 o’clock for a cabinet
meeting—if there is anything I can do to help the committee while these
hearings are continuing I shall be only too happy to be here and do anything
I can to facilitate the hearings of the committee in the review of this legisla-
tion and the operations of the board.

The CHAIRMAN: Thank you, Mr. Minister.
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At this time I would suggest that we allow Mr. Chester to present his brief
in full before the questions are asked. After he has completed his brief we
wil come back again and you may ask any questions which I know Mr. Chester
will be only too pleased to answer.

Mr. F. L. CHESTER (Chairman, Canadian Farm Loan Board): Mr. Chair-
man and members of the committee, I have prepared a statement of which I
have copies for each of you. :

I feel it should be useful and of value for the members of this standing
Committee on Agriculture to have at this time a resume of the history and
operations of the Canadian Farm Loan Act and the Canadian Farm Loan Board
while considering the present bill before you and the general problem of farm
credit in Canada. I will endeavour to be as brief as possible and at the same
time give the most important details in this resume.

The Canadian Farm Loan Board was established in January 1929 following
the passage in 1927 of the Canadian Farm Loan Act which was “an Act for the
purpose of establishing in Canada a system of long term mortgage credit for
farmers”. The act as originally passed was based upon the study, report and
recommendations of Dr. H. M. Tory who was commissioned by the government
in 1923 to inquire into the subject of agricultural credit. Dr. Tory was the
founder and president of the University of Alberta and subsequently president
of the National Research Council, and studied agricultural credit in Europe,
Australia, South Africa, New Zealand, the United States and Canada and made
two reports to the government—the first in 1924 by Sessional Paper 142 and a
supplementary report in 1925 by Sessional Paper 152.

Dr. Tory found that following the first world war the values of farm lands
had greatly increased as a result of increased production and high prices and
that these high land prices had strained the available credit resources. Mort-
gage interest rates were 7-8 per cent in eastern Canada and 8-10 per cent in
western Canada, the term of mortgage loans was too short—never exceeding
five years—and because of the high cost of obtaining and equipping a farm it
was difficult for a young man of limited means to become established as a
farmer. He felt that the remedy was to provide a stable continuing source of
long term mortgage credit on an amortized repayment plan at reasonably low
interest rates. In his observations he emphasized that farming was a business
and should be encouraged to operate along sound business lines.

As originally enacted the Canadian Farm Loan Act contemplated an inde-
pendent public corporation operating on a business basis, lending money on
long term mortgage credit to credit-worthy Canadian farmers at the cost of
funds increased by the cost of administration with a reasonable provision for
reserves. Borrowers as well as provincial governments and the Dominion Gov-
ernment were to be joint shareholders and the bulk of the funds for lending
were to be obtained ultimately by borrowing in the public money market. The
Dominion Government as the principal promoter was to provide the initial capi-
tal and to guarantee the public borrowings of the board within limits. Under
this scheme the board operated in the provinces of Nova Scotia, New Brunswick,
Quebec, Manitoba, Alberta and British Columbia, all of which had passed enab-
ling legislation.

This scheme remained in effect until 1935 when the act was changed and
the idea of stock ownership participation by borrowers and provincial govern-
ments was abandoned as also was the idea of the board obtaining its funds in
the public money market. In 1935 the board was constituted an agency of the
crown in right of Canada with the government of Canada as its sole shareholder.
At this time lending operations commenced in Prince Edward Island, Ontario
and Saskatchewan which provinces had not participated in the original scheme.

The board has continued as an independent agency of the crown operating
without subsidy and paying its own cost of administration out of the spread
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between cost of funds and the lending rate to farmers. There have also been
changes in its capital structure as well as in its lending powers from time to
time. It is a matter of satisfaction to the administrators that the board has
always paid its own way while charging only modest, reasonable interest rates.
Since 1952 the board has, in addition, been liable for and has paid full corpora-
tion income taxes like any similar business organization.

Lending Powers

When the board was first established in 1929, it could lend up to $10,000
with the maximum loan limited to 50 per cent of the appraised agricultural
productive value of the farm. In 1934, the maximum loan was reduced to
$7,500. In 1935, the maximum loan was reduced to $6,000 but only $5,000
could be lent on first mortgage and the additional $1,000 required a second
mortgage on a short term, not more than six years, and also chattel mortgage
security as collateral. In 1952, these limits were doubled and the ratio of first
mortgage loan to appraised value was increased from 50 to 60 per cent. In
1956, the second mortgage feature with collateral chattel security on livestock
and equipment was dropped and the board was empowered to lend up to $15,000
and up to 65 per cent of the agricultural productive value on first mortgage
alone. The maximum loan term was also increased from 25 to 30 years.

Interest Rates

When the board commenced lending in 1929, it was obliged to charge
6% per cent. In October 1934, the rate was brought down to 53 per cent. In
May 1935, the rate was further reduced to 5 per cent and so continued up to
April 1, 1945. From April 2, 1945, to March 31, 1952, the rate was 44 per cent
and since that time the rate has been 5 per cent.

Persons To Whom The Board May Lend

The board may lend to any person whose principal occupation is farming
and who is actually engaged in or shortly to become engaged in farming
the land to be mortgaged, and whose experience, ability and character are
such as to warrant the belief that the farm will be successfully operated.

Security Required For A Loan

Every borrower who obtains a loan must give the board a first mortgage
on his farm. The farm should have the necessary buildings to make it a
complete farm unit and be organized on a productive scale sufficient to main-
tain the farmer and his family, pay expenses and repay a loan.

Purposes Of Loans

The purposes for whict} the board may lend are reasonably broad and
have remained unchanged since the board was established:

(a) To purchase farm land;

(b) To buy fertilizer, seed, livestock, machinery, implements and
- equipment necessary to the proper operation of the farm mortgaged;

(¢) To erect farm buildings and to clear, drain, fence and make any

permanent improvements tending to increase the productive value
of the land; ;

(d) To discharge existing liabilities;

(e) Any other purpose which the board considers will improve the
value of the land for farming purposes.
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Organization

The board is constituted a corporation with not less than three nor more
than five members appointed by the governor in council, one of whom is the
Deputy Minister of Finance. The chairman of the board is designated the
Canadian Farm Loan Commissioner and is the executive in charge of actual
operations. The other members are in a position analogous to that of directors
of a private commercial company. Under the supervision and direction of the
commissioner, the board has a branch office in each province, except New-
foundland, with a branch manager, office and field staff. The branch manager
is in charge of all the operations in his province including the processing of
applications, the appraisal of farms, the making of loans, and the collection of
loans. In most branches and within certain limits the branch manager may
approve loans on behalf of the board up to the maximum limit of $15,000.

Funds For Lending _

The board obtains its funds for lending by borrowing from the Minister
of Finance at current interest rates. The borrowing power and the minister’s
lending power are dependent upon the amount of capitalization of the board.
The present capitalization is $4 million and the minister may lend up to 20
times that amount at any time outstanding. Therefore at present the board
cannot borrow more than $80 million from the minister. The purpose of Bill
C38, now before you, is to increase the board’s capitalization to $6 million and
therefore to enable the board to borrow up to $120 million from the minister.

Lending Policy

Within the limits prescribed by the act, it is the policy of the management
of the board to lend to every credit-worthy applicant for any constructive
purpose when a useful loan can be made. Every application is dealt with in
accordance with business principles and in a sympathetic manner without
regard for the nationality, race, creed, sex or color of the applicant. The
making of good useful loans to farmers on the mortgaged security of their
farms cannot be an automatic mechanical operation depending solely on the
value of the farm but calls for consideration of the individual applicant’s
ability as a farmer and manager. No one can borrow his way out of debt and
into prosperity by the unwise use of credit and credit in itself is not a cure-all.

Collection Policy

While the board must collect the amounts falling due to the extent of the
borrower’s ability to pay, extensions of time are given where the inability
of the borrower to pay is attributable to factors beyond his control. Legal
proceedings are-avoided unless there is no other solution.

CURRENT AND PROSPECTIVE BUSINESS

Following the amendments to the Canadian Farm Loan Act which
became effective June 26, 1956, and with a view to improving the board’s
service and expediting the making of loans, several mportant changes in
methods and procedure have been put into effect.

A short simple application has been adopted and many other forms
have been revised with a view to reduce paper work. The board’s lending
policies have been revised and procedures simplified wherever possible. The
board’s field staff has been enlarged to keep pace with the increased volume
of business. A chief appraiser has been appointed to supervise appraisal work.
Annual refresher training conferences for appraisers, under the supervision
of the chief appraiser, have been instituted. Formerly all loans were approved
at head office. Most branch managers now have the authority to approve
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loans not exceeding 50 per cent of valuation up to $15,000. Annual conferences
of branch managers to discuss, eompare and improve policies, methods and
procedures have been instituted. These changes and improvements have
resulted in a marked reduction in the time necessary to process a loan
application.

Since June 26, 1956, there has been a very marked increase in the board’s
business. That is the date extensive changes contained in the 1956 amendments
of the Canadian Farm Loan Act became effective.

In 1956-57, during only part of which these changes were effective, this
board disbursed loans in the amount of $13,183,992—an increase from
$8,254,323 in the previous year or 80 per cent. This exceeded any previous
year in the board’s history.

Last year (1957-58) was the first complete year these changes were fully
effective and the board’s business again increased to $19,343,560 or a further
73 per cent.

We foresee business in the current year totalling $30 million which
would be a 260 per cent increase over 1955-56.

The following table will give you a clear comparative picture of the
first three months of this current year’s business:

Loans Approved, Accepted by
Borrower, and Placed with
Solicitors for Disbursement

Number Amount
g v Sl SIS s TR e AR, 293 $1,257,900
1955 {a. it v an e pun iu s 328 1,450,100
0 A TR S S SR 407 1,940,950
(2 5 S S AR R s 653 3,890,250
OGRS e i i ey s, 216 5 Sl e 1,236 7,979,950

Current loan approvals are exceeding $4 million monthly.

I am sure members of this committee will appreciate that such a large
and sudden increase in this board’s business has been a strain on the board’s
staff. However, we have not only handled this greatly increased volume but
have done so faster and more efficiently. This could not have been accom-
plished without the loyal, conscientious and efficient help of each and every
employee of this board, most of whom I may add, have many years’ experience.
I cannot speak too highly of my staff’s willing cooperation to do a job and
do it well.

The following comparative table shows the increase in average size of loans:

TR R LD N e s $2,104
U e e s T TR - 3,738
SDRbaRedy )] o S PO B ety Biahiid 3,835
e R I R et T R e 4,040
T o v g S R Lt 4,785
e s D SO SN i A e 5,748

Current loans are averaging $6,450 which is 60 per cent larger than in
1955-56 and 306 per cent of the 1929-48 average.

The following comparative table shows cost of operation to investment:

S AR S LR SO S S R 1.391
BB ol L e DRI L LR 1.390
SO e O TS G i e 1.306
RO N TG DS 1.322
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Loan collections from farmers have remained satisfactory as shown by
the decrease in interest arrears to principal outstanding from .6031 per cent
at March 31, 1956, to .3245 per cent at March 31, 1958.

As indicated by the Minister of Finance when introducing the resolution
and Bill C.38 in the house, the best estimate at this time under the board’s
present capitalization is that loan commitments by the board must cease by
about August 15th and available money for commitments made will be
exhausted by about October 31st.

I will be glad to supplement the information given herein by answering
any questions I am able to concerning the Canadan Farm Loan Board and
its operations.

Appended hereto are the following schedules:
Loans Disbursed and Outstanding by Fiscal Years
Interest Arrears to Loans Outstandmg
Administration Costs

SCHEDULE VII

CANADIAN FARM LOAN BOARD

STATEMENT OF LoANS DISBURSED AND OUTSTANDING BY FiscaL YEeArs To MArcH 31, 1958

Principal of
Loans Outstanding
Cumulative Total

Loans Disbursed of Loans Disbursed End of Year
Fiscal Year No. Amount No. Amount No. Amount
$ $ $
1270 2,630,377 1270 2,630,377 1270 2,613,671
2102 3,517,489 3372 6,147,866 3109 6,033,805
468 1,996,344 3840 8,144,210 3492 7,878,741
655 1,276,114 4495 9,420,324 4394 8,927,985
307 558, 630 4802 9,978, 954 4652 9,125,513
352 547,207 5154 10, 526, 161 4866 9,332,329
3952 7,423,779 8747 17,949, 940 8322 16,178,516
5385 11,074,156 14132 29,024,096 13588 26,506, 308
2523 5,264,308 16655 34,288,404 15829 30,336,749
2232 4,338,843 18887 38,627,247 17747 33,065,470
2361 4,342,662 21248 42,969, 909 19756 35,411,729
1425 2,727,507 22673 45,697,416 20782 35,947,883
1112 2,133,514 23785 47,830,930 21333 35,256,188
642 1, 320, 256 24427 49,151,186 21020 33,120,484
590 1,336,103 25017 50,487,289 19447 28,716, 696
695 1,661,410 25712 52, 148, 699 16929 24,199, 388
877 2,121,207 26589 54,269, 906 15721 22,513,863
1286 3,273,811 27875 57,543,717 15032 22,119,005
1218 3,185,240 20093 60,728, 957 14790 22,327,258
1751 4,595,036 30844 65,323,993 15006 23,890, 389
1841 .. 4,942,930 32685 70,266, 923 15566 25,821,426
1800 4,693,079 34485 74,960,002 16184 27,802,774
1508 4,469,001 35993 79,429,093 16497 29,238,810
1514 5,118,559 37507 84,547,652 16667 31,005, 250
1908 7,000, 540 39415 91,548,192 17267 34,591, 645
2137 8,207,003 41502 99,755,195 18111 39,455,931
2087 8,254,323 43639 108,009,518 18931 44,075,268
2826 13,183,992 46465 121,193,510 20372 52,730,198

3500 19,343, 560 49965 140, 537,070 22494 67,112,206
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INTEREST ARREARS EACH YEAR FOR THE LAST TEN YEARS SHOWING
PERCENTAGE OF PRINCIPAL OUTSTANDING

INTEREST IN ARREARS

Percentage

Year Ending First, Second Agreements of Prineipal

March 31st Mortgage Mortgage for Sale Total Outstanding

$ $ $ $

B L N 38,969 12,073 2,436 53,478 .2204
RO e 5 s i 51,198 12,446 2,394 66,038 .2526
) S IS SR 73,507 15,083 2,977 91, 567 .3261
B e AR o 63,743 11,731 2,839 78,313 .2657
1% SR g SRR oo S 53,341 7,497 1,440 62,278 . 1996
R R S o 87,741 8,664 2,112 98,517 .2834
o PR 156,934 16,447 1,808 175,189 4424
o | A AORE S SR 237,937 27,074 1,603 266,614 .6031
L R R S O 200,402 27,719 995 229,116 L4327
RO s 0 i o 192,011 25,206 955 218,172 .3245

ADMINISTRATION COSTS SHOWING PERCENTAGE OF INVESTMENT AND PROFIT ON
OPERATIONS (BEFORE INCOME TAX) EACH YEAR FOR THE LAST TEN YEARS

Administration Percentage of Profit on Operations
Year Ending March 31st Costs Investment Before Income Tax
$ $
AR s o T o e A <o 346,303 1.417 148, 649
RO S D N g S S ot e e s b 373,920 1.413 142,428
L - e s e s L 428,249 1.505 131,705
s S S PR T T S 443,845 1.486 136,890
1 R SRS MBI A b i LA P R 455,938 1.443 143,195
1L Ty e A s S, (1 S ARSI 490,461 1.391 157,288
211, ol R N ) TR 559,823 1.39 162,780
2056, o R e T 589,175 1.306 218,175
5 N BN b b7 PR D A 2 712,024 1.322 218,755
e SRRy RN T e o 838,001 1

.221 235,534

You will notice there are statements attached to this resume showing
amounts disbursed by years, cumulative total of loans disbursed and the
number of loans outstanding at the end of each year. That is the first schedule.
The second schedule shows interest arrears for the last ten years expressed
.as a percentage of the principal outstanding. Also included are administration
costs for the last ten years, showing also profit of operations before income tax.

The CHAIRMAN: Gentlemen, would you like to have a, moment to study
these two schedules before you start questioning? The schedules are quite
important.

Mr, ForBes: Would you have any information on how many applications
you have refused or turned down during a period?

Mr. CHESTER: We have a record, we can make this available to you.

Mr. ForBes: Have you got it for, say, just one year in five? Finding out
whether the type of loan is giving the type of service or not?

Mr. CHESTER: Yes, for the current year. So far we have had 2,732 new
applications and we had 1,453 on hand as at March 31, which is the end of our
fiscal year. We are now talking about the current fiscal year. So current
applications which we have had to deal with are 4,185, of which we have
placed 1,325 loans with our solicitor. That means we have approved these
loans, the borrower has accepted them and they have gone into our solicitor’s
hands and are in the process of being disbursed.
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There were 526 applications withdrawn or rejected before appraisal. There
were 296 applications withdrawn or rejected after appraisal. The balance
are in corespondence, awaiting appraisal with the appraiser. ,

We also have 1,033 which have been appraised and most of these loans
have been approved and offered to the borrower and have not yet been
accepted by the borrower. !

Mr. ForBes: And that is about a third of the applications are refused
on some ground or another?

Mr. FLeMminGg (Eglinton): No, it looks like about one-fifth, including with-
drawals and rejections. The total is 526 plus 296, about 800 out of 4,185, which
is about one-fifth or 20 per cent.

The CHAIRMAN: Gentlemen, would you give your names?

Mr. SPEAKMAN: Mr. Chairman, I would like to ask Mr. Chester, in view of
the fact that the current repayment record is as shown by his table in which
over 50 per cent of the borrowings have been repaid, would it not be of a great
deal more assistance to the individual borrower if his ability to pay was rated
along with the appraised value of his land?

Mr. CHESTER: It undoubtedly is. That is the basis upon which we make
loans, his ability to pay.

Mr. SPEAKMAN: I was four years with the Veterans’ Land Act as a super-
visor and the borrowings there, as I think everyone in Canada knows, have a
very excellent record and the ability to pay was I think probably the principal
factor, knowing as we do that 50 per cent of the appraised value of land today
Tepresents a very small part of the ability of any man to buy a piece of land.

Mr. FLeMmiNG (Eglinton): I think everyone appreciates the record shown
under the Veterans’ Land Act and the point that Mr. Speakman makes about
the importance attached to the ability of the borrower to repay under that
legislation, which has its full counterpart under this legislation. The board
is required as a matter of fact by law to take the credit worthiness and ability
to repay and the character of the borrower into account along with questions
bertaining to the value of the land upon which he is seeking a mortgage.

Mr. SpeakMAN: I think perhaps the 50 per cent, Mr. Chairman, is a bit
restrictive because in the case of central Alberta land appraised values are
not at all anything like the actual values. As I say, in the Veteran’s La:nd
Act the appraised value of a piece of land is probably 50 per cent of the asking
Price of a vendor, which makes it very difficult. But under your 50 per cent
of the appraised value you are talking about 25 per cent of actual value.

Mr. CHESTER: I think you misunderstand. We make loans up to 65 per
cent, not 50 per cent.

Mr. SpeakMAN: Well, even 65 per cent is still getting down pretty low.

Mr. FLeming (Eglinton): That is the point about land value. You have
the same problem in the administration of any government loan where there
is provision for lending on any farm on a mortgage. You have the same
problem under the National Housing Act. It is a problem to relate current
fluctuating market values to lending value. You may get these wide fluctua-
tions from year to year, period to period, in market value and the appraiser
has to have regard for something more continuing, something more basic in
determining lending value.

You are always going to have some problem. Any valuator will weigh
this, a government valuator or a private one in relating lending value for
mortgage purposes to this fluctuating element of market value.

Just here I think it could be said that while you will never satisfy every-
body, you will never satisfy the man who is seeking the loan and who puts a
very high value in his own mind on his own property, nevertheless I think

61043-6—2
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it could be said that there has been, as Mr. Chester has said in his memoran-
dum today, a very much more sympathetic attitude taken in recent times on
this subject and certainly the committee can be assured that the appraised
value of the land is not by any means the only element taken into account in
determining whether a loan will be made or not. The credit worthiness, the
ability, capacity of the individual applicant farmer is highly important. On
the other hand, the act does place a limit of 65 per cent of its lending value
on the amount of mortgage which can be advanced.

Mr. SPEAKMAN: Mr. Chairman, I am glad the minister brought in the
provisions of the National Housing Act because it is not designed in favour of
the farmer, your young farmer wanting to establish certainly cannot get the
amount of credit nor can he get the range of protection that your young man
working in industry who wants to establish a home can get. I think perhaps
we can well consider bringing those two into much closer relationship.

Mr. FLEmMING (Eglinton): Well, you have thirty years under this act now,
since 1956, and your rule under the National Housing Act is twenty-five to
thirty years.

Mr. SPEAKMAN: And a much greater amount is available to the borrower?

Mr. FLEMING (Eglinton): You mean percentagewise?

Mr. SPEAKMAN: Yes. After all, we are interested in establishing young
graduates particularly in agriculture if they are interested in agriculture.

Mr. ForBes: What Mr. Speakman means is that anyone with 10 per cent
can get a house built under the National Housing Act.

Mr. FLEminG: I do not think it is as simple as that. There are some hurdles
he has to get over in regard to income. The income restrictions are quite rigid.
Parliament legislated again last December on this subject dealing with the
quite high hurdles established under the National Housing Act in regard to
the required income of any of the applicants for a mortgage under the National
Housing Act, Part 1. You still have that very severe test to get over to obtain
that decreasing amount that may be loaned by way of percentage of land
lending value.

That brings me back to the point I was making in reply to Mr. Speakman’s
question about the difference between land value as an element of appraisal
as distinguished from its fluctuating market value, which may change rapidly
from day to day or month to month under some situations.

Mr. ForBes: I am thinking of the same thing, probably, as Mr. Speakman,
that if a young farmer wanted to get started up he would not have any oppor-
tunity as would an older person, as he would have a limited amount of funds.
There is the price down on the piece of land, he would pay 10 per cent of the
value of the farm down and get a loan for the balance.

Mr. FLeminG (Eglinton): That would involve an extensive revision of the
act. The percentage has been moved up, as Mr. Chester has indicated. We
cannot go above 65 per cent.

These are questions of policy and it is this sort of thing on which the views
of members of the committee will be very helpful as bearing on this study
which the Department is carrying on that I mentioned earlier.

Mr. ForBEs: That is one thing that happens to a young man starting up
today to get the amount of money to pay down required under this act. I
would like to see something implemented to get him started with the least
possible down payment.

Mr. CHESTER: Once you come to the point where you are overloading any-
body with debt that cannot be repaid that is where we tie in with what Mr.
Speakman said about the ability of the farmer to repay his loan. That deter-
mines the amount of loan we make. It is a matter of judgment, of experience,

[ T
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and I think the same thing applies under Central Mortgage loans. You have
to be earning a certain income in relation to the amount of loan that is given.
This all ties in with the ability to repay and it must be tied in; otherwise you
get into situations where you have overloaded somebody with a debt that
cannot be repaid and both the borrower and the board would then be in
difficulty.

Mr. HALES: The statement is a very important one, Mr. Chairman. I was
wondering in the last report for the year ending 1957 what amount was written
off for uncollectable loans and if so is there any reserve set up before this
profit figure is arrived at?

Mr. CHESTER: Yes, we have a reserve for losses. Again it is related to our
capital and must- not exceed our capital. When our capital in 1956, was $3
million the financial set-up was reorganized that is when that clause came into
effect, that our reserve must not exceed our capital. At that time it did
exceed our capital and we refunded to the Minister of Finance, the Receiver
General, the difference between $3 million and what our reserve was then,
($444,258). So we have at the present time a reserve fund of about $3}
million. I will get the right figure.

Mr. HaLES: And the uncollectable amount written off last year?

Mr. CHESTER: They are always written against our reserve. Our reserve
is $3,209,769 at the end of March 1958. Net losses on real estate transactions
$818 last year.

Mr. HALES: You mean that is all the uncollectable amount?
Mr. CHESTER: That is what they were, the amount that was written off.
Mr. BouLANGER: What is the loss since 1949?

Mr. CHESTER: In round figures the board has lost about three quarters of
a million dollars—$718,298.59—and those losses have all been taken care of
within the operation of the board. The board has paid those losses from reserves.

Mr. CampPBELL (Lambton-Kent): Mr. Chairman, I would like to ask if
any consideration is being given to the matter of increasing the totals which
may be loaned to any one individual? I may say on page 3 you have outlined
the purposes for which you may loan money. I suggest that if consideration
has not been given I would like to see it given to increasing the amount of
$15,000 which I understand is your maximum. Now, $15,000 will only buy
approximately 30 acres of land in my territory and that does not allow anything
for these other things you have to get, such as fertilizer, implements, livestock,
and so on. I would like to see the total increased from $15,000 that I under-
stand now is the limit that any one individual can borrow.

Mr. FLEminG (Eglinton): Some of these suggestions of that kind, of course,
pertain to matters of policy. Mr. Chester is here to answer any questions
pertaining to operations. Any question involving a change in the law would
naturally be a question of policy for the government.

Any suggestions of that kind, of course, will be taken into account in
fosnection with this review that is proceeding now on features of the legis-
ation.

We do not in the committee ask civil servants or persons who have not
government responsibility to pass comments on questions of policy. In other
words, I do not think it will be proper for Mr. Chester to say “I think it should
be higher” or “I think it should be reduced.” That is established now by
the statute and all these things, as I say, are encompassed within the scope
of the review which is proceeding at the present time.

I do want to state that any suggestions which hon. members care to make

will be carefully noted and, of course, given due consideration.
61043-6—23
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Mr. JorGENSON: I would like to know, Mr. Chairman, if you have a break-
down of the provinces that have made applications for loans and if you have a
record of the purposes of those loans. You have enumerated several reasons
why you give these loans. I was wondering if there was a breakdown in that
respect as well? Another question, while I have it before me, I would like
to know if there are any areas in which loans are prohibited?

Mr. CHESTER: The answer to that is no.

Mr. HORNER (Acadia): One page 3—

The CHAIRMAN: Pardon me, there is other information here.

Mr. CHESTER: The loans made by provinces from inception are: British
Columbia $7,238,000—

Mr. JORGENSON: I wonder do you have extra copies of this?
Mr. CHESTER: Not with me, but we can have them provided for you.

Mr. JorGENSON: I wonder if you would have them distributed to the mem-
bers of the committee rather than reading them out?

Mr. CHESTER: Our annual report, which should be available very shortly—
it is in the printer’s hands—will have all this information in it and if you have
our annual report for last year that has it up to the end of March, 1957.

Mr. JorGENSON: Is it in this report?
Mr. CHESTER: Yes.

Mr. FLEmING (Eglinton): Perhaps with that in mind it might complete the
record if you just give the figures for 1957-58 pending the time when the
1957-58 report is available for distribution and members could just build on
the facts they have in the ordinary course in the 1957-58 annual report.

Mr. CHESTER: Do many of you have the annual report? We have a few. I
do not think we have sufficient for everybody: we will distribute what we
have.

I will give you from April 1, 1957, to March 31, 1958, which, added to
the totals you have, will make the present total. British Columbia $542,530;
Alberta—

Mr. DoucerT: Mr. Chairman, would it be possible to get the number of
loans with the amount?

Mr. CHESTER: Yes.

Province No. of Loans Amount
British . ColtmmDior, il oot bbb s b it 98 $ 542,530
s A Rt L S e e TR Y 570 2,608,546
A T e 1) R W M SRS s S N ) 1,076 5,467,085
KIS B i ol Ao Seps 1 s S p s s D ke L e 393 2,010,225
ORBRRIEDT ol o dra s Rt A N T S 2 s 984 17,003,846
Quebtp s R L TR s lima s S 122 636,180
Nk Brouswick: o, Sl ¥ L ek s i 64 282,333
NI S BORIE 2 Lo oiilins ot s v b e el 53 280,729
PrinteTdwardaslang oL F i i S opai EoTE N 140 512,081

The total number of loans is 3,500 and the amount is $19,343,560.

Mr. FremanG (Eglinton): Perhaps it might be well if Mr. Chester just made
a comment on the Quebec figure, which may look low by way of indicating
the situation in regard to the provincial sources of agricultural credit.

Mr. HALEs: I wonder if he would compare the low with the high? Why
is Saskatchewan so high?



AGRICULTURE AND COLONIZATION 21

Mr. CHESTER: Well, there is much more farm land in Saskatchewan than
there is in Nova Scotia, for instance. It is really the volume of the applica-
tions and the extent of farms in the province which pretty well governs the
amount of money we loan.

In connection with the figures in Quebec, up until a very short time ago
Quebec was the largest borrower from this board of any province in Canada.
I think it was in 1936 the Quebec Farm Board was inaugurated and up until
1950 they charged an interest rate of 3} per cent. I believe it was 3} to start
with. It is presently 23.

Mr. LaToUuR: The rate of interest on that Farm Loan was 239% and the
terms for reimbursement were 39 years. The total amount loaned by that office
was over $154,000,000.

Mr. CHESTER: In the 1930-31 session, the Quebec legislature enacted legisla-
tion to contribute towards loans made to farmers and to rebate interest rates on
loans made by the Canadian Farm Loan Board in the province of Quebec to
the extent of 14 per cent. Our interest rate at that time was 64 per cent. In
effect it reduced our interest rate to the borrower to 5 per cent. This only applies
to the province of Quebec. This legislation remained in force until December 1,
1950, when interest rates to Quebec farmers were then 3 per cent. In 1936 the
province of Quebec through their L’Office du Credit Agricole du Quebec charged
a very low interest rate, but they continued until the year 1950 to subsidize this
board’s interest rate charged to farmers in Quebec. In other words, no matter
what our interest rate was, they paid the difference between our rate and 3
per cent. They reduced our rate by 1% per cent.

From 1940 to the end of 1950 Quebec was the best customer of this board.
The board made 7,895 loans on first mortgages, 2,876 on second mortgages, for
a total of $17,128,787.30. From January 1951 until the end of March 1957,
Wwhile our business was greatly increasing in other provinces across Canada,
only 958 loans totalling $3,354,000 were made in the province of Quebec. That
is because the Quebec government discontinued subsidizing the interest rate
of this board to their farmers in 1950, so that the effective rate on our lending
to farmers in Quebec since 1950 has been exactly the same as in other provinces,
nhamely 5 per cent.

Mr. JorRGENSON: There was a question I asked about the purpose of the loan,
and I am interested particularly in last year.

Mr. CHESTER: In 1957-58, to buy land or pay land secured debts, 63.4 per
cent; to pay other debts 21 per cent; for livestock, machinery and improvements,
11.7 per cent; sundries 3.9 per cent.

Mr. ForBes: Could we determine whether or not the young fellows are get-
ting in on this? Have you any figures in respect of the numbers of young
farmers who are covered under this?

Mr. CHESTER: We can obtain that information for you.

Mr. HorNER (Acadia): I have a question in respect of the purchase of farm
land. Is it strictly grass or grazing land?

Mr. CHESTER: Any land?

Mr. HorNER (Acadia): Does it have to be cultivated?

Mr. CHESTER: No.

Mr. HorNER (Acadia): To what extent does the farm land on which you
are going to borrow money have to be built on? Does the loan have to involve
a mortgage on the set of buildings?

Mr. CuesteR: Included in our security there should be a set of buildings
nhecessary for the proper operation of the farm.

Mr. HornER: (Acadia): Suppose a person is enlarging his holdings, on a
new mortgage would he have to take his old farm in under that mortgage?




22 STANDING COMMITTEE

Mr. CHESTER: Generally speaking that is the best procedure for him
and for us.

Mr. HORNER (Acadia): I note that in 1957 the board paid $40,000 in in-
come tax and this year probably paid a little more. I think we should definitely
lower the interest rate, because 5 per cent over a period of 15 years runs into
a lot of money.

Mr. CHESTER: If you only lowered it by the amount of our surplus earn-
ings you would not be lowering it one-tenth of one percent.

Mr. HorNER: (Acadia): Still you should lower it. I do not think that any
government business ought to make money. Our first thought should be to do
service to the people. We should lower it down to around 33 per cent so that
the farmers could borrow it with a reasonable chance of paying up the loan
over a period of years.

Mr. FLEMING (Eglinton): Do you realize that that would mean a subsidy?

- Mr. HorNER (Acadia): Perhaps. Looking at the table, our administration
costs are half of one per cent. Probably we could lower the administration
costs and maybe our loans would benefit.

Mr. FLEminNG (Eglinton): It must be realized that takes us further in the
field of credit. The rate which would reduce the over-all cost of operation
would hardly be a reduction which would take you further in that field. I
take it that the ground on which parliament would consider any further
extension of credit is on the basis that this is serving a national need. I think
we will have to accept the fact, if anyone is proposing a rate of 3% or 4 per
cent, that it would mean a subsidization out of the federal treasury. There is
just no elasticity to reduce the cost of operation to the point where you can
lop off half of 1 per cent without subsidization.

Mr. HorNER (Acadia): I think present farm conditions perhaps warrant
subsidization. In a great many cases the farmers have to enlarge holdings in
order to enable them to become an economic unit. If that is the case, I think
we should perhaps subsidize them for three or four years until they are able
to produce economically under present conditions.

Mr. MoNTGOMERY: Mr. Chairman, I find that if a person waits long enough
here he eventually gets the answers to some of his questions. However, there
is one thing I would like to ask Mr. Chester. Have you any way of judging
or knowing, under your appraisal system, whether or not there is a fair
appraisal made? I can only speak of situations which come to my mind and
which are in my own constituency or in bordering constituencies. I think one
of the difficulties which is causing a great deal of the criticism of this act at
the present time, to the effect that farmers cannot obtain loans under this act,
is the fact than an appraiser will go out and he will appraise one farm in a
community, we will say, at $6 or $7 thousand, and that man will get a loan;
in a community very close to this community, another farm will be appraised,
which every one in the community knows is just as good a farm or is just as
good a risk, and that farmer will not be appraised as highly.

Our trouble in my area, down east, is with the appraisers. There is a
branch office in Saint John and your appraisers there, and no doubt your
people at the head office, feel we are in a very speculative business, the potato
business. There has been in the past some quite heavy losses. However, I
wonder if you have any way of determining the fairness of the appraisals?
I am not criticizing; I am only carrying forward the criticism which I hear.
I know, in some instances, we could not criticize the appraiser. I know him
very well. But, there are cases which were turned down which I do not
think were justified.

I wonder if you have given any consideration to having an appeal board
set up. Such an appeal board need not cost anything. One could be established
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in each constituency to permit a farmer who feels he is aggreived and not
being treated as well as his neighbour to appeal the decision of the appraiser
to the appeal board. This appeal board could consist of the county court
judge, another farmer and a good businessman. They need only sit once a
year during the summer period or the fall.

I notice, by looking at this book, in New Brunswick I do not think there
are too many cases, unless they loosened up last spring. We do not have any
complaint in respect of the term of forty years. I think it is a long enough
period for anyone to have to repay a loan. I have never had any objection on
that score. Also the amount, I think, is fair; but when a man applies for a loan
of $3 or $4 thousand and the board comes back and offers him $1,300 or $1,400
or $2,000, then there is something wrong with the appraisals. Even when the
banks are lending a man without security considerably more than that, the
board has turned down loans.

The whole trouble seems to be with. the uniformity of appraisals. The
question which I would like to ask is: are you satisfied with the the appraisal
system which you have?

Mr. CHESTER: Are you speaking of New Brunswick in particular?
Mr. MONTGOMERY: Yes.

Mr. CHESTER: Right at this moment we have our chief appariser in New
Brunswick. He is there for a month and one of the purposes of his visit is to
determine the questions which you have asked. We believe we have been
fair, but we have had some complaints and we are in the process of checking
on that.

I might say that the applications for loans which are declined in New
Brunswick are all sent to the head office for observation before they are
finally declined. At head office we treat these impartially and attempt, if
anything, to favour the applicant. We have yet to see anything come before
us which was declined where the appraised value had anything very much
to do with it; generally, there are other circumstances which are quite
involved. : :

I have corresponded with some of the members here and some have called
me. We are perfectly willing at all times, within the limitations of the con-
fidential nature of our business, to explain to you the reasons why we have
taken whatever action we have taken. Generally speaking—I think I might
say always—everyone to whom I have spoken in that regard has agreed we
have had a sound basis for the decision which we have made.

Mr. MoNTGOMERY: I would like to say I have been one of those who, I
think, spoke with Mr. Chester over the phone, and as far as cooperation
is concerned I could not ask for anything better. I want him to know I
appreciate all the help he has given me.

There is another matter. Do you take into consideration the age of the
applicant? I know there have been some cases in which I might agree with
the board where a man of 45 or 50 years of age is involved. But in the case of
a man 35 years of age, would his age be taken into consideration?

Mr. CHESTER: The age is taken into consideration; also his experience
and ability as a farmer, his attitude towards debts, and his previous record
of repayment of debts to others. Certainly it is not only the value of the farm
upon which we make a loan.

Mr. MoNTGOMERY: We have quite a few of our farmers who are not large
farmers. They have perhaps 100 to 150 acres. They may have 50 or 75 acres
in a wood lot of hardwood, some poplar, and a good farmer may regard that
land as being just as important as cleared land. But I understood the board
takes that very little into consideration when loaning money.
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Mr. CHESTER: We cannot place as high a value on it as some people think a
wood lot is worth. We certainly take it into consideration when considering
his repaying ability, which is an important factor in making a loan.

Mr. FLEmiNG (Eglinton): Mr. Chairman, would you excuse me. I have
to attend a cabinet meeting now. I will make myself available if there are any
questions on policy on which the committee would wish me to be present
on. Mr. Chester will be here to deal with any matters concerning operation.

The CHAIRMAN: Thank you Mr. Minister. I would suggest that the mem-
bers confine their questions to matters of operation and not policy from now
on.

Mr. SoutHaM: I was going to make a remark supplementary to what
Mr. Campbell said. In Saskatchewan, from where I come, due to agrarian
changes which are taking place out there in the larger farms in order to
make them an economic unit, and because of the acceleration of automation
which goes along with that, I do not think a $15,000 maximum is enough in a
loan. I would like to suggest that be taken into consideration. There is a
vast economic change taking place; it is just evolution. I think we have to
accelerate our plans and our maximum in order to keep in step with what is
taking place.

The CHAIRMAN: I believe that that would be a question for the minister
to answer.

Mr. BRUNSDEN: Mr. Chairman, I am interested in the paragraph at the
bottom of page 2, lending powers, and running down to the end of the
paragraph on page 3. Would Mr. Chester give us a few words in respect of
the relationship, or perhaps the lack of relationship in so far as my part of
the country is concerned, between the lending ability of the board and the
actual lending procedure of the board? What I mean by that is this: I have
a very close connection with the Canadian Farm Loan Board. Their appraisals
are sound. However, they certainly are not related to the market values, and
they cannot be. In very few cases in the province of Alberta, and I am speaking
particularly of the south, is a loan approved for more than one-third of
the appraised value. If the loaning ability is 65 per cent of the appraised value,
I am wondering why the one-third feature not only is introduced but adhered
to in most instances? I am not speaking eritically, but rather I am looking
for information.

Mr. CHESTER: To begin with, I think your figure of one-third is very low.
I can find out what our average loan is as expressed in a percentage, but
I believe it would be very much higher than that. Many people do not apply
for a 65 per cent or a 50 per cent loan. A man may have a $10,000 farm
and only apply for a $2,000 loan. There are many loans made in Alberta,
as in other provinces, at the appraised value of 65 per cent.

Mr. BrunspeN: I would say that the majority of the applications are
reduced from the amount applied for.

Mr. CHESTER: You mean reduced by the board; a man applies for $5,000
and we approve $4,000. Is that what you mean?

Mr. BRUNSDEN: Yes.

Mr. CuesTeR: The incidence of that is very, very seldom in the last year
or two; although there was more of an incidence previous to 1956.

Mr. BRUNSDEN: I am very glad to hear that.

Mr. CrEsTER: There has been a vast improvement in that respect.

Mr. BrunspEN: I should add that most of my experience has been on
irrigated land which is not within the purview of the board and that may
be one of the reasons for the low appraisals. It is very difficult for a man
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in my part of the country to secure a loan in an amount of more than $3,000
on a quarter section of irrigated land. $3,000 applied to the purchase of an
additional piece of land including livestock and including any arrears of
debt is a very modest amount.

Mr. NASSERDEN: How do you invest the reserves, if you do?

Mr. CHESTER: In farm mortgages; we have it loaned out and we also
have our capital loaned out in farm mortgages.

Mr. MiLLiGAN: Does the board pay interest to the government?

Mr. CHESTER: We certainly do. We are paying 4 per cent interest and
are charging 5 per cent.

Mr. Muir (Lisgar): I would like to ask Mr. Chester if, in the light of
the board’s past experience in making loans, would he feel that parliament
would be justified in increasing the amount of loan available to each individual

Mr. CHESTER: Are you referring to the maximum loan of $15,000? That
is not within my purview.

Mr. Muir (Lisgar): In the light of the experience of the board in respect
of the manner in which these loans are being repaid, as well as your smaller
loans—I do not want to put you on the spot—how many loans have you at the
maximum?

Mr. CHESTER: We would have to look that up. I think we have a per-
centage.

The CHAIRMAN: I think that is quite important.

Mr. CHESTER: These are loans approved for all provinces: there were
3,850 loans approved, of which .5 per cent were in the amount of $1,000 or
under, a negligible amount; 55.9 per cent were between $1,001 and $5,000.
Twenty per cent were between $5,001 and $7,500; 13.1 per cent were between
$7,501 and $10,000; 4.4 per cent were between $10,001 and $12,000; 2.5 per cent
were between $12,001 and $14,999; 3.4 per cent were in amounts of $15,000.

Mr. Muir (Lisgar): In that case, referring to the figures, there would
be a very small percentage who would require amounts over $15,000.

Mr. CHESTER: In respect of the total I would say the answer is yes.

Mr. MILLIGAN: Mr. Chairman, I do not have any criticism of the board,
or the appraisers, but the experience I have is that this act is not covering
what it set out to do. I believe this act was introduced in order to help the
young man. Take the average farm of $15,000; an equity of 65 per cent of
.what he paid for the farm would be tough enough. But, when you take
the agricultural productive value into consideration the amount of the loan
is cut down to about a third of the value of that farm. Take a farm of $15,000
and a young man goes out to buy it. Sixty-five per cent of the value would
be $9,750. He has to have the balance of that in cash. I think we should be
prepared to go further. From my experience in my riding, anyone who wants
to get a loan has to put up security. If it is a young man, his father or some-
one else has to have a farm to put along with it in order to provide the
security to buy the adjoining farm. And it seems to me that anyone could go
out to any individual borrowing institution and get that, but the man we
want to help is the young man who is the one who wants to get established
on the farm.

Mr. HorNER: Along that same point, Mr. Milligan said a farm valued at
$15,000. The actual selling price of that farm would be $20,000 and the board
says it is $15,000. That is where the appraisal value has to come into con-
sideration because the real estate value of the farm is a lot higher and yet
in these cases that is what the board values it at and when you take 65
per cent of the board’s valuation of the property that is lowering it down
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to perhaps maybe 50 per cent of the real estate value of that farm or the
selling price of that farm and I definitely think the appraisal value should
be raised to about 90 per cent, or 90 per cent of the appraised value of the
farm.

Mr. Muir (Lisgar): I would just like to ask another question on the
same line. Does the board use the assessed value?

Mr. CHESTER: Municipal assessment?

Mr. Muir (Lisgar): Yes.

Mr. CHESTER: No, there is too much variation in that.

Mr. ForBeEs: Mr. Chairman, just on that point. In Manitoba we have
a government system of assessment and that assessment is made by competent
assessors, they are mostly agricultural graduates and the assessment is based
on the location of the property and the productive ability of the soil. They
take soil samples from four different parts of a quarter section and it is
analyzed and they know the capacity of that soil and that is almost completed.
They have completed over two-thirds of the province and I think it would be
of great assistance to the lending board in establishing the lending value on
that land.

Mr. CHESTER: I wish all other provinces had the same thing. I should
qualify that statement I just made. We do use it in connection with our valua-
tions in Manitoba for comparative purposes. We can see whether we are close

or out. If we are out we want to know why. We do use that equalized
assessment in Manitoba.

There also is one in Saskatchewan which is in the process of being brought
up to date and I-understand Alberta is also in process of having equalized
assessment. When you have them you have a very good formula for comparative
purposes and we do make use of them wherever they are available and it is
available in Manitoba.

Mr. ForBes: I am glad you said that.

Mr. SoutHAM: Is ability taken into consideration in each case when you
are making a loan?

Mr. CHESTER: Oh, very much so, yes. Our act requires us to do that. His
character and his ability are all taken into consideration.

Mr. SoutHam: We have in Saskatchewan right now quite a bit of emi-
gration from the farm into other provinces to industry due to the fact that they
do not think they have the economic ability in agriculture there. A lot of
them are getting away from the farm environment and you have the remark
that too many strings are attached to getting these loans and I think they have
been a little too stringent in appraising them. I often wondered if that factor
was considered enough.

Mr. CHESTER: It is one of the most important consideration when you loan
money.

Mr. Gunprock: I would like to ask Mr. Chester if there is a relative scale
for repayment in regard to the applicant’s age?

Mr. CHEsTER: No, there is no limitation on the age other than he must be
of legal age, 21, and we have made loans to persons as old as—I was going to
say 81, I think maybe it would be a little exaggerated, but certainly in the 70’s.

Mr. GunpLock: Still with the 25-year loan?

Mr. CHESTER: Yes, we will make a 25-year loan to a man of 70. We do not
anticipate that he will pay it off, but somebody will eventually.

Mr. Gunprock: While I am speaking I would like to say for Mr. Chester’s
information that equalized assessment is also available in Alberta and it is a
very good one.
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Mr. CHgSTER: Have they got it completed in Alberta?

Mr. GunpLocK: As far as I know it has been completed over a year.

Mr. CHESTER: Well, we have all the information on it, I did not know that
it was completed.

Mr. Hicks: Is poultry included as livestock in the loans and_if not why not?

Mr. CHESTER: Well, poultry, of course, is livestock, but we do not loan on
the basis of livestock. That is not any security for our loan.

Mr. Hicks: Not at all?

Mr. CHESTER: No, we cannot make a loan against livestock nor can we
make a loan against the security of machinery. Chattels of any kind are
not security for our loans and we cannot base a loan on that. The only thing
we can loan on is the land and buildings, nothing else.

Mr. NasserpeN: To get back to the question of the 65 per cent. Without
consideration for a person’s age and experience and adaptibility have there
been any cases where you have made loans in excess of 65 per cent of the ap-
praised value of the property?

Mr. CHESTER: We are not allowed to. The law will not allow us to. The
answer to that would be no.

Mr. NASSERDEN: What I am getting at is, how do you figure that you ever
take into consideration the adaptability of a farmer in regard to a loan?

Mr. CHESTER: We take his character into account and his ability as a
farmer. What do you mean by ‘“adaptability”?

Mr. NAaSSERDEN: That is exactly what I have been referring to. It would
mean that he has security according to his 65 per cent?

Mr. CHESTER: Within our limits, yes.

Mr. NASSERDEN: But it never goes above?

Mr. CHESTER: No, the law will not allow us to go above 65 per cent nor
will it allow us to go beyond $15,000.

Mr. BouLANGER: I have seen a report made by the Veterans’ Land Act, a
good report. Do you think it would be a good thing that the Farm Loan Board
would do the same inquiry and know the need for money and all kinds of
things in the future?

Mr. CHESTER: I do not think that is within our purview at all.

7 Mr. SouTHAM: Is there any counselling in connection with the appraisal
in getting these loans through to young farmers? I find a lot of our younger
group where someone comes in and is appraising an application and there is
a certain amount of advice given by people who have agricultural authority.
I think there is a very important education in connection with this in the
national economic set-up with all the accelerated changes taking place and
switching from the old methods to the new and with this you should require
better economic and bookkeeping systems. Is there any educational program
along that line?

Mr. CHESTER: No, we do not have any extension division within our
board. We could not possibly do it within the framework of our act which
requires us to pay all expenses on everything we do and maintain our moderate
interest rate, but I might say this, that our appraisers are sound. They are
men of experience and at the time they make a loan they discuss the purpose
of the loan very thoroughly with the applicant. The applicant might want it
for some purpose and our appraiser thinks it should be used for another purpose
to his benefit. That is discussed at the time of the making of the loan and
the final decision, of course, is always left with the applicant. But these
things are pointed out.
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Mr. SoutHAM: I feel the matter of farm economy in increasing long-
term loans to farmers in western Canada is one of the most important
aspects we have to deel with in the economy set-up we have. That is some-
thing that I think is very, very important if by accelerating the agricultural
representatives working any place, appraisers, and so on, and I understand
from what I know of Ontario farmers the way the Farm Board works down
here, if there is supplementary supervision of young farmers it helps to
make the incidence of repayment so high. They are all dovetailed together
to a successful conclusion as far as your board is concerned of repayment and
to the benefit of the farmer himself. I do not see too much of that in western
Canada and I think it is one of our problems.

Mr. JORGENSON: Mr. Chairman, I doubt very much if it is possible for the
Farm Loan Board to go into this field. I think the farm board for the purpose
it was created is doing a reasonably good job but I think to go into this other
field which has been mentioned on several occasions here would require the
setting up of an entirely different administrative unit such as they have under
the Veterans’ Land Act and I think that this is the only way this problem
could be handled which would defeat entirely the purpose of the board.

Mr. HoRNER (Acadia): There has been no mention as to when the apprais-
als were made. I understand the appraisals extend from September 1 to
December 1. I see a possibility of appraising it throughout the winter with
soil maps and advice of real estate agents in the district. In my constituency
I can practically tell you the value of the land whether in the middle of
the winter or not. Anybody who has been farming in a country for eighteen
or twenty years knows what that land will produce and whether it is in the
middle of the winter or not they will have an idea.

Particularly I think in Alberta the farmer takes his net worth statement
in the fall of the year mainly after he has sold his cattle for the winter, he
knows what grain he has got in his granaries and what grain he can sell. He
takes his net worth statement in the fall, he reviews the whole thing, he says:
“I am either going to give up farming or enlarge and buy more land”. He
makes his estimate in the fall of the year and in the spring nine farmers out
of ten are dead broke. They have maybe got enough to carry on for the
summer with the aid of a bank loan, put in their crop and wait for next fall
again. I think there should be some thought given to the appraising of the
land up to the first of the year it not all winter long.

Mr. CuesTER: Well, in regard to that there are no restrictions as to
dates. The restriction is the soil frozen or is it covered with too much
snow, that a proper examination cannot be undertaken. That is the only
restraining factor there. In some provinces we appraise all winter long
where weather conditions permit it. The lower mainland of British Columbia,
the southwestern part of Ontario, places like that where the climate is much
milder. Soil maps tell you about the land. They do not tell you anything
about the buildings. They don’t tell you anything about the state of cultivation.
They do not tell you anything about the weed situation, the fertility of the
soil. Those things have got to be seen and our act requires that before any
loan can be made it must be inspected by an appraiser of the board. Our
act requires that.

Mr. HorNER (Acadia): Maybe there was an exception in the last two
years but over the past few years it has been proven that the Farm Loan Board
has not been very active and has not certainly done all it could be doing
particularly in the western part of Canada.
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The CHAIRMAN: That may be all right in Alberta but I know in Ontario—
and I think Ontario members will agree with me—that it would be impossible
to make an appraisal of our Ontario farmland.

Mr. SPEAKMAN: Mr. Chairman, just on a point of information, does the
Farm Loan Board, Mr. Chester, supervise their loans much in the same manner
as the Veterans’ Land Act? ’

Mr. CHESTER: I would have to have that word “supervise” explained to me.

Mr. SPEAKMAN: This Veterans’ Land Act have a staff who are counselling
all the time. They are sticking right along with the veterans who are under
their supervision and typing them as to groups and advising them as to their
livestock problems and that sort of thing. You do not have a staff to do that,
I presume?

Mr. CHESTER: No. The supervision that we give usually comes when a man
falls in arrears. This might be similar in the case of the Veterans” Land Act
in certain instances anyway. At any rate we do supervise the loan when it
falls into arrears. We go up and make calls on him and see what the reasons
are and make suggestions if there are any.

Mr. SPEAKMAN: But as long as the man is in good standing you pay no
attention to him?

Mr. CHESTER: That is right.
Mr. SPEAKMAN: The Veterans’ Land Act, of course, are supervising both
the successful and unsuccessful and I wondered if you did that?

Mr. CHESTER: There is no demand for it amongst our borrowers and if we
did that our costs of administration would pyramid very, very rapidly and
You would never be able to maintain a reasonable interest rate providing you
had to pay for those services.

Mr. SPEARKMAN: I think that many of those borrowers would resent it, too?

Mr. CHESTER: Yes, our borrowers are generally pretty sound farmers and
for us to go and tell them how to farm we would really be in trouble.

Mr. LETOURNEAU: Mr. Chairman, owing to the fact that we have a
provincial loan limited at $8,000 would you give me, Mr. Chester, the percent-
age of the loans in Quebec that are above that amount?

Mr. CHESTER: I can get it for you.

Mr. LETOURNEAU: Would you do that for me?

Mr. CHESTER: Yes.

The CHAIRMAN: Gentlemen, I believe our time is running out. There is
another group coming into this committee room immediately. I have dis-
cussed it with the clerk that we meet again on Thursday at 9 o’clock. Would
that be satisfactory? Tomorrow is caucus, you know.

Mr. JORGENSON: Are we going to carry on with this bill?

The CHAIRMAN: We will adjourn now and then continue on.

Mr. JORGENSON: It is not your intention to go through this now?

The CuaRMAN: No, the minister suggested that he will be in on Thursday
if possible and he will be able to take up the mechanism of the bill, etcetera.

Mr. SpeakMAN: Might I suggest Veterans Affairs are meeting Thursday
too and a good many members of this committee are members of Veterans
Affairs and we were given to understand that these two committees particu-
larly would correlate their times.

The CuamrMAN: I will try and arrange that with the clerk.

Mr. ForBes: Could I have one more question?

The CualRMAN: Just one.
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Mr. ForBES: How many appraisers have you got in the province of
Manitoba and do you always have a local man as appraiser?

Mr. CHESTER: In Manitoba we have three permanent appraisers. They
work out of Winnipeg.

Mr. ForBes: All out of Winnipeg?

Mr. CHESTER: Those three, yes. We have six part-time appraisers spread
around the province.

Mr. ForBes: Could I ask you who the appraiser is for the Dauphin area?
Have you a local man there? Is that a fair question?

Mr. CHESTER: We have a man at Swan River who just comes down to
there and then the balance is done for Winnipeg.

The CHAIRMAN: Will somebody move the adjournment of this meeting?
Moved by Mr. Nasserden and seconded by Mr. Letourneau that we adjourn.
—The committee adjourned.
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REPORTS TO THE HOUSE

WEDNESDAY, July 23, 1958.
The Standing Committee on Agriculture and Colonization has the honour
to present the following as its
SECOND REPORT

Your Committee recommends that it be granted leave to sit while the
House is sitting. !

Respectfully submitted,

HAYDEN STANTON,
Chairman.

THURSDAY, July 24, 1958.
The Standing Committee on Agriculture and Colonization has the honour
to present the following as its
THIRD REPORT

Your Committee has considered Bill No. C-38, An Act to amend the Cana-
dian Farm Loan Act, and has agreed to report it without amendment.

A copy of the Minutes of Proceedings and Evidence adduced in respect of
the said Bill is appended.

Respectfully submitted,

HAYDEN STANTON,
Chairman.
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MINUTES OF PROCEEDINGS

THURSDAY, July 24, 1958.
(3)
The Standing Committee on Agriculture and Colonization met at 9.10 a.m.
this day. The Chairman, Mr. Hayden Stanton, presided.

Members present: Messrs. Barrington, Boulanger, Brunsden, Cadieu,
Campbell (Lambton Kent), Doucett, Fleming (Okanagan-Revelstoke), Forbes,
Forgie, Hales, Henderson, Hicks, Horner (Acadia), Howe, Jorgenson, Gundlock,
Kindt, Knowles, Latour, Letourneau, Milligan, Montgomery, Morissette, Nas-
serden, Noble, Rapp, Richard (St. Maurice-Lafléche), Rompré, Smith (Lincoln),
Southam, Speakman, Stanton, Thomas, Tucker, and Yacula—35.

In attendance: From the Canadian Farm Loan Board: Messrs. F. L. Chester,
Commissioner; E. O. Bertrand, Board Member; W. A. Reeve, Secretary; R. M.
McIntosh, Chief Accountant. From the Department of Agriculture: Messrs. J. F.
Booth, Chief Economics Division; A. H. Turner, M. E. Andal, and R. Fortier,
all of the Economics Division.

The Committee resumed consideration of Bill C-38, An Act to amend the
Canadian Farm Loan Act.

Mr. Chester supplied information to questions asked at previous meeting,
Wwas further questioned and retired.

Dr. Booth, having been introduced to the members of the Committee, read
a detailed statement on Rural Farm Credits and was questioned.

Mr. Turner, having been introduced to the members of the Committee,
made a brief statement amplifying the Minister of Finance:’s 'statement of
July 16 on the Resolution preceding the introduction of the Bill in the House.

Dr. Booth was further questioned and was permitted to retire.
Clause I, the Title, and the Bill were adopted.

Ordered,—That the Chairman report the Bill without amendment.
The Chairman thanked the officials for their assistance and co-operation.

At 10.20 a.m., the Committee adjourned to the call of the Chair.

M. Slack,
Clerk of the Committee.
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EVIDENCE

THURSDAY, July 24, 1958
9 am,

The CHAIRMAN: Gentlemen, kindly come to order. We have the good
fortune of having with us witnesses from the Canadian Farm Loan Board and
from the Department of Agriculture to discuss, generally, rural farm credits.

I would suggest that since we had a pretty good discussion of the bill
the other day, Tuesday, with Mr. Chester, that we get this bill through the
committee as soon as possible because the minister desires to have this bill
Passed through the standing committee so he may bring it up in the house as
quickly as possible.

If that is the wish of the committee, let us take as little time as possible with
Mr. Chester and bill C-38 and then go on with the other witnesses. Is that
satisfactory to the committtee?

Agreed.

Are there any questions you would like to ask Mr. Chester?

Mr. Howe: I was just wondering. The fund is pretty well depleted at
the present time, in this Canadian farm loan board, and that is why we have
to have this bill?

Mr. F. L. CHESTER (Commissioner, Canadian Farm Loan Board): Yes. At
the present time our best guess is that we will not be able to make any
Ccommitments after about August 15. That is we shall have committed ourselves
to $80 million, and we cannot borrow any more until this bill is through the
house.

Mr. Howe: Does the fact that you are getting close to that danger point
have the effect of slowing down the actual processing of loans?

Mr. CHeSTER: No, not at all. We disregard that. We hope the bill will
be passed before August 15. :

Mr. Howe: I know of an applicant who has been notified that he will get
a loan. How long does it usually take after a loan has been approved for the
applicant to receive the money?

Mr. CHESTER: As soon as the loan is approved we offer the loan to tl_le
applicant but sometimes there is a bit of delay on his part in accepting it.

he minute we have his acceptance, the application is automatically turned over
to our solicitors. They have to do the legal processing, draw the mortgage,
Search the title, and carry out the legal requirements.

Sometimes that work is done very quickly while at other times there are
Complications which delay it. It is out of our hands, once it is in the hands of
our solicitors.

We try to keep after our solicitors all the time to have them do their
Processing as quickly as possible. But there are complications which arise
Such as with estates, individuals, distances, and various things.

But once an applicant has been advised that a loan is approved, it is in
the hands of our solicitors. However, if the applicant is in an emergency
and has need for the funds, generally speaking, he can always go to his
banker and borrow against our commitment, whereupon we would pay the
bank instead of the other creditors.
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So wherever we see an indication of that kind we attempt to tell our
applicant that he can do this—that is, go to his banker and borrow against our
commitment, and we will pay the money to the bank as soon as all the legal
processing is done.

Mr. HALES: In view of the fact that this fund is almost depleted now, and
with the return of your money spread over a greater length of time, and with
the increase in applications which you have, I wonder if this increase is
enough for you to carry on your operation?

Mr. CHESTER: Our guess is that this will carry us along. We anticipate
$30 million business this year which is quite a large amount of business as you
will agree.

We also anticipate the collecting of principal from our present borrowers
in the amount of about $5 million.

This sum might be less or it might be more but we think it will be in
that neighbourhood. So we shall borrow from the Minister of Finance close to
$25 million.

We also have a refunding issue of $5 million coming due on December
1st of this year.

I would say that from present indications $120 million of borrowing
power will last us a year and a half, possibly two years.

Mr. Yacura: I would li'ke to have some information. I notice that the
authorized capital has been .1ncreased to $6 million and that you multiply it
by twenty. How do you arrive at that figure of twenty?

Mr. CHESTER: That is in our act. The act says that the minister may loan
to the board to the extent of twenty times the capital stock of the board.

Mr. Yacura: Why not pick a figure of thirty, or some other figure?

Mr. CHESTER: The act says twenty. It means that you have five per cent of
your investment in capital, which is just about the minimum amount of capital
which you should have for a business of this type.

Mr. JORGENSON: You said there had been some changes made in the act a
couple of years ago. Were those changes made in the form of an amendment
to the act?

Mr. CHESTER: Yes.

Mr. JORGENSON: Or were they simply changes in the methods?

Mr. CHESTER: There were changes in both regards. The act was changed
very considerably. Our maximum loans were increased from 60 per cent to 65
per cent; in dollars, from $10,000 to $15,000; and in terms from 25 years to
30 years.

One of the factors that has made our loaning more acceptable to farmers
is the elimination from our lending of second mortgages. We do not lend on
second mortgages any more.

That was a short six year maximum term and it had to be secured col-
laterally by a chattel mortgage on livestock and equipment. But that has been
eliminated from our act and no more do we loan on second mortgages, and no
more do we loan on the value of chattels.

Further, I would say that as a result of representations made at this com-
mittee and as a result of our observations, there have been considerable changes
made in the policy of the board within the operations of the board itself.

Mr. JorgeNSON: I think there are quite a number of farmers who do not
know that changes have been made and I think there are some bankers as well
who do not know about it because I still receive many letters from bankers
who base their objection to the act on the restrictions which were in effect
prior to the time that the changes were made.

Is it possible to get a list of these changes? If so, I would not mind passing
them around to the inspectors.
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Mr. CHESTER: I think that they are pretty well covered in the statement
which I made at the last meeting of this committee.

Mr. JORGENSON: You mean in the printed statement?

Mr. CHESTER: Yes. I think you can pick out those changes because they
are listed in the statement.

I think you will recall that an hon. member of the committee suggested
that a lot of the complaints antedated our 1956 amendments. It was just
exactly two years ago that those amendments were made, and we have passed
through only one full fiscal year with those changes in effect. But those things
do not become public knowledge over night.

It is just gradually becoming known about our changes and about our
increased lending.

Mr. ForBES: 65 per cent is the limit of what you can loan on a farm?

Mr. CHESTER: That is what the act says.

Mr. ForBES: And the limit on the capital amount is $15,000?

Mr. CHESTER: That is right, to any one person.

Mr. ForBES: In many areas $15,000 would acquire only a quarter section.
Do you not think it would be a good idea to increase the percentage of the
loan by 90 per cent of $15,000 or increase the total capital to $20,000?

Mr. CHESTER: That is a matter of government policy.

Mr. ForBes: Mr. Chairman do we have the privilege of recommending it
here?

The CHAIRMAN: I think not, Mr. Forbes. We can discuss it to a certain
extent but we must stick to the bill.

Mr. ForBES: Where would one make such a recommendation, Mr.
Chairman?

The CHAIRMAN: Perhaps we may have another meeting on that line
shortly. On second thought, perhaps we had better continue with the other
witnesses from the Department of Agriculture.

Are there any further questions you would like to ask Mr. Chester?

Mr. CADIEU: Since you have discontinued accepting second mortgages,
has it resulted in many more applications being turned down?

Mr. CHESTER: No. Our number of declined applications is less than
Previously.

There were three or four questions asked at the last meeting and I now have
the answers to them.

The CHAIRMAN: Very well. ;

Mr. CHESTER: Mr. Forbes of Dauphin asked for information concerning
the age of borrowers.

With respect to the loans which we made last year—that is the fiscal
year 1957-58—91.2 per cent of the borrowers were 60 years of age or under.

52.6 per cent were 45 years or under, 19.9 per cent were 35 years or
under. These could be compared to the ages of farmers as given by the census
of 1951 which shows of all farmers in Canada 80.4 per cent are under 60 years
of age, and 21.3 per cent are under 35 years of age. You will see by that the
proportion of loans in these age groups compares almost identically with the
age groups of the farmers themselves.

Mr. Forses: I take from that there must be a number of young farmers
having the benefit of these loans?

Mr. CHESTER: Yes, 20 per cent of our borrowers are 35 years or under.

Mr. Montgomery of Victoria-Carleton made some coment -regarding the
appraised values in New Brunswick. This required quite a bit of research
to obtain this answer. However, for loans made last year the appraised
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values were 91 per cent of market values. You have a bit of fluctuation in
New Brunswick in values in the potato areas especially, and that might
account for that difference.

We have figures in regard to Prince Edward Island which is more stable
as far as values are concerned and our appraised values in Prince Edward
Island are 97.5 per cent of market values.

Mr. Brunsden of Medicine Hat made some comment concerning the loans
in Alberta about the board reducing applications and here are the figures for
last year’s loans. 46 per cent of the applications were approced for loans less
than applied for, 44.2 per cent were approved for the same amount as applied
for, 9.8 per cent were approved for a larger amount than was applied for.

In dollars, of the loans made last year, applications were for $3,187,786
of which $2,904,300 were approved which is 91.1 per cent of the total amount
applied for. That is for Alberta.

Mr. Letourneau of Stanstead requested to know how many loans were
made in Quebec over $8,000. Last year there were 26 of these totalling
$287,500. This represents 22 per cent of the total number and 43.1 per cent
of the total amount of loans made in Quebec last year.

I think those are all the questions that were unanswered at the last
meeting. :

The CHAIRMAN: Thank you, Mr. Chester. With the consent of the com-
mittee now, we have with us Dr. J. F. Booth, chief of the economics branch
of the Department of Agriculture, and Mr. A. H. Turner, marketing section of

the economics branch, also the stabilization vice chairman, Dr. M. E. Andal
and Mr. R. Fortier.

I will ask Dr. Booth for a few comments and then Mr. Turner, and
then you may ask questions.

Dr. J. F. BoorH, (Chief, Economics Branch, Department of Agriculture):
Mr. Chairman and gentlemen. I would like to say at the outset by way of
introduction that those of us who are here from the Department of Agriculture
are not associated directly with any of the actual operating credit organizations
and in that sense, therefore, we do not profess to be specialists or have any
intimate knowledge of the operations of agencies such as the Farm Loan Board
which you are discussing.

We were asked last fall by our minister the hon. Mr. Harkness, to make
some review and study of the existing credit facilities in Canada and else-
where, and we have done that. A little later in my remarks, if I may, I would
like to outline very briefly the nature of the material we have brought together.

It was suggested that since the committee is in the beginning of its study
of the credit picture it might be appropriate if I were to refer briefly to some
background because that in a sense might set a basis or give a setting to the
sort of discussion that might follow.

In that connection I fully appreciate, of course, that anything I might say
may be a duplication of something that has been said already and certainly it
will be information which is known to some of you, through your contacts and
your study of this question.

First, considering the various kinds of credit, we first think in terms of
short term credit, credit of a seasonal nature to purchase feeds, fertilizer, gas
and oil, to pay living expenses, to pay labour, and similar operating and living
expenses of that nature. We think of that in terms of being credit for a few
months to a year or so in extent.

Intermediate credit we think of for the purchase of livestock, the purchase
of farm machinery, for financing and similar expenditures of a somewhat
longer duration. Two to three years generally is the term, occasionally five
years, and under some circumstances these loans even run up to ten years.
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Then there is the long-term credit, with which I take it the committee is
more concerned, credit to buy land, to erect buildings, to build fencing, tile
drainage, clearing and breaking land and things of that kind. So much then
for the kinds of credit.

As to the matter of variation of credit structure and use, there are very
great variations in different parts of Canada over a period in this respect.
Climate, geography and topography can affect, for example, the development
of different types of agriculture in different parts of Canada and therefore
affect the credit needs and the type of machinery developed.

Custom and historical background also have an effect upon these things.

Then, as you know, this country is divided broadly into four regions,
agriculturally, and the types of agriculture in general differ quite appreciably.
The prairie provinces particularly are more or less distinct in this respect and
the area where probably the greatest demands have been made upon credit,
at least in fairly recent years.

Now, with respect to jurisdiction I might say a word if I may. In the first
place the provinces have jurisdiction over property and civil rights and these
are related to the nature of credit. Each province has its own system of
registration of land, each determines the kind and the form of security that
may be taken, each determines the procedure to be taken in realizing on
securities.

The federal government has jurisdiction over banking and currency,
interest rates and bankrupcy. Where there is a conflict between federal and
provincial interests in those matters the federal legislation prevails.

Now, with respect to changes in credit requirements— and here I think is
rather an important consideration—in the early colonial agricultural period
of this country the credit capital requirements were quite limited as we think
of them today. Land was relatively free in many instances or relatively cheap
in all cases. In 1893, for example, the average price of land sold by the railway
companies and the Hudson Bay Company was $2.93 per acre, and in 1900 the
price was only $3.27 per acre which is a quite different picture and has a
quite different effect upon credit requirements to what we experience today.

In that period machinery needs and costs were very low. Living costs were
low: farms were more self-sufficient than they are today, farming then was
conducted in areas of diversification where the demand on credit a_ngi capital
requirements was more limited because of the trend of getting a living from
the farm and from the fact that anything that was obtained was more evenly
dispersed throughout the year. i

Credit provided was by local people in those early periods, by other
farmers and from merchants and other people in the community. _Wha.t I am
trying to point out is that the structure of the credit needs was quite different
in this earlier period.

The greatest effect on credit requirement was caused by the western
expansion and by the trend toward larger farms. In that area people encoun-
tered the one-crop type of agriculture where crop hazards were very much
greater than the older, more humid, more diversified parts of eastern Canada,
and there was less self-suffiency.

Methods of marketing were quite different in a one-crop agriculture, where
the sales were made at one period of the year, and so in those days the farmer
had to have credit to carry over the extended period in which there was
relatively little or no income in the fall and winter months. There was limited
income in those earlier days in the western part at least from livestock.

World War I represented in a sense a turning point in the credit needs,
and a great increase in the cost structure came about..

Railway land, for example, and Hudson Bay land in 1918,_the average price
was $18.71 on their sales as against the $3 sum which I mentioned for a period
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only 10 or 12 years earlier. In other words they had gone up nearly six times
since 1900, and there was great borrowing to finance expansion in the war
production program and in the changes in agriculture that were current at
that time.

These changes, particularly the shifting towards mechanization, began to
take place a little earlier than that, about the turn of the century. The decade
from 1900 to 1910, for example, witnessed an increased use of binders, seed
drills, gang ploughs and disc harrows.

From 1910 on, there were still greater changes during the war period
and immediately afterwards, the shifting trend towards power equipment,
which many of you will remember—Ilarge steam tractors and gasoline tractors
and the new large platform ploughs, early headers etc. This meant a new cost
structure for agriculture and greatly increased the expenditures required for
the capital needs of agriculture.

From 1920 to 1930 that trend continued—steam tractors, the earlier combine
and the header which I have mentioned. That type of large scale expensive
equipment came into play during that period.

Then, because of the fact that it was discovered that the west at least
could not operate on 160 acres or even on 320 acres in many areas, that led
to the need of great expansion in the size of farms, and that in turn imposed
requirements on the credit structure.

I would like to point out that that condition at that period was a
necessary condition, a necessary expansion, a necessary development not only
to meet competition elsewhere but to take advantage of the climatic conditions,
the type of land that prevailed in the area where that one crop type of
agriculture prevailed and where this great expansion took place.

So we have during that period a tremendous expansion and a greatly
increased demand on credit facilities.

Then, World War II further amplified this whole picture, with the great
reduction in manpower that occurred at that time on farms, we estimate there
was approximately a 25 per cent reduction in the labour force during the
World War II period, and a greater shift to mechanization again because
of that.

Speaking from memory now I think the increase in sales of agricultural
equipment reached a point of around $250 million a year in certain of those
years. It had actually reached a low point of less than $20 million during the
1930 period. So there was a great expansion in the need for mechanization
because of the changing conditions and particularly because of the reduced
labour force on farms.

The post war period then again was characterized by a great urban and
industrial expansion which still further drained manpower from agriculture
and still further increased the requirements for credit.

That is a sort of hurried summary of the background which leads into
the present conditions in agriculture as we see them, creditwise. Then the
question arises: what has been done to try to meet this changing need.

Sources of credit, then. First with respect to short term or seasonal credit
which I spoke of earlier, the banks have been the major suppliers. They have
not only financed farmers in their seasonal needs but they have also financed
the agencies handling farm product—grain, feed and livestock. Marketing
agencies, cooperative associations and other agencies—the wholesalers and
retailers who have handled farm products—have also financed the merchants,
who have extended a good deal of credit to farmers. They have financed the
garages that handle the repairs and gas and oil, and so on. And until recently

at least they have financed the farm machinery companies on quite a large
scale.
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Then there have been in recent years credit unions in quite a large way
and, of course, throughout the whole period there has been a good deal of
credit by individuals.

~ In the intermediate credit field the banks, under the Farm Improvement

Loans Act, have been the principal suppliers of intermediate credit in recent
years. The extension of grants under the Farm Improvement Loans Act has
been a very large development as you know. Merchants selling farmers home
equipment are still carrying a substantial amount of credit. Lumber companies,
some farm machinery companies or truck and tractor companies are carrying
a good deal of .farm credit, as have been credit unions and individuals. These
are the sources of funds of the intermediate type.

With respect to long-term credit, mortgage credit as it is commonly
referred to, the latter half of the nineteenth century witnessed the introduction
of a considerable number of agencies of the mortgage credit type, particularly
in the east. These agencies later expanded to the west and to all of the
provinces. After 1900 mortgage companies’ loans, and trust and insurance
companies’ loans shifted to the west largely and their operations were on a
very extensive scale.

Loan companies really began in Ontario as building societies around the time
of confederation and then extended their activities. They accepted savings and
deposits; they sold debentures to the public; they originally made long-term
mortgage loans and—well, examples of that type of institution is the Canada
Permanent Trust Company, Credit Foncier and others.

Trust companies have been a factor in the past. They have acted as
executors and administrators of estates; they have accepted savings; they sell
debentures, and they have loaned money on farm mortgages on the same basis
as loan companies and life insurance companies.

I might say that in 1939, according to our records, the loan companies,
trust companies and life insurance companies have been operating also in
agreements of sale on farm loans amounting to approximately $30 million, on
farm mortgages they held, totalling $129 million at that time. That was in 1939.

In 1955, however, these insurance agencies, trust companies and .lqan
companies—their holdings of farm mortgages had been reduced to $32 million
and their actual loans in 1956, I believe, totalled about 3% million.

So the point there is that there has been a great change in the vqlume of
credit extended by these three types of agencies—mortgage companies, loan
Companies and trust and insurance companies.

Now, just referring for a moment or two to government participation in
this field—and then I will conclude this reference at least. Provincial govern-
ments got into the farm lending field of activity at quite an early date. Nova
Scotia in 1912 enacted a Lands Settlement Act; New Brunswick in the same
year introduced a Farm Settlement Board which involved credit extension;
British Columbia in that same period, 1915, to be exact, introduced two act.s,
one called the Agricultural Act, to make loans of three different types, and in
1917 introduced a Land Settlement and Development Act.

Manitoba had two types of government-sponsored loans. In_ 191_7 the
Manitoba Farm Loan Association was formed and in 1917 also' legislation to
establish a Rural Credit Society. Loans of this kind were supplied by private
banks for the first three years. After that the banks ceased to extend credit
under that scheme.

In Saskatchewan the Farm Loans Act was passed in _1917 and carried on
until 1935, at which time it ceased to operate except to wind up loans.

In Alberta in 1917 the Farm Loans Act was passed and also a Cooperative
Credit Act.
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In Ontario an Agriculture Credit Board was established in 1921 to deal
with long and short-term loans; and in Quebec in 1929 a branch of the Cana-
dian Farm Loan Board was established.

In 1936 the Quebec Farm Credit Act was passed. Up until 1956 the facili-
ties in Quebec had loaned up to $134 million and had outstanding at that time
about $83 million.

Now, Mr. Chairman, that in a rather hurried way is a sort of resume of
the development of the credit needs in agriculture, the changing pattern of
that need and a brief reference to the facilities that have been established
over the years to try to provide that kind of credit; and you will recognize
at once the very significant changes.

Perhaps the most significant change is the withdrawal or the greatly re-
duced activities of the farm mortgage companies, trust and loan and insurance
companies. Their activities in the field of agriculture are very, very limited
today compared with the previous operations.

The other significant thing, perhaps, is the efforts made by provincial
governments to develop the credit machinery experience those agencies had
gained before the abandonment of the activities in most of the provinces. In
fact at the present time Quebec is the most active province in the field of
farm credit lending.

Now, I think, Mr. Chairman, that is all I should say and perhaps I have
taken more time than I should have on that phase of the program. If you
wish I will now indicate something of what we have done at the request of
our minister last fall.

The CHAIRMAN: Is that acceptable to the committee?
Agreed to.

Mr. BoorH: Mr. Harkness asked us last fall to give some consideration
to the present credit facilities here and elsewhere and also to examine the
viewpoint of the agencies that have expressed themselves to us, and so on.

With that in mind, the economics division has given some study to the
matter and has prepared some material which, of course, is at the present time
in a tentative form and perhaps in no sense complete.

At the request of the minister we have examined the agencies now in
operation,—that is, the Canadian Farm Loan Board, the Farm Improvement
Loans Administration, the Veterans Land Administration and the Central
Mortgage and Housing Corporation.

Let me say at the outset by way of preface that we have not made a
detailed, critical examination of these agencies. That was not within our power
and certainly was not within our terms of reference. So that our review of
these is essentially a review of the principal activities and the manner in which
these agencies function.

Then, we have also reviewed the provincial agencies and particularly those
that now are in operation, the Alberta Farm Purchase and Credit Act, the
Ontario Junior Farmers Establishment Loans Act, the Quebec Farm Credit
Bureau and the Nova Scotia Land Settlement Board. We have also attempted
to get the information for all private lending agencies.

In the intermediate field we have spent some time with the Farm Improve-
ment Loan people. We have also taken a look at the very limited provisions
in this field in the provinces and some consideration to the limited information
on lending operations of individuals.

Our report in the short-term field refers to credit unions and to banks,
and to the activities of merchants and individuals. That part refers to the
machinery we now have in Canada and its activity.

Then, we have reviewed the credit facilities in other countries, that is,
the countries that are major agricultural countries in the export field or in
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the field of competing with Canada—the United States, the United Kingdom,
New Zealand, France, Germany, Denmark and the Netherlands.

Then that was followed with a review of the studies that have been made
by various agencies with a view to bringing together into one place the ideas
and recommendations of such agencies as various royal commissions—the royal
commission on Canada’s economic prospects which reported a year or so ago,
the Saskatchewan Royal Commission, the royal commission of Nova Scotia
and the commission that operated in Newfoundland and then the views of
the Canadian Federation of Agriculture on the matter of credit needs.

Then, we have considered some possible alternatives for the expansion of
farm credit.

This then is followed by a sort of comparison which gives some indication
of the capital structure of Canadian agriculture today. This gives the farm
indebtedness and credit requirements, at least the farm indebtedness picture
and credit requirements of different types of farms.

This latter information is based upon studies that the economics division
has made over the years, not particularly with respect to farm credit but more
with respect to the structure of our Canadian agriculture, as to the capital
investment in it and the relation of capital to efficiency in agriculture and
other phases of the farm program.

We have, as I say, brought together considerable information on the actual
capital in use in agriculture in different parts of Canada by type of farm—in
groups perhaps I should say.

That then, Mr. Chairman, is the scope of the inquiry which we have
carried on at the request of the minister.

The CHAIRMAN: Thank you, Doctor Booth. I believe now we will call on
Mr. Turner and then throw the committee open for any questions which you
desire to ask the witnesses.

Mr. A. H. TurRNER (Marketing Section, Economics Branch): I don’t know,
Mr. Chairman, that I have to add too much other than just as a point of clarifica-
tion. The Minister of Finance in speaking to the House the other day mentioned
that at the present time a comprehensive study would be made of three dif-
ferent phases of agriculture. At the present time there is a committee of three,
an inter-departmental committee headed by Mr. Abell of the Policy Division
of the Department of Finance and Mr. Rutherford of the Veterans Affairs
Department and myself, as the third member of the committee from the
Department of Agriculture. .

This committee’s purpose as indicated by the Minister of Finance is a
Ccomprehensive study and review. Doctor Booth has already indicated some
of the study that has already been done. The committee’s job, as I see it, is
largely to do what the Minister of Finance said that, we should get this material
plus the views of various of these farmers’ unions and others and get it into
consolidated form for advice of the government within the next two or three
months so that they can be in a position to make recommendations for action.
I do not think I can go too much further other than to say that the committee is
at present discussing and reviewing all the material available including the
study mentioned by Mr. Booth; also, at the present time, the chairman is in
Western Canada and the other two members plan to meet him out there shortly.
We will discuss, with selected representatives of the provincial governments,
farm organizations, and others, matters relating to these programs which have
been suggested, in addition to the technical aspects of credit such as raising the
loan rates and whatever expansion might be considered.

There is also the matter as to the extent to which the guaranteeing of
direct loans should be made policy. I think that a number of the briefs have
recommended subsidies of administration and of interest. This is the type of
general and more intensive review which is going on together with the job of
giving supervisory service to the government for their own policy of action.
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I just wanted to make that statement so that the committee would have it
before them so that they would have a little wider clarification of the statement
made by the Minister of Finance in the House the other day.

The CHAIRMAN: Thank you. Are there any questions?

Mr. Howe: I am wondering what the significance was of the private lending
institutions, insurance and trust companies, withdrawing from the field of farm
credit as drastically as they did a few years ago.

Mr. BootH: The question is: what was the reason for that?

Mr. Howe: Yes.

Mr. BootH: That is probably a field in which there would be some dif-
ference of opinion. I think probably with the conditions in the ’thirties that
agriculture was very hard hit and farm incomes were reduced very appreciably.

Most credit agencies did take a substantial cut in their returns, reduced
interest rates, and even compromises of various kinds in respect of loans.

Mr. Howe: That was not only in regard to agriculture.

Mr. Boots: No; but I think probably a review of the private lending
income structure at that time would indicate that agriculture was perhaps
hit harder than most other groups in the community. In recent years the
other side of that picture is the greatly increased opportunity in the urban
housing field, and in other respects, for the placing of credit. These agencies
have found it is easier to handle and perhaps a little less expensive to oper-
ate under the National Housing Act which has contributed to that develop-
ment. I think it is a combination of at least those two things and perhaps
other things. :

Mr. Kinpt: The Canadian Farm Loan Act, as I understand, is administered
under the Department of Finance. There must be some sound reasons why
this: act is administered under the Department of Finance instead of under
the Department of Agriculture. Is there anyone here who can shed some light
on that.

The CHAIRMAN: That is a question which I, myself, have often wondered
about.

Mr. KinpT: May I, in some way or other have my question answered
before we proceed? '

The CHaiRMAN: Mr. Chester, could you answer this question?

Mr. CHESTER: I do not think so, other than to say, as I understand it,
all lending of money—and you may correct me if I am wrong—by the govern-
ment is through the Department of Finance.

Mr. KinpT: Since there is no one here who has the information and the
answer to that, I would like to go on record as saying, in matters so important
as farm loans, we ought to put the Department of Agriculture back together
and have people making decisions concerning farm loans, long-term, inter-
mediate and short-term credit, like Doctor Booth who know something about
3t

Mr. THOMAS: Possibly the question I am about to ask will have some bear-
ing on the question asked by Mr. Kindt. Doctor Booth, who has been working
in connection with agriculture for a great many years, may have some ideas
on it. Also, if my question is an unfair question then you can simply say no.
Why is it necessary to set up in Canada a special agency for farm loans rather
than have agriculture, like any other of our industries, go into private money
markets and finance themselves?

Beginning back about 1912, as Doctor Booth has pointed out, the provinces
began to get into the farm loan business and- gradually things have developed
so that now the governments have taken up, for the most part, the farm loan
business. What is the fundamental reason back of that? Why should not the
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manufacturers also have special agencies set up to furnish them with credit?
Perhaps they have such agencies of which I am not aware. But, what is the
fundamental reason why the government has to get into the farm loan
business?

Mr. ForGIE: Is it because the farm loans are more or less frozen and the
trust companies, insurance companies and banks do not like this kind of
credit. They have a much better opportunity to gain a higher return on their
money. If the government did not step in to help the farmers, the farmers
would not be able to carry on farming.

For instance, from 1939 to 1953, in Saskatchewan alone, the loans were
reduced from $37 million down to $7 million, in the figures which I saw.

Mr. Hicks: Mr. Chairman, is there not quite a lot of activity right now in
attempting to obtain a small and long-term business loans as compared to
the so-called agricultural loans.

Mr, THoMAS: We have an industrial development bank set up to help
small business, but the operations of this bank have been very restricted up
until the present time.

Mr. ForBes: Part of the answer is that agriculture has been regarded over
the years, due to the fact that they have no security, as rather a poor risk. 1
think that a farmer could still obtain sufficient money from insurance com-
panies if he paid a high enough interest rate. The government, I think, got
into this in order to make money available at a reasonable rate to the farmers.

Mr. BRUNSDEN: The main reason why the government is in this business
would be revealed by the history of losses in respect of farm loans. Has Doctor
Booth ever assembled any information in respect of foreclosure and write-off
of farm loans in western Canada?

Mr. BoorH: No, Mr. Chairman; we have not, as far as I know, collected
any information on that. However, there is undoubtedly a good deal of
information available under the Farmers’ Creditors Arrangement Act which
operated so extensively during the ’thirties. I am afraid I have no information
or help on that point.

Mr. SoutHaAM: Doctor Booth has brought some light on the picture of the
economic change and the necessity for loans being made to farmers and I think
had it not been for the government stepping into the field and being a little
more benevolent in their attitude towards these loans, that we would have
found ourselves economically in a much more precarious position than we are
now. I think the whole trend is that we get more liberal attitudes on.the
part of the lending agencies, due to the accelerated changes taking place in
industry, both in longer term and increased amounts of loans.

I made the comment the other day that I would like to tie in with the:
loaning some sort of supervision as far as the applicant is concerned in an
effort to give him more economic advice at the time he is making an application
for a loan. ;

Mr. HaLES: Has the committee studied the matter to an extent which’
would enable them to come up with any suggestion as to the duplication as
between the provincial and federal loans, for instance the Canadian Farm Loan
Act vis-a-vis the Canadian Junior Farmers’ Establishment Act? I can visualize
a situation where the appraiser for the Canadian Farm Loan Act drives down
a concession road and perhaps meets an appraiser of the Ontario government
going in the opposite direction; they are both appraising land, but there is
considerable overlapping, as I see it, in a very costly operation. '

Mr. BooTH: Mr. Chairman, the committee has not given special considera-
tion to that matter; but it is noted, for example, that the Nova Scotia royal
Commission draws attention to the activities of both the Federal Farm ILoan'
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Act and the Nova Scotia agencies in that province and suggests a combination
of effort which would, in their view, help to eliminate some of that. I would
say that perhaps their recommendations in this respect are not related entirely
to the matter of duplication of costs of the two agencies which are operating,
but perhaps in a certain field it would be more logical to have the two agencies
combined in some way. We have not, to date, given consideration to that.

Actually, there are only three or four provinces in which there is a
duplication of effort, or competition shall we say, and in most instances it is
not, in my opinion, too extensive. Therefore, I do not think I can say anything
more on that. It seems to me it is a point which Mr. Abell’s committee might
well take a look at when visiting the provinces and it could go into the detail
of the operation of these provincial agencies,

Mr. MoNTGOMERY: In some of the provinces the scheme is a little more
generous. In New Brunswick, for instance, a good many farmers can purchase
a farm and get started under their Farm Settlement Board Act when they
cannot obtain a loan from the Canadian Farm Loan Board at all. The Canadian
Farm Loan Board has to keep on a sound basis in respect of their banking
arrangements and they take no chances; whereas the provincial ageney I would
say, on the other hand, is far more generous and takes more chances.

Private individuals have simply gone out of the loaning field in respect
of agricuiture, If a man sells his farm he wants cash; he does not even want
to take back a mortgage. If a farmer has money he prefers bonds or stocks
and he will not take a farm mortgage. I think it has been probably due to
the fact that—in discussions which I have heard—the government has come
into the field and everybody expects the government to provide all the capital
for agriculture; secondly, I think it is a risk because so often farmers get
behind on their interest and their payments and the person who is loaning the
money cannot depend on dividends and interest at certain times. That means
that the government, I think, has to go quite a lot further now; they should be
far more generous in respect of these loans. The government has got to take
more. risk. If the government does not, nobody else will.

I am not so sure that you can consider agricultural loaning on a sound
basis too much. You have to consider which is the most important really, loaning
or agriculture, and you have got to take more chances in lending money out
to farmers and if there are losses they must be absorbed.

Mr. FLEMING (Okanagan-Revelstoke): Can even the government afford
to do that?

Mr. MoNnTGOMERY: What is the difference between doing that and letting a
farmer work out his own salvation, or the government guaranteeing subsidized
prices and subsidizing this and that in order to give him enough money in
order to help the few who do get help. You are going to do it in one way if not
in another way.

.Mr. KinpT: I do not think you had in mind a hand-out from the govern-
ment but rather a combination of sound loaning and a liberal portion which
would give the farmers a loaning program which would meet their needs.

I submit, Mr. Chairman, that the present Canadian Farm Loan Act does
not meet the farm loan needs. I would like to ask what is being done by the
Department of Agriculture, or I should say by the Department of Finance,
since they administer the Canadian Fgrm Loan Act, to bring before the govern-
ment an act which will be adequate in every respect to serve the needs of the
farm people?

Mr. HenDERSON: In my part of the country, that is in the Peace River
country, we have the largest credit union in Canada. It has been by far the
most successful in lending money to young farmers and helping them to start
up. We never hear about the Canadian Farm Loan Act up there. I met a young
fellow who came along and asked about a farm and the credit union started
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him up. The credit union starts up many young farmers. If a farmer needs a
tractor he goes to the credit union; he would not think of going to the bank
and there are seven at Dawson Creek. You might be able to get a couple of
hundred dollars to buy gasoline, but that would be the limit.

This credit union has gone all out and is the largest credit union in Canada.
Their losses have been nil. I have lived there all my life and I am acquainted
with it. They do not have an appraiser going around, and I know that these
young fellows who are starting up can get a loan in a week.

I bought a quarter section and borrowed the money in order to buy it and
I had the money in five days. They have been very successful and I, myself,
think that agriculture is a good risk in that country.

Mr. MiLLiGan: I did not intend to say anything today; but I think we will
all have to admit the reason the government is in the lending field is because
of the insecurity which there has been in agriculture. It is just impossible for
a farmer to go to anyone and obtain a mortgage. I think that is borne out by
the fact that we are issuing longer term loans, thirty years, and some are
asking for forty years. There is not very much incentive for anyone going into
the farming business when he has to take thirty or forty years to pay off a
large debt.

I know a chap who bought a farm for $8,400, but when he came to get a
loan, the 65 per cent of the earning power brought the loan down to around
$5,000. It was not enough to do anything with, with the result that his father
had to put up his own farm as security. It was lucky that his father was there.
A man cannot go out and start up without the backing of someone else.

Mr. THomAs: May I make the request that this fundamental question be
dealt with in this report when it is prepared; that is, the reason why it is
necessary for the government to get into the farm credit picture.

The CHAIRMAN: I think this committee that is set up will be able to deal
with that.

Mr. KinDpT: There is one additional point. I have not had answers to either
of the two questions which I have asked and the answers are extremely im-
portant. There was first, the question of putting the Department of Agriculture
back together and the question as to why this Canadian Farm Loan Act is ad-
ministered by the Department of Finance. The second question is: what steps
are being taken to bring before the government an adequate farm loan act?

We are asked here, in this bill, to increase the loaning power or to increase
the funds for the Canadian Farm Loan Act. Will I have to bring this up on the
floor of the house?

The CHATRMAN: I believe that would be a question of policy. I see that the
minister stated in the house on July 16 that the government is making a
comprehensive study along that line. I am sure, Mr. Kindt, if you ask the
Minister of Finance and the Minister of Agriculture personally that they would
give you the answer.

Clause 1 agreed to.

The enacting clause agreed to.

The CHarrRMAN: Shall the title carry?

Agreed to.

The CramrMAN: Shall I report the bill without amendment?
Agreed to.

The CuAarrMAN: I thank you, gentlemen, and also on your behalf I wish to
thank the witnesses, Mr. Chester, Doctor Booth and Mr. Turner and also the
officials who are here today. We thank you very much.

The committee adjourned.
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MINUTES OF PROCEEDINGS

MonpAy, August 4, 1958.
(4)

The Standing Committee on Agriculture and Colonization met at 9.35 a.m.
this day. The Chairman, Mr. Hayden Stanton, presided.

Members present: Messrs. Argue, Brunsden, Cadieu, Campbell (Lambton-
Kent), Doucett, Forbes, Gour, Hicks, Horner (Acadia), Jorgenson, Gundlock,
McBain, Milligan, Montgomery, Morissette, Muir (Lisgar), Nasserden, Noble,
Phillips, Pugh, Rapp, Ricard, Smith (Lincoln), Southam, Stanton, Thomas,
and Tucker. (27).

In attendance: Honourable Gordon Churchill, Minister of Trade and Com-
merce; From the Canadian Wheat Board: Messrs. W. C. McNamara, Chief Com-
missioner; W. E. Robertson, Commissioner; C. E. G. Earl, Comptroller and
D. H. Treleaven, Secretary.

On motion of Mr. Montgomery, seconded by Mr. Tucker,

! Resolved,—That the Committee print 750 copies in English and 250 copies
In French of its Minutes of Proceedings and Evidence in relation to the Annual
Report of the Canadian Wheat Board for the crop year ending July 31, 1957
and the Report of the Board of Grain Commissioners for 1957.

The Chairman introduced Mr. McNamara and the Committee proceeded
to the consideration of the Report of the Canadian Wheat Board for the Crop
Year 1956-57.

Part I of the Board’s Report was read and questions were answered by
Messrs. Churchill, McNamara, Robertson and Treleaven.

The following sections of Part I of the Report were approved:
1. General Comment—Crop Year 1956-57

Canadian Crop Development and Supplies

Legislation

Transportation

Delivery Quotas

Shipping Policy

Handling Agreement

1956-57 Pool Account—Wheat

1956-57 Pool Account—Oats

1956-57 Pool Account—Barley

. Payment Division

. Legal Department

. Staff and officers

14. Advisory Committee.
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At 12.30 p.m. the Committee adjourned until 3.30 p.m. this day.
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AFTERNOON SITTING
(3)

The Standing Committee on Agriculture and Colonization resumed at 3.45
p.m., the Chairman, Mr. Stanton, presiding.

Members present: Messrs. Brunsden, Cadieu, Dubois, Fane, Forbes, Gour,
Gundlock, Hicks, Horner (Acadia), Jorgenson, Milligan, Montgomery, Moris-
sette, Muir (Lisgar), Nasserden, Pascoe, Rapp, Southam, Speakman, Stanton,
and Thomas. (21)

In attendance: From the Canadian Wheat Board: Messrs. W. C. McNamara,
Chief Commissioner; W. E. Robertson, Commissioner; C. E. G. Earl, Comptroller
and D. H. Treleaven, Secretary.

The Committee proceeded to the consideration of the Supplementary
Report of the Canadian Wheat Board on the 1956-57 Pool Accounts—Wheat,
Oats and Barley.

The following Sections of the Supplementary Report were approved:
1. Receipts and disposition—1956-57 Pool Account—Wheat

1956-57 Pool Account—Wheat

Implementing the Temporary Wheat Reserves Act

Surplus for Distribution to Producers

Comments on the 1956-57 Pool Account—Wheat.

A0 P

The Committee recessed from 4.25 p.m. until 5.10 p.m. to attend a vote in
the House. The division bells having sounded a second time, at 5.10 p.m., the
Chairman adjourned the meeting until 9.30 a.m. Tuesday, August 5.

M. Slack,
Clerk of the Committee.




EVIDENCE

Monpay, August 4, 1958,
9.30 a.m.

The CHAIRMAN: Gentlemen, I believe we have a quorum now. We will
come to order. We are fortunate in having the Canadian Wheat Board and the
Board of Grain Commissioners here this morning. We do not know how long
this study will last. However, I believe we will require a motion for the
printing of copies. I would suggest 250 in French and 750 in English. Would
that be satisfactory? Will somebody give me a motion to print the copies?

Moved by Mr. Montgomery and seconded by Mr. Tucker,

That the committee print 750 copies in English and 250 copies in
French of its minutes of proceedings and evidence in relation to the
annual report of the Canadian Wheat Board for the crop year ending
July 31, 1957, and the report of the Board of Grain Commissioners for
1957.

All in favour?
Contrary?
Motion agreed to.

Gentlemen, we have in attendance this morning the members of the
Canadian Wheat Board, Mr. McNamara, the chief commissioner, Mr. Robertson,
commissioner, Mr. Earl, comptroller; Mr. Treleaven, secretary.

I believe we will, according to the procedure of our other standing commit-
tees, take the report of the Canadian Wheat Board paragraph by paragraph
and when I call part 1, I think it would be appropriate for us to call on Mr.
McNamara for his report. So without further comment I will call on Mr. Mc-
Namara for the report regarding the Canadian Wheat Board. Mr. McNamara
1s known to most of you western members.

Mr. W. C. McNamara (Chief Commissioner, Canadian Wheat Board) called:

Mr. Chairman, Mr. Minister, gentlemen, first of all I want to say how
Pleased I am to have this opportunity of being here with my colleagues to
Present to and discuss with you the report and activities of the Canadian Wheat
Board. I am sorry one of our officials, Mr. Riddel, the assistant chief commis-
sioner, is not here today. He is in England. He has been attending a meeting
of the international wheat council and subsequent to that has been visiting
Some of our main markets in western Europe.

The new member of the board, Mr. Dallas, who comes with us in September
1, is not present today but I expect he will be with us on future occasions.

Now, gentlemen, may I introduce Mr. Earl Robertson, the other member
of the board and my colleague, Mr. Treleaven, the secretary of our board and

r. Gordon Earl, our comptroller.

Now, Mr. Chairman, we are in your hands, but as you say, if the committee
Would like to go over this report paragraph by paragraph, I would suggest our
Secretary might read it and I will be available to make any comments or
answer any questions you might like to put.
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Mr. D. H. TRELEAVEN (Secretary, Canadian Wheat Board):

PART I

1. General Comment—Crop Year 1956-57

World wheat production in 1956-57 followed an unusual pattern. While
world production was slightly larger than in the previous crop year, crop
damage was sustained in normally deficit areas in Europe and elsewhere. The
result was that, in a year of substantial wheat production, world trade in wheat
reached record proportions. The principal factor in this situation was the
severe crop damage experienced in western Europe in the winter of 1956.
Winter killing of wheat crops was most severe in an area which included
Belgium, France, The Netherlands, Switzerland, Italy and Yugoslvia.

Wheat production in Asia followed the same pattern as in 1955. Moderate
reductions in yields in India, Iran, Turkey and Japan were offset by increases
in Iraq, Syria and Pakistan. North African wheat production was slightly larger
than in the previous crop year.

Wheat production in the four chief exporting countries increased moder-
ately in 1956. A smaller wheat crop in Australia was not sufficient to offset
production gains in Canada, the United States and Argentina. Canada harvested
573 million bushels as compared with 494 million bushels in 1955. The United
States wheat crop amounted to 997 million bushels as compared with 935
million bushels in the previous year. In Argentina wheat production inereased
sharply to 261 million bushels as compared with 193 million bushels in 1955.
Australia harvested a small crop of 135 million bushels as compared with 196
million bushels in the previous crop year.

Mainly because of increased imports of wheat by Western European
countries and by India and Pakistan, international trade in wheat in 1956-57
reached a record level of some 1,280 million bushels, an increase of about 240
million bushels from the trade level of 1955-56. The sharp increase in world
trade in wheat in 1956-57 was largely absorbed by the United States. Exports
from the United States amounted to 549 million bushels as compared with 346
million bushels in 1955-56. In exporting wheat and flour in this volume the
United States accounted for about 439 of all wheat moving in international
trade in 1956-57. The greater part of United States exports took place under
the several forms of the United States disposal programme. Canadian exports
of wheat (including flour) amounted to 263 million bushels as compared with
309 million bushels in the previous crop year. By utilizing reserve stocks of
wheat Australian exports increased to 129 million bushels as compared with
102 million bushels in the previous crop year. Export from Argentina were 98
million bushels as compared with 115 million bushels in the previous crop year.

. The dominant factor in international trade in wheat during 1956-57 was
the United States disposal programme and the share of world trade in wheat
which the United States secured as a result of this programme.

The CHAIRMAN: Are there any questions on paragraph 1 you would like to
dsk the witnesses?

By Mr. Rapp:

Q. Mr. Chairman, we have all the figures available for every country but
Russia or countries behind the Iron Curtain. I know those figures are very
hard to obtain but is there any knowledge of what amount they are exporting
in wheat compared with other countries?—A. Well, Mr. Chairman, as the
gentleman said it is very difficult to get statistics on production and activities
in the Iron Curtain and eastern European countries. We have, however, visited
them and we have some general knowledge of the movement of wheat that is
taking place. In this particular year, 1956-57, the U.S.S.R. supplied a substantial




AGRICULTURE AND COLONIZATION 55

quantity of wheat to Hungary, Czechoslovakia, Poland, Roumania and some
of the Middle East countries. I do not know if we have the figure on that but
I should estimate that the quantity that the U.S.S.R. supplied was in the
neighbourhood of 600,000 or 700,000 tons into those particular markets.

By Mr. Muir:

Q. Mr. Chairman, there is an increase in world exports of 240 million
bushels. To. what do you attribute Canada’s drop in exports in that year
from 309 down to 263?—A. There were a number of factors as we state later
in the report and the details are shown on page 11. The principal obstacle
or the main source of competition that we-were confronted with was the exten-
sion of the United States activities in their various programs. That was the
most serious obstacle in this particular crop year that is under discussion
today but we have the details of their programs and the effect on our Cana-
dian position outlined later, sir, on pages 11 and 12 and I suggest we might
discuss it at that time.

The CHAIRMAN: I would ask the members of the committee to stick pre-
cisely to the different paragraphs in question because there is no use in asking
questions on paragraph 8 and 10 if the information is detailed in 14.

Are there any other questions. If not, we will go on to paragraph 2.

Mr. TRELEAVEN:
2. Canadian Crop Development and Supplies

Significant changes in the pattern of acreages in 1956 were reported by
the Dominion Bureau of Statistics. The following table shows estimates by
the Bureau of acreages seeded to grains and flaxseed in the prairie provinces
in 1956, along with comparative acreages for 1955:

©1956 1955 Percentages
Acreage Acreage Change
(thousand acres)
Wheat & o e e ey s 22,064 20,812 -+ 6.0
OTS 5 T s e e 8,658 7,788 -+11.2
Barley £&8 il d i R s 0 8,181 9,638 —15.1
Rigie s S R S 452 707 —36.1
Flaxgeed: & . Livnia by et 3,010 1,809 -+66.4
42,365 40,754 -+ 6.3

The foregoing table shows moderate increases in acreages seeded to wheat
and oats in 1956. A relatively sharp decline occurred in barley and rye
acreages. The most significant change was in the acreage seeded to flaxseed.
Flaxseed acreage in 1956 amounted to a record 3.0 million acres.

Prairie seeding operations were delayed in the spring of 1956 as a result
of cool, wet weather. With the exception of southern Alberta, very little seed-
ing had been completed before mid-May. Toward the end of the month,
however, the weather improved materially and the seeding of all grains
Was completed by the first week in June.

The warmer weather experienced in late May and early June was accom-
Panied by high winds over most areas of the prairies which seriously depleted
surface moisture. As a result, germination of late sown crops was poor
and a serious drought condition began to develop by mid-June in Alberta and
the western half of Saskatchewan. However, the drought was relieved by
8eneral heavy rains during the third week in June and from that time until
the commencement of harvest all crops showed a steady improvement.
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Harvesting was interrupted in early September by heavy rains but weather
conditions turned favourable in late September and harvesting was virtually
completed by mid-October. Yields harvested in 1956 were well above average
in spite of the fact that grades of wheat were lowered by untimely frosts
prior to maturity. The following table shows estimated grain production in
the prairie provinces in 1956, along with comparative estimates for 1955:

1956 1955
(thousand bushels)
Al T A N e e o 551,000 472,000
(0027 ¢ o A il AT SRR s, o RS PR T 400,000 290,000
AT e e s e R T D o el 262,000 244,000
T Tt ek Db R S P e G i 6,500 13,350
RSERsEat S, 0L S e LR s 34,100 19,450
1,253,600 1,038,800

The prairie provinces produced 551 million bushels of wheat in 1956 as
compared with 472 million bushels in 1955. The total Canadian wheat pro-
duction was 573 million bushels in 1956 as compared with 494 million bushels
in 1955. Prairie oats production was estimated at 400 million bushels as com-
pared with 290 million bushels in the previous year. Barley production, in
spite of reduced acreage, was moderately higher than in 1955.

In addition to quantities of grain available from the 1956 crop, total
Canadian commercial supplies of wheat, oats and barley for the crop year
1956-57 also included commercial carryover from the previous year (grain
in country and terminal elevators, mills and in transit, but excluding stocks
on farms). The following table indicates the inward commercial carryover
of wheat, oats and barley in Canada as at August 1, 1956, with comparable
figures for the corresponding date of previous years:

August 1 August 1 August 1

1956 1955 1954
(million bushels)
Whest oL L Rt s o sl 375.4 398.9 386.8
(22 7 gl il e ) LA o S VA gy 47.9 30.5 28.5
BaElEYi T s i idor s BN s o 1, 60.5 49.2 49.1

The CHAIRMAN: Gentlemen, any comments or questions on paragraph
2? If not, we will proceed to paragraph 3.

Mr. TRELEAVEN:

3. Legislation
" In 1957 Sections 23, 24 and 34 of the Canadian Wheat Board Act were

amended to extend the powers of the Boards to July 31, 1962.

The Prairie Grain Producers’ Interim Financing Act was amended in 1957
to provide for extension of the loaning provisions of the Act to June 1, 1958,
and at the same time the maximum loan under the Act was increased from
$1,500.00 to $3,000.00.

By Mr. Argue:

Q. Mr. Chairman, I think on the item “Legislation”, I am sure all mem-
bers of the committee are anxious to see the Canadian Wheat Board in a
position to do their best possible job. We all recognize the importance of the
board and I would say for myself that I think it would be best if the board
was at full strength all of the time.
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As you know, there are five positions provided under the act and could
you tell the committee whether or not all of these positions are now filled?—
A. Mr. Chairman and Mr. Argue our act provides for up to five members at the
discretion of the government but we have never had five members on the
board. We operated for a number of years with three commissioners and
about four years ago the government of the day ordered a fourth commis-
sioner. This year when my colleague, Mr. Mclvor, resigned he was replaced
by Mr. Dallas so there are now four members of the board but there is
provision in the act for the government if they so desire to appoint a fifth
member.

Q. Mr. Chairman, it seems to me it would be wiser if the board were
brought up to full strength. I think when parliament passed the amended
provision for five members rather than three, it was the intention of parlia-
ment that-there should be five members. Perhaps Mr. McNamara is not in
a position to say since he has already said it is up to the government whether
any move should be made to fill the fifth position but with the minister here,
I wonder if he would care to comment as to whether or not any thought has
been given to bringing the board up to strength.

Hon. Gordon CHURCHILL (Minister of Trade and Commerce): As Mr.
McNamara said, the act states that the board may consist of up to five mem-
bers. It does not specifically state that it must be five. As has been said even
after that amendment was passed the intention was to keep the board at four
members, leaving one vacancy. That vacancy is there at the present time.

I have given some thought to the matter and I am not in a position to
state what will be done. There are advantages in having five members
perhaps but the board operated with success when it had three members and
success when it had four and my understanding of the activities of the board
is that with four members it finds that it can manage quite effectively. Never-
theless, the other position is available if we feel that it is necessary to fill it.

By Mr. Argue:

Q. Mr. Chairman, with the record wheat surplus in the United States it
would seem to me through the increased crop competition in the crop year
ahead and with the necessity of developing new markets—and I refer to
the China market—that without any details of the board’s operations I can
see some advantage in having a member of the board available to visit such
countries as China and other countries to meet the increased competition that
I am sure is likely to arise from this huge carry-over in the United States.

I realize members of the board have met such difficulties in the past
but it would seem to me that with a fifth member it would be that much easier
for the board to meet this kind of competition which will be available under
the circumstances.

Mr. CHURCHILL: The assistant chief commissioner is now in Europe and
after attending the international wheat conference will be visiting members of
the trade in some of the countries of Europe. Last year two members of the
board were in England and Europe during part of September and October.
Later, during the winter and spring one member and the Executive assistant,
With a representative from the flour milling industry, visited the West Indies
and adjacent South American countries. Following that, Mr. Robertson made
a visit to Japan, Hong Kong and the Philippines. So the board has been very
active on the basis of four members and has found it quite possible to carry
out its business from the main office in Winnipeg, and also have representatives
Mmake these trips.

_ The plan for the coming crop year is to do that type of thing again with
Vigor, because we realize we are facing heavy competition in the world markets.
I was speaking to Mr. McNamara this morning in respect of a proposed trip of
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two members of the wheat board to England and Europe in September and
October this year the same as last year. It was a very productive trip last
year. We also spoke about pressing on with our sales of wheat to China. As
the hon. member for Assiniboia will realize, due to the fact that we started we
are quite likely to carry on with a great deal of vigor.

Mr. ARGUE: “We”’, meaning whom?

Mr. CHURCHILL: The government and members of the wheat board.

Just a year ago in July one of the first questions I asked the deputy
minister of trade and commerce was what were the prospects of engaging in
the sale of wheat with China. After communicating with the wheat board and
our trade commissioner in Hong Kong, Mr. Forsyth Smith, he made that
memorable visit to four cities in China as a result of which, and other activities,
we did succeed in selling wheat to China. Having made that good start you
can count on our carrying it on.

Mr. ARGUE: Mr. Chairman, I think we all appreciate the comments of the
minister and I am very pleased that he has been able to initiate certain action
by the board and others which has resulted in increased sales of wheat, or
which has resulted in sales of wheat to China.

Believing the minister to be an agressive and influential member of the
cabinet and a man who has the ear of the Prime Minister, I would suggest to
him that he use his influence to get the Canadian government to recognize
China and make it possible ‘through recognition for his own efforts and those
of the wheat board to be more productive, and also to increase general trade
with China. I do not think there is anyone who has a knowledge of external
affairs who would not say that trade is a matter which is made rather more
difficult without diplomatic representation.

I am sure the western producers are pleased at the start which has been
made in building up the Chinese market for Canadian grain.

By Mr. Horner (Acadia):

Q. While we are having this discussion on China, I would like to mention
that the Alberta wheat pool, in what they call their wheat budget, had
produced figures to the effect that China had produced one billion seven
hundred million bushels and had an increase of 400 million in the last year.
I wonder if these figures are relatively accurate?—A. It is really impossible
to obtain a fair appraisal of those figures because, as in the case of all these
eastern European and Communistic countries, they do not publish government
statistics and it is very difficult correctly to appraise what they are doing in the
grain business.

However, from conversations we have had, not only with Mr. Forsyth
Smith but with others interested in trade as well, many of whom have visited
China, there is no doubt that wheat production in China has materially in-
creased. While I doubt the accuracy of the figures quoted, I am satisfied that
China is one of the largest wheat producers in the world; I would think she
ranks third to the United States and Russia as far as wheat production is
concerned. But there are over 600 million people to feed in China. I still
believe there is a market for Canadian wheat of our quality in China, and an
extended market for our wheat, and you can be sure, that as a board, we intend
to pursue that market very, very vigorously.

By Mr. Argue:

Q. In making sales to China, does Mr. McNamara know whether any of
the grain companies can handle the sales, or whether they have to be exclu-
sively Canadian companies? I am sure you are aware of the discussions we
have had in the House of Commons in respect of this particular aspect of the
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grain business, and others.—A. I do not want to give any indication that I do
not want to discuss these things, but we are slightly away from the 1956-1957
report, and during that year we had no business with China. We are now in a
new year. I would say that the Chinese business is done with the different
companies. We have eighteen Western agents who are very active in trying
to develop this business for us.

This question was raised by the representative of the China Resources Co.,
Hong Kong; this is the agency of the Chinese government which so far the
Chinese have used as their procurement agency. They have four representa-
tives in Canada at the present time who are here for the purpose of trying to
sell Chinese goods to Canada. They raised the question with us as to the
agents of the board who would be dealing with them. We immediately
approached all our agents and told them of the interest expressed by the
Chinese, and I am pleased to report that the great majority of the agents of
the board, including international firms, have indicated that they are very
anxious to deal with China. Some of the companies, for reasons of their own,
have indicated that they are not offering wheat to China, but the majority of
the substantial houses are interested in that business.

By Mr. Jorgenson:

Q. I have a question having to do with the situation which has developed
in respect of the feed mills. Could you help me in this connection. I do not
want to go past this item and not have an opportunity to raise this point.—
A. This is a question which will come up fore discussion, and although it is
not really in order at this time, we might as well deal with it. It raises the
whole question of the administration of the Wheat Board Act.

With regard to the feed mills, I would like to preface my remarks by
saying that the feed mills in western Canada have faced a difficult problem,
due to the over-all surplus of wheat which has been held back on the farms,
and by the desire of some farmers to sacrifice a portion of that wheat at low
prices to get a few extra dollars, which they certainly have needed.

The problem was also complicated by the introduction of prepared feeds
and formulae for more scientific feeding. This has created a problem for some
of these feed mills who handle board grain. The board had a meeting with the
feed mills and endeavoured to work out with them a program, which they
admit was very beneficial, authorizing farmers to deliver grain over the quota,
in exchange for prepared feeds. The feed mills agreed this decision was quite
helpful to them but they still found themselves confronted with competition
from dealers, such as machine dealers and garage operators, who were prepared
to take wheat from the farmers at sacrifice prices in exchange for commodities
they were selling. They in turn were offering these feeds to feeders within
the province, which is outside our control. It has created quite serious com-
Petition for the feed mills. The board met with them to see what further action
we could take within the provisions of our act which would assist them. At
that time they advised us that on advice of counsel they did not think our
control over their establishments within the province was legal. They had
i1gnored our quota regulations and we felt forced to institute action against them.

That action is held up awaiting the decision of a case which is now before
the Supreme Court, referred to as the Murphy case. The decision on that case
Wwill pretty well test the validity of our act.

By Mr. Pugh:
Q. Is that a British Columbia case?—A. It is a case about a person named
Murphy who wanted to ship one bag of oats and feed wheat to his own farm
In British Columbia.
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I might say, while we appreciate the position of the feed dealer, this
situation causes some concern because I think it is most unfortunate when
the producers in the west are in a position where, in order to market a few
extra bushels of grain, they are forced to sell it at prices substantially below
our guaranteed initial price. It is not good, but the farmers are put in that
position.

However, as a board, and in view of the provisions of our act, I think
it is our duty to see that the grain going into commercial consumption is
marketed through the board in the interest of the producers. I do not think
we should be attempting to stretch the provisions of our act to make it possible
for people to take grain from producers who have to deliver it at distress
prices.

Fortunately, the situation in the west has improved, due to the marketings
this year and the prospects of a smaller crop. I understand that now grain is
not available at distress prices. My sympathy is with the producers and I
would not like to see any action taken which would assist them, when they
are so hard up, to dispose of grain at such low and distress prices when that
grain could later be marketed to better advantage.

By Mr. Jorgenson:

Q. The situation is not one where the wheat board is competing with the
feed mills. The feed mills are attempting to face competition from the
appliance and implement dealers. My understanding is that the feed mills are
not suggesting that wheat or grain be accepted at distress prices; they are
quite prepared to pay the prices.—A. Under our act the feed mills have been
designated as works for the general advantage of Canada and can buy grain
only in accordance with our quota regulations. They would like to be free to
deal outside the board, regardless of the quotas, in order to meet the prices
these television dealers and others are offering in payment for the grain.
These garages and television dealers are not works for the general advantage
of Canada, and we have no control over them, although the provinces them-
selves have some legislation which is supposed to control that. It is up to the
province to decide whether or not they want that control, and if so they
should enforce it. Our control is only on the basis that they have been
committing a breach of our quota regulations, and have been declared works
for the general advantage of Canada.

By Mr. Thomas:

Q. On this question of feed grain, could Mr. McNamara tell us whether or
not the board considers that the freight assistance on feed grain affects the
operation in any way?—A. Yes. It is a fact that the consumer in eastern
Canada, and British Columbia, represents one of our largest markets, not
only for low-grade wheat but the most substantial markets for coarse grains,
and we receive benefit from the freight assistance. It certainly helps us sell
our feed grains in competition with the supplies which may be imported from
elsewhere.

By Mr. Pugh:

Q. Following on, the question in respect of the Murphy case, I have a
number of constituents with farms in Alberta who have tried to bring their
own grain into British Columbia where they have poultry farms. They cannot
bring it out there under the regulations. I am wondering if there could be
something brought in which would permit the cattlemen and the poultrymen
of British Columbia to get the grain at a price comparable to that at which
it is sold on the prairies.
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I can quote you a number of examples where a man buys feed grain at
$60 a ton laid down in the interior of British Columbia. In Alberta for stock
feed the farmers pay somewhere in the neighbourhood of $20. That may be
an extreme distress ceiling; it may be even $18 or it may run as high as $30.
But in any event my point is this: we have a cattle or poultry industry where
there is plenty of room for expansion, but our competition is too heavy in
that we have to pay too much for our feed grain. I am wondering if the board
would consider some manner of allowing feed grain to come into British
Columbia, or elsewhere in Canada, for delivery to a cattleman or a poultryman,
somewhere in the neighbourhood of $30 or $35 a ton?

The reason behind this, of course, is that first of all we are a firmly
established industry; there is plenty of room for growth and also we have such
a tremendous surplus of the low-grade feed grains which could be utilized
in this manner.—A. Mr. Chairman, it is unfortunate that our solicitor is not
here; he would be a little- more competent than am I to deal with legal
problems. I think the best answer is to refer you to the Canadian Wheat
Board Act. We are incorporated to market grain in commercial channels to
the best advantage of the producer. All the grain delivered in the provinces
of Alberta, Saskatchewan and Manitoba is pooled and it is our responsibility
to merchandise that grain in the best interests of the producer, which I inter-
pret as meaning to secure the best possible price for him. In so far as
Coarse grains are concerned, and some substantial proportion of low-grade
Wheat, the domestic market in Canada represents one of our largest outlets.

The British Columbia market is very important. Ontario, Quebec and the
maritime markets are also very important.

In selling coarse grains, and feed wheat into these markets, we offer them
at the same price that we offer them to any other buyer. We have only one
Price that we sell for.

This competition you refer to within Alberta and British Columbia is again
a case of excess stocks within Alberta, where the farmer has not been able to
deliver, under the regulations of the Canadian Wheat Board, all his grain, and
he is being encouraged to dispose of his stocks at depressed prices.

You must keep in mind that in our operations we pay an initial payment
Price at the time of delivery, and as we make our sales, we make sup-
Plementary, interim, and final payments.

There is naturally a difference between the price as paid by us at the
time of delivery and our selling price.

These people in British Columbia are comparing the initial payment price
Which the producer receives with the buyer’s price. There must be a margin
n that price.

Q. That is quite true. I mentioned Alberta with respect to competition by
our cattle men and poultry men. We have the same competition south of the line
In the United States.

I know you are trying to get rid of certain grades at one fixed price and
You offer it to any producer at that price. But in view‘of the tremendous
amount of low grade grain we have at the present time, it would seem only
COmmon sense that whether by one price or otherwise we try to place it in
British Columbia in the hands of bona fide producers, and to forget the com-
Petition more or less, so that they may continue to exist as producers.—A: If
We were to open up and allow the movement of grain across the border into
he British Columbia market, we would deprive the pool generally of a very
Substantial market for coarse grains and low grade wheat at our regular price.
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The same would apply in eastern Canada on the movement from Manitoba
into Ontario, and our Quebec friends would say that they should get the
advantage of it too.

If the government in its wisdom wanted to do something in the way of a
subsidy for the feeders in these provinces, they could encourage the use of
western feed grains. But as a marketing agency, in the interests of the western
producers, I am sure it would not be good business on our part to allow this
grain to move across provincial borders, because you could not control its
ultimate destination.

As I have said, it would deprive the pools of a very substantial proportion
of their normal market for western feed grain.

We have the same situation across the international border in respect
of many producers who reside close to the border and for whom it would be
quite easy to go across. They think that that market should be reserved for
them particularly.

We sell to all markets, pooling the proceeds of those sales in a common
pool.

Q. This is a question which has come up in the house on many occasions,
and it is one which is of great importance. There is no suggestion that anyone
should go to Alberta and take part in what would not be considered a sale
through the board to the detriment of the people in that Province—A. We are
doing that business every day. We are prepared to sell grain, and we do so.
We are in this business with British Columbia.

Q. The price at which you send it out is different from the price which
could be paid for it in Alberta. There is quite a spread.—A. There is com-
petition between companies in Alberta which are actively competing in the
British Columbia market; the margin between our asking price, and the sale
price is very, very narrow.

As you pointed out earlier, there is government freight assistance of $5.50
a ton which is allowed to cover the charges on that grain.

I would not like to give the committee the impression that we are not
sympathetic to the problem. This is something we have studied very thoroughly,
and I appreciate the problem and the effect, not only from the point of view
of British Columbia but that of Ontario and the east as well.

I think it is a question of wrestling with these problems under the
machinery as set up by parliament to merchandise the grain grown by pro-
ducers in western Canada to their best advantage.

Mr. PuecH: My own const'ituency is concerned with fruit growing. They
are selling to producers in British Columbia. As you know there is a great deal
of excitement there, so they are not disinterested at the present time.

By Mr. Horner (Acadia):

Q. I have two questions I would like to ask Mr. McNamara. In British
Columbia is there not something being paid by way of freight assistance on
feed grain going into British Columbia?—A. Yes; it is $5.50 a ton.

Q. I think the movement of illegal wheat is detrimental to Canada as a
whole. Yet you say that the wheat situation in the prairies has improved a
great deal. I think this improvement can be credited to the movement of this
so-called illegal wheat. In my opinion, it has gone a long way to improve the
surplus wheat situation in western Canada.—A. You mean within Saskatche-
wan, with respect to this distressed wheat, more has been used for feed because
of the prices at which they sell it.

Q. That is true. In 1953 and 1954 there was a lot of No. 4 and No. 5 wheat
grown, and in the last few years particularly a lot of wheat has moved from
Saskatchewan into Alberta.
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You may say it is illegal, but I am glad to see that you have not reached
a final decision about it. I say it has done a lot of get rid of No.-4 and No. 5
wheat which was a burden in the hands of the farmers.

Many of them have sold it at depressed prices, but many of them have
realized cash out of those sales which they probably could not have done
otherwise in the last couple of years operating through the wheat board.

Moreover, dealers handled it and sold machinery and thereby kept a lot
of machine agencies in business which in turn kept a lot of factories in eastern
ganada in business to produce that machinery. So I say it was a benefit to

anada.

By Mr. Gour:

Q. Mr. Chairman, and Mr. McNamara; I have been a member of this
committee for 30 years, and in my opinion the wheat board has performed
a first class job.

To begin with, I urge you not to let the matter get out of your hands in
the way of improper marketing because it would do no good to anybody. I
think you had better keep control of it.

In my opinion, the people who sold their wheat cheaper did so because
they thought that otherwise it would not be sold unless it was sold on the
So-called “black market”. I would do it myself in order to improve the market
for that feed wheat.

I think that British Columbia people could buy it if there was a greater
Subsidy given with respect to freight. That would help you to sell more of
that feed wheat.

. Everybody should be served in the same way. But the “black market”
1S no good to anybody. ;

I am a dealer in implement machinery, and I believe that if we should
Pay more to the farmer, it woud take away part of our profits, but the shipper
would sell 50 per cent more. They know that we want to sell them tractors,

Ut they have to pay more money in order to get them—not less, but more.

I am very anxious on behalf of the people in the west, because we are
concerned about them in the east. What is good for them in the west is good
for us in the east. :

If you buy our machines, we will make more money a_nd we will transf_er
bart of our profits. Do not destroy that good wheat board job. As I have said,

have been a member of this committee for 30 years. I am a Canadian, not
an easterner or a westerner, but a Canadian!

I think that British Columbia should have the privilege of buying it. Tt

%es not do them any good if they cannot buy that grain.

I represent the east and I am convinced that the wheat board has done
4 good job. I urge you to keep on with your regulations and not to le.t the
“black market” get away with it. It is not good for anybody.otherwme. I
think that the government should pay more than the $3 subsidy they are
baying now, and I think that would be good for everybody.

By Mr. Hicks:

Q. My question is along the same line as that of Mr. Pugh.

Before I came down here today I received a letter from a gentleman out
there who is growing a lot of poultry. He had some wheat in Saskatchewan
for which he thought he might get a bootleg price of from 50 cents to 65 cents
3 bushel, But if that same wheat went out to him he would have to pay $50
A ton which is about three times as much as he could sell his wheat for in

askatchewan. He just could not see it.
6121849



64 STANDING COMMITTEE

Please do not think that I am opposed to the wheat board, but is there
not some way of getting the prices at a little more equal level for the feeders
in Alberta and the feeders in British Columbia. After all, they are both living
in Canada.

It seems to me if that could be equalized, even a little bit, it would be
most helpful. Some people say: “Ask the government to give a little higher
freight bonus on it”.

I think the freight out there is from $6 to $7.10 a ton depending on where
it is shipped from. I do not think we should ask the government for any
higher freight bonuses on feed.

Perhaps I might put it like this: here I am, a citizen living in British
Columbia and I pay income tax.

I happen to have a brother living in Manitoba who is a wheat grower.
I will be “darned” if he does not have more money than I have or ever expect
to have.

Why should my income tax be used to help him to grow wheat?

For that reason I cannot see why the government should be asked to
pay a commercial bonus on the freight of wheat going to the coast or going to
the east?

By Mr. Argue:

Q. If more bonus is paid on the freight, I would suggest that the only
result would be a reduction to the person buying the wheat rather than an
increase in the price, even if it be to your brother. I am glad to learn that
he is in good financial shape. If so, he is in a minority, or a very small
minority.

One of the reasons for an increase in the price is caused by an increase in
the freight. I take it that is general. I would be very satisfied to make it
possible for the feeder to buy at a price more comparable to the price paid to
the producer.

I would like to ask the witness what is the margin between what is paid to
the producer on the prairies and what the feeder has to pay in British Columbia
and Ontario? What is the operating margin of the Canadian Wheat Board?—
A. In certain cases it is very small. I would remind the committee that in
our over-all oats pool operation last year, we incurred a deficit of around $2
million.

In other words, the difference between the prices paid to producers, and the
prices at which we dispose of this grain—after deducting operating costs—we
think is very small.

Q. What is the operating cost per bushel of the Canadian Wheat Board?
There is a belief that the wheat board costs somebody a lot of money over the
years every year, and I think it would be wise to have it explained, because
when people hear about the administration costs, they are very pleasantly
surprised.

The CHAIRMAN: Have we any questions under administration?

By Mr. Argue:
Q. I am talking about the difference between British Columbia and the
prairies.—A. We will deal with that in our financial report. :
Our administration costs are around § cents per bushel, which is not large.

By Mr. Muir (Lisgar):
Q. In southern Manitoba and southern Saskatchewan a very lucrative
practice has grown up over the years with respect to seed cleaning.
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It has been their practice to buy screenings from the farmers. They are good
Screenings, some of them, and for that reason the proportion that is good wheat
has run into this difficulty. In some cases they go into lower grades of wheat.

My point is this: the seed cleaning establishments have been able to export
f-hose screenings. In my particular area, however, this business was shut off
In some cases because they found that the wheat would go into one or two
of the lower grades.

I wonder if we are getting rid of this grain to a market which probably
Would not be picking up anything else? Is there any reason why this partic-
ular business should be shut off?—A. This is just another means of cir-
Cumventing Board Control. What happened in the case referred to was this:
the screenings gradually became better and better; they were more like feed
Wheat, No. 4 and No. 5 wheat.

Under our act, anything which is designated as a commercial grade of wheat
under the Canada grain act must be delivered to us.

We found that they were “sweetening” them up more and more and that a
lot of grain was moving out and was being sold in competition with us.

We have a substantial business in feed grain with the United States at our
Price. We always try to get the best price. But if we allow somebody else to

move in No. 5 or No. 6 wheat and offer it at a price below us, the effect is to -

Upset the price for a great volume of our wheat. In other words, we start to
Compete against ourselves.

: In so far as the general surplus position of feed grains, oats, and barley is
Concerned, it has been referred to as an abnormally heavy stock, but I would
Say we are out of the woods in that regard, and that the surplus position in so
far as oats and barley is concerned, is over for the time being at least. But I
Will not say, that in future crop years, we are not again going to encounter
difficulties in this regard.

By Mr. Pugh:

Q. There is only one point on which I am not clear: the feeder business is
a legitimate one, and I am not suggesting that it is a good idea for it to rely
Solely on the “black market”.

As I understand it, under the act there is full provision made for the feeder
?usiness within this area. That has nothing to do with the ‘“black market”. It
IS simply extending the actual movements to poultry men in British Columbia
On a legitimate basis.

The CHAIRMAN: I appreciate that.

By Mr. Milligan:

Q. This is a controversial subject. I am a feeder in Ontario. I would like
to get cheap grain as well as anybody else, and if there was an opportunity, I
Would be in the “black market” if I could.

’ But I think we have an orderly marketing process under the wheat board,
and I think we ought to maintain it.

Just as soon as you leave any openings, you will spoil the operations of
the wheat board because, if you permit people to buy outside the wheat board
Policy in the market, you thereby reduce the price of grain to the western
armer,

I think we want to maintain that price, but if we could buy our grain
Cheaper, we might produce more. What are we going to do with what we
Produce? We produce so much that we have difficulty in getting rid of it.

I think it would be very detrimental, not only to those in the east but in
British Columbia as well and to the western provinces if we allowed inter-
Provincial trading in any grain outside the wheat board.

61218493
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Mr. JorGENSON: Mr. Chairman, this whole thing has got away from the
question I originally asked. My concern was with the feed mills. I was not
concerned with the inter-provincial situation in that respect. My concern is
with the feed mills within the province who have to compete with appliance
dealers, implement dealers, etc. These people have tremendous investments in
equipment and buildings and they find themselves standing there idle while the
implement dealers are doing all the business in grain. It is that situation I
should like something done about.

=

Mr. THOMAS: Mr. Chairman, there is one point that has not been sufficiently
stressed here, I feel, and that is the position of the grain producer in eastern
Canada. Now, we understand that the Wheat Board are set up primarily to
promote the interest of and to obtain good prices for the western grain producers;
but I think we farmers—maybe this is wandering a bit but it is right on this
point of freight subsidy and other arrangements, inter-provincial trade etc.—we
farmers, if we are going to be prosperous must stick together, and we should
stop attempting to feed one off the other. Whenever a livestock feeder is able
to buy feed at less than a fair price he is helping depress the whole industry of
agriculture. The price of a finished steer or the price of a turkey or the price of
a dozen eggs or a pound of butter should reflect a fair price for all the ingredients
that go into that end product.

Now, if the farmers themselves are going to try to undercut each other and
beat down the prices of those ingredients which go into the end product we are
not doing very much for agriculture. And in connection with the freight subsidy
to Ontario, there are large quantities of grain produced especially in south-
western Ontario. The present freight subsidy on grain into southwestern Ontario
reduces the price of wheat thereby 15 cents a bushel, the price of oats by eight
and a half cents, the price of barley by 12 cents; the price of corn, since it is in
direct competition with barley, must be reduced by a price of about 14 cents per
bushel.

Now, before we start talking larger freight subsidies on feed grain maybe
we should give some consideration to action which might be taken to com-
pensate the grain producers in certain areas of the east for the loss which they
are sustaining for the benefit of the livestock producers. If we are going
to have a prosperous agriculture we must look at the whole picture, not at
just a few sectional interests.

By Mr. Milligan:

Q. Could I ask a question? Could I ask Mr. McNamara does he feel if
we do not have freight subsidies would we be able to get the same price for
feed grain in British Columbia and eastern Canada that we are getting today?
—A. I do not know whether I am competent to give an opinion on that, sir.
I have always regarded that the freight subsidy was beneficial to the feeder
and I had the distinct feeling that it has helped us in marketing grain in the
domestic market. But whether we could sell as much or whether as much
western grain would be used in Eastern Canada, I do not know. My opinion
personally is that it is helpful.

By Mr. Muir (Lisgar):

Q. I would like to ask just one more question on these seed cleaning
arrangements. I understand from Mr. McNamara that providing these screen-
ings fall within the proper category, that is, if they are not in any of the
commercial grades, they may be shipped freely?—A. If they do not market
a commercial grade, they are permitted to be exported as screenings.
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By Mr. Nasserden:

Mr. Chairman, most of these implement dealers and garage men in Sas-
katchewan and elsewhere who take grain in trade, are doing quite a service
to the farmer during the last few years. Some of them have been cutting
down the price of the grain they take in, but most of them do not cut the
price because they list their machines at the full sales price and the difference
is made up in the commission that they get. I know that according to my
information that it is not a very great proportion of the total grain produced
in a province such as Saskatchewan. I was wondering in a year like this
where we may have several points or an over-all picture where the delivery
is.going to be a little easier than it has been, if there is not some way of
cleaning up these stocks which are on their hands. We might say they have
no business to take this grain, but we know they have benefited a lot of
farmers at a time when they needed new machinery, and that. They are not
shysters; they are good dependable implement dealers who have financed the
holding of this grain; and for that reason I think something should be done
to get these stocks out of their hands if there are means for doing so on
a legitimate basis, instead of a basis that they have sometimes had to resort
to, I imagine, in the last couple of years.—A. I think, Mr. Chairman and gentle-
men, the answer to that is that up until now the storage position has been
Such that we have felt that the available space should be utilized by the
Producers themselves to deliver their grain within the regulation quotas. We
have not yet had available space at any number of points that would allow
Us to give consideration to making arrangements to take those stocks which
have come originally from the producer, but are in the dealers’ hands.

As you know, there is provision in our act to take these stocks in at the
initial payment price only, and the dealer will not be able to benefit from any
future payments we may make on; but what the new year will bring, we
do not know. It will depend on the final out-turn of our crop this year, and
there may be some question of whether or not we will be in a position to
accommodate other deliveries. I think we should aim at taking the grain
off the farms, and we would like to see all the farm surplus in commercial
Positions where it is readily available. I would think our policy this year
Will be again directed to trying to take the grain from the producers them-
'selves, but if we have, surplus space over and above that, then we will want
to consider taking grain from others than producers. We do not want wheat
going bad. We want to be able to sell it to the consuming public; but I think
We are getting a long way from the 1956-57 report.

Q. Would the implement dealer sell it on a permit book?—A. No; to market
this wheat he cannot use any permit book. If he has brought it outright,
the farmer is no longer entitled to deliver it on a permit book. We would
have to issue him a special permit to enable him to ship it, and in issuing
that special permit we would only pay at the initial price. Any surplus would
80 into the pool for the benefit of all producers.

Q. But you would give them a special permit to do that?—A. We have
not in recent years. We have been confining deliveries to actual producers, plus
estates, and operations of that kind. We have not yet authorized delivery
Privileges other than the quotas for the producers themselves.

Q. If one farmer lets another farmer use his permit book he is liable to
Prosecution, is he not?—A. If we found that that existed we would prosecute.

Q. What about the implement dealer who has access to a permit book and
therefore who can deliver as the act will allow?

T
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The quota this year was six or seven bushels; but say a certain farmer has
only four bushels to ship on the quota he could then give the implement
dealer his permit book and he could ship it as his own. I know that is illegal.—
A. Yes.

Q. I welcome the statement you have just made, that you are going to
think about it if there is a possibility of doing something, because I know
some of these dealers can really use that money at the present time.

The other question I have is, what are the qualifications required to secure
a permit book?—A. I wonder if I can have my colleague, Mr. Robertson, deal
with this—get him into this arena.

Mr. W. E. ROBERTSON (Commissioner, Canadian Wheat Board) : Mr. Chairman
and gentlemen, to obtain a permit book a man must be operating a farm; that
is, he is a tenant operating a farm or he is an owner of a farm operating a
farm. He applies for a permit book, If he is a tenant, he is the operator and
the producer as far as our act is concerned. But interested people in that land
and in that crop are entitled to have their name shown under the suffix of the
permit book. So that the landlord, for sake of argument,—is entitled to his
share of each quota, along with the tenant. For instance, if the quota was 300
acres, a one bushel quota would be 300 bushels and under the permit book,
if the landlord has a one-third interest,—the landlord would get 100 bushels
and the tenant 200 bushels out of that quota. But the man who is operating
the land is the man who takes out the permit book.

Mr. NasserpEN: What I was getting at is, a number of people have contacted
me, say, where a son is staying at home with the parents and the son is 30
or 40 years of age and farming for 10 or more years. Yet the Wheat Board
refuses him a permit book because he uses the same machinery as the father.
It is a ridiculous situation.

Mr. RoBerTSON: That is one of the difficult and contentious problems we
have in dealing with the issuance of permit books. Under our act it says
a permit book shall be issued to one or more farms operated as a unit. Now
then, you get down to the very difficult question of determining what is a
unit. We have had some trouble over that. We have had more trouble over
that than we have had selling wheat. Anyway, we have tried to get down to a
definition of what comprises a unit.

The first thing is that here is a father and a son who are operators. We
will say we have determined they are operating as a unit. That would mean
principally they could exchange machinery. We would not look at that too
seriously; but are they operating as one bank account, are they intermingling
their grain, are they storing their grain in common granaries, do they pay
taxes as a unit?

Now, if they come under that general qualification, they are a unit and
they are only entitled to one permit book; but on the other hand if the son
has his land rented or purchased and the father is operating his farm they may
be exchanging machinery. One owns some machinery and the other some
other machinery; they might exchange a combine or tractors between them-
selves. We would not consider that as a detriment to their being considered
separate units.

We get questionnaires completed by the producers, and to finally reach
a decision on it is most difficult; but we have tried our best to be fair on it.
At the same time we know that there have been a lot of people who have
chiselled on us; but you cannot prove it. That is just one of those things that you
can only be efficient on up to a point,—not nearly as efficient as you would like
to be.

Mr. NASSERDEN: But when a young man becomes 30 or 40 years of age
and is farming, even if he is on the same farm for as long a period, he is not
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a chiseller when he asks for a permit and you refuse. You have refused many
of them in my constituency and I cannot see your reason. They are not
chisellers; because if he was doing any other job, even if he was at home and
everything else, he would still be considered as securing a separate income.

Mr. RoBERTSON: If he is renting the farm from his father, and is the
operator he is entitled to a permit; or if he is living on his father’s farm and
is renting other land in his own name, he may be entitled to a permit book.
There is a 300 bushel quota difference, and it may mean a difference of a
special quota for malting barley.

Mr. NASSERDEN: In cases like that in my constituency malting barley is
not a problem because they do not grow much in those cases of which I know.
It is so ridiculous, the action of the board in regard to refusing these permit
books that it is not even funny.

Mr. RoBerTsON: Well, just from the statement you made of the son running
another farm a mile or half a mile away and he is living at home the situation
is; if he is operating the farm separately, storing his grain separately even
though he may be using some of the father’s machinery, as long as he is
a separate unit by himself, I am surprised to hear you say that he has been
refused. I think there is some other circumstance that neither one of us is
aware of. That often comes out of these questionnaires.

Mr. NasserDpEN: I did a lot of inquiring about it because these people were
getting after me about it and I thought they were entitled to it. I know others
Who operate farms under the same circumstances and there were no questions
asked. They have a permit book; whereas I have run into half a dozen in a
close area.

_ Mr. RoBerTSON: The best thing I can suggest to you if you have some cases

!lke that, is to write to the board in Winnipeg. We would be very glad to look
Into them, because we have files and information on these cases that come
Up. There are so many different circumstances I am sure we could never
€xplain them all in one short session. If you would care to do that, we would
be glad to look into it.

By Mr. Gundlock:

Q. Mr. Chairman, I would like to ask a question on permit books. Could
You explain how you handle permit books to the Hutterite colonies?—A. Yes,
a Hutterite colony is a unit and they get one permit book. There is the problem
of a Hutterite colony and also that of the cooperative farm.

Q. I am just speaking of a Hutterite colony.—A. They both come under the
Same ruling. They are established as a unit and we have used the same formula
With both those types. I think if there is over four or five families in the unit,
We have granted additional unit quotas for the number in excess of that
Minimum of four or five families. The Hutterite permits have been calculated
On an acreage basis. There is an acreage contrgl comes in there. I cannot give
You from memory the exact figures, but there have been extra units issued
In some cases where in the Borad’s opinion there is an element of unfairness

€cause the unit comprised a very large acreage.

Q. Do you do that to a single producer on an acreage basis?—A. No.

Q. Why should not that acreage basis apply to a single producer as well as
to a colony?—A. Well, of course, if there is only a single person and he has

000 acres for sake of argument, it might be equal to a Hutterite colony;
ut he is still one person so we have to draw a line somewhere.

Q. You tie the two together.—A. You have to draw an arbitrary line on
these things. Otherwise, you would not have any control.
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Q. Well, it hardly seems fair to draw a line for one and not the other. If
you are going to use acreage as a basis—A. We have had complaints on it,
and whatever view it is, you take away from one and you give something to
another. There is only so much grain can be marketed this past year. Now, if
we let one man market more grain, someone else is going to market less.

Q. If you let the single man do so, you would get it back in income tax.
You do not from the Hutterites—A. That is out of our jurisdiction.

Mr. ARGUE: The complaint we have heard in Rosthern is that you do not
give these men Mr. Nasserden was talking about a permit book.

Mr. NASSERDEN: I was not referring to the Hutterites.

By Mr. Argue:

Q. Is not the argument that you take all the acreage together and call it
one unit, no matter how many are working on it? You have the two policies
and as between those two policies the Canadian Wheat Board is trying to draw
a line?—A. We have to draw a line. It may be arbitrarily once in a while, but
we have to stop some place; otherwise, there would be no way of controlling
things to the benefit of the producer.

Mr. GunpLock: Is it true you sometimes issue four permit books to each
colony because the number varies?

Mr. RoBerTsON: No, it is a special permit under the unit quota. There is a
special authorization for the unit quota with an acreage limitation, but it is
still one permit book because it is one unit. You cannot distinguish one person’s
ownership of grain as compared with another person’s within the group. It is
all intermingled, and for that reason, under our act, it becomes a unit. It is
an intermingling and you cannot separate ownership; it is common ownership.
That is where the difficulty arises.

The CHAIRMAN: Gentlemen, shall we go on to paragraph 4?

4. Transportation

On August 1, 1956 country and terminal elevator capacity was well filled
with stocks of all grains on this date amounting to 492 million bushels. Broadly
speaking, it was the task of transportation agencies to move grain to forward
positions as space was made available through domestic and export demand.
In 1956-57 the Board continued to assume responsibility for the allocation
of shipping orders as between handling companies. Throughout the crop year
the Board maintained adequate shipping orders in the hands of elevator com-
panies in order to facilitate railway operations. The various transportation
movements were accomplished without major difficulties excepting for the
period of a strike on Canadian Pacific Railway lines in January, 1957.

The following table shows primary receipts from producers and principal
movements of western grain in 1956-57 as compared with those of the previous
crop year:

1956-57 1955-56
(million bushels)

Primary receipts from producers .............. 585 567
Shipments from country elevators and platform

LIRS B A et i e o et e 560 540
Receipts at Pacific Coast ports .....c....... 0.0, 141 118
Receipts at Fort William/Port Arthur .......... 352 334
Shipments from Fort William/Port Arthur (lake

SRE P LY AR LT e SR MBI P N A 322 348

Receipts from producers in 1956-57 were 585 million bushels as compared
with 567 million bushels in the previous crop year. As shown in the above
table all major movements of grain in 1956-57 exceeded the volume of 1955-56
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with the exception of shipments from the Lakehead to eastern destinations.
Shipments from the Lakehead reflected a smaller export movement of grain
through eastern ports in the 1956-57 shipping season.

The Board wishes to express its appreciation for the co-operation received
from the railways, the lake boat operators and the Board of Grain Commis-
sioners for Canada in carrying out and facilitating a large grain shipping
programme during the crop year under review.

By Mr. Rapp:

Q. Mr. Chairman, on the transportation here; are there more shipping
orders going out to the Canadian National stations than to the Canadian
Pacific Railway. In my constituency it is not so apparent this year because
we did have six and seven bushels out there; but in 1955-56 all those shipping
points on the Canadian Pacific Railway were at least one or two bushel quotas
lower than on the Canadian National points. I would like to have you explain
why it was done in this way.—A. The answer is no, there are not more
shipping orders going to the C.N.R. than to the C.P.R. We see that all shipping
points have enough orders on hand to bring the quota up to the desired level
whether it is a C.P.R. or C.N.R. station. It is true that many shipping points
the movement and the placing of cars throughout the season has not been
as perfect as I would like to see it.

However, I do think it is only fair for me to state to this committee that
during the crop year under review and during the current crop year we have
had excellent cooperation from both railways. There is no doubt that they are
~ going all out to help the producers and the board. I can only report excellent
cooperation on the part of the railways, Lake shippers and the Board of Grain
Commissioners. The grain movement this year has been most satisfactory, with
a few minor exceptions. They have done a better job of placing cars for us
than, I think, they have ever done before.

Q. That was only for 1957, and 1958. In 1956 it was definitely not so
because I know that many of these C.P.R. stations were on a unit quota basis
Whereas others on the C.N. perhaps had a two bushel quota above. Really, it
Was a hardship for these producers because a bushel or so means quite a bit of
Income, especially in the fall. I would like to see that this is not repeated.—
A. I appreciate that. There is one factor which enters into this in Saskatche-
Wwan; that is the Churchill movement. Last year we had 16 million bushels
shipped out of Churchill and this year it will be better. That movement is
confined to the C.N.R. It does open up space in northern Saskatchewan quicker
than the C.P.R. is able to provide space in southern Saskatchewan which is
dependent on the Fort William movement.

The CHAIRMAN: Are there any further comments on paragraph 5?
Mr. TRELEAVEN:

9. Delivery Quotas

On July 27, 1956 the Board announced the basis of the delivery quota
bolicy for 1956-57. Effective on August 1, 1956 an initial quota consisting of
100 units of grain was established; each unit consisting of 3 bushels of wheat,
Or 5 bushels of barley, or 5 bushels of rye, or 8 bushels of oats, or any combina-
tion of these grains amounting to 100 units. At the same time the Board
announced that the initial quota would be followed by general quotas based
Upon each producer’s specified acreage.

A new feature of the delivery quota policy for 1956-57 was the inclusion
of delivery quotas applicable to Durum Wheat and flaxseed. These quotas were
established at 5 bushels per seeded acre effective on August 1, 1956. On

ctober 19, 1956 the delivery quota on Durum Wheat was increased to 8
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bushels per seeded acre, with a minimum delivery of 300 bushels. On January
25, 1957 the Durum Wheat quota was increased to 12 bushels per seeded acre,
with a minimum delivery of 400 bushels. This was followed by an increase to
15 bushels per seeded acre June 14, 1957, with a minimum delivery of 500
bushels. This quota remained in effect for the balance of the crop year.

In the case of flaxseed, the delivery quota was increased to 8 bushels per
seeded acre, with a minimum delivery of 300 bushels effective October 19, 1956.
On November 30, 1956 and January 25, 1957 the flaxseed quota was increased
to 11 bushels and 15 bushels per seeded acre, respectively; a minimum delivery
of 300 bushels applying. On March 22, 1957 flaxseed was placed on an open
quota basis.

The quota policy for 1956-57 included the customary provision for the
over-quota delivery of one carlot of Malting, Pot or Pearling Barley on the
basis of a sample accepted by the Board and for which the producer was paid
a premium. On March 8, 1957 this provision was extended to a second carlot
of selected barley of a Two-Row variety for shipment to the west coast.

On November 30, 1956 a supplementary quota of 3 bushels per acre was
established for barley effective in Manitoba and Saskatchewan only. This
supplementary quota included provision for a minimum delivery of 150 bushels,
The minimum provision of this supplementary quota was extended to producers
having surplus barley but having no barley acreage in 1956. On April 5, 1957
the foregoing supplementary quota was increased to 6 bushels per seeded acre.

On August 21, 1956 the Board established a supplementary quota of 5
bushels per seeded acre applicable to Soft White Spring Wheat, where such
wheat had been produced under contract. On October 18, 1956 Alberta Red
Winters, Alberta Winters and Soft White Springs were placed on an open
quota basis.

By the end of August, 1956 the Board was in a position to commence
general delivery quotas. These quotas were advanced as rapidly as elevator
space at individual delivery points permitted. The following table shows the
delivery quota position for the designated area, at the end of quarterly periods,
during the crop year 1956-57:

October 31 January 31 April30 July 31

1956 1957 1957 1957
Tnitidl .quota 3. St gl 897 gL a0 e
1 bus. per specified acre .. 693 81 T ety
2 bus. per specified acre .. 348 1,008 63 —
3 bus. per specified acre .. 123 685 853 —
4 bus. per specified acre .. — 278 534 =
5 bus. per specified acre .. — 26 596 448
6 bus. per specified acre .. — = ML 1,602

By, July 31, 1957 there was less variation in local delivery quotas than
had existed at the end of immediately preceding crop years. The fact that
there was some variation was due, in the main, to the policy of the Board of
giving prior consideration to the shipping of grains and grades of grain required
for the market.

Under delivery quotas established in 1956-57 producers delivered 585
million bushels of grain and flaxseed as compared with 567 million bushels
during the preceding crop year.

PROVISION FOR SEED GRAIN

The Board’s policy to encourage the use of good seed by producers was
continued through the crop year, with special provision being made to assist
producers in acquiring registered, certified and commercial seed.
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By Mr. Argue: 3

Q. I would like to ask a question on the unit quota. I think that one of
the purposes of the unit quota is to provide a little greater equality as between
various units when it comes to marketing grain. At least initially the people
who farm the best or high priced land and the land with the heaviest amount
of taxes rather feel that the general acreage quota makes it more difficult for
them as compared to farmers on lighter soil because the volume allowed by the
acre is the same.

Farmers who farm on land of a low value, with a lower cost and a lower
tax, and probably in an area where it is easier to raise cattle, feel they have
a direct advantage. Most of them are in the less valuable land areas. The
suggestion was made to me, and the people concerned say they are taking
it through their municipal association, is that the wheat board should provide
a secondary unit which would be equivalent to the taxes paid in one year
on the land, taxes for shall we say school and municipal purposes. They say that
if a farmer farming a high-priced quarter of land with high taxes could deliver
sufficient grain to pay his taxes it would take part of the sting out of the
fact that the gross income from the more expensive income land is at present
at the same gross income as a farmer who farms less valuable land. Has that
Suggestion every been brought to the attention of the board or has that matter
ever been considered by the board?—A. Mr. Chairman and gentlemen, this
question of the unit quota as compared to acreage, and one or true supple-
Mmentary quotas, has received a great deal of attention. This was a matter which
Was discussed at a very recent meeting of our advisory committee. The matter
Was gone into very fully and the consensus of advice was that we should
continue the unit quota on the basis of the last few years. It is true that we
Teceive suggestions from people to the effect that our unit quota is not quite
fair to them because it provides for equal delivery opportunities regardless
of the size of the farm, for the first hundred million bushels to be marketed.
The large operators are inclined to feel that, over a five year period, the
small producer has received a greater benefit, under the unit quota to the
extent of one or two more bushels per acre.

Our reaction is that the unit quota is generally accepted as being fair and
€quitable under these conditions. Frankly we have not considered a unit
Quota which could be used for the purpose of paying taxes. I suggest we are
Supposed to be a marketing board and should not be asked to be a collector
of taxes for the municipalities and have to try to average up the incomes for
the producers. :

As Mr. Robertson said, the unit quota takes up more time than our major
Operation of selling wheat. Our job is to give all farmers an opportunity to
deliver as much grain as fast as space can be made available for it. I would
hate to see our field extended too far, although I do understand some of the
Problems which these producers are up against.

Q. The objection does not turn on the fundamental idea of the suggestion,
but rather on the mechanics of carrying it out?—A. Yes.

Q. I appreciate that the board should not have more work than it can
do. 1t would be the elevator agents, acting as agents of the board, that is true,
Who would be doing it; but, if you will allow an interjection here, as you
Will remember we had many arguments in the House of Commons as to
Whether or not the wheat board could get in the field of cash advances and
We were told by some people that that was a terrible thing and that the
Wheat board would resign.

Mr. CHURCHILL: By some people, you mean the Liberal party.
Mr. ArGcue: Not by you or me.
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Mr. NASSERDEN: Does not the cash advance take care of the problem
which Mr. Argue brings up? i

Mr. ARGUE: I do not think so. I am not saying whether or not this sugges-
tion is valid; I cannot say that. I think that there might be some room for an
inquiry to see whether or not the means could be worked out to determine
whether or not it is a workable suggestion. A farmer who has to pay taxes of
$500 on a quarter section of land feels he has a substantial burden as compared
to the farmer who has $100 taxes, the only reason being he has a more ex-
pensive quarter section on which he has to pay more taxes; and because of
the wheat board regulations as to the quotas his gross income is precisely
the same as the man on the small holding.

By Mr. Rapp:

Q. We understand there is going to be much more space available at the
beginning of the new crop year. Would the board consider an increase from
3 to perhaps 4 or 5 bushels for wheat and to 6 bushels on barley and about
10 bushels on oats? What I mean is to increase the proportion for the different
grains but retain the 100 bushel unit. It could be 5 bushels on wheat, 7 bushels
on barley and, a chance to deliver more grain under the unit instead of open-
ing up additional quotas per bushel—A. It is something we would have to
consider this year because an awful lot of our problems will be related to the
size of the crop. Although it may be true in the constituency which you repre-
sent that there is more space now in the new crop year than in the past, that
is not generally true in western Canada. Our elevators are carrying approxi-
mately the same quantity of wheat as last year and we will be faced with
congestion for the next two months.

The movement to the lakehead has dropped very seriously in the last few
days and our eastern terminals are congested. While I am optimistic, which
one has to be in this business, I am afraid that the movement, particularly
through eastern Canada, in the next few months will be particularly light.

In certain areas in Alberta it appears they will produce a good average
crop and have a substantial carry-over, and in some areas of Saskatchewan
where the crop has improved there is still a large volume of grain on the
farms. This question of extra space being available will not generally be true
in western Canada, although it will be true in some areas.

It may be that our entire quotas may be removed on certain grains some
time during the crop year but it will have to be approached very carefully
because if you remove a quota you can probably seriously affect other areas
delivering under a quota.

Mr. MuIr (Lisgar): Mr. Chairman, considering the high amount of farm
taxes that have been paid or are paid out now and considering the very high
administrative difficulties in the matter that the hon. member for Assiniboia
suggests, I would think that we could bog down in administrative details.
I do not think that we should place that burden on the board.

Mr. ARGUE: Let us not say no too fast like the Liberals did.

We can always look at it.

By Mr. Brunsden:

Q. On this question of quotas, I would like to have a further explanation
in respect of this permit book business in regard to the rights of the collective
farmers. I can point out an instance of a small community surrounded by
Hutterites. The quotas are filled up by their extra permit books and the rest
of the farmers have to wait. If you do not wish to take the time of the
committee, I would appreciate if you would have a statement on this placed
on the record.—A. I was going to suggest that we will be here tomorrow or
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the next day and will be glad to obtain all the details of the policy in respect
of the Hutterites and these co-op farms and bring it to the committee. We
will have all the information here for you on that point by Wednesday.

Mr. CapIEU: Getting back to the change in the assessment, I think we
would run into a great deal of difficulty because of the fact that the percentage
of taxes outstanding on the higher assessed lands is far less than on the low
assessed lands.

Mr. ROBERTSON: In respect of the unit quota, there are a little over 230
thousand permit holders. The average unit runs about 450 bushels, or perhaps
about 500 bushels.

Mr. Rapp: On different grains?

Mr. ROBERTSON: On the three grains; so that on the unit quota with 230,000
permits and 450 or 500 bushels per permit you need a delivery of 100 million
bushels or better. If we were to extend deliveries under your proposal to
125 or 140 million bushels all that would do would be to hold back the
introduction of the general quota and ultimately, instead of having say a six
or seven bushel general quota at the end of the year, perhaps you would end
up with a five or six bushel general quota. There is only so much grain which
can come in. If you let more come in under the unit quota, less comes in
under the general quota.

On Mr. Argue’s point, the same thing would happen. If you have a larger
delivery under a unit for the man with high priced land and high taxes more
grain will come in from the men who are in that category and less grain will
come in under the general quota. The result is that the man who has the
lower priced land will thereby market less grain under the general quota.

Mr. ARGUE: And end up with his total less—

Mr. RoBERTSON: The same general quota, but his bulk would be less because
he was held back while the man with the high-priced land delivered on some
tax money. You are taking something from one and adding it to another.

Mr. ArGUE: That is true.

Mr. RoBerRTSON: There is the question of how necessary it is to equalize
income, and the administrative difficulties which are involved. I think the
administration is something which you can always figure a way out of; but
I am sure we would get more complaints than we have now in respect of
the unit quotas. We can do things which seem difficult or almost impossible;
there is a way of doing things if the need is great enough.

Mr. ARGUE: The point which these people made to me—and they said
they were going to carry it through their association—is that if there were
two farmers each with a section of land and one has lower prices land and a
lower cost of operation—he might live around Shaunavon, I do not know, and

do not want to get into an argument—or he might be on higher priced land
Where there are higher taxes as at Melfort or Tisdale, and if one man has
$1,000 in taxes, and the one on the higher priced land has $1,500 in taxes,
all that you do is give the man with the greater expense an opportunity to
Pay that extra $500. That was the whole idea behind it. People who live,
e us say, on the Regina plains where there is almost no opportunity to

versify, and find that their land is assessed at $5,000 a quarter and their taxes
are pretty high and they feel that it is pretty tough to try to make a living
On what is supposed to be and probably still is the best grain land in Sas-
Katchewan, Whereas the farmer who is on lower priced land, because of
actors over which the Wheat Board can have little or no control it is much
®asier relatively for him.
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By Mr. Nasserden:

Q. But to get back to Mr. Rapp’s suggestion, I think the thing he was
bringing out is if you sell wheat on your quota you get more income than
if you sell barley on a given acreage. Many farmers have turned away from
wheat to oats and barley to try to help the wheat situation because they feel
it is in a surplus position. Yet these people are on land where from one edge
of the quarter to the other edge it is all under cultivation. Yet when they
come to sell they find because they have switched they can only sell so many
dollars worth less than what their neighbour who is growing wheat can sell.

For that reason if something could be worked out along that line I know
there are a lot of people who would welcome it. There are a lot of people
who would not, too. But generally speaking those who have produced coarse
grain—it probably would affect the board’s operation, though, as far as disposal
of these things go, and getting the stocks filled up with coarse grain.—A. Of
course, Mr. Chairman, in setting up the unit quota with 100 units we were
taking the marketing of the different grains into consideration. These 100
units are 300 bushels of wheat or 500 bushels of barley or 800 bushels of oats;
but so far as the regular quotas are concerned, we must watch very carefully
the commercial stocks we are selling and not allow any one grain to get out
of proportion. I would suggest here in the crop year we are just considering,
1956-57, the heavy stocks of oats and barley that we hold in commercial
positions are the major reason that our operation in oats resulted in a deficit.
Speaking from memory, the carrying charge on oats ran to about nine cents a
bushel in that particular crop year; in other words, we were taking off the farms
in that particular year too large a percentage of oats and barley.

This year we have a much different market for barley. We have had to
put a supplementary quota on barley because of developments in the barley
market necessitating our drawing further supplies from the farms, and we
did that by way of supplementary quotas. We must watch very carefully the
stocks we take off the farms as related to market demand.

The CHAIRMAN: Is paragraph 5 agreed to?
Paragraph 5 agreed to.

Mr. TRELEAVEN:

6. Shipping Policy

In 1956-57 the Board continued to direct the shipping of grain from
country elevators. Only by following a policy of selective shipping from country
stations was it possible to make the best use of available terminal space and
to provide for the movement of the grains and grades of grain required to meet
domestic and export commitments. In directing the loading of grain from
country points, the Board issued necessary shipping instructions from time to
time throughout the crop year. These shipping instructions, in the main, deter-
mined the preference under which kinds of grain or different grades of grain
could be forwarded to mills or to terminal positions both east and west. The
shipping instructions primarily called for the shipment of grain to meet market
requirements at different stages of the crop year and, to the extent possible,
were related to delivery quota objectives.

The CHAIRMAN: Are there any comments, gentlemen? If not, we will
proceed to 7.

Mr. TRELEAVEN:

7. Handling Agreement

The main terms of the 1955-56 Handling Agreement were continued in
the 1956-57 Agreement. Handling margins remained at 4} cents per bushel for
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wheat and barley, and 3% cents per bushel for oats. The storage rate was
continued at 1/35th of a cent per bushel per day for wheat, oats and barley
in store country elevators. The Agreement was revised to provide that the
Board would not be liable for storage on wheat, oats and barley in transit from
country to terminal elevators. At the same time a carrying charge allowance
was provided for handling companies to cover carrying charges from the time
wheat, oats and barley were received at a country elevator until such purchases
could be reported to the Board. Terminal storage rates were not included in
the terms of the 1956-57 Handling Agreement. Instead they were subject
to maximum tariffs established by the Board of Grain Commissioners for
Canada and tariffs filed by handling companies. The applicable rate for 1956-57
was 1/30th of a cent per bushel per day.

Following negotiations between the handling companies and interior mills,
diversion charges on wheat shipped to such mills were increased by one-half
cent per bushel. Diversion charges applicable to interior terminals, Churchill
and Prince Rupert were unchanged.

The CHAIRMAN: Are there any comments, gentlemen?

By Mr. Rapp:

Q. Mr. Chairman, does the Wheat Board intend to move out some of the
old wheat stored in curling rinks, hangars etc. that are not on the railroads?
Do they intend to move those grains out because mostly they are all good
quality wheat, No. 2, 1, and so on? Do they intend to empty out this storage
Space?—A. Yes, it is our intention to empty them as the opportunity presents
itself. That does not mean we are going to start moving them away at the
€Xpense of wheat producers who may wish to deliver; but we are very conscious
of the fact that some of the wheat in these off-site storage facilities has been
carried for a considerable length of time. While I think the Board of Grain
C_Ommissioners who will be before you will be in a better position than I to
discuss this particular phase of the problem, I can tell you that Mr. Milner
and I have discussed it, and we hope this year, with the reduced harvest and
Probably a little more space becoming available, that we can start moving
Some of these older stocks which have been stored for five or six years, and
8radually feed them into the stream without upsetting the general pattern
of our crop. We are hoping we can make some real progress in emptying these
Off-site storage facilities this year.

By Mr. Gundlock:

Q. May I ask if you have available the average figure, shall we say,
Percentage-wise of costs of storing crops; in other words, is the storage one
Per cent or two per cent or four per cent or five per cent a year for a bushel
of wheat?—A. The storage rate as reported here in 1956-57 was 1/35th of
& cent per bushel per day. For this crop year it was increased under our
agreement with the companies, and we are now paying 1/30th of a cent per

Ushel per day which works out to about one cent per bushel per month.
0 addition to that we pay the interest and the funds that the companies
Orrow. But as to our financial statement, when we get to this, Mr. Earl,
our comptroller, will be in a position to give you the exact information on
€ storage and the interest charges the board has paid to the elevator com-
Panies in the various positions.
Q. Would it be 1/16th of a cent per bushel for all charges?—A. It would
°_t average that. The total was considerably lower than that on the 360
Million that we handled this year.
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By Mr. Nasserden:

Q. I notice it is four and a half cents per bushel for handling charge,
and the storage charge is 1/30th of a cent per bushel. Is that the actual cost
that the elevator companies figure, or would their costs actually be more for
the handling than four and a half cents, or less; or do they hope to pick up
the income from the storage part of the program?—A. Well, the situation is,
Mr. Chairman, that each year our board negotiates an agreement with the
elevator companies which act as our agents for the handling of grain, and
they assume the responsibility for the grading of the wheat and delivery of
it to us in terminal position at an agreed charge. The charges on wheat are
four and a half cents per bushel. That covers what the elevator companies
secure in handling grain for account of The Canadian Wheat Board, grading
wheat and delivery to us on our instructions. But prior to that, they must
file with the Board of Grain Commissioners the tariffs under which they
are going to operate, so that our negotiations with the companies are con-
trolled by the maximum rate that the Board of Grain Commissioners allow,
and we negotiate within that range.

I might say this charge of four and a half cents per bushel has been in
effect for 20 years. There has not been an increase in this particular charge
but, of course, we have been paying elevator companies substantially more
money in the way of storage. Storage has been one of the biggest factors in
recent years; and as to the question you ask me, I should say the country
elevator companies could not operate elevators under conditions today if their
only source of income was the four and a half cents referred to in the handling
of grain. The two earnings must be coupled together. Their over-all earnings
must be taken into consideration.

Q. Maybe this is not the place to do it, but would it not be proper to have
that handling charge more in line with what costs are today, and have the
storage charge in line with what storage costs are, since we are having so
much grain stored?—A. I can assure you when we come to meet with the
elevator companies we will be doing all we can to hold that charge to four
and a half cents this year. There have been indications that the companies
are going to ask for an increase in the charges; but I gather your point is
that taking a long range view, the storage will no longer be the main factor
in the earnings, and that it may be more realistic to adjust the handling charge
figures in line with operating costs.

Q. What I mean is, we are going to have a storage problem for quite a
while, and instead of paying this higher rate of storage, it would be better
to pay a slightly higher rate on the handling charge and reduce storage from
the standpoint of the farmer. The elevator companies might not argue that
that was right—A. Well, some of the farmers do not argue that way either,
because if you increase the four and a half cents, it reduces the initial payment.
If you reduce the handling charge to four cents it will not have very much
effect; but if you increase it from four and a half cents a bushel to five cents
it would mean the initial payment the farmer receives would be half a cent
lower than it is at the present time, and we have no indication that the
farmers would be anxious to have that.

By Mr. Gundlock:

Q. I wonder how much thought has been given to paying the farmers’
storage?—A. This is a question that has been considered very frequently by
the board over the years. There is some merit in it, but in general our
recommendation not only to this government but to the previous government
has been that we have been opposed to farm storage; because up until the
introduction of the Temporary Wheat Reserves Act, where the government is
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assuming a share of the storage, all storage had been paid by the board
out of the producers pool. A large quantity still comes out of the producers
pool, and if we should pay farmers for farm storage, you are paying the
man who can afford to hold his grain. We do not think it would be an equitable
distribution of costs to pay the man who was in that position. Some of them
for personal reasons prefer holding grain for some period of time on their
farms, which would have the effect of increasing our storage costs. Generally
we feel that we should take off the farms all the grain we can, and get
it into commercial position where it is available for ready movement to
markets. And for that reason, as a board, we have not recommended to the
government the adoption of the policy of farm storage.

I should point out that provision is made in our act for us to pay farm
storage. We did have it at one time in the early 1940’s and increased the
initial payments one cent per month, but our experience was not very
satisfactory, and as a board we have not recommended the adoption of that
policy, although there is power under our act to do so.

By Mr. Jorgensen:

Q. You mentioned your experience was not satisfactory in the 1940’s.
Would you elaborate on that?—A. We felt that by carrying on that policy
We were encouraging farmers to hold back grain. In some instances it was our
€xperience, under those conditions which were quite different than now, farmers
Were leaving as much as they could of their crops to the end of the year, and
then they would make it available to us. It was not being delivered to us
at a time when we were in a position to meet our market commitments. It
Was the large holders who were doing it because they could keep their wheat
and take advantage of the farm storage. It is possible and we have the
Mmachinery to do it, but we have not considered it advisable to recommend its
adoption to the government.

Mr. GunpLock: It looks like it would be a very good thing to give you
an out on that huge surplus.

By Mr. Horner (Acadia):

Q. I would like to state there was some suggestion that we raise the
handling charges or allow the elevator companies to raise the handling charges.
I would 1like to suggest that the board has stated that it would encourage
all elevator companies to handle the grain at the same price and I would
Certainly back that policy up, because practically all the wheat pools are
Paying a dividend on their handling. I do not think it requires any more for
handling and we can take that as the chairman’s view, too.—A. Well, I can
assure you that will be our objective; but in fairness to the companies—and
We want to be fair—their costs of operation have increased very materially.

would not want this to be any indication that we are not going to negotiate
With them but they have a case to bring to us in connection with these charges.
I know their costs have gone up very materially, and, of course, this has been
Offset by other earnings. From the look of things this year, we think that there
Will be enough grain to give the companies a full handling and a full storage
€arning this year; but we will keep your views in mind.

61218-4—3



80 STANDING COMMITTEE

Mr. NASSERDEN: Mr. Chairman, I was not suggesting that we increase the
handling charges and not do something to offset it. I also suggested lowering
the storage charges.

Mr. HOorRNER (Acadia): Then I do not agree with you.

By Mr. Nasserden:

Q. It is just a thought; it may not be the best one, and it may make
trouble for a lot of people; but I wanted to point that out.

The other question I would like to ask is whether the use of the St.
Lawrence Seaway will affect the diversion charges at Churchill and other
places, when bigger ships can come through?—A. I would say it will not
affect the diversion charges at Churchill, or other areas. Do you mean will
it affect the use of these ports, will it restrict the movement of grain through
Churchill and Prince Rupert—or do you mean the one and a half cent diversion
charge? 4

Q. The diversion charge.—A. It will not affect the diversion charge at all;
and while no one is yet in a position to state what pattern will be set for the
movement of grain, we are hopeful it will reduce the cost for the movement of
grain. We are hopeful it will be of benefit to the producers of grain, and in
the long-term that we can take advantage of the seaway for Canada. But
my personal view is that unless there is a marked change in the structure of
ocean freight rates, the seaway is not going to adversely affect the business
we have been enjoying the last few years out of Churchill, Prince Rupert and
Vancouver. I do not think the savings that will be realized as a result of the
seaway will offset the operating advantages the other ports have at the present
time, due to the ocean freight rates that are prevailing.

The CHAIRMAN: Gentlemen, shall we proceed to paragraph 8?

Mr. TRELEAVEN: Mr. Chairman, this is a very long paragraph. Would you
like it dealt with by sub-paragraphs?

The CHAIRMAN: What is the wish of the committee? Can we take this
as read?

8. 1956-1957 Pool Account—Wheat

PoLicy

In accordance with the Canadian Wheat Board Act, 1935, as amended, the
Board administered an annual pool for wheat delivered to the Board between
August 1, 1956 and July 31, 1957.

The fixed initial price for wheat for 1956-57 was $1.40 per bushel basis
No. 1 Northern Wheat in store Fort Wiliam/Port Arthur or Vancouver. This
initial price was authorized by Order in Council P.C. 1956-884, June 7, 1956.
Initial prices for grades of wheat other than No. 1 Northern were established
by the Board and approved by Orders in Council.

Under Order in Council P.C. 1956-884, June 7, 1956 the Board was required
to sell wheat, other than Durums, for domestic use at the same price as it
sold wheat for registration under the revised International Wheat Agreement.
In the case of Durum grades of wheat, the Board was authorized to sell these
grades for domestic use at prices in excess of its selling prices under the Inter-
national Wheat Agreement.
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BoARrRD RECEIPTS

The following table shows receipts of wheat from producers, by months,
for the period from August 1, 1956 to July 31, 1957:

Bushels
eI TL v L by el el s tan o bl g 9 L R Ml 4,726,362.6
SEPIADEE L SN T SO e L G LR RIS R 15,039,254.1
05 50 o o o R ot e e AR J AL Mg PR, A B Tl gy 38,521,392.1
3 Do o) o) 22 ga et s O 32 Ep AR sy s Sl e e 0t S it 37,550,491.8
PIECBIMIEE" o8 S 50, i e Rl e byl s T 23,460,431.2
G i e L SRR el R S B e e e e 32,355,019.8
A D T N et et Tt AT iy S Mt o 51 T T FA A 26,133,925.3
Mareh: 24 G I i R SR U TS e 25,435,333.5
U507 g it st wi Wia | LR T Sl U i (R 20,092,200.4
1 Ty e TRl S o A o R A R N 25,242,503.6
iyt FeYlatayarnaca R e el 4l B A e ) e SN 43,126,364.0
A 17T, N RSOOSR o eyl ) g S g RS Caopater i 69,675,285.8
OB o s T Mg o e i o s S By S ANl 361,358,564.2

Board receipts from producers in 1956-57 amounted to 361.4 million bush-
els as compared with 352.2 million bushels in the previous crop year.
Throughout : the crop year producers’ deliveries reflected the disposition of
8rains in domestic and export markets and the resultant space which could
be made available in country elevators. The heaviest delivery months were
October and November, 1956, and June and July, 1957. The volume of wheat
delivered during the winter months reflected the steady export movement
through Pacific Coast ports.

GRADE PATTERN

The following table shows receipts from producers, by principal grades,
for the crop year 1956-57, along with the percentage of total receipts repre-
sented by-each of the principal grades:

Grade % of
(Including Toughs and Damps) Bushels Total
Nio:- 1 NOrtREIN "2 . 35 n o g i pstsrkinn 1,565,902.3 .43
IOk 2.5 N OF LTI 555 5 vy wh 6 i biale S Rt St i 58,663,980.2 16.23
NO -3 Northern ol ania s assls 91,437,869.5 25.30
NG, A N OPTHErTE o h s o s i 81,721,596.0 22.63
Nos. 1 to 4 Durum (including
Pixtra 4 DUTAINY: 7355 26 v w std s 20,030,058.7 5.54
Nosct 1t 3 Garnet ) v, N e LT E RN 386,801.2 11
OB RBEt . ) it i o T e asce Y 75,282,842.0 20.83
T TRy e s o Vo R e S R S L A N 21,587,290.7 5.97
Bapa i SWHERE 1 1 S8 T U e a fo-sheie o8 2,707,782.7 15
Other arades: LT, S SET A W e 7,974,440.9 2.2
4 oty Rl U S eI YR B SR AT 361,358,564.2 100.00

Early frosts, combined with a period of unfavourable harvesting weather,
SeVFYEIY lowered the grade pattern of Board receipts during 1956-57. Wheat
eliveries to the Board in 1956-57 would include quantities of wheat carried
61218-4—33
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over on farms on July 31, 1956 which would be largely No. 2 and No. 3 Northern
Wheat. The predominant grades delivered to the Board in 1956-57 were No. 3
Northern, No. 4 Northern and No. 5 Wheat, these three grades accounting
for 699 of all deliveries. Producers’ marketings of No. 2 Northern Wheat
amounted to 58.7 million bushels as compared with 214.0 million bushels of
this grade delivered in the previous crop year. Deliveries of No. 5 Wheat
were 75.3 million bushels as compared with 14.0 million bushels in 1955-56.
In point of volume, producers’ deliveries of No. 4 Northern and No. 5 Wheat
for 1956-57 were comparable to the deliveries of these grades in 1951-52
when the prairie provinces experienced a very unfavourable harvesting season.

TotalL WHEAT STOCKS—1956-57 PooL

Total wheat stocks in the 1956-57 Pool were 519,399,455.3 bushels, con-
sisting of 361,358,564.2 bushels received from producers, 898,653.8 bushels
purchased from other than producers and 157,142,237.3 bushels transferred
from the 1955-56 Pool to the 1956-57 Pools as at May 3, 1957.

1956-57 PoOL ACCOUNT—WHEAT

The following table shows the operating position of the 1956-57 Pool
Account—Wheat for the period August 1, 1956 to July 31, 1957. Some com-
ment should be directed to the inventory valuation of $476,884,644.28 shown
on this statement. Unsold wheat as at July 31, 1957 amounted to 366,380,500.8
bushels, and, as in the preceding year, was valued at cost. The main part of
the inventory consisted of receipts from producers and others for the account
of the 1956-57 Pool, and these stocks have been valued at initial prices basis
$1.40 per bushel for No. 1 Northern Wheat in store Fort William/Port Arthur
or Vancouver. A small portion of the inventory consisted of wheat trans-
ferred from the 1955-56 Pool to the 1956-57 Pool on May 3, 1957 and which
was unsold as at July 31, 1957. These latter stocks were valued basis transfer
prices. This basis of inventory valuation is used in presenting the operating
position of the 1956-57 Pool Account as at July 31, 1957, even though the
Board’s asking prices for No. 1 Northern Wheat averaged $1.61§ per bushel
basis in store Fort William/Port Arthur, and $1.711 per bushel basis in store
Vancouver for the period from August 1, 1957 to December 31, 1957.
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1956-57 Poor AccouNT—WHEAT

The following table shows the operating position of the 1956-57 Pool Account from August 1, 1956
to July 31, 1957:

(Value)
$ 692,120, 654.90

715,463,021.34

23,342,366.44

20,086, 611. 55

Bushels
1. Wheat acquired by the Board:
(a) Producers’ deliveries August 1, 1956 to July 31, 1957. .... 361,358,564.2
(b) Purchases from the 1955-56—Pool Account—Wheat. ..... 157,142,237.3
(c) Wheat otherwise acquired!...........c.cooivvunnenannnn. 893, 653.8
Total wheab S0QUITed U L. v v trss s snsivsinh suluron s 519, 399,455.3
(Value)
< Cost-of wheat-segumBdls & . o0 00 el BT, siin i st l G gl g Wi b S, dh
3. Proceeds of sales and value of unsold stocks
of wheat as at July 31, 1957:
(a) (i) Completed sales at realized prices...... il $ 156,691,485.23
(ii) Uncompleted sales at contract prices............... 81,886,891.83
Total proceeds fromsales...................ccoonnnn 238, 578, 377.06
(b) Value of unsold stocks of wheat stated at cost.......... 476,884,644 .28
45 (Sross surplusas at Jaly 81, 1057 .o 5 - ik s v wl b hvttie tone bk ot
5. Operating costs—August 1, 1956 to July 31, 1957:
(a) Carrying charges on wheat stored in country elevators.. 20,615,521.15
(b) Storage on wheat stored in terminal elevators 3,445,241.01
(e) Net interest paid on Agency wheat stocks.............. 1,698, 267.48
25,759,029.64
Less: Carrying charges received under the
Temporary Wheat Reserves Act............... 7,881,023.22
Net carrying charges paid ... .coovvivisinanboansans 17,878, 006.42
(d) Bank interest and exchange, etc., less net
inter-aceomnt Tateremt. v of Lk - vt s bt ke o bk 870,398.72
(e} Additional iralghl (Ret). 0ot i sty ix ot e 179,945.46
(f) Handling, stop-off and diversion charges................ 111,046.48
(@) Deving OharEesidon i by Tl Tre s TSl At 8,946.09
(h) Administrative and general expenses.................... 1,038, 268.38
6. Credit balance in' the 1956-57 Pool Account—Wheat, as at
July 31, 1957, after valuing stocks of wheat on hand at cost
prices basis in store Fort William/Port Arthur or Vancouver
\

eley.

$  3,255,754.89

!Net bushels acquired from the adjustment of overages and shortages, etc., at country and terminal

ators at Board initial prices, basis in store Fort William/Port Arthur or Vancouver.

*See preceding paragraph for basis of inventory valuation.
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OPERATING Co0STS—1956-57 WHEAT ACCOUNT

Net operating costs applicable to the 1956-57 Pool Account amounted to
$20,086,611.55 to July 31, 1957. Carrying charges on wheat stored in country
and terminal elevators amounted to $25,759,029.64. This item was reduced by
$7,881,023.22* received from the Government of Canada under the Temporary
Wheat Reserves Act and applied to the 1956-57 Pool Account to July 31, 1957.
Net carrying charges were, therefore, $17,878,006.42.

Interest and bank charges, less net inter-account interest, amounted to
$870,398.72. Net additional freight on wheat shipped from country elevators
to terminal positions amounted to $179,945.46. These charges arose mainly in
the movement of wheat to the Pacific Coast from stations in western Saskat-
chewan from which there is a more favourable freight rate to Fort William/
Port Arthur than to the Pacific Coast, and in the movement of low grade wheat
to the Lakehead from Alberta stations. This item also reflects a credit of freight
saved on wheat moved to Churchill.- Handling, stop-off and diversion charges
on wheat stored in interior terminals amounted to $111,046.48. Drying charges
were $8,946.09. Administrative and general expenses applicable to the 1956-57
Pool were $1,038;268.38 to July 31, 1957.

INTERNATIONAL WHEAT AGREEMENT

The crop year 1956-57 coincided with the first year of the new International
Wheat Agreement which became effective on August 1, 1956. This Agreement
provided for a maximum price of $2.00 per bushel and a minimum price of
$1.50 per bushel basis No. 1 Northern Wheat in store Fort William/Port Arthur,
expressed in Canadian currency at the parity of the Canadian dollar determined
for the purpose of the International Monetary Fund as at March 1, 1949.

A total of 42 importing countries and 6 exporting countries participated
in the Agreement in 1956-57.

In 1956-57 the total guaranteed quantity under the Agreement was 293.6
million bushels, and Canada’s share of this total was 99.7 million bushels.
During 1956-57 total wheat sales registered under the International Wheat

#*See Supplementary Report of The Canadian Wheat Board for 1955-56, Page 3. Moneys
paid to the Board under the Temporary Wheat Reserves Act from August 1, 1956 to July 31,
1957 were divided between the two operating Pool Accounts as follows:

105558 P a0l - A CCOUNT==WHERT & 3¢ < ot v drmetiasidn T a b e i o ot $20,935,742.58
1956-57 Paol AccotnT—WHEAE 4 75 o5 v o i v e tilin s 5 cante 14 o v wie oia s honyntin 7,881,023.22
oy T S Yot NS o B LS GO R I, i A SN St YRV S $28,816,765.80

Agreement were 213.8 million bushels. Canadian sales registered under the
Agreement for the crop year were 58.0 million bushels.

In 1956-57 the Board continued to represent the Government of Canada
in the Administration of the International Wheat Agreement.

GENERAL COMMENTS ON THE MARKETING OF WHEAT—1956-57
StoCcKS UNDER ADMINISTRATION

The Board commenced the crop year 1956-57 with an inventory of 309.9
million bushels of wheat for the account of the 1955-56 Pool. From August 1,
1956, to July 31, 1957 deliveries to the 1956-57 Pool amounted to 362.3 million
bushels; therefore during the crop year the Board had under administration
672.2 million bushels of wheat for the account of the 1955-56 and 1956-57
Pools. The two Pool Accounts were administered concurrently until May 3;
1957 when the 1955-56 Account was closed and remaining stocks in that Poo}
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transferred to the 1956-57 Pool. From August 1, 1956 to May 3, 1957 sales
were applied to the 1955-56 Pool Account to the extent that this Pool could
supply the grades required for sales contracts. Sales contracts which could
not be completed from the 1955-56 Pool stocks were credited to the 1956-57
Pool Account.

THE INTERNATIONAL WHEAT MARKET—1956-57

To appraise the crop year 1956-57 it is necessary to refer briefly to a pre-
ceding development. ! _

Western Europe experienced a very severe winter in 1956 and the winter
Wheat crop for harvest in the following summer suffered severe damage. This
factor, along with indicated reduced wheat shipments from Argentina, caused
Substantial European buying of wheat in the first half of the calendar year,
1956. Buying was for both early and deferred delivery. Canada shared in
the improved market for wheat at the time.

The same circumstances indicated a considerably larger European and
world market for wheat in the crop year 1956-57 than in the preceding crop
year. The crop year opened on an optimistic note from the standpoint of
eéxporting countries. As far as Canada was concerned the first three months
of the crop year were satisfactory. Sales and exports were in line with
expectations.

By mid-November the demand for Canadian wheat had eased considerably
Without any significant change in the actual and potential world demand for
Wheat over the period of the crop year.

The factor which led to the curtailment of the demand for Canadian wheat
late in 1956 was the unprecedented disposal programme being developed by
the United States. This disposal programme was to encompass all methods
available to United States authorities in moving surplus grain into world
markets. The methods included sales for local currencies, barter and long-term
credit arrangements. Their export subsidies were geared to the maximum
export movement of both wheat and flour. The full impact of the United States
disposal programme became evident in December, 1956 and in the first fc?ur
months of 1957. In these five months United States exports of wheat (including
flour) amounted to almost 250 million bushels and averaged close to 50 million
bushels per month. It was in this critical period within the crop year 1956-57
that the United States made it clear that the increase in world trade in wheat
for the crop year would accrue in large measure to the United States and not to
any other exporting country. Export pressure from the United States eased
Somewhat in May, 1957 but increased in intensity in June, 1957 when wheat
exports amounted to 56.8 million bushels. Only in July, 1957 did United States
Wheat exports return to a reasonable level but by this time the history of the
Crop year 1956-57 had been determined.

In the crop year 1956-57 United States exports of wheat and flour
amounted to 549 million bushels. These exports represented about 439 of
Wworld trade in wheat in 1956-57 and an increase of about 200 million bushels
Over United States exports for the previous crop year. It was this massive
Uniteq States wheat export programme, largely carried out on a non-commercial

asis, which not only made it impossible for Canada to secure the advantage
of a larger world market for wheat in 1956-57 but actually caused a reduction in
anadian wheat exports as compared with 1955-56.

SALES POLICY

Throughout the crop year the Board carried out an aggressive selling policy.

No effort was spared to secure the greatest possible volume of sales, although in

€ last half of the crop year United States competition limited the results which
fould be attained.
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An important part of Board sales policy was concerned with pricing. The
policy whereby a buyer could purchase Board wheat either at its daily quoted
selling prices or on a deferred price basis was continued. Under the latter
arrangement a buyer had the right to declare the final price up to eight market
days after the date of call on shipment from St. Lawrence or Atlantic ports,
and from fifteen to twenty-two market days from date of loading from Pacific
Coast ports, depending on the destination of the shipment. A similar policy
was applied to Churchill, the buyer having the right to declare the final price
up to nine market days after the date of call. If the deferred price basis was
selected by the buyer, provision was made for an accounting price to be
established at the time of sale, but this price could be adjusted finally within the
time limits provided for each shipping range.

The Board continued its policy of quoting separate selling prices for wheat
basis in store Fort William/Port Arthur, basis in store Pacific Coast ports and
basis in store Churchill. This policy was designed to give greater flexibility in
Board pricing and had for its objective the making of Board wheat competitive
in overseas markets irrespective of the port of shipment.

During the major part of 1956-57 only minor variations occurred in Board
quotations for wheat in store the Lakehead and in store Pacific Coast ports. In
the final three months of the crop year it was necessary for the Board to lower
its selling prices for wheat in store the Lakehead in view of the level of ocean
freights and other factors which were causing wheat shipped via the eastern
route to be non-competitive in European markets. By July 31, 1957 the Board’s
quoted price for No. 1 Northern Wheat in store the Lakehead was 5 cents per
bushel lower than in store Pacific Coast ports. Throughout the crop year the
Board’s quoted prices basis in store Churchill were 11 cents per bushel higher
than quoted prices in store Fort William/Port Arthur.

Board pricing policies in 1956-57 should be examined from two viewpoints;
namely, the trend of quoted prices for No. 1 Northern Wheat and developments
in respect to Board pricing of grades other than No. 1 Northern Wheat. In the
following paragraphs both elements in Board pricing are dealt with.

The following table shows monthly average Board asking prices for No. 1
Northern Wheat in store Fort William/Port Arthur, in store Vancouver and
in store Churchill:

Monthly Average of Board Asking Prices I.W.A. and Class II Quotations Basis No. 1 Northern Wheat

In Store
Fort William/ In Store In Store
Port Arthur Vancouver Churchill
(cents per bushel)

e, WO Nt pl e i i 2l e 173 173} 184
September. M AR 172 172} 183
October. . . S i 171 171% 182
INOUE DO 15 5o 0 s bs Tyl oy tas et b S s T s o 169 170% 180
0T s e P e S S T AR R S e 169 171} 180
PRy 05T S Wl - o e ek S v s e 169 171 180
OB R o $50 s S s oose 1 le v o 168 1683 179
BMEarchy =i Sl iates: e e e G SR S 168 1681 179
DI g e L UL e L S e S s e A 167 167§ 178
S A A RN S T S e M £ TS T 163 168 174
o PR e SRR I ) T L R e 162 167§ 173
A1 O LS R T I (R R S e T 162 167} 173

It will be noted from the foregoing table that Board asking prices for
No. 1 Northern Wheat in store Fort William/Port Arthur and in store Churchill
declined steadily throughout the crop year. The July, 1957 average of Board
asking prices for No. 1 Northern Wheat in store Fort William/Port Arthur
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and in store Churchill was 114 cents per bushel lower than the average asking
price for August, 1956. In the case of asking prices for wheat in store Vancouver,
the decline was 6} cents per bushel.

The extent of the adjustment in Board asking prices can be indicated by
the fact that the highest price recorded within the crop year for No. 1 Northern
Wheat in store the Lakehead was $1.73% per bushel during August, 1956. The
lowest price recorded in the crop year for the same grade of wheat in the
same position was $1.61% per bushel in July, 1957. Corresponding high asking
prices and low asking prices for No. 1 Northern Wheat basis in store Vancouver
were $1.73% per bushel in August, 1956 and $1.66% per bushel in July, 1957.
For No. 1 Northern Wheat in store Churchill the range in Board asking prices
extended from $1.84% per bushel in August, 1956 to $1.72% per bushel in July,
1957.

An important factor in establishing the level of Board asking prices in
1956-57 was the exchange value of the Canadian dollar. On August 1, 1956 the
Canadian dollar was quoted at a premium of 1 27/329% in relation to the
United States dollar. Premiums on the Canadian dollar increased steadily
throughout the crop year reaching 5 15/329% on July 31, 1957. The effect of the
exchange position during the crop year 1956-57 may be indicated. Between
{Xugust 1, 1956 and July 31, 1957 Board asking prices for No. 1 Northern Wheat
In store Fort William/Port Arthur declined by 11% cents per bushel. Of this
decline 5% cents was due to the increase in the premium on the Canadian
dollar and 6} cents was due to market factors. The decline in Board asking
Prices for wheat in store Vancouver was less drastic, amounting to 63 cents per
bushel. This decline was due, in the main, to exchange. During the crop year
1956-57 prevailing premiums on the Canadian dollar had the effect of materially
lOWering the proceeds of Board sales of wheat and the income of the pool
accounts under administration during the crop year.

The second important phase of pricing policy is the adjustment of asking
Prices for grades of wheat other than No. 1 Northern. At the start of the crop
Year 1956-57 discounts applicable to the grades No. 3 Northern, No. 4 Northern,
No. 5, No. 6 and Feed Wheat were relatively wide. The widening of discounts
of these grades of wheat had been an important phase of Board pricing in the
Crop year 1955-56. During 1956-57 a further widening of spreads occurred.
The following table shows discounts under No. 1 Northern for other principal
grades of wheat on August 1, 1956 and July 31, 1957 (basis Fort William /Port
Arthur):

No. 2 L ANOS No. 4 No.5 No.6 Feed
Northern Northern Northern Wheat Wheat Wheat

(cents per bushel)
August 1,1956 . ..... S g L2197 HBE TSR —40
July 31, 1957 ...... FEVT ol 29 BB FeRAB ik

The foregoing table shows the applicable discounts at the beginning and
the end of the crop year 1956-57. Within the crop year, grade spreads were
Widened or narrowed to meet particular market situations as they arose. In
the case of No. 3 Northern (Lakehead basis) the discount was narrowed to 8
cents per bushel during November, widened to 9 cents in February and 12 cents
In March, narrowed to 8 cents in April, and widened to 10 cents in May and
11 cents in June. The discount for No. 4 Northern (Lakehead basis) was
harrowed to 16 cents per bushel in October, 14 cents in November, widened to
18 cents in March, narrowed to 16 cents in April, widened to 18 cents in May,

9 cents in June and 23 cents by the end of the crop year. In the case of No. 5
Wheat (Lakehead basis) the discount was narrowed to 27 cents per bushel
I August, 25 cents in November and 24 cents in January, and later widened
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to 29 cents in March. By mid-April the spread for No. 5 Wheat was 30 cents per
bushel and narrowed to 28 cents by the end of April. In late May the spread
was increased to 29 cents per bushel, and in June and July widened to 35 cents
and to 38 cents. Prices for lower grades of wheat must be kept under constant
review because these grades are subject to intensive competition from similar
qualities from other sources. Also, low grade wheat for feeding purposes is
subject to competition from corn, sorghums and other feed stuffs.

These changing discounts within the crop year reflected market conditions
—the demand for, and the availability of, particular grades of wheat at partic-
ular times.

Owing to the steady demand for the principal grades of wheat from
Pacific Coast ports throughout 1956-57, the Board was able to maintain some-
what narrower grade spreads in quoting prices in store Vancouver.

Early in 1957 it became apparent that export markets for Canadian flour
were being curtailed through severe price competition, particularly from sub-
sidized flour exports from the United States. Part of the marketing difficulties
in respect to flour was due to the fact that certain wheat exporting countries
(particularly the United States) were differentiating between the relative price
at which wheat and wheat flour were made available in seaboard positions for
export. Since the movement of Canadian flour into export positions was sub-
stantially the same as in other exporting countries, the Board decided to adjust
in a similar manner the position as between wheat for export and flour for
export, the adjustment applying to countries that imported mainly flour. The
flour adjustment policy did not apply on exports to the United Kingdom, other
European countries or the United States.

The policy provided that the amount of the export flour adjustment rate
would be announced by the Board each market day at 3:00 p.m. A provision
was made for separate rates to be established for the various export outlets
for Canadian flour. On March 1, 1957 the first export flour adjustment rates
were announced. These were 4} cents per bushel for flour exported from
Canadian Atlantic or U.S. Atlantic ports, 3 cents per bushel for flour exported
via St. Lawrence ports and Churchill and 8 cents per bushel for flour exported
via Canadian Pacific or U.S. Pacific Coast ports. Between March 1, 1957 and
July 31, 1957 flour adjustment rates were increased to 8% cents per bushel via
Canadian Atlantic or U.S. Atlantic ports, 8 cents per bushel via St. Lawrence
ports and Churchill and 10 cents per bushel via Canadian Pacific or U.S. Pacific
Coast ports.

In announcing the revised policy in respect to flour exports, the Board
pointed out that the policy was subject to cancellation at any time.

Throughout the greater part of 1956-57 the ocean freight rate structure
created difficult marketing conditions. The Suez crisis in the fall of 1956 had
the effect of tightening ocean freight markets. Ocean freight rates from
Pacific Coast ports to Western Europe practically doubled, increasing from
about 31 cents per bushel early in the crop year to 59 cents per bushel by the
end of 1956. Ocean freight rates from St. Lawrence ports to European destina-
tions increased from about 28 cents per bushel early in the crop year to 44
cents per bushel during the latter stages of navigation in the St. Lawrence.
Early in 1957, with the easing of tension in the Middle East, the international
freight market declined sharply. Lack of confidence in the freight market
reacted unfavourably upon the commodity movements in the first half of 1957
and created special problems in the marketing of Canadian wheat. The decline
in ocean freight rates from Pacific Coast ports to European destinations was
drastic. By the end of the crop year ocean freight could be purchased from
Pacific Coast ports to European destinations for about 23 cents per bushel as
compared with 59 cents per bushel in late December, 1956. Ocean freight rates
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from St. Lawrence ports declined from a level of 44 cents per bushel in Novem-
ber, 1956 to a level of about 15 cents per bushel in July, 1957. The difference
in ocean transportation costs from Pacific Coast ports and from St. Lawrence
ports was such that the laid down costs of wheat from the West Coast were
less than the laid down costs from St. Lawrence ports. It was this situation
which caused the Board to adjust its selling prices for wheat basis in store Fort
William/Port Arthur in an effort to achieve a reasonable volume of shipments
via the eastern route. There is no way in which grain from the eastern of
Saskatchewan and Manitoba can be moved to consuming markets other than
the limited movement through Churchill, and a substantial movement through
the Lakehead and earstern Canadian ports. The Board widened the differential
between its asking prices in store Fort William/Port Arthur and Vancouver
to the extent considered advisable, bearing in mind the current demand for
wheat from Pacific Coast ports. This problem carried over into the crop year
1957-58 when additional adjustments in Board asking prices for wheat in store
Fort William/Port Arthur were required.

In April, 1957 an arrangement was completed with Poland whereby the
latter country purchased a substantial quantity of wheat for shipment prior
to July 31, 1957 and a further quantity for shipment in 1957-58. The sale
Was implemented through a credit arrangement under the Export Credits
Iusurance Act.

SALES—1956-57

During the crop year 1956-57 Board sales of wheat were as follows:
Total Sales

(bushels)
Boraestic Sales o i i e N s e s 69,384,401.2
Export sales at Class I prices i, .. ..otuiieaiinas 179,279,718.4
Export sales under the terms of the International
Wheat AZPeeINent . . i 5iic i b et vk sl 57,039,000.9
Wheat losses in transit and in drying ............ 7,625.5

W i 0N S e o R e U R e e B e e e 305,710,746.0

Board sales of wheat during the crop year 1956-57 amounted to
305,710,746.0 bushels, of which 152,691,791.5 bushels were applied to the
1955-56 Pool Account and 153,018,954.5 bushels were applied to the 1956-57
Pool Account.

The annual reports covering Board operations for the previous two crop
Years have reviewed in general terms United States surplus disposal pro-
8rammes. These programmes were intensified during the 1956-57 crop year
and for this reason it is desirable to outline briefly the policies which were
followed.

Surplus agricultural commodities, including grains, are disposed of in
€Xport markets under three types of programmes:

(1) Disposal of Grains for Local currencies:

Title [—Public Law 480 and Section 402 of Public Law 665. Under these
laws surplus agricultural commodities are sold abroad for the currencies of
the importing country, and the funds so acquired are utilized by the
United States in that country for market development, purchase of stra-
tegic materials, military procurement, purchase of goods for other coun-
tries under mutual assistance programmes, grants for multi-lateral trade
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and economic development, loans for economic development within re-
cipient countries and international educational exchange. In- some instances
sales under these programmes have involved credit arrangements up to
forty years, with the bulk of the funds left with the contracting govern-
ment for economic development in the recipient country.

To the beginning of the 1956-57 crop year a total of $1.5 billion had been
appropriated by Congress for activities under Title I of Public Law 480. A
further $14 billion was appropriated for use during 1956-57 and virtually all
of this amount was allocated under contracts signed with foreign governments.
As at June 30, 1957 one hundred agreements had been entered into with
thirty-four countries, twenty-four of which involved the disposal of wheat and/
or flour, and twelve the disposal of surplus feed grains. Since the inception of
the programme 454 million bushels of wheat or flour and 75 million bushels of
feed grains have been disposed of. The recipient countries were Austria,
Bolivia, Brazil, Chile, Colombia, Ecuador, Egypt, Finland, Greece, Iceland,
India, Indonesia, Iran, Israel, Italy, Japan, Korea, Pakistan, Paraguay, Peru,
Portugal, Spain, Turkey and Yugoslavia.

During the crop year 1956-57, 195 million bushels of wheat or flour were
exported under Title I of Public Law 480 and Congress approved a further $1
billion to continue the programme to June 30, 1958.

Sales for local currencies under the provisions of Section 402 of Public
Law 665 amounted to $164 million for good grains and feed grains during
1956-57. A minimum appropriation of $250 million annually is earmarked for
surplus disposal activities. In general, the foreign currencies are utilized for
the same purposes as under Title I of Public Law 480. The commodity details
of sales made under this programme are not available by country and, con-
sequently, the amount of grain disposal in specific countries is not known.

(2) Disposal of Grain for Famine and Disaster Relief:

Title II—Public Law 480. Under this disposal plan surplus agricultural
commodities are donated to relieve famine and disaster.

During 1956-57 a further appropriation of $200 million was granted,
bringing the total funds appropriated to $500 million. Included is a provision
whereby ocean freight costs may be paid on shipments under the programme
and on donations of surplus foods through voluntary agencies and inter-
governmental organizations in the United States. Wheat and flour donations
during the 1956-57 crop year amounted to $63 million exclusive of trans-
portation costs, and feed grain donations totalled $9 million. Donations of
cereals have been made to the following twenty-six countries: Austria,
Hungary, Yugoslavia, Afghanistan, Pakistan, Bolivia, Haiti, Italy, Libya, India,
Turkey, British Honduras, Honduras, Germany (Federal Republic), Germany
(Soviet Occupied), Morocco, Iran, Japan, Costa Rica, Mexico, Tunisia, Nepal,
Vietnam, Guatemala, Peru and Czechoslovakia.

During the crop year a further $300 million was approved for ex-
penditure under this programme to continue its operation until June 30, 1958.

(3) Disposal of Grains under Barter Arrangements:

Title III—Public Law 480. Under this law surplus agricultural com-
modities may be exchanged for strategic materials entailing less risk of
loss through deterioration, or substantially less storage costs; or materials,
goods or equipment required in connection with foreign economic and
military aid and assistance; or materials or equipment required for off-
shore construction.
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During 1956-57 a total of 80 million bushels of wheat and 67.6 million
bushels of feed grains were exported from the United States under this
Provision.

Under the original programme barter contracts provided for the delivery
of specified materials to the Commodity Credit Corporation with payment in
surplus agricultural commodities which were exported by the contractor. The
origin of materials and the destination of agricultural commodities were limited
to friendly countries but were not required to be identical.

During the early part of the crop year there was keen interest in this
Programme by traders because of the favourable terms granted under barter
contracts. It became apparent, however, that barter activities were displacing
normal commercial exports of the United States and, as a result, the terms
and conditions of sale under barter contracts were modified and activities
under this programme restricted. The contracting countries were separated
into two groups: i

(a) Countries where United States commercial trade in wheat, feed
grains or cotton is neglible, and where shipments of these products
under the barter programme could be assumed to represent addi-
tional marketings;

(b) Countries considered to be dollar markets for United States agri-
cultural products, to which shipments under barter contracts could
be made only if such shipments represented net additions to United
States exports. A written statement to this effect must be submitted
to the Commodity Credit Corporation by a responsible official of
the importing country before a contract is validated. The Com-
modity Credit Corporation must be fully assured that exports under
the programme do not, in fact, displace normal commercial market-
ing of the United States.

Operations were further restricted by the Commodity Credit Corporation
"designating the commodities available for exchange by requiring that interest
Mmust be paid by the shipper for any time lag between delivery by the Corpora-
tion of the surplus commodity and delivery to the Corporation of the bartered
Material; by preventing trans-shipments from the contracting country; and
by limiting the bartered materials to goods not processed or produced in the
United States.

A total of forty-one countries have received surplus agricultural com-
Modities under this programme, but the details by country of destination

ave not been made public.

In addition to disposal of surplus materials under these formal pro-
graInmes, the Commodity Credit Corporation throughout the year sold grains
for export shipment on a bid basis. This procedure had the effect of depressing
Markets (for feed grains in particular) and interfering with normal com-
Mercia] exports of such grains from Canada.
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EXPORTS

The following table shows exports of wheat (including ﬁdur) by months
for the crop year 1956-57:*

Million Bushels

T2V 10y o ah it CARETR g Tt S e B Al S G e 29.3
] o Gl SRR SR R G - B R AT SRS SRR 27.8
B BT L L s T e s e S T 24.0
0 7o 7] o o Wt 8 T (T B G RS Sl s R 24.4
DT SRRl SR B e B SRR SR e e JE R L R A S 21.3
3BT T bh e L Y i e Lt i o e e g i R 0 174 1442
TN e e e e logunort o e e Wog b S 14.8
MABCR T 0 Th S e S s R e e 16.8
Gz oy § B e P ML VR R L 3 SN e T 15.2
17 IR R e BB (U S B £ SO S SRS SRS A 23.3
5 1) R R e W o SoR et (e Tee e e SR R s W e e Al SRS S 25.0
T e 3T e e B B E O S DR e T P 224 1175

TR oy L e e e e e I Bl ok e e A ) et 261.7

Total wheat exports, including flour, amounted to 261.8 million bushels
in the crop year 1956-57 as compared with exports of 309.8 million bushels in
1955-56.

Some comment should be directed to the seasonal aspect of wheat exports
in 1956-57. In the first half of the crop year (August, 1956 to January, 1957
inclusive) exports amounted to 144.2 million bushels. This level of exports in
the first half of the crop year was considered to be satisfactory especially in
view of the fact that exports during the first half of the crop year 1955-56
had amounted to 116.4 million bushels.

For reasons which have been stated, exports declined sharply in the second
half of the crop year. For the period from February through July exports
of wheat (including flour) were 117.5 million bushels as compared with near
record exports of 193.4 million bushels during the corresponding period in
1955-56.

*Source: Board of Grain Commissioners for Canada. Includes exports of Ontario Winter
Wheat.
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: EXPORTS OF WHEAT AND WHEAT FLOUR*
I Crop YEARS 1956-57 aND 1955-56

Continental Areas and Countries
Crop Year 1956-57

Crop Year
§ Flour 1955-56
3 Wheat (Wheat
: Equivalent) Total Total
(bushels)
Eurore:
Tinited Foipdom Ll v dind o s bbbty 79,629,421 10,806,097 90,435,518 109,446,122
[ TR E v g AR S R S N IR e et 36,286,718 4,253 36,290,971 29, 569, 806
13T R PR T i S e SR R 1 16,038,771 548,000 16,586,771 16,652, 244
{1 TR TONTS o B e ol R Sl e ST 11,189,926 3,703 11,193, 629 8,748, 585
Switzerland..... s Loty B IR SR AL 10,754,029 414 10,754,443 6,554,700
IR ARG S e S S S TR SO 9,523,546 — 9,523,546 14,007,000
S e e g R oy e e 4,024,686 — 4,024,686 1,736,572
OO i s gt o i By e bl i SR o 4 3,602,797 - 3,602,797 4,563,597
- T T e R TP R R e VS i 2,641,147 322 2,641,469 3,149,710
L A e e R O A oA e S 2,415,661 2,300 2,417,961 6,644,543
2 P R A NE CHE AV b R . R R e e 2,126,693 — 2,126,693 2,662,461
L R R s MBI IR e i L DG 1,550,267 — 1,550,267 1,213,893
TRTART Y G 1 < e SR AR R AR 353,397 11,247 364, 644 ,028
Gibraltar. it - 89,270 89,270 84,946
Portugal. . — 53,417 53,417 38,449
Iceland...... e s — 9,343 9,343 19, 506
Pibden. it Ab G At s d T e T — 7,296 7,296 —_
R Y e N e R S LT S NS oy STl — 1,824 1,824 58,815
R oBlaVin o i S R s e R — 2,702 2,702 7,013
L H o s T s O RS St 1k R S N — — — 14,790,447
O mecROSIOVRIEI S i/ s e < SR Bl J s & B e — — — 12,800,390
IRSE TS OTVAMNS £« e (ORm LY o hie = 5 e — — — 2,037,100
TP R e AR e B T A — - — 1,129,807
Rl S i ot el SRR G S aaA 7o) — — — 735,678
BRI T o e T e S e e AT RS 180,137,059 11,540,188 191,677,247 236,656,412
As1A Axp Ocrania:
8 T A O e R R B SR 34,407,170 693,434 35,100,604 29,439,868
1 Phalippine Islanda. . oot e bsessms - 5,353,108 5,353,108 6,353,460
] L N T e T T L 1,668,800 - 1,668,800 724,266
ERlciing: oy R AeeRiie 2 e 10 975,533 3,156 978, 689 i
BEBRS YOG i i i v SRR s kAR 297,836 550, 347 848,183 1,209,840
— 440,496 440,496 618,275
— 408,232 408,232 346, 628
i 401,416 401,416 484,734
371,000 — 371,000 343,467
—_ 254,744 254,744 103,067
189,243 — 189,243 —
— 205, 854 205,854 253,863
18, 660 29,447 48,107 46,017
— 31,825 31,825 67,132
— 17,135 17,135 39,501
— 1,512 1,512 3,591

37,928,242 8,390,706 46,318,948 40,023,709

CENTR.AL Awmerica AND THE CARIBBEAN AREA:

Trinidad and ToDEZO. .. .. ccereveeniiaeres A 1,463,196 1,463,196 2,264,743
Jamaica. . . d : .o.kf = 4 Py o Tak 7,633 1,398,692 1,406,325 1,498,276
Leeward and Windward Islands............ == 915,747 915,747 1,005,130
OR0E AR 1 1 2 2 o 15 s P s 0 T aed g gzgﬁg 34;5 ;’»?8 524.955
ominican Republic. ... .....oooorraersees — : : 461,821
B o, .‘?l.l.c .................. 64,007 249,037 313,044 292, 625
L s e B U e e R oA — 257,841 257,841 311,982
R IR RS B Y 2 246,976 246,976 477,382
N N SRS S D 833 244,147 244,980 394, 518
Ll e R el S e s 244,311 244,311 252, 632
LT AT A SR S e B 1,916 240,884 242,800 596,877
uatemala...... 123,104 117,454 240, 558 345,027
Nam}x‘ma ................................. — 23‘-;, %Oi %‘g 3 Zi?i 315)4 809
etherlands illes. .. .. — 142, 61 ; 2, 609
T iy s e ot = 112,318 112,318 116, 660
5 65,357 65,357 74,468

=2 17,358 17,358 31,624

‘ o2 21,509 21,509 6,446

‘ L g P R T B E S S ST s 107,493 6,812,784 7,010,277 9,242, 584
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EXPORTS OF WHEAT AND WHEAT FLOUR*—Concluded
Crop YEARS 1956-57 AxD 1955-56
Continental Areas and Countries

Crop Year 1956-57

Flour Crop Year
(Wheat 1955-56
Wheat Equivalent) Total Total
(bushels)
SouTH AMERICA:
Venezuela. 28,307 2,931, 656 2,959,963 3,535,198
(271 S 2,805, 600 24,610 2,830,210 1,145,447
Ecuador....... 322,446 — 322,446 1,415,305
British Guiana - 216,069 216,069 243,992
BOTINAEN. - vn 2 oersie 5 5 — 165, 266 165,266 194,050
Colombia. L 0. e - g — 115,962 115,962 209, 353
Other Countries -_ 115 115 7,429
T T A s S AR UGS N PO g 3,156, 353 3,453,678 6,610,031 6,750,774
AFRICA:
it e A AR AR b Y ALl Tl ey — 716,409 716,409 717,021
British Seuth Afries. . . . 0. N 0l e 473,872 — 473,872 —
Belgian Congo....%......covoiieiiiiinien. o 336,237 336,237 749,435
R hodesiBAR - N R R O (T 302,774 6,044 308,818 477, 546
Mugenas - Tt S R e S s Sl — 242,310 242,310 290,912
g YT R T B S e S S - 215,733 215,733 319,415
Portuguese East Africa 189,840 17,549 207,389 190, 268
Portuguese West Africa — 34,252 34,252 59,920
Azores and Madeira. . ... ox . no v amimes e - 19,883 19,883 50,203
Other British West Africa.................. =2 19,320 19,320 LA
RAOTORRD.. i R s Ty IR R s s A « — 15,433 15,433 21, 360
T e Pk g e — 11,868 11,868 L
(8550 iy e e B & D e G SR S A e 9,248 9,248 37,183
OtReRConkleion: | & 2SS TR S U e — 3,758 3,758 46,127
Union of South Afries. . ..ccco0. i iihveesvs — e i 5,240,705
DO AT . o T P S e eidin T 3o Sk vobmle Mg 5T 966,486 1,648,044 2,614,530 8,200,095
NorTH AMERICA:
Dtod Bbatel T 1 s i e sty gvis von e 0 fu 1,676, 608 1,676,608 =
Milling in Bond 1,114,084 — 1,114,084 562,395
Dioteatio VBl 1. ot s svdm i sn qmns s 4,757,417 — 4,757,417 7,693,553
Ofhior Coumtrieal. . | Attis ol dalmai e s ks o5 - 17,583 17,583 51,023
R o\ b PSSR R Wy e b e E 5,871,501 1,694,191 7,565,692 8,306,971
AL Other CotETIOR. o v 1 = 55 et b s sie p howA s — o S 920
GRAND TOTAL. ;. o s isoms stlation d wiann sunosanss 228,257,134 33,539,591 261,796,725 309,181,465

*Source: Board of Grain Commissioners for Canada. Includes exports of Ontario Winter Wheat.

During the crop year Europe provided the largest regional market for
Canadian wheat and flour. Exports to Europe amounted to 191.7 million bushels
as compared with 236.7 million bushels in the previous crop year. The decline
in Canadian exports to Europe resulted, in the main, from a reduction in the
quantity of wheat exported to Poland and the fact that the U.S.S.R, Czecho-
slovakia, East Germany, Hungary and Finland did not purchase Canadian
wheat in the crop year 1956-57. In February, 1956 the U.S.S.R. signed an agree-
ment with Canada providing for the purchase of from 400,000 to 500,000 tons
of wheat in each of the three years covered by the agreement. The U.S.S.R.
had until February, 1958 to purchase wheat in the second year of the agreement
and purchases were made subsequent to August 1, 1957. It so happened that
Russian purchases of Canadian wheat under the agreement did not fall within
the crop year 1956-57.

Exports to European countries outside of Eastern Europe were 9 million
bushels less than in the previous crop year. Exports to the United Kingdom
declined by 19 million bushels, the decline being due to larger British imports
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from the United States of low grade wheat or wheat with guaranteed protein
which was available in the last half of the crop year in volume and at relatively
low prices. Exports to countries in Continental Western Europe exceeded exports
of the previous crop year. Exports to Germany, The Netherlands, Switzland
and France were substantially higher than in 1955-56, and Canadian exports
to Belgium were fully maintained. Slightly smaller exports were made to
Norway, Ireland and Austria. Italian purchases were limited by the substantial
crop harvested in Italy in 1956.

In Asia exports of Canadian wheat and flour were higher than in the
Previous crop year, the improvement being represented by increased exports
to Japan, Israel and Pakistan.

Exports to Central America and the Caribbean Area are largely in the
form of flour and were moderately smaller in 1956-57 than in the previous crop
Year.

Exports to South America were fully maintained in 1956-57. Smaller
burchases by Venezuela and Ecuador were offset by larger exports to Peru.

In Africa the decline in exports was largely due to the fact that in 1955-56
the Union of South Africa had purchased 5.2 million bushels of wheat from
Canada. Improved production in 1956 made it unnecessary for the Union of
South Africa to import Canadian wheat in 1956-57.

United States imports of Canadian wheat for consumption (mainly wheat
?01' feed) amounted to 4.8 million bushels as compared with 7.7 million bushels
In the previous crop year. This decline reflected the adequacy of the feed grain
Supply of the United States. Reduced exports of wheat for consumption in the

nited States were partially offset by exports of Canadian flour to the extent
of 1.7 million bushels.

WHEAT EXPORTS BY PORTS*

Exports of wheat (including Ontario Winter Wheat) through Eastern
Canadian ports in 1956-57 amounted to 101.5 million bushels, of which 82.7
million bushels were shipped through St. Lawrence ports. Wheat shipments
through Atlantic winter ports were 18.8 million bushels.

Pacific Coast clearances amounted to 104.1 million bushels for 1956-57 and
2 record shipping programme was again established at the Port of Churchill,
With clearances reaching 16.3 million bushels. Exports of wheat to destina-
tions in the United States were 5.9 million bushels, while .5 million bushels
Were exported to other countries through the United States Atlantic seaboard.

UTILIZATION OF SPECIAL ACCOUNT

Section 29A of the Canadian Wheat Board Act provides that unclaimed
balances in the hands of the Board which are six years old or more may, with
€ approval of Governor in Council, be transferred to a Special Account. The
ct specifically sets forth that these funds shall be used “for such purposes as
€ Governor in Council upon the recommendation of the Board may deem
%0 be for the benefit of producers.”

. During the summer and fall of 1957 the Board arranged for five visiting
Missions from important grain importing countries. The purpose of the missions
Wa§ to see at first hand the methods of handling and marketing of western
8fain. In most cases it was possible for the visiting missions to see the 1957

Arvesting, in addition to observing and studying Canadian handling and
Inel‘Chandising methods in Winnipeg and other parts of Canada.

4 In mid-May a mission representing the barley trade of the United King-

& visited Canada to study the handling, grading and merchandising of

*Source: Board of Grain Commissioners for Canada.
61218-4—4
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Canadian barley. The second mission came to Canada in June and consisted
of the leading cereal chemists of Belgium, The Netherlands and Switzerland.
The itinerary and programme for this group was arranged by Dr. J. A. Ander-
son, Chief Chemist, Board of Grain Commissioners for Canada.

In August the third mission was from Austria and this visit was directed
towards the handling, grading and merchandising of Canadian wheat. In late
August a fourth mission representing Cooperative Wholesale Society Limited,
United Kingdom, arrived in Canada to inspect and study grain handling
facilities and methods. The final mission of the year was one representing the
milling industry of the Federal Republic of Germany. This group was given
every opportunity of observing the production, marketing and processing of
Canadian wheat.

In arranging the work and programme for visiting missions the grain
trade in Winnipeg and elsewhere, and other interests in Canada, cooperated
generously. The Board would like to acknowledge especially the help of the
following in connection with the 1957 missions; The Board of Grain Com-
missioners for Canada, including the Grain Inspection Branch and the Research
Laboratory; the Dominion Laboratory of Plant Pathology, Winnipeg; the Domin-
ion Laboratory of Cereal Breeding, Winnipeg; the Plant Products Division,
Production Services, Department of Agriculture, Winnipeg; the Saskatchewan
Wheat Pool, Regina; the Manitoba Pool Elevators, Winnipeg; the United Grain
Growers Limited, Winnipeg; the Experimental Farm Services, Department of
Agriculture, Ottawa; the Department of Trade and Commerce, Ottawa; Toronto
Elevators Limited, Toronto; the Quaker Oats Company, Peterborough; the
National Harbours Board, Montreal and Churchill; the shippers and exporters
of Vancouver, Winnipeg and Montreal; and the milling industry of Canada.

SALES PROMOTION

During the crop year the Board received effective co-operation from grain
shippers and exporters and the Canadian milling industry in their capacity as
agents of The Canadian Wheat Board.

Members and officials of the Board continued close contact with overseas
wheat and flour markets. In 1956 members of the Board visited the United
Kingdom, The Netherlands, Belgium, Austria, Italy, Germany, Switzerland,
France, Denmark, the U.S.S.R., Hungary, Czechlosovakia, Poland, Japan,
Hong Kong and the Philippines. The London and Rotterdam offices of the
Board maintained close liaison with all importing countries in Western Europe.

The Board, in co-operation with the Board of Grain Commissioners for
‘Canada, arranged for A. W. Alcock and G. N. Irvine, Cereal Chemists, to visit
Japan to discuss milling and baking procedures with interested individuals and
trade associations. The visit was useful from the standpoint of utilization of
Canadian wheat in the Japanese market.

The Canadian Wheat Board film entitled “Canadian Wheat” is circulating
in practically all importing countries and is now available in the French, Ger-
man, Portuguese, Italian, Polish and Japanese languages.

The Board wishes to acknowledge the assistance which it received
throughout the crop year from the Grain Division, Department of Trade and
Commerce, Ottawa; the Canadian Trade Commissioners’ Service and the Board
of Grain Commissioners for Canada. These agencies were very helpful in
facilitating the marketing of Canadian wheat and flour.

The CHAIRMAN: Any questions on paragraph 8?

Mr. McNamara: It is a long paragraph dealing not only with the pool
accounts, the international wheat agreement, the general marketing situation,
our sales policy and the American policies that were referred to previously.
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Mr. THoMAS: I would suggest, Mr. Chairman, if we just go through it by
sub-headings. For instance, there is a question or two I would like to ask in
connection with the international wheat agreement.

The CHAIRMAN: Regarding policy, any questions?

Board receipts?

Grade pattern?

By Mr. Horner (Acadia):

Q. Another question I had in mind would be under grade pattern or board
receipts. What grade of wheat and so forth is used in determining the initial
payment and final payment. In 1956-57 the final payment on No. 4 wheat was
2.7 cents, or something, and that was determined by the amount of grain grown.
I wonder if a separate pool is kept under each grade?—A. Yes, a separate pool
is operated, but that statement should be qualified by pointing out that that
does not mean that the price at which we sell the 4 northern at a particular
time just goes into that pool. We maintain, through a system of accounting, a
general level, but the spread that the 4 northern is sold at under the level of 1
Northern is reflected—we might say four northern at the present time under the
Initial payment price had a 15 cent discount under No. 1 northern, but the
Mmarket spread has been as much as 22 cents, I think it was up to 24 cents a
bushel under No. 1 northern. That is the spread that this 4 northern sold at as
related to the basic level; and the sales in the pool are reflected in the final
Payment. The fact is that the wheat purchased, the 4 northern, in the 1956-57
Crop year and in this last crop year was at a discount or at a narrower spread
related to 1 northern. But we could not merchandise it at that spread, and that
has led to a lower final payment.

Q. When it reaches this figure for No. 4 wheat, you spoke of some difference
of, say, 22 cents, I think you referred to, under No. 1 wheat; the abundance of
No. 4 wheat had some influence on whether you sold it. You did sell it cheaper

ecause you had more of it?—A. Yes, that is it. You see, we have a level on
No. 1 northern of $1.70, and we can sell it at that level; but if 4 northern is in
heavy supply as it has been, and is not moving freely into consumption we will
sell this grade at a discount of 16 cents, 17 cents, 18 cents, 20 cents under No. 1
Which is the level at which we can move it. And it is this spread under the
level of 1 northern that determines the amount of the final payment paid to the
Producer of the 4 northern. These spreads may fluctuate or vary very freely
for the various grades to a level at which the various grades can be moved.

Q. The reason I asked that question was that looking into the next year,
1957-58, one cannot assume that No. 4 northern would be again subsidized to the
extent of 15 cents under what it might sell for—15 cents below No. 1 wheat in

e next crop pool?—A. It may, but I am not that optimistic, because we are
Carrying in the 1957-58 pool large deliveries which have just been completed,
and we have a heavy, heavy stock of 4 northern. That is a very slow-moving
8rade at the present time. In fact, if it was not for assistance we received this
Year from various programs under the Colombo Plan and so on, that produced
Arrangements for the movement of No. 4 northern wheat, we would be in a
Serious position with regard to our 4 northern. Our 4 northern, as Dr. Anderson
and Mr. Milner will be explaining to you, is not one of the premium wheats in
the world market. There are other wheats that can compete favourably with

horthern, whereas in the high grades we have a quality which other countries
ave difficulty matching. When you get into 4 northern you run into difficulty
Yom our friends to the south and other countries.

Q. Another question in your report, I see the percentage of No. 1 northern
Was .43 per cent. Would you say wheat was deteriorating to that extent? The
f‘111”11'1ers in the west think that No. 1 northern is a forgotten grade, that there is
0 such thing. They feel they are still growing as good wheat, but they are

61218-4—43
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just not getting grades. Would you say they are not growing No. 1 northern
any longer and that the wheat is not as good?—A. I would suggest that you
ask Mr. Milner that question, I will be an interested listener.

By Mr. Forbes:

Q. Do all the grain companies in Canada act as agents for the Wheat
Board?—A. Not all in Canada, no, because there are some dealers in eastern
Canada that are not interested in the movement of western grain. But
generally speaking all the companies that operate elevators within our desig-
nated areas act as agents. Also, all the international houses as well as the
Canadian houses engaged in export business do become agents of our board and
act for us.

Q. They would sell principally class 2 wheat?—A. Well, actually there is
no difference for class 2. The price for wheat sold under International Wheat
Agreement is the same price as the price to all other buyers. Even though
the board as such negotiates some of the business, or whether it is the heads
of government or purchasing agents in the various countries that arranges the
purchase it is the Canadian grain trade that finalizes the transaction and moves
the grain forward and completes the transaction. They are a very, very
valuable arm of our organization. I would not want to minimize the assistance
we get from the grain trade generally in selling and handling our grain and in
our efforts to merchandise it.

Q. Would you accept an offer on a quantity of wheat or have you a set
price they must pay?—A. We will accept an offer. Usually when you talk
about somebody accepting an offer you think of accepting it at a bargain price;
but I should not say we would do that. Of course, the trade are in touch
with us constantly during the marketing period, and have various transactions
on which they are working. On occasions they come in and make us an offer
which may be below our asking price for that particular grade. If in the opinion
of the board it is a price we would be well advised to accept, we will accept
that offer. When we do, we lower our price to all the other customers. We
only have one price to all customers in effect at the same time. So if we
accept an offer below our asking price, that automatically becomes the new
price to other buyers.

Q. Do signatories to the International Wheat Agreement have the same
opportunity to make an offer as those parties who buy class 2?—A. Yes, the
International Wheat Agreement is just an agreement between countries in
which if the importing countries ask the government to make wheat available
at the maximum price, the exporters must do so. Conversely the floor on
international wheat is the minimum at which the exporting members have the
right to merchandise wheat. It has the advantage that we can go to someone
and say, “Now, live up to your obligation, we want you to take this wheat
at $1.50 per bushel”. :

The only obligations under the agreement are at the ceiling and at the
floor. But the market is trading, as it has traded the last few years, within
the range of the wheat agreement prices. We are recording various tran-
sactions and reducing the exporters’ or importers’ obligations by the amount
of purchases which are made within the agreement. But in the general trade
we handle it exactly the same way whether it is an I.W.A. country or whether
it is outside the LW.A.

With some countries we are doing more business outside the wheat agree-
ment than we are within, but if they ask us to record it under the wheat
agreement we do so. They ask us to record a sale as IL.W.A. and we record
the transaction against their obligation in the books of I.W.A.
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By Mr. Muir (Lisgar):

Q. I think I will ask a further question on this grade pattern. Do you
have the percentage of the total on one northern?—A. No, we can easily get it.
I think you will find the Board of Grain Commissioners will be in a position to
give you that information. It deals with the grading, and we have nothing
to do with the grading.

Q. I am just wondering whether in connection with our new stocks of
wheat, whether it is because of the wheat we are growing now or because of the
weather or other factors, but there has been a great decrease in the amount
of No. 1 northern grown on the prairies.—A. I appreciate that, and I think
Mr. Milner will be able to give you full particulars regarding that.

The CrHAIRMAN: Total wheat stocks—1956-57 pool.

1956-57 pool account—wheat.

Operating costs.

International Wheat Agreement.

By Mr. Thomas:

Q. I would like an opinion from the chairman of the board as to whether
they feel that this international agreement is serving a good purpose as far as
Canada is concerned. I do not want to get you into any expression of policy,
Sir, but can you tell us how the Wheat Board feels about it?—A. Well, I
Would be very glad to. I think it probably should be more of a personal
Opinion than the consolidated views of the Canadian Wheat Board as such,
although I have every reason to feel that my colleagues share to a degree, my
Views about the International Wheat Agreement.

~ I have had the opportunity of representing Canada, I think, in all the
discussions that led up to the adoption of this agreement. I am personally a
Very, very strong believer in international cooperation, and in international
Cooperation in so far as wheat is concerned. I believe that the agreement has
€en a distinct advantage to Canada, to the exporting and importing countries,
and I am hoping that it will be renewed when it is up for renewal in this
Coming year.

Now, sir, if you ask me to set out in black and white the direct benefits
that we secure from the International Wheat Agreement it would be difficult,
€cause, as the critics of the agreement point out, countries are trading within
€ maximum and minimum and the agreement is not being implemented. I
0 know there are many, many intangibles that we as exporters realize that
he International Wheat Agreement provides. We have a number of meetings
°§ buyers, the representatives of all the importing countries, and we have
Iscussions on problems. It certainly gives us an opportunity of meeting with
€ people who are using and buying Canadian wheat.

In so far as the prices are concerned, even though the prices have not
N effective since the days under the agreement when wheat was called at
€ ceiling, I am satisfied with the fact that there is an agreement, with the
act that producers recognize the necessity of a maximum price on wheat
Z"her_l wheat is in short supply. The consumers, through the agreement, re-
O8nize there is a fair price on wheat when wheat is in surplus supply; they
accept the fact that this international agreement exists, that it has been of
aterial assistance to Canada and the other exporting countries in maintaining
the Price levels we have enjoyed, notwithstanding the enormous surpluses
that we have had in the world. I would go further and say I believe
at the fact that there is an International Wheat Agreement to which the

- aJor exporters are members, and the major importers except the United

bee
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Kingdom are members, has enabled Canada along with the United States,
Australia and the other exporting countries to cooperate more ‘closely in main-
taining price levels, regardless of the surplus position. That is why, sir, we
hope that this agreement will be renewed. I am very pleased that our govern-
ment has seen fit to indicate at this time without commitment, of course, that
Canada will again be prepared to sit around the table with the other nations
of the world and see if an arrangement can be made to renegotiate the
agreement.

It may be a different type of agreement. Probably there are some changes
which are desirable. Personally, I would hate to see less international coopera-
tion in wheat than has been the case under an international wheat agreement.

By Mr. Rapp:
Q. I would like to ask a question which would take us back a few years.
It concerns the five cents which kept the United Kingdom out of the inter-
national wheat agreement.  Would that not have a detrimental effect on our
trade policy?—A. I believe that was dealt with quite a few years ago.
Q. I do not wish to ask you to answer it then.

The CHAIRMAN: It is not a matter which is before us here today.

By Mr. Gundlock:

Q. I would like to go back a couple of paragraphs. There is an item under
“total wheat stocks, 1956-57 pool”, and the 898,653.8 bushels which were
purchased from others than producers.—A. There is a footnote there. It reads:

Net bushels acquired from the adjustment of overages and short-
ages, etc., at country and terminal elevators at Board initial prices, basis
in store Fort William, Port Arthur, or Vancouver.

The point is that in the weigh-up of these terminals, if there is an
overage, they cannot sell it for their own account. There is provision whereby
we buy at the initial payment price the overage, but they do not participate
in any additional future payments we make.

In the year we are discussing, that grain would show up in “other than
from producers”.

Q. I had in mind some of the older farmers wro were retired and selling
out, and who had stocks of wheat on hand.—A. No. Their grain would come
in as producer’s grain.

In the last two months we have made substantial progress in being able
to relieve some of the cases of people in their sixties and seventies who have
retired.

When we reach the six bushel level and we are going on to seven, we
endeavour, as far as possible, to take in all these older folk grain. This
situation has improved very considerably in the last few months.

By Mr. Muir (Lisgar):

Q. How long does that wheat agreement have to run?—A. One more
year. A preliminary conference will be held in October or November of this
year to discuss under the auspices of the United Nations, the possibility of
renewing it, and if it is decided to go ahead, a conference will be held in
January.

The CHAIRMAN: Are there any general comments on “Stocks under
administration”, or “The international wheat market—1956-57"? Or “Sales
policy”?
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By Mr. Muir (Lisgar):

Q. I think this would be the proper place to put the question that I raised
earlier in the meeting in regard to why our sales for that particular year have
dropped from 309 to 266 while the total sales rose by 240? I know there is
an answer to that question which I think might be interesting to the committee.
—A. As I indicated earlier, the major factor of the disappointing realization of
1956-1957 as compared to the previous year and particularly as compared to
the extension of the movements into international trade that year, can be
directly attributed to the activities of our friends below the border.

As indicated in our report, Europe had suffered a lower crop than normally,
due to the frost.

France, instead of being an exporter, was becoming an importer, and there
was a demand for wheat that exceeded the demand in previous years.

But unfortunately due to the competition that developed particularly with
Tegard to some of the American policies, Canada did not enjoy the increase in
the demand that we normally would have expected or that I think we were
entitled to enjoy.

This was the year when the Americans extended their various types of
disposal programs. We have outlined in our annual report the various pro-
grams under which their grain was disposed of.

I think the most serious competition with which we were confronted, a
competition that we did not have any tools to match, was the barter program
that the government of the United States developed.

Speaking from memory I think it was about 80 million bushels of wheat
that was sold by the Americans in competition with Canadian wheat in our
Mmain markets of Europe under Barter.

Substantial quantities were merchandized in the British Isles regardless
of the Canadian preference as well as in France and in other countries.

It was competition that we found we could not compete with because it
Was related to strategic materials being bartered by American firms handling
this business for them.

It was not just a case of our lowering the price to meet competition, because
that would not have produced results.

I am happy to say that as a result of representations made by our govern-
Mment to Washington, there is a realization by our friends in Washington that
these barter sales do obstruct Canada’s as well as America’s commercial
Marketings and the situation is not now as critical as it was in the previous
Welve months. But I can say that competition was particularly vicious during
1956-57 which is the crop year that we are considering today.

Q. During that period our government did not deliver any grain to the
Colombo countries?—A. Oh yes; we had a Colombo plan program that year, but
Dot as extensive a program as the one which has been in operation during the
Past crop year.

Q. There has been some grain moved?—A. Yes, but in limited quantity.

By Mr. Horner (Acadia):

Q. Under this same sales policy, there are no terms set out by the govern-
Ment in the payment to extend credit in the case of one country on sales of
Wheat—A. Yes. Generally parliament does not “fund” the board. We have
Mo funds of our own for the purpose of extending credit because we require
the funds to pay the producers. Most of our operations are done through loans
Tom the bank. If we extended credit, we would have to be prepared to borrow

Money, and it would delay the closing out of the various pools.
saf This question of selling on credit is a very complex one. I think I am on
€ ground in saying that as a board—although we realize fully that under
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conditions which exist today, we must face up to selling wheat on credit—that
we have not found it particularly advantageous in developing marketing policies
or in dealing with various customers.

Wheat is a commodity which is consumed almost as rapidly as it is
procured. With some of these countries with whom we have dealt on credit
we find that when the time for repayment comes around in two or three
years, if they require further wheat, their first approach is to have the terms
or the provision of credit extended, or to re-negotiate more favourable terms;
and in some cases, unfortunately, we find that they tend to look to new
sources of supply for their next requirements.

So it is not business which a country like Canada,—which should be a
permanent exporter of grain, and which should have a long range sales policy
before it—should embark upon.

A large percentage of our business is done with our traditional customers,
the United Kingdom and western European countries.

If we were to extend credit provisions to certain countries, it would
immediately raise the question in the minds of our traditional customers: are
we discriminating against them?

In a year like the past year money was tight, and the bank rate in
England was seven per cent. A buyer would become interested in the possibility
of getting Canadian grain on credit if it could be financed easier in Canada
or in North America.

It was with this in mind that we suggested to the government that we
recognize credit as being necessary under these conditions, but that it should
be approached very carefully, and if possibly confined to countries such as
eastern European countries where the western world recognizes communistic
competition and where we are trying to help them.

The British buyer does not think that because we deal on credit with
Poland, that he should be given the same terms, nor does he object when we
make special arrangements for Colombo plan countries, or with under-
developed countries.

But as far as Canada is concerned, when we have 300 million bushels of
wheat a year to dispose of, the question of extending credit raises very serious
problems for the government.

My first view is—and it is shared by my colleagues on the board—that
the matter of credit sales should be approached very carefully.

We think it is better to keep the Canadian Wheat Board out of it. Then
we cannot be accused of playing favourites.

In so far as the government is concerned, if it is a matter of negotiation
between the governments of two countries, particularly when guaranteed by
the government, the chances of repayment are much better than if handled on
a purely commercial basis. I think the approach of the government on the
matter of credit has been very sound.

By Mr. Gundlock:

Q. I would like to ask just what figure the board considers a surplus
quantity figure?—A. That was recognized by parliament in the Temporary
Wheat Reserves Act: that a surplus quantity of wheat over and above 178
million bushels, would be considered as an abnormal surplus.

The government pays the carrying charges on that quantity, over 178
million bushels.

Speaking personally, I would be alarmed to see our grain stocks depleted
to that extent. We have a surplus problem and we are all glad to see our wheat
disposed of. But we can service our customers more efficiently if we have on
hand stocks of the various grades and are always in a position to meet their
requirements, '
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In some years when we were sold out of certain grades we lost some
sales which would not have been the case if we had had adequate supplies
in position.

I think, roughly speaking, that from 200 million to 250 million bushels in
commercial position is a normal reserve for a country like Canada which is
trying to export 300 million bushels a year.

By Mr. Thomas:

Q. I know that some of the farm organizations have been talking for
Several years about a special two-price system. Would the chairman of the
board care to comment on the difficulties of such system as applied to Canada,
or is that a subject which should not be discussed here.—A. I think that is
'lc'eally a question of government policy and a decision of parliament with regard
o it.

However, I must admit that I would like to see the western producers
get the benefit of the increased money that would come to the board as a
Tesult of a higher domestic price. But I can see some complications in our
Operations particularly in our dealings with countries like the United States
and other countries which are subsidizing, and which have a two-price system
In effect.

We are continually pressing them; that they should not be upsetting normal
Commercial business.

One of the arguments would be removed if the government decided to
Put into effect a special domestic price for Canada. It would have a bearing
on our general trade policy as a nation, but that is not my responsibility, and
I welcome the returns to our pools which would be of benefit to our producers.

. Personally I have never been able to recommend to the government that
1t would be advantageous to adopt a two-price system. That is a personal
feeling of my own, and I give it to you for what it is worth. ,

Of course, there are two sides to this problem. You must remember that
the quantity of wheat that you are talking about is not a large quantity as
Compared to our overall turnover.

’ I would estimate that only 40 milion bushels of wheat would be involved
In a two-price system out of the 360 million bushels we handle in a year.

T am going outside of my province when I speak of these things, but I
do like to answer your questions. However, I think it is government policy.

By Mr. Rapp:

Q. Going back to 1956-57, you mentioned 40 million bushels for domestic
Consumption. Here you have domestic sales for 69 million bushels?—A. That
Includes the lower grades used for feeding purposes. I do not think it would

€ possible to have a two-price system applied for feeding grains, because
ey have to be sold in competition with oats, barley and other feeding stuffs.

By Mr. Jorgenson:
Q. I do not suppose it is possible to get accurate figures of the amount of
8rain moved into consumption, particularly in view of the amounts that have
een dealt with by appliance dealers and the like? You have no records in that
Tegard?—A. We know the quantity that goes in for human consumption through
Statistics which are available from the mill grind. We do not know the exact
Quantity that goes into animal consumption on farms at all. We have no figures
“Overing that. ‘
It has been pointed out to me, that in regard to farm utilization we have
estimated figure.
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Mr. TRELEAVEN: In table 4 on page 4 of the appendix at the back there are
estimates for farm disappearance in Canada. These figures would include feed
and seed.

Those figures are built up on the basis of total supply that has gone into
commercial positions, and are estimates of what is left on the farms at the end
of the crop year.

Generally these are estimates of our domestic requirements for all purposes,
and it is about 160 million bushels per year.

The CHAIRMAN: Gentlemen, we will now move to a consideration of the
item headed, “Disposal of grains for local currencies”.

By Mr. Horner (Acadia):

Q. Has there been any of this disposal of grain for local currencies done
by Canada?—A. No, not in Canada.

Q. That would be a government policy?—A. Yes, it would be government
policy. As you know, our friends to the south have been disposing of a lot of
wheat for local currency. They are in a better position to use that local currency.
As far as the wheat board is concerned, we need cash dollars to pay producers,
and we are not interested in yen in Japan.

The position of our government is such that we are not in the position
to utilize these local funds in local countries to the extent that the Americans
are with their large military establishments and other commitments that they
have made to these various nations.

As a matter of fact, they are having some difficulty in utilizing all the local
currency that they are accumulating around the world.

You will find that eventually it becomes a gift because you either have
to give away the funds or spend them for some particular project in the country
itself, and therefore this amounts almost to a gift.

The CHAIRMAN: We will now consider the item headed, “Disposal of
grain for famine and disaster relief”. _

If there are no questions in that regard we will consider the paragraph
on the “Disposal of grains under barter agreements”.

By Mr. Muir:

Q. Canada has not disposed of grains under barter arrangements?—A. No.
We have had proposals put to us from time to time by the international grain
trade. Of course, when you barter, you have to have a market for the goods
that the other country wants to dispose of in your country and it becomes 2
form of bilateral trading whereas Canada has a trade policy of multi-lateral
trade.

Our experience with barters show that there is usually a sharp reduction
in the price at which we make wheat available, and that brings in its wake the
question of discrimination against our regular customers who also want to sell
their goods to Canada.

I must say that in regard to any of the barter transactions, which have
been referred to us, none of them have proved attractive in so far as merchan-
dising wheat for Canada is concerned.

The CHAIRMAN: Are there any questions in regard to exports?

We will deal with the item on “Exports of wheat and wheat flour”. Are
there any questions in that regard?

Are there any questions in regard to the item covering “Wheat exports
by ports”?

Are there any questions in regard to “Utilization of special account”?

Are there any questions in regard to “Sales promotion” appearing on
page 16?
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By Mr. Muir:

Q. Do you have sales representatives in all importing countries that are
directly responsible to the wheat board?—A. Not as a board. We have an office
in London and an office in Rotterdam but they are information offices, which
make information available to the trade generally.

Of course, the Department of Trade and Commerce have trade commis-
sioners in all our important markets and they are very valuable to the wheat
board in promoting sales of grain. :

I could not allow this opportunity to pass without paying tribute to the
work that they are doing for us.

In addition to that, as I mentioned before, the international grain trade
work as agents of the board and have connections all over the world and they
are very, very helpful to us in developing our business.

I think the reputation of Canadian wheat is well known and is constantly
kept before all the buyers all over the world by these representatives of the
board, but not by board officers directly.

By Mr. Thomas:

Q. Could you say something about the competition between eastern
Winter wheat and western spring wheat?—A. You mean Ontario wheat?

Q. Yes.—A. Of course, this is soft wheat used for pastry flour. It does
not come into- direct competition in the export markets with the bulk of our
Wheat from the west.

Some of our Alberta red winter wheats are comparable, I understand, and
Can be used, but generally there is no competition really, in exporting, between
Ontario wheat and western wheat.

You might decide to ask that question of the Board of Grain Commissioner.

hey are much more competant than I am to answer it, but my general opinion
Is that we do not compete in the merchandising of Ontario wheat in the
€xport markets.

Q. From your experience, sir, could you set a comparable value? Of
Course, if there are two different commodities, this is difficult, but would you
Say if eastern winter wheat is as valuable on world markets as western spring
Wheat?—A. No, I would say that in merchandising Ontario wheat you
€Xperience more competition with other wheats of other countries in the
world. I think in so far as our western wheat, is concerned, and especially
our northern wheat, we have a quality that other people find difficult to
Match.

There is a market for that type of wheat, for blending with other wheat.
The quality needed in this regard is not found in wheat such as Ontario wheat.

At the present time I think Ontario wheat is competing directly with some
of the American wheats which are quite similar in quality, but there is no

xed ratio that you can set between these wheats. This depends on supply and
€mand, and the competition that exists.

The CHAIRMAN: Are there any questions in regard to “1956-57 pool account
——oats”?

PoLicy

9. 1956-57 Pool Account—Oats
By authority of Order in Council P.C. 1956-884, June 7, 1956 Parts III
and IV of the Canadian Wheat Board Act were extended to oats for the crop
Year 1956-57. By the same authority the initial price for oats for 1956-57 was
Sstablished at 65 cents per bushel basis No. 2 Canada Western Oats in store
Ort William/Port Arthur.
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BoaArp RECEIPTS

The following table shows Board receipts from producers, By months, from
August 1, 1956 to July 31, 1957:

August, 1956
September ..
October ....

December ...
January, 1957
February ...
Mareh ... oL

Bushels
................................... 1,768,993.7

.................................... 7,671,398.9
.................................... 14,281,146.8
.................................... 5,283,225.8
.................................... 2,738,612.9
.................................... 2,890,909.6
.................................... 2,341,872.8
.................................... 2,987,099.2
................................... . 2,870,584.6
.................................... 4,441,626.7
.................................... 6,753,817.9
.................................... 15,019,984.7

.................................... 69,049,273.6

Producers delivered 69.0 million bushels of oats to the 1956-57 Pool as
compared with 71.4 million bushels to the previous Pool. Deliveries were on
on a modest scale throughout the crop year. The largest delivery months were
September-October, 1956 and June-July, 1957.

GRADE PATTERN OF BOARD RECEIPTS

The following table shows Board receipts of oats from producers by
principal grades, along with the percentage of total receipts of each grade:

Grade 9% of

(Including Toughs and Damps) Bushels Total

o7 T E 008 TR E Y i LA A R e o e e T 179,736.5 .26
Jo o Tai a4l Grn Bais S Ctan e Sl Sl A s G T 11,535,706.9  16.71
Bxira Mo TReodrc s ALl s el grete o s 16,721,058.4  24.22
No il Boad ot adb et s dh aib o sidn pasehons e 38,010,870.4 55.05
No:2eed |40 Tindew 5 B h Sns 35 Fnss 2,025,450.0 2.93
INoF AU Beed SR NN T REREES 183,361.7 27
Ofher grades: i s 3T an e BaeunE 393,089.7 .56
145 ) S T L S s ST e TS 69,049,273.6 100.00

The grade pattern of oats deliveries in 1956-57 was very similar to the

previous crop year.

The principal grade was No. 1 Feed, with receipts of

38.0 million bushels, or 559 of total receipts.
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1956-57 Pool Account—Oats

) ’I:;?e following table shows the operating position of the 1956-57 Oats Pool from August 1, 1956 to
uly 31, 1957:

Bushels
1. Oats acquired by the Board:
(a) Producers’ deliveries August 1, 1956 to July 31, 1957......... 69,049,273.6
(b Qateothernseracadmedy s | of L S0 o DLl e T e 61.5
(¢) Purchased from 19855-56 Pool Account—Oats................ 10,523,170.3
O Al DR O I T o hter T ht o e e oo Hoam S e ot o s ety Fm e 79,572,505.4
(Value) (Value)
2 Contiof patirasanived .00 Ae i L L G haia ey il S oa e e S v s $49, 382, 898.53
3. Proceeds of sales and value of unsold stocks of ocats as at July
31, 1957:
(a) (i) Completed sales at realized prices..........ccovvueev... $22 578,814.36
(ii) Uncompleted sales at contract prices................ N 242,415.33
Total. proceeds From. SRlEB, s il b us vy v o s anle bdh § 235 22,821,229.69

(b) Value of unsold stocks of oats stated at cost 28,519,262.02 51,340,491.71

4. Giross surplus 88 a8 JULY 817 B08T i e v on o s e st e tois nid wch v T A s 1,957,593.18
5. Operating costs—August 1, 1956 to July 31, 1957:

(a) Carrying charges including terminal storage................ 3,826,327.35

() Intereftand Dank CRaIbes. 7 ot e s s e e b s e 91,249.12

(¢) Freight recovered on eXport 088, ....oovevree i ivnsennsess ( 441.33)

(A, DEIARTOBATEOR | suser e 4 L B ety sifee CRergh Jl-ot S ALY 134.34

(e) Brokerage and Clearing Association charges................ 7,495.77

(f) Administrative and general expenses.............c..c..ouuuen. 221,028.73 4,145,793.98

6. Debit balance in the 1956-57 Pool Account—Oats, as at July 31,
1957, after valuing stocks of oats on hand at cost prices basis in '
store Fort WALHATn,/Port ATERuT ... .o voin~ oo oe s i s oo doiennn b $ 2,188,200.80

\;
'Purchases from non-producers at the Board’s initial prices basis in store Fort William/Port Arthur.

GENERAL COMMENT ON THE MARKETING OF OATS—1956-57

On August 1, 1956 commercial supplies of oats in Canada were 47.9
Million bushels, and stocks of western oats carried over on farms were well
above normal. Growing conditions were favourable for the 1956 oats crop in

e prairie provinces, and 1956 production was estimated at 400 million
]?llShels as compared with 290 million bushels harvested in 1955. Oats were
In plentiful or adequate supply in all positions throughout the crop year.

Producers’ deliveries of oats in 1956-57 amounted to 69.0 million bushels.
These deliveries were made by producers under initial and general quotas as
stablished throughout the crop year.

The supply position may be summarized as follows:

Million
bushels

Commercial carryover—July 31, 1956 ...... A A 47.9
Producers’ deliveries—August 1, 1956 to July 31, 1957 .. 69.0

Totall T2y O Rt e s R s S A st ] 160

Commercial supplies of oats of 116.9 million bushels were greatly in excess
Markets available to the Board in 1956-57. Demand for oats was limited
did not vary significantly from the levels of demand experienced in the

of
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two preceding crop years. The domestic market was the principal outlet for
oats during the crop year. Throughout the crop year selling. prices declined
steadily. Under the circumstances which prevailed, relatively large stocks of
oats were carried in elevators during the crop year which added materially
to the operating costs of the 1956-57 Pool Account.

The table on the preceding page sets forth the operating position of the
1956-57 Oats Pool from August 1, 1956 to July 31, 1957. The Pool totalled 79.6
million bushels consisting of 69.0 million bushels received from producers,
10.5 million bushels transferred from the 1955-56 Pool Account and a small
quantity of oats otherwise acquired.

The 1955-56 Pool was closed on November 16, 1956. This meant that Board
sales of oats between August 1, 1956 and November 16, 1956 were largely
credited to the 1955-56 Pool and that selling operations in respect to the
1956-57 Pool Account commenced on November 19, 1956. By mid-November
oats for fall shipment to the United States and for part of the winter feeding
market in Canada had been sold. This restricted the sales of oats which could
be made from the 1956-57 Pool Account to the early part of the winter of
1956-57. By July 31, 1957 completed sales of oats credited to the 1956-57
Pool Account were 32.4 million bushels, and uncompleted sales of cash oats
were .4 million bushels. The inventory in the 1956-57 Oats Pool as at July
31st was 46.8 million bushels. This inventory was valued at cost.

Operating costs charged to the 1956-57 Pool to July 31, 1957 were $4,145,-
793.98. The principal item in these costs was carrying charges on oats stored
in country and terminal elevators. These costs amounted to $3,826,327.35 and
were the equivalent of 5.54 cents per bushel on producers’ deliveries to the
Pool. These costs reflected the relatively large volume of oats on carrying
charges throughout the crop year. Interest and bank charges amounted to
$91,249.12. Drying charges were $134.34. Brokerage and Clearing Association
charges amounted to $7,495.77, and administrative and general expenses
‘charged to the 1956-57 Oats Pool were $221,028.73. Freight recoveries on export
oats resulted in a credit item of $441.33.

After crediting the 1956-57 Pool Account with the proceeds of sales to
July 31, 1957, valuing the inventory as at July 31, 1957 at cost and allowing for
operating costs to July 31, 1957, the 1956-57 Pool Account showed a debit
balance of $2,188,200.80 as at July 31st.

The following table shows Canadian exports of oats during 1956-57 by
principal countries of destination, along with comparable statistics for the
previous crop year:*

1956-57 1955-56

(million bushels)

|

a0 523 e 2 b AP TR RE TN P RS S Mo S s W D i 17.6 1.9
Bl e s S R el e s 4 R e e 5 8
Tnitted KA T B o i s SN e s bl e s = | 4
N BT RS 0 55 8 so t e e ke 0 e s s i s — 3
RS B e R ey S e i e R T e B | 2
701 2 ] NI S 3 b M YT A Sl e ] e e gl 18.3 3.6

Exports of oats in 1956-57 amounted to 18.3 million bushels as compared
with 3.6 million bushels in the previous crop year. Exports to the United States
were 17.6 million bushels as compared with 1.9 million bushels in the pre-
ceding crop year. Exports to other countries were in small volume.

*Source: Board of Grain Commissioners for Canada.
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The following table shows the monthly average quotations for No. 1 Feed
Oats, along with high and low prices recorded in each month from August 1,
1956 to July 31, 1957. All prices are basis in store Fort William/Port Arthur:

High Low Average
(cents per bushel)
AGgusty 3908 - o Ol S S A 803 76 78%
ST 0 s o TR ol e Sl SR 79% 763 %
QeEober iavain & & bRl S T 21T g 79 75% 778
L (oh e ) oo sl g MRl e b St 783 763 T8%
PecernbDBI S5 o sy U e oid 16 s uyestss 763 711 738
= e o B R S L i e i 74 71% 73%
Lo el o vigb 2 A Lo O e S W E A 713 70 70%
iz el v Ingi e s o iR e na e o I s o 703 661 68%
Yoo oyal S g e B G s D A 671 651 663
25 R o S SIS e o S L 67 65 663
5 s ol ke i aliebart Ne ol sravalien it 661 643 658
R o O 66 65 65%

During the August-November period 1956 Board selling prices for No. 1
Feed Oats basis in store Fort William/Port Arthur were relatively steady and
fanged from a high of 80% cents per bushel to a low of 75% cents per bushel.

sharp decline in Board quotations for No. 1 Feed Oats was registered in
€cember, 1956 when prices dropped to a low of 71} cents per bushel. Selling
Prices remained at about this level during January and February, 1957, but a
sharp drop occurred again in March. During the final five months of the crop
Year the Board’s quoted prices for No. 1 Feed Oats fluctuated narrowly around
the 65 cents per bushel level.

On June 13, 1957 Order in Council P. C. 1957-820 established initial prices
for the ensuing crop year. The initial price for oats was reduced from 65 cents
Per bushel to 60 cents per bushel basis No. 2 Canada Western Oats in store

ort William/Port Arthur effective on August 1, 1957.

To facilitate the distribution of Feed Oats in Eastern Canada the Board
4gain agreed to make Feed Oats available to shippers prior to the close of
Navigation for storage in eastern positions on a provisional price basis. A
otal of 3,269,990.6 bushels were moved into eastern positions under this provi-
Slon,  This movement was, of course, in addition to supplies purchased in
Store at the Lakehead moved into Eastern Canada through trade channels.

By Mr. Muir:

Q. You mentioned that we now had the quantities of barley and oats
N to reasonable proportions. At least, that is what I understood your in-
v:_ntl_on was. Do you consider that we can handle those particular grains
wl_thm a reasonably short time?—A. This particular report that we are dealing
1th, of course, gives a very pessimistic position with regard to oats and
arley, and particularly oats.
Whi The supplementary report, which has been prepared since that time, and
4 Ich covers the operations of these two pools, shows that the final payment
(i arley was disappointingly small and, of course, in. so far as oats are con-
re::lii; resulted in a deficit that will have to be paid to the board by the
V.
i During the last six months the demanc_i for our oats and barley has
OatDrOVed considerably. Our exports have picked up substantially in both
19587 and barley with the result that the current pools—‘we are now selling the
% ~58 coarse grain—are in much better shape for this time of the year than
Previous year pools.

dow
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We still have relatively heavy commercial stocks, but farm stocks have
been materially reduced. Estimates of the new crop are such that I do not
think the new supplies will be nearly as large as the supplies available last
year.

I feel that in so far as both oats and barley are concerned, we may not be
out of the woods yet, but we can certainly see the light.

There is a distinct possibility that if the demand which exists at the pres-
ent time for these grains will continue for another four or five months we
can end the next crop year with really no surplus at all of these grains in
commercial position and practically no stocks that farmers would like to
market left on the farms. The outlook is very favourable for the future.

You would think that this means that we could look forward to a sharp
advance in the prices. The United States is now harvesting its second largest
wheat crop in history. They have large stocks of corn and sorgums, and other
feed grains that we compete with, and the fact that our supplies of feed are
easing up will not necessarily be a major factor in increasing world price
levels for these feed grains.

I do feel that at current prices there will be a market which will
enable us to get over the hump as far as surplus coarse grains are concerned
during the next 12 months.

PoLicy

10. 1956-57 Pool Account—Barley

In accordance with Order in Council P.C. 1956-884, June 7, 1956 Parts III
and IV of the Canadian Wheat Board Act were extended to barley for the crop
year 1956-57. The same Order in Council provided for an initial price for
barley of 96 cents per bushel basis No. 3 Canada Western Six-Row Barley in
store Fort William/Port Arthur. Initial payments for all other grades of barley
were established by the Board and approved by Order in Council.

BOARD RECEIPTS

The following table shows receipts of barley from producers, by months,
from August 1, 1956 to July 31, 1957:

Bushels
Amptst S b086¢a 1 o dbeld G aER AR s 1,602,044.0
Septemberd s is ves s s ablnam e aln e B 7,841,559.5
PD e 1 o R et E e T R S S it Sy e 20,779,578.2
N DT i s s A B WO S ey iR =E AR (st 13,096,878.7
1B o 1L 5 WP R R R L NS TS s SR S ARl 11,217,691.8
R s el e R P B R e i R e R 10,984,690.2
LTS 0718 126y A Y vk e - PP T ST e AT AL Yo 7,370,968.5
Y 0 s ek S P R R e R W R 6,122,756.7
T sy e e Sy e e s S R SRR T 7,100,464.9
ek P SR E SR S T R B e | 2 R 8,872,397.8
G - il e e N L e St g R s (0 s 10,482,056.6
L RS R A S BRNL T B S S AT IR . 15,100,178.1

Fotakire: SR e do i - BT ¥ B0 A GO STibde s Lty o 120,571,265.0

Producers delivered 10.6 million bushels of barley to the Board in 1956-57
as compared with 113.9 million bushels in the previous crop year. Deliveries
were relatively heavy following the 1956 harvest, reflecting, in part, the largé
volume of barley which was accepted by shippers and exporters as suitable
for malting. Deliveries were steady throughout the winter months, increasing
in volume in the final two months of the crop year.
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GRADE PATTERN OF BOARD RECEIPTS

The following table shows the principal grades of barley delivered by
producers in 1956-57:

Grade % 0of
(Including Toughs and Damps) Bushels Total
N2 IC W | Six-Riowre - vt T LS o5 2,124,875.6 1.76
No. 3 CWe SIX-ROW L iR ahle s iiii s g 37,287,904.8 30.92
No. 4 C.W. Six-ROW i« ..n5 e ba 2,927,610.7 2.43
No; “2.  CWO B wo=Bomn i b v Sodeon laadils 518,423.9 43
Noi 8 G W. EwosRews 5 il wrisnii 8,889,544.6 7.37
N1 Beed T sEsan e Wi Shs i A g 50,087,319.1 41.54
Extra No. 2 Fead s or b dans siiss 1,406,309.9 1.7
NiosZ Beetds % Fiiic s s irinene i £ 1ol 14,197,433.3 11.78
L L O I - D S Ol S 5 i P S 2,940,018.7 2.44
(FHEr PTadBs v igis S ot st s s bt 191,824.4 .16
Fotale: s L Sabr T R B R, S TP 120,571,265.0  100.00

Producers’ marketings in 1956-57 were concentrated in four principal
8rades. These were No. 3 C.W. Six-Row, No. 3 C.W. Two-Row, No. 1 Feed and
No. 2 Feed. Deliveries of No. 3 C.W. Six-Row (a malting grade) were some-
What heavier than in the previous crop year and constituted 30.99% of pro-
ducers’ marketings for the crop year. The predominate grade was No. 1 Feed
With receipts of 50.1 million bushels, or 41.59, of total sales.

1956-57 Poor AccouNT—BARLEY

The following table shows the operating position of the 1956-57 Barley Pool from August 1, 1956 to
July 31, 1957:

Bushels
1. Barley acquired by the Board:
(a) Producers deliveries August 1, 1956 to July 31, 1957. ... ... 120, 571,265.0
(b) Barley otherwise acquired®............oovueeeenneanenn. 7,379.1
(¢) Purchased from 1955-56
Pool ACCOUNI—BEIIBY: 4. il na s s T s b m gttt s Eatasiabass 14,693,129.6
Total barleyaogiired . S0 8 sity . el n it UL IS 135,271,773.7
(Value) (Value)
2. Cost of barley Ty s b O PR e e § B L e et o el R WE A $ 122,143,738.25
3. Proceeds of sales and value of unsold stocks of barley as at July
p (a) i (i) Completed sales at realized prices.................. $ 89,856,848.14
(ii) Uncompleted sales at contract prices................ 3,975,530.53
Total proceeds from sales...........cocovvuiienenn 93,832,378.67
(b) Value of unsold stocks of barley stated at cost.......... 40,961,977.63 134,794,356.30
4. Gross surplus as at July 31, 1957. ... cuvennenreneaneneannenns 12,650, 618.05
5. Operating costs—August, 1 1956 to July 31, 1957:
(a) Carrying charges including terminal storage............. 3,613,740.60
(b) Interest and bank charges........ ceecveecnsntenenioman 46, 980.59
(c) Freight recovered on export barley...........coooevuenns ( 543,129.75)
(d) Diversion charges on export barley...............ooveues 98, 645.98
ST AD O NG CRBERBA L oo A s s e e e 17,311.55
(f) Brokerage and Clearing Association charges............ 3,541.91
(2) Administrative and general eXpenses. ................... 432,808.83 3,669,799.71
6. Credit balance in the 1956-57 Pool Account—Barley, as at July
31, 1957, after valuing stocks of barley on hand at cost prices
basis in store Fort William/Port ATthUT. ... ..0veeeeeeeennnn $ 8,980,718.34
LA ————
*Purchases from non-producers at the Board’s initial prices basis in store Fort William/Port Arthur.
61218.4—5



112 STANDING COMMITTEE

GENERAL COMMENT ON THE MARKETING OF BARLEY—1956-57

The crop year was an active period in the marketing. of barley. The
commercial disappearance of barley stocks amounted to about 120 million
bushels as compared with about 104 million bushels in the previous crop year.
An active export demand was supplemented by an improved domestic demand.
The table on the preceding page shows the operating position of the 1956-57
Barley Pool to July 31, 1957.

The 1956-57 Barley Pool consisted of 135,271,773.7 million bushels; of this
quantity 120,571,265.0 million bushels were delivered by producers, 14,693,129.6
million bushels were transferred from the 1955-56 Pool, and a relatively small
amount of barley was acquired from others than producers. The 1955-56 Pool
Account was closed on November 2, 1956; therefore part of Board sales during
the crop year were credited to this account.

It should be observed that it has been the practice of the Board to credit
sales of barley accepted for malting, or other industrial uses, to the crop account
to which such barley was delivered by producers. Therefore, grades of barley
delivered by producers in 1956-57 and accepted for malting were credited to
the 1956-57 Pool Account even though these sales were made prior to the
closing of the 1955-56 Pool Account.

From August 1, 1956 to July 31, 1957 completed sales of barley for the
account of the 1956-57 Pool were 84,545,283.5 million bushels. In addition,
the Board had uncompleted sales of cash barley on its books as at July 31, 1957
in the amount of 3,867,910.4 million bushels. The inventory in the 1956-57 Pool
Account as at July 31, 1957 was 46,847,977.4 million bushels. This inventory
was valued at cost.

In respect to the 1956-57 Pool Account to July 31, 1957, operating costs
amounted to $3,669,899.71. These costs consisted principally of carrying
charges on barley stored in country and terminal elevators. These charges
amounted to $3,613,740.60. Interest and bank charges were $46,980.59. Freight
recoveries on shipments of barley to Pacific Coast ports for export provided a
credit item of $543,129.75. Diversion charges on barley shipped to the Pacific
Coast for export were $98,645.98. Drying charges and brokerage and Clearance
Association charges were $17,311.55 and $3,541.91, respectively. Administrative
and general expenses to July 31, 1957 were $432,808.83.

After applying the proceeds of sales to July 31, 1957, valuing the inventory
at the same date at cost and allowing for operating costs which have been
described, the 1956-57 Barley Account shows a credit balance of $8,980,718.34
as at July 31, 1957.

Barley prices fluctuated within narrow limits during the first five months
of the crop year. Board asking prices for No. 1 Feed Barley ranged from a high
of $1.07% per bushel in November to a low of 99 cents per bushel in December.
Monthly average prices ranged from $1.05 per bushel in September to $1.01%
in December. In the period from January, 1957 to July, 1957 prices followed
a downward trend, the decline bringing Board asking prices for No. 1 Feed
Barley to a level of 93 cents per bushel in the final three months of the crop
year.
During the fall of 1956 the Board arranged for stocks of barley to be placed
in eastern positions on a provisional sale basis. This action was taken” to
stimulate the movement of feed barley into Eastern Canada prior to the close
of navigation. Stocks moved on this basis amounted to 2,494,831.4 million
bushels.

Throughout the crop year there was a sustained movement of barley into
consumption in Canada and into exports markets. Overseas shipments were
particularly large in the period August, 1956 through January, 1957; were




AGRICULTURE AND COLONIZATION _ 113

well maintained during February, March and April, and increased in volume in
the final three months of the crop year. Exports of malting grades to the United
States were heaviest prior to the close of navigation on the Great Lakes and
again following the opening of the 1957 season of navigation.

The following table shows exports of barley for 1956-57, along with com-
parative figures for the previous crop year:

1956-57 1955-56

(million bushels)

United-“States = s3ks 20 s dl S S s b ) 21.6 28.9
United-Kangdoth o1 2 Sl i e I e 32.4 22.7
I AR S A VL A T in kv 0 e it 8 o B o o TR A 12.2 7.0
RACTIIATIVE L v o s g A g s e R R S e 9.2 3.2
Belgiuti: s b s e b e sl « S 1% T O SR o o
Netherlangs <% il st sh e iEa g e .4 2
oy e i oo T3 R R R TG Ll A S S it Sl S e At 2 —
081 e Lo R RO e AR ST e P S S e S = S B i 0 -
CzechoSIOVERER 1 35t v sariins 5 0ot s o fes e = — -
NOTWAY: (v i e S h b i ana I e ST v o A s S b —_ -
POl S AR s L ST R RIS S I e L — 2
1
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Exports of barley amounted to 76.9 million bushels as compared with 64.3
million bushels in the previous year. The United Kingdom was the largest
Purchaser of Canadian barley during the crop year, exports to the United

ingdom amounting to 32.4 million bushels. The United States was the second
largest market. Exports to that country amounted to 21.6 million bushels.
Japan and Germany were the third and fourth largest markets for barley,
taking 12.2 and 9.2 million bushels, respectively. Belgium, The Netherlands,
Witzerland and Ireland purchased barley in smaller amounts.

The following table shows monthly average Board quotations for No. 1
eed Barley, along with high and low prices recorded each month from August
1, 1956 to July 31, 1957 (all prices basis in store Fort William/Port Arthur):

High Low Average

(cents per bushel)

SR T e I T e SRR R e i e 106 1013 1043
R DL GBI 2 i o Lot o s vca o, e AT LR Lo v i 106 1034 105
(BFST ooy T RS NI U S Al ST i o 1053 1004 103}
LT e 1 o el P P A R SR B L SR M AT 1074 102% 1043
1B TS0 o1 ot s et R SRR S a S, St 105 99 101%
AT b e L (P VSO S TR ST L | 102 993 100%
Eebtary ol iatiitd it n B aites e 994 95% 97%
MATER L i i T T e e s a i WS Weib e 974 93 943
AP 1 e R T SN TR L R 9331 93 93
My 5 A S e d AN AV O 93 93 93
:00s e eI RN B L e B g o 93 93 93
{10 g e R LS s o At e L 93 93 93
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11. PaymeNT DIvision

The following table shows the major payments completed during the crop year 1956-57:

Date First Number of
Cheques Date Cheques Total value of
Mailed Completed Issued Cheques Issued
1955-56 Pool Account—Wheat:
Interim Payment................ Feb. 18, 1957 Mar. 12, 1957 318,858 § 37,339,123.87
Final Paymemti . L i iid. s oo May 21, 1957 May 31, 1957 318,825 41,953,923.81
1955-56 Pool Account—Oats:
Final Payment. co.ccuceetrosaaas Nov. 30, 1956 Dec. 7, 1956 111,694 8,169,672.90
1955-56 Pool Account—Barley:
Final Payioent. . ...  .iveidisae. Nov. 16, 1956 Nov. 26, 1956 157,063 15,217,219.17

906,440  $ 102,679,939.75

The Payment Department also issued 80 cheques (value $4,182.73)
applicable to the 1940, 1941, 1942, 1943 and 1944 Wheat Accounts; and 159
cheques (value $19,410.71) covering Adjustment Payments and the Final
Payment applicable to the 1945-49 Pool Account—Wheat.

12. Legal Department

The Legal Department dealt with all matters of a legal nature affecting
the operations of the Board.

The Department continued to assist the Payment Department in connec-
tion with payments to the estates of deceased persons.

During the crop year 402 individuals were prosecuted in connection with
breaches of the Act and the Regulations as compared with 37 individuals
prosecuted during the 1955-56 crop year.

13. Staff and Officers

The following table shows the number of employees of the Board on
July 31, 1957 and July 31, 1956:

July 31 July 31

1957 1956
8T8 0 o R e Gt S G R e KA L e 646 661
Calgary’ s () arasie st s Cm o Sakont s o b 4 & 34 35
25 03] s et e ST A A ) T N 17 18
001y ses | i A P T S T R S S R e UL T 5 5
Eondei =Enplauisd &aer oot i s e st e s 3 3
Rotterdam, Nefherlands . .ocoiiiiave. dboioa 2 1
Eolbali o RS Sl e s R R G 707 723

On July 31, 1957 the Board had 707 employees as compared with 723 on
July 31, 1956. The decline was mainly in clerical staff in the Head Office
of the Board in Winnipeg.

14. Adwisory Committee

The Advisory Committee continued to render valuable service to the
Board. In 1956-57 three meetings of the Committee were held.

The members of the Advisory Committee are: Mr. J. H. Wesson, Regina
Saskatchewan; Mr. J. E. Brownlee, Q.C., Winnipeg, Manitoba; Mr. C. P-
Hansen, Saskatoon, Saskatchewan; Mr. R. C. Marler, Edmonton, Alberta;
Dr. W. J. Parker, Winnipeg, Manitoba; and Mr. Ben Plumer, Calgary, Alberta.
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The CHAIRMAN: Are there any questions in regard to paragraph 11, “Pay-
ment division”?

Are there any questions in regard to paragraph 12, “The legal depart-
ment”?

Are there any questions in regard to paragraph 13, “Staff and officers”?

Are there any -questions in regard to paragraph 14, “Advisory committee”?

By Mr. Jorgenson:

Q. Has there been any change in that regard?—A. Yes. Mr. Plumer, who
Wwas president of the Alberta pool has resigned; Mr. Hansen who was president
of the Saskatchewan farmers’ union has resigned; Mr. Marler, who was prev-
lously associated with the Alberta Federation of Agriculture has resigned.
The government has replaced these three producer representatives by Mr.
Gordon Harrold, the new president of the Alberta wheat pool; Mr. Alf Gleave,
the new president of the Saskatchewan farmers’ union and Mr. Platt, the new
bPresident of the Alberta Farmers union.

The committee at the present time consists of Dr. W. J. Parker, the
bresident of the Manitoba wheat pool; Mr. J. H. Wesson, president of the
Saskatchewan wheat pool; Mr. Gordon L. Harrold, president of the Alberta
Wheat pool; Mr. J. E. Brownlee, president of the united grain growers; Mr.
Platt, president of the Alberta Farm Union; and Mr. Alf Gleave, president of
the Saskatchewan farmers’ union. g

The CHAIRMAN: Are there any further comments you wish to make
gentlemen?

At this time we will adjourn. I wish to thank you for the progress which
We have made during this session this morning.

We will meet again this afternoon at three-thirty o’clock in this room.

The CHAIRMAN: We have a quorum, so we will proceed. The committee
Was requesting information with regard to the Hutterite colonies. We have
None of those in our community so we do not know much about them. Mr.

obertson, is that information available now?

Mr. RoBERTSON: Yes. Mr. Chairman and gentlemen—

“Quota policy—Hutterite colonies”.

Early in the 1956-57 crop year representations were made to the Cana-
dian Wheat Board to grant additional delivery privileges to Hutterite colonies,
Who were, at the time, under the unit quota, restricted to a maximum of 300
buShels of wheat and under a single permit issued to each colony.

It was the feeling of the board in view of the large number of people
Covered by a single permit in such instances, and the restricted delivery
Privilege they enjoyed under the initial unit quota, that some special delivery
Privilege was justified.

Accordingly, the following policy was adopted. For each 100 specified
acres shown in the permit book in excess of 1,000 acres, an additional 10 units
Was granted, and for each 100 additional units so granted, one additional carlot
of selected malting barley was authorized.

. 'For example, for each 1,000 specified acres over the first 1,000 acres shown
I the permit book, an additional 100 units was authorized on the initial quota,
Plus one extra carlot of selected malting barley.

r This policy was in effect during the 1956-57 crop year only, and was not
fnewed for the 1957-58 crop year.

Are there any questions?

Mr. Gunprock: Does that mean that you are not going to renew it?
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Mr. RoBeErTSON: It was for the 1957-58 crop year which is the year that
ended on July 31, and as far as the 1958-59 crop year is concerned, the
matter has not come up. We have not had representations about it and I
cannot say what would be done if there are representations.

Mr. Gunbrock: It has reverted then back to the single issue as it was
before?

Mr. ROBERTSON: Yes.

Mr. GunpLocK: At the moment,

Mr. RoBerTsoN: For the past crop year it was back to the single permit.

Mr. GunpLocK: Might I ask you to consider the point I brought up this
morning in regard to the small communities that are surrounded by that
situation.

Mr. RoBerTsoN: Well now, could you clarify that because I am at a loss
to understand how the Hutterite colonies come in and monopolize the space
on the other people.

Mr. GuNDpLOCK: In the small community I have in mind, by name New
Dayton in southern Alberta, it is surrounded by seven, eight or nine colonies,
and by and through their cooperative effort at that delivery point they can
very quickly fill the available space, which is rather small, and of course any
additional consideration to their permit books makes it that much better.

Mr. Rosertson: If this special authorization was not renewed in the
current year, that would pretty well minimize your problem.

Mr. Gunprock: In that particular instance, yes. Not only that, but
when there is a shortage of box cars when the special permits come for the
barley, it is the same thing again and that affects the whole community of
southern Alberta. It is peculiar to that area because those colonies were
there before any restrictions were placed and they predominate in that par-
ticular part of the country.

Mr. RoBerTsoN: What we try to do as soon as we can—in raising the
quota at Dayton or any other place we would not raise the quota until there
was some surplus space over what was required for the current quota, and we
had in mind in doing so that it would give people who might not be able to
get in at the early part the chance to get in at the tail end before the new
quota came in.

Mr. GunpLock: I realize that, but along with the box car situation and
everything else it puts a hardship on the community.

Mr. RoBerTSON: Yes. In fact, it is probably one of the worst spots.

Mr. GuNDLOCK: Probably the worst.

Mr. RoBerTsoN: Yes, I would think so. However, there are four other
points in the immediate area that are concerned nearly as much; but that is
the focal point of that hub.

Mr. HorNER (Acadia): I have a question relating to the overages on wheat,
oats and barley. I notice in your final pool account the overages on wheat
are over a million, 1,014,000, and the overages on oats are 5,000 and barley
about 13,000. I wonder in view of the overage on wheat in 1956-57 if that
was a particularly bad year in which the elevators accumulated quite an
overage or is it customary for the overage on wheat to be that high. I am
taking this out of the supplementary report.

Mr. McNaMmarA: You are in the supplementary report?

Mr. HOrRNER (Acadia): Yes, it is nearly as high as in the other report.

The CHAIRMAN: If this discussion in regard to the Hutterites is concludeds
we will go on to the supplementary report. Mr. McNamara has informed mé
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this financial statement and the annual report of the wheat board is just
an interim report, and the final report is in the supplementary and covers all
of that. So, if we go on with the supplementary report it will save duplication.

Mr. McNAMARA: In regard to that question of Mr. Horner’s, the previous
Yyear, the quantity was 993,000; so far as these two years are concerned, it is
about constant and the bushels in the pool were about the same also. We will
get you that information, but I think it is fairly constant. We can give you
the detail on that, the breakdown. The overages amounted to 1,393,000 and
the shortages amounted to 393,000. Government inspection samples amounted
to 13,455; wrecked cars, 95 bushels and special board permits 1,559. The
Special board permits to which I referred would be in regard to wheat we
acquired from other than producers.

By Mr. Forbes:

Q. Would you explain how you divide the overages; is that pro rated
among those in the pool?—A. No, we are not responsible for the operation
of elevators. When there is an overage they must sell it to us and we only
Pay them the initial payment price. We merchandise the overage with all our
regular grain and it comes back to the over-all pool and is reflected to the
benefit of the producers at large.

By Mr. Horner (Acadia):

Q. The 1956-57 year was a customary overage—A. Yes, I would think
so.

The CHAIRMAN: Gentlemen, we are now starting with the supplementary
Teport, item 1.

Mr. McNAMARA: Would you like us to read it?

Mr. TRELEAVEN: I will commence at paragraph 1

1. Receipts and Disposition—1956-57
Pool Account—Wheat

REcEIPTS

Receipts of wheat in the 1956-57 Pool were 519,515,015.8 bushels.* This
total included 361,357,938.3 bushels delivered by producers between August 1,
1956 and July 31, 1957; an additional 1,014,840.2 bushels acquired from other
han producers; and 157,142,237.3 bushels of priced open sales contracts and
Unsold stocks transferred from the 1955-56 Pool as at May 3, 1957.

DISPOSITION OF STOCKS

The disposition of stocks of wheat in the 1956-57 Pool, including com-
Pleted sales, weight losses in transit and in drying, and stocks transferred
from the 1956-57 Pool to the 1957-58 Pool as at May 9, 1958, is showni in the
ollowing table:

SALES Bushels
DonyestieSalen . T80 S N IRl YRR SRR 70,527,765.6
Export sales on a Class IE basis i it ot 237,819,585.4
Export sales under the terms of the

International Wheat Agreement .............. 75,416,725.2
Weight losses in transit and in drying ............ 11,690.5
FotaT THISDOSHAGR =% il it s i 8 ot B e 383,775,766.7
Transfer to the 1957-58 Pool Account—

D85 V=0 eyl e lt S gt R B S LN N P S P 135,739,249.1

B G e s T e B S VS s RS 519,515,015.8
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Export and domestic sales (including weight losses) from the 1956-57
Pool amounted to 383,775,766.7 bushels. Domestic sales were 70,527,765.6
bushels. Export sales were 313,236,310.6 bushels. Of these export sales,
75,416,725.2 bushels were sold under the terms of the International Wheat
Agreement.

Priced open sales contracts and unsold stocks in the pool as at May 9,
1958 were transferred to the 1957-58 Pool Account. The transfer was author-
ized by Order in Council P.C. 1958-803, June 5, 1958.

The following table shows the principal grades of wheat transferred to
the 1957-58 Pool as at May 9, 1958:

GRADES
(Including Toughs and Damps) : Bushels
N NG e oS S e e B T e e R 577,586.0
b % S L0737 5ol ot M Pt LT Bl el CR S M s TMT RO o 1 S 37,362,250.9
N 3 Northern ot s sl e A S o7 o 36,789,726.0
Noe 27 Northiers s, L st soansis S Feenne 43,100,550.3
Noe™ 5. WhEat oy roRianddes i lysbainatyl Bl 11,813,436.8
87125 ol - o ¢ (2 bt S L e SR SN SRR S 6,095,699.1
Ol e s i A e e M, 5 L PO s S 135,739,249.1

Stocks transferred from the 1956-57 Pool to the 1957-58 Pool were
135,739,249.1 bushels.  Of these stocks, 49,142,880.7 bushels were covered by
priced open sales contracts and were transferred to the 1957-58 Pool at contract
prices. The remaining 86,596,368.4 bushels of unsold stocks (including un-
priced open sales contracts) were transferred to the 1957-58 Pool at the
Board’s quoted prices as at the close of business on May 9, 1958. In pricing
unsold stocks of wheat the Board estimated the volume of these stocks which
would be sold basis (a) Board quoted prices in store Fort William/Port
Arthur and (b) Board quoted prices in store Vancouver. Unsold stocks of
wheat for shipment via the Lakehead were priced at $1.61% per bushel basis
No. 1 Northern Wheat. Unsold stocks for shipment via Vancouver were
priced at $1.73% per bushel basis No. 1 Northern Wheat. In view of the rela-
tively large volume of priced open contracts included in the transfer, the im-
mediate sales outlook and current market prices, it was not considered neces-
sary to provide for subsequent market risk.

Carrying charges subsequent to the date of transfer were provided from
funds allocated to the 1957-58 Pool under the Temporary Wheat Reserves Act.

The CHAIRMAN: Are there any questions?

By Mr. Jorgenson:

Q. I wonder if the board has any information as to the average price of
wheat for the crop year and how that compares with the previous crop year.—
A. If you refer to paragraph 5, we give the monthly average.

The CHAIRMAN: We can take that up when we come to that item.

By Mr. Horner (Acadia):

Q. On page 1 of the supplementary estimates for 1956-57 it shows the
carry-over at 135 million and on the following page for 1955-56 the carry-
over of 157 million bushels. Would it be right to assume that the carry-over
from one pool to the next is less going into the 1957-58 pool?—A. That was
contained in the previous report. We will give that to you.

*Pool receipts were adjusted upward by 115,560.5 bushels as compared with receipts show®
on Page 6 of the Annual Report of The Canadian Wheat Board for 1956-57.

T———— s S
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By Mr. Pascoe:

Q. Mr. Chairman, I was not here this morning and perhaps I may be
asking some questions which have been brought up. On this page 1, domestic
sales were 70 million-odd. Is that all for human consumption?—A. That
;ncludes feed grain. The figure for human consumption is about 40 million

ushels.

Q. That is about the average over the years?—A. Yes.

By Mr. Horner (Acadia):

Q. That 70 million bushels would include feed grain which went through
the wheat board?—A. Yes. It was commercial feed which we handled within
~ the domestic market,

By Mr. Thomas:

Q. Could you make an estimate on the total wheat consumption through
the board?—A. You mean within Canada?

Q. Yes.—A. I think, including farm disappearance feed and seed it is
about 160 million.

In our 1955-56 supplementary report the 157 million bushels transferred
into 1956-57 is made up of: 4,107,893 bushels of No. 1 Northern, 95,850,781
bushels of No. 2 Northern, 42,111,426 bushels of No. 3 Northern, 10,805,932
bushels of No. 4 Northern, the other grades amounted to 4,266,202, or a total
of 157,142,237.3 bushels.

The CHAIRMAN: We will go on to item 2. Shall we take it as read?

Agreed.

2. 1956-57 Pool Account—Wheat

The following table shows the operating results of the 1956-57 Pool
Account from August 1, 1956 to the closing date of the pool, May 9, 1958:

Bushels -
1. Wheat acquired by the Board:
(a) Producers’ deliveries, August 1,
1956 10 nJuly: 3515 T inun s ihs 361,357,938.3
(b) Purchases from: 1955-56 Pool
Account—Wheat ............. 157,142,237.3
(¢) Wheat otherwise acquired' ... 1,014,840.2
Total wheat acquired ........ 519,515,015.8
2. Cost of wheat acquired ...........eoo.. $692,245,287.81
3. Proceeds of sales—August 1, 1956
T May 0 T58 i bl v SIF st $581,109,595.00
Sales value of stocks transferred to 1957-58
Pool Account as at May 9, 19582 .... 203,962,890.57 785,072,485.57
4. Gross surplus as at May 9, 1958 ........ 92,827,197.76
5. Operating costs—August 1, 1956 to May 9,
1958: ,
(a) Carrying charges on wheat
stored in country elevators .. 36,831.441.14

(b) Storage on wheat stored in ter-
minal’ @1evators: s « iwmie sy < bie 12,825,556.77
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(c) Net interest paid on Agency
wheat stoeks: . is o8l casd s dus 4.812,442.85
54,469,440.76

Less: Carrying charges received

under the Temporary

Wheat Reserves Act ... 33,137,106.47
Net carrying charges paid ... 21,332,334.29

(d) Bank interest and exchange,
etc., plus net inter-account

IRteresEy Ty Bt SSushes alnra. 3,509,905.28
(e) Additional freight (net) ...... 558,603.31
(f) Handling, stop-off and diversion
015 s v e s el B 462,286.10
(g) " Drying -charges.. [, isvcei e 16,249.01
(h) Administrative and general ex-
PENEES. 4 e sk Wl LT 2,023,181.80 27,902,559.79

6. Surplus on operations of the Board on
1956-57 Pool Account—Wheat, for the

period August 1, 1956 to May 9, 1958 $ 64,924,637.97

Mr. TRELEAVEN:

3. Implementing of the Temporary Wheat Reserves Act

In each crop year during the effective period of the legislation, the
Government of Canada provides funds for carrying charge purposes to the
extent that the quantity of wheat upon which the Board is paying carrying
charges on August 1st of each crop year is in excess of 178 million bushels on
the basis of the carrying charge rates in effect immediately prior to August 1st
of each crop year. On August 1, 1957 the quantity of wheat upon which the
Board was paying carrying charges was 407,679,021.4 bushels.. This figure
exceeded the basic stocks of 178 million bushels by 229,679,021.4 bushels.
Therefore, during the crop year 1957-58 the Government of Canada paid carry-
ing charges on the latter amount of wheat. The rate of carrying charges paid
was .04241 cent per bushel per day. Funds paid or to be paid to the Board
under the Temporary Wheat Reserves Act during the crop year 1957-58
amounted to $35,553,508.64. The Board recommended and Governor in Council
approved (Order in Council P.C. 1958-760, May 30, 1958) the following
allocation of these funds between the two operating pool accounts:

1956-57 Pool Account—Wheat................. $ 25,256,083.25
1957-58 Pool Account—Wheat ................ 10,297,425.39

BRRL . oty L S S R R $ 35,553,508.64

The allocation of funds in 1957-58 was made on the same basis as in the
previous crop year. Since stocks of wheat in the 1956-57 Pool remained in
excess of 229,679,021.4 bushels from August 1, 1957 to January 30, 1958, all
funds accrued under the Temporary Wheat Reserves Act were applied to the
1956-57 Pool Account between these dates. From January 31, 1958 to the date
of the closing of the 1956-57 Pool Account on May 9, 1958, funds were
allocated to the 1956-57 Pool on the basis of its average wheat stocks for
this period in relation to the total wheat stocks upon which carrying charges
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were paid under the Act. Subsequent to May 9, 1958 and up to July 31, 1958
all funds received under the Act are for the account of the 1957-58 Pool
Account.

The 1956-57 Wheat Account received the following allocations under
the Temporary Wheat Reserves Act:

Crop i year s 1056200 s os vre sl i T it $ 17,881,023.22
Crop Fear 95 T=a8 Y. M e e i riia e ol 25,256,083.25
Ot o R i S e e IR e e AT e $ 33,137,106.47

From August 1, 1955 to July 31, 1958 funds provided under the Tem-
borary Wheat Reserves Act have been allocated to crop accounts as follows:

1954-55 Pool Account—Wheat.................. $ 23,230,623.04
1955-56 Pool Account—Wheat.................. 29,191,306.19
1956-57 Pool Account—Wheat.................. 33,137,106.47
1957-58 Pool Account—Wheat.................. 10,297,425.39

Ut G BaR SRR ARt L AR T i S S $ 95,856,461.09

The CHAIRMAN: Are there any comments or any questions? If not, we
Will continue on to item four.

4. Surplus for Distribution to Producers

As shown in the operating statement on Page 2, the surplus on the
1956-57 Pool Account—Wheat, as at May 9, 1958 was $64,924,637.97 before
Providing for the interim payment authorized by Order in Council P.C.
1958-213, February 7, 1958.

; This interim payment involved the distribution of $39,160,395.34 and was

n the amount of 10 cents per bushel on all grades of wheat, except the milling

%rades of Durum Wheat upon which the interim payment was 25 cents per
ushel.

After allowing for the interim payment, the Prairie Farm Assistance Act
€Vy on the interim and final payments, the cost of issuing the final payment,
and after adding estimated interest earnings subsequent to May 9, 1958, the
final net surplus for distribution to producers was $25,083,690.12 as shown in
the following table:

Surplus on operations of the Board as at May 9,

1 OB e ot e L e P O A e s TR $64,924,637.97
Deduct: Interim payment .............. 39,160,395.34

25,764,242.63
Deduct: Prairie Farm Assistance Act levy. $648,930.15
Cost of issuing final payment .... 141,738.03 790,668.18

24.973,574.45
Add: Estimated additional interest earned
from May 9, 1958 to date of distribu-

101 5 UF e Wi Ul e O S e e e S G ST 110,115.67

Balance for final distribution to producers . ... $25,083,690.12
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As shown by the above table the final surplus for distribution to producers
was $25,083,690.12. On producers’ deliveries of 361,357,938.3 bushels the
average final payment was 6.9415 cents per bushel. The distribution of final
payment cheques to producers was authorized by Order in Council P.C. 1958-
804, June 5, 1958.

The CHAIRMAN: Are there any questions?

By Mr. Brunsden: !

Q. It might be useful if we could have a figure comparable to that of
the surplus distribution of the 25 million this year?—A. This is the last dis-
tribution we have made. This was since May 9. This closed out the 1956-57
pool. We will not be closing out the 1957-58 pool until probably next May or
June.

Q. I would like to go back one year.—A. The previous year?

Mr. TRELEAVEN: For the 1955-56 crop year the surplus on operations of
the board as at May 3, 1957, which was the date of closing, was $80,070,997.26.
From this there was an interim payment of $37,339,123.87. There were further
deductions for the Prairie Farm Assistance Act levy of $800,939.87 and the
cost of issuing the final payment of $159,644.57, which left $41,771,288.95, to
which was added estimated additional interest accruing from May 3, 1957 to
date of distribution of $182,634.86. The balance for final distribution to pro-
ducers was $41,953,923.81.

Mr. ForBes: How did the Prairie Farm Assistance Act reduce those
overages? :

Mr. EarL: The Prairie Farm Assistance Act levy only applies to pur-
chasers from producers.

Mr. ForBes: If you stole some from the farmer he would not have to pay
off the Prairie Farm Assistance Act.

By Mr. Gundlock:
Q. Mr. Chairman, this morning we had a figure of five-eighths of a cent,
I think it was, for administration costs and then I see, a further cost, or is it
an inclusive cost, of issuing final payment?—A. That is a further cost, I
believe.

Mr. EARL: That is in addition to administrative costs.

By Mr. Gundlock:

Q. This figure for Prairie Farm Assistance Act levy, that does not represent
the total for the year 1957-58?—A. No, that is just what the board deducts
when we make out interim and our final payments. On the initial delivery
to the country elevator, the country elevator deducts the P.F.A.A. levy and
they pay the Board of Grain Commissioners; but in other cases we deduct it
and send it on to the Board of Grain Commissioners.

By Mr. Horner (Acadia):

Q. It says the average payment was 6.9 cents per bushel. Is that in the
1956-57 crop year?—A. Yes.

Q. Could it not have averaged out a little higher than that particular
average? Would it not have been better to pay 6.9 cents per bushel on wheat
from one to five or six?—A. That brings up the point that I think you raised
this morning that we keep each grade in a separate pool; in other words, if W€
are finding that four northern is not moving freely and we have to lower the
price as compared with one northern, then the man who is producing an
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delivering four northern gets a lower price than the man who produces one
northern and which we are able to sell to better advantage. It is a matter
of pooling, keeping the price separate the way we do.

The CHAIRMAN: Item 5.

Mr. TRELEAVEN:

3. Comments on the 1956-57 Pool Account—Wheat

Operating costs incurred by the Board in the period August 1, 1956 to
May 9, 1958 applicable to the 1956-57 Pool were $27,902,559.79 after crediting
funds paid to the Board by the Government of Canada under the Temporary
Wheat Reserves Act. Operating costs consisted of the following:

(a) Carrying Charges—$21,332,334.29

Total carrying charges incurred by the Board, including storage and in-
terest charges on wheat carried in country elevators and storage charges on
Wheat held in terminal and mill positions, were $54,469,440.76. Carrying charges
amounted to 15.073 cents per bushel on producers’ marketings of 361,357,938.3
bushels. Of the funds received from the Government of Canada under the
Temporary Wheat Reserves Act, the sum of $33,137,106.47 was allocated to the
1956-57 Pool Account, or an average of 9.170 cents per bushel on producers’
deliveries to the pool. After applying these funds the actual carrying charges
Paid by the Board for producers’ account amounted to 5.903 cents per bushel.

(b) Net Interest, Exchange and Bank Charges—$3,509,905.28

" This item comprises bank interest, exchange and bank charges plus net
Interest on other Board accounts.

(c) Additional Freight (Net)—$558,603.31
This item consists chiefly of additional freight paid on wheat shipped
from Saskatchewan stations to the Pacific Coast against Fort William /Port
thur freight differential and on low grade wheat shipped from Alberta
Stations to the Lakehead. The item also includes freight credits on wheat
shipped to Churchill.

(d) Handling, Stop-off and Diversion Charges—$462,286.10

These charges were incurred in shipping wheat to interior terminals for
Storage and in diverting wheat for shipment to Churchill and Prince Rupert.

(e) Drying Charges—$16,249.01
This covers the cost of drying of Board grain.

(f) Administrative and General Expenses—$2,023,181,80

Administrative and general expenses of the Board applicable to the 1956-57
Poo] Account amounted to .5599 cent per bushel on handlings of 361,357,938.3
Ushels.

By Mr. Pascoe:

In regard to additional freight, the item also includes freight on grades
of wheat shipped through Churchill. How do you work out the price?—A.
Und@l‘ the Crowsnest Pass tariffs that are in effect there are rates set
Ib for Churchill the same as there are for Fort William and Vancouver, and
there are certain stations, mainly in northern Saskatchewan, on the Canadian
ational Railways where there is a saving in freight haul for shipments to

Urchill as compared with shipments to Fort William. So to the extent that
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we can move Churchill stocks from these preferential areas the pool benefits
by freight savings that we obtain on wheat, because we bought the wheat at
the Fort William rate.

By Mr. Rapp:

Q. Does that apply from northern Alberta?—A. There are a few stations
in Alberta. I think the most favourable differential is four to five cents a
hundred pounds and some are one cent a hundred pounds from northern
Alberta. One of the things to keep in mind, is that a good year for Churchill
such as the current year, 17 million will be shipped, we will pick up some
freight saving; but we cannot get the advantage out of the four and five cents
areas, we will have to go back to the one cent differential to get the saving
and that will be secured to the over-all pool.

While I am on my feet I might deal with the other item, the shipments
from Saskatchewan. This year, as you will notice from the prices shown on
page 5, wheat at Vancouver has been at a premium over the price of wheat at
Fort William and the board has realized from ten cents to 12 cents a bushel
on the grades we have shipped from Vancouver. To supplement the Alberta
stocks and to endeavour to maximize the movement out of Vancouver, and
also keeping in mind the necessity of trying to equalize quotas we have
moved western Saskatchewan stocks against the freight differential which is a
debit; but the extra price we realize on the transaction more than offsets the
freight differential that we incur.

The CHaIRMAN: Any other questions? Item 6?—and the proceedings
being interrupted by the division bells—

The CHAIRMAN: Gentlemen, things are going every which way in the
house today apparently, and there is a vote coming up which will take some
time and before the vote is over it will be near 6:00 o’clock and I suggest
we adjourn until tomorrow morning at 9.30. Thank you very much—The
committee adjourned.
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he Standing Committee on Agriculture and Colonization.

LEON J. RAYMOND,
Clerk of the House.
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REPORT TO THE HOUSE

FripAy, August 8, 1958.

The Standing Committee on Agriculture and Colonization has the honour
to present the folowing as its

FOURTH REPORT

On July 19, 1958, the House of Commons referred to this Committee the
Report of the Canadian Wheat Board for the Crop Year 1956-57. The Annual
Report of the Board of Grain Commissioners of Canada for the year 1957 was
also referred to this Committee at the same time.

Your Committee carefully examined and approved the operations of the
Canadian Wheat Board and the Board of Grain Commissioners for Canada.

Your Committee also studied the Supplementary Report of the Canadian
Wheat Board for the 1956-57 Pool Accounts.

Your Committee recommends:

1. That consideration be given to the provision of more satisfactory public
storage for grain which should be encouraged and assisted by the government;

2. That consideration be given to classifying rape-seed and soya beans as
grain for the purpose of freight rates;

3. That consideration be given to amending the Canada Grain Act by in-
serting a provision to compensate producers for cracked rape-seed taken as
dockage in the marketing of rape-seed.

4. That the government give consideration to the advisability of Seaway
grain tolls being set at minimum levels.

A copy of the Committee’s Minutes of Proceedings and Evidence is
appended.

Respectfully submitted,

HAYDEN STANTON,
Chairman.
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MINUTES OF PROCEEDINGS

TuUESDAY, August 5, 1958.
(6)

The Standing Committee on Agricuture and Colonization met at 9.35 a.m.
this day. The Chairman, Mr. Hayden Stanton, presided.

Members present: Messrs. Argue, Boivin, Cadieu, Campbell (Lambton-
Kent), Doucett, Dubois, Fane, Fleming (Okanagan-Revelstoke), Forbes, Gund-
lock, Hicks, Horner (Acadia), Jorgenson, Kindt, Latour, Milligan, Morissette,
Muir (Lisgar), Nasserden, Noble, Pascoe, Rapp, Ricard, Rowe, Southam, Speak-
Man, Stanton, Thomas, Tucker, and Winkler—30.

In attendance: Honourable Gordon Churchill, Minister of Trade and Com-
erce; From the Canadian Wheat Board: Messrs. W. C. McNamara, Chief
Commissioner; W. E. Robertson, Commissioner; C. E. G. Earl, Comptroller; and
D. H. Treleaven, Secretary.

From the Board of Grain Commissioners: Messrs. R. W. Milner, Chief
Commissioner; S. Loptson, Commissioner; G. McConnell, Commissioner; W. J.
MacLeod, Secretary; Dr. J. A. Anderson, Chief Chemist; M. J. Conacher, Chief
Grain Inspector, and E. E. Baxter, Chief Statistician.

The Committee resumed consideration of the Supplementary Report of the
Canadian Wheat Board on the 1956-57 Pool Account—Wheat, Oats and Barley.

The following Sections of the Supplementary Report were approved:
6. Realized Prices
7. Board Quoted Prices—1956-57 Pool
8. Exports
9. General Comments
10. Statement of operations including Auditors’ Report

~ The Committee then reverted to consideration of the Report of the Cana-
dian Wheat Board for Crop Year 1956-57.

Part II of the Report—Financial Statement, (including Exhibits I to VII)
Was approved.

Part III—Auditors’ Report was approved.

The Addenda to the Annual Report, containing statistical tables I to
XXHI, was approved.

The Chairman extended a vote of thanks to Mr. McNamara and his officials
for their co-operation and assistance to the Committee.

The officials of the Canadian Wheat Board were permitted to retire.

The Committee proceeded to the consideration of the 1957 Report of the

Board of Grain Commissioners for Canada. Mr. Milner, having been introduced

% the members of the Committee, was questioned and supplied additional
Ormation thereon, assisted by other officials of the Board.
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The following Sections of the Report were approved:

. Grain Supplies and Disposition—Crop Year 1956-57
. Marketings

. Country Elevator Shipments

. Terminal Handlings

. Exports

. Domestic Usage

. Carryover

. Licensing and Bonding

. Assistant Commissioners

10. Prosecutions

11. Shortages and Overages, Country Elevators

12. Regulations and Orders

13. Committees on Grain Standards

14. Inspection of Grain

15. Research

16. Weighing of Grain

17. Weighover of Stocks, Terminal and Eastern Elevators
18. Terminal and Eastern Complaints

OO XTI U WD

At 12.30 p.m. the Committee adjourned until 3.30 p.m. this day.

AFTERNOON SITTING
(7)

The Standing Committee on Agriculture and Colonization resumed at 3.35
p.m., the Chairman, Mr. Stanton, presiding.

Members present: Messrs. Argue, Barrington, Boivin, Cadieu, Dubois, Fane,
Forbes, Forgie, Gundlock, Hicks, Horner (Acadia), Jorgenson, Kindt, Macln-
tosh, Morissette, Muir (Lisgar), Nasserden, Pascoe, Peters, Rapp, Southam,
Speakman, Stanton, and Thomas.—(24)

In attendance: From the Board of Grain Commissioners: Messrs. R. w.
Milner, Chief Commissioner; S. Loptson, Commissioner; G. McConnell, Com-
missioner; W. J. MacLeod, Secretary; J. A. Anderson, Chief Chemist; M. J.
Conacher, Chief Grain Inspector and E. E. Baxter, Chief Statistician.

W

The Committee resumed consideration of the Report of the Board of Grail
Commissioners for Canada for the year 1957.

The following sections of the Report were approved:

19. Complaints on Export Shipments

20. Statistics

21. Information Program

22. Canadian Government Elevators

23. Lake Freight Rates

24. Prairie Farm Assistance Act

25. Organization and Personnel

26. Expenditure and Revenue

27. Appendices “A” to “K” inclusive and related Tables were approved'

The Chairman thanked the Committee for their co-operation, and ex’cende'd
to Mr. Milner and his colleagues the appreciation of the Committee for theif
assistance.

At 5.05 p.m., the Committee adjourned until 9.30 a.m. Wednesday, August B
6, to consider in camera the Committee’s “Report to the House”.
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‘WEDNESDAY, August 6, 1958.
(8)

The Standing Committee on Agriculture and Colonization met in camera
at 9.40 a.m. this day. The Chairman, Mr. Hayden Stanton, presided.

Members present: Messrs. Argue, Boivin, Cadieu, Campbell (Lambton-
Kent), Doucett, Dubois, Fane, Forbes, Forgie, Gour, Hicks, Horner (Acadia),
Howe, Jorgenson, Kindt, Latour, Milligan, McIntosh, Muir (Lisgar), Nasserden,
Noble, Pascoe, Peters, Phillips, Pugh, Rapp, Southam, Speakman, Stanton,
Thomas, Thompson, Tucker, Villeneuve, and Winkler.—(34)

The Committee proceeded to the preparation of a “Report to the House”
respecting the Reports of the Canadian Wheat Board and the Board of Grain
Commissioners for Canada.

Various suggestions and recommendations were proposed by members of
the Committee.

Agreed,—That the recommendations be referred to the Steering Com-
mittee for further study.

At 10.30 a.m. the Committee adjourned until 9.30 a.m. Thursday, August 7.

THURSDAY, August 7, 1958.
9)

The Standing Committee on iAgriculture and Colonization met in camera
at 9.40 a.m. this day. The Chairman, Mr. Hayden Stanton, presided.

Members present: Messrs. Argue, Barrington, Brunsden, Cadieu, Campbell
(Lambton-Kent), Doucett, Dubois, Fane, Fleming (Okanagan-Revelstoke),
Forgie, Gour, Gundlock, Hicks, Horner (Acadia), Howe, Jorgenson, Latour,
Létourneau, MecIntosh, Montgomery, Morissette, Muir (Lisgar), Nasserden,
Pascoe, Pugh, Rapp, Southam, Speakman, Stanton, Thomas, Tucker, Villeneuve,
and Winkler.—(33)

The Chairman, on behalf of the Steering Committee, presented a draft
“Report to the House.”

The Committee proceeded to the consideration of the draft “Report to the
ouse” which was amended and adopted as amended; and the Chairman was
ordered to present it as the Committee’s “Fourth Report to the House.”

At 10.30 a.m. the Committee adjourned to the call of the Chair.

M. SLACK,
Clerk of the Committee.
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TuespAY, August 5, 1958.
9:30 a.m.

EVIDENCE

The CHAIRMAN: We were at paragraph six of the supplementary report
of the Canadian Wheat Board.

D. H. TRELEAVEN (Secretary, Canadian Wheat Board):

6. Realized Prices .

The following table shows initial payments, interim payments, final
bayments and total prices realized by producers for the principal grades of
Wheat delivered to the 1956-57 Pool Account basis in store Fort William/Port
Arthur or Vancouver, after deduction of net operating costs, including carrying
charges, interest and administrative expenses:

| Initial Interim* Final* Realized*
| Payment Payment Payment Price
t (dollars per bushel)
| 1.40 .10 .08838 1.58838
: 1.36 .10 .08892 1.54892
| 1.32 LT .05978 1.47978
| 1.25 10 02880 1.37880
3 1.08 .10 07521 1.25521
1.02 .10 .05871 1.17871
Initial Interim* Final* Realized*
[ Payment Payment Payment Price
| (dollars per bushel)
' 1.50 25 .19804 1.94804
| 1.47 25 .22054 1.94054
: 1.40 25 .24204 1.89204
' 1.34 .25 .27365 1.86365
1531 .25 Z18B86% 1.74895
1.13 .10 .02869 1.25869
1.07 .10 .01153 1.18153

* Prices and payments prior to deduction for Prairie Farm Assistance Act levy.

The CHAIRMAN: Are there any comments or remarks?

By Mr. Jorgenson:
Q. I wonder, Mr. Chairman, if Mr. McNamara would answer the question
T askeq yesterday with regard to average prices?

Mr. W. C. McNamara (Chief Commissioner, Canadian Wheat Board), called:

A. Mr. Chairman, Mr. Jorgenson was kind enough last night to give
Notice of this question and as I understand it he would like us to give him the
average price per bushel, regardless of the grade which the producer received
for the 1956-57 pool account. The average works out to $1.41.44 per bushel

asis in store Fort William/Port Arthur.
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To get it back to an average station in the west using a freight rate of 22
cents per hundredweight, and including the elevator handling charge of 4.5
cents per bushel, this would work out to an average return to the western
farmer, regardless of grade, of $1.23.7 cents per bushel. :

Q. And this is compared to what price of last year, Mr. McNamara?

A. The average for the previous year, basis in store Fort William, worked
out to $1.55.09 cents per bushel. I should point out that in this last pool account
there was a much larger percentage of low grade wheat than in the previous
year. So actually the average return regardless of grade is substantially lower.

By Mr. Horner (Acadia):

Q. Along that same line the price for No. 1 wheat was lower—and it goes
pretty well right down the grades—was lower in 1956-57 than it was in 1955-56.
Would the reason for that be that it had to be lower in order to sell it?—A. No,
the reason is there was some reduction due to the competition in the inter-
national market; but the major reduction is accounted for by the premium
on the Canadian dollar for this period. As the Canadian dollar rose over the
American dollar we had to keep adjusting our prices to keep them in line with
the American prices. The major factor was that during this period the dollar
was at a substantial premium.

Q. That would account for three cents a bushel?—A. I speak from memory
but I should say at the present time our prices are down five cents or six
cents a bushel as compared with a situation where the Canadian dollar was at
par with the United States dollar.

By Mr. Argue:

Q. I think the producer generally was quite disappointed with the final
payment in the crop year under review. I know sufficient about the wheat
board’s operations that I have no criticism to make of the wheat board’s opera-
tions, and would not suggest that the wheat board itself was responsible for
this happening. I think the great interest now is to do something to get the
prices up because if these prices keep on going down, with costs of production-
still going up, it will not be very long until the grain industry faces complete
bankrupcy.

I am wondering if the board has given any thought or has any statistics
on how an increase in the domestic price for wheat consumed in Canada for
human consumption—how an increase in the price for that quantity of wheat
would affect the price to the producer. I want to make my question more
specific: if the wheat board or the government, whoever it is who makes this
kind of policy—I take it it is the government—decides to adopt the two-pricé
system, if wheat made into flour was increased by $1 a bushel, how woul
it affect the final price for the average year?—A. If the domestic price were
increased by $1 a bushel? There are about 40 million bushels of wheat used for
human consumption that would be affected by such an increase. That would
return to us an extra $40 million. On a handling of 362 million it would work
out to about 11 cents per bushel in the overall return.

Q. Has the board done any work as to how such an increase would affect
the cost of bread?—A. No, we have not. We have considered this matter as
it has been referred to us by the government, but we have not endeavoured t0
analyze the effect such an increase would have on the price of bread.

Q. Did you inquire as to how it would affect the cost of flour, not necessarily
the price; they are often two different things.—A. No, we have never made ar
analysis of that kind. Of course, it would increase the price of wheat to the
miller by $1 a bushel; but in the consultations we have had with the govern”
ment regarding this matter there was no suggested increased price of a S€
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amount. They asked us to indicate to them what a series of increases in price
would mean in so far as the producer is concerned, but we have not information
in regard to what it would mean to the increased price of bread.

Q. The Saskatchewan wheat pool, I think, has done something in this
field. I have seen reports by them and by the Canadian Federation of Agricul-
ture to the effect that it would take a 60 cent per bushel increase in the price
to affect the cost of production of a loaf of bread by one cent. I wonder if
Mr. McNamara could give any indication if those figures would be out of line?
—A. No, I am not in a position or competent to comment on it. I too have seen
those statements made by the pool organization. They, of course, operate a
mill, so they should have some basis for the statistics they are making available;
but I do not think I, or any of my colleagues, are competent to comment on your
question. :

Q. I have seen various observations to the effect that any person in
Canada, or any group of people who work in any given industry, should be
entitled to a fair return for their labour, and while I cannot speak as an
authority I feel that the Canadian Labour Congress would support a domestic
Parity price for flour going into consumption in Canada. I have not discussed
it but I have heard them from different places in the parliament buildings
advocate higher returns to the producers of western Canada. I would hope
that the minister might want to consider the possibility of a domestic parity
price.

Hon. Mr. CHURCHILL (Minister of Trade and Commerce): How do you
define domestic parity price?

Mr. ArRGUE: Well, the wheat pool organizations have said there should be
this two-price system, or the farmers’ unions have said there should be a two-
Price system which would provide a domestic parity price for wheat going into
the production of flour to be used in this country. Now, the minister says
“How do you define it?”. There have been statistics worked out as to what
a parity price is. The farmers’ unions or the Federation of Agriculture or the
Wheat pool organizations may not agree on all statistics, but I think that they
all have statistics amongst themselves on which they are agreed. Those figures,
from all T have seen, have ranged from $2.25 to $2.50 a bushel.

The CHAIRMAN: Any further questions on this paragraph, if not we will
Proceed to paragraph 7.

Mr. TRELEAVEN:

7. Board Quoted Prices—1956-57 Pool

The 1955-56 Pool Account was closed on May 3, 1957 and the 1956-57 Pool
Account was closed on May 9, 1958; therefore the selling operations relative
to the 1956-57 Pool Account occurred between the foregoing dates. During this
Selling period Board asking prices for wheat (except Durums) were the same
for domestic use, for registration under the International Wheat Agreement and
for sales on a Class II basis.

The Board continued to quote separate selling prices for wheat basis in
store Fort William/Port Arthur, basis in store Pacific Coast ports and basis in
store Churchill. The following table shows monthly average Board asking prices
for No. 1 Northern Wheat basis in store the aforementioned positions for the
Selling period of the 1956-57 Pool:
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Monthly Average Asking Prices
No. 1 Northern
Ft. Wm./Pt. Ar. Vancouver Churchill

(dollars per bushel)

3 0 R 2 Ly S ST A G e SRS Do 1.63% 1.68 1.74%
TR R L e R R SR e 1.62§ 1.67% 1.73%
gy DL e SRR A e T R 1.623 1.67% 1.73%
U TSR L S SE e g e S SRR R TS N E S 1.61% 1.663 1.72%
SeptEBer S Ve S e B e 1.61% 1.70% 1.72%
Octbber: . Fo=a s Dol UL e 1.613 1.92 1.723%
IOV IR T e S o S ik e A 1.60% 1.72 1.71%
DereMPEr - 4utep i vy vies wsi s 1.63% 1.75% 1.743
F BTy e BI85 e D e A 5 1.65 AT 1.76
Hebpiiary Al ern r el so e ING s 1.643% 1.76% 1.753%
Matehe 350, B Ol o f o s R T 1.63% 1.75% 1.74%
5o i s I e AR TR e 1.62% 1.74% 1.73%
e T g o I T T 1.61% 1.733 1.72%

Some comment should be directed toward Board pricing during the selling
period of the 1956-57 Wheat Account. Distinction must be made between
Board pricing for wheat basis in store Fort William/Port Arthur and in store
Vancouver. Throughout the period Board quotations for No. 1 Northern Wheat
basis in store Fort William/Port Arthur fluctuated within relatively narrow
limits and ranged considerably lower than Board quotations for wheat in store
Vancouver. The pricing of wheat basis in store Fort William/Port Arthur took
into account forwarding costs involved in making Lakehead wheat available at
competitive prices in overseas markets. This involved pricing at a lower level
than for other available shipping routes.

In the main, variations in Board asking prices for wheat in store the
Lakehead followed changes in the exchange value of the Canadian dollar. Price
changes reflected the strength of the Canadian dollar in the months May through
September and the decline in the exchange value of the dollar which occurred
late in 1957 and early in 1958, followed by strengthening of the dollar in the
final 90 days of the selling period. At times other minor price adjustments
were made for competitive reasons.

A different situation prevailed in respect to Board pricing of wheat in
store Vancouver. Through the period there was a broad demand for wheat
for shipment via the western route based upon demand for wheat in Asia and
favourable forwarding costs to world markets, including the United Kingdom
and Western Europe. This demand added buoyancy to selling prices for wheat
in store Vancouver. At the start of the selling period of the 1956-57 Pool,
Board quotations for No. 1 Northern Wheat were 5 cents per bushel higher
basis in store Vancouver than in store the Lakehead. Vancouver quotations for
No. 1 Northern Wheat strengthened rather sharply in the period September
through February, reaching a level of 12 cents per bushel higher than Board
quotations for the same grade of wheat in store Fort William/Port Arthut-
Vancouver quotations continued on this basis until the closing of the pool on
May 9, 1958, although some decline in the level of asking prices occurred as
a result of exchange fluctuations. The level of Vancouver prices for No. 1
Northern was reflected in Board asking prices for other grades. In summary:
Board quotations for No. 1 Northern Wheat in store Vancouver reflected not
only variations in the value of the Canadian dollar on exchange markets but
also the strong and continuous demand for wheat for shipment through Pacifi¢
Coast ports.

e ———— T e—
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During the active selling period for wheat for shipment via Churchill in
the 1958 season; i.e., January through May, Board quotations for wheat in
store Churchill were 11 cents per bushel higher than Lakehead asking prices.

In addition to the changes made in Board quotations for No. 1 Northern,
discounts applicable to No. 3 Northern, No. 4 Northern and No. 5 Wheat were
varied throughout the selling period of the 1956-57 Pool Account. On May 4,
1957, No. 3 Northern was quoted at 8 cents per bushel under No. 1 Northern
basis in store the Lakehead. This discount was increased to 10 cents per bushel,

. later to 11 cents per bushel and finally to 12 cents per bushel. The discount on

No. 4 Northern in store the Lakehead was 16 cents per bushel on May 4, 1957.
This discount was increased to 25 cents per bushel and narrowed to 20 cents per
bushel early in 1957, reflecting increased sales of this grade. No. 4 Northern
was one of the principal grades delivered to the 1956-57 Pool (81.7 million
bushels) and the necessary widening of the selling spread on this grade was
reflected in a lower final payment to producers. On May 4, 1957, No. 5 Wheat
in store the Lakehead was quoted at 28 cents per bushel under No. 1 Northern.
By the end of July this discount had increased to 38 cents per bushel and was
gradually narrowed to 34 cents per bushel at the time of the closing of the
1956-57 Pool Account. Grade discounts on No. 3 Northern, No. 4 Northern and
No. 5 Wheat applicable to Vancouver were slightly less than the discounts
brevailing for the same grades in store the Lakehead.

In the early part of the selling period of the 1956-57 Pool the Board sold
milling grades of Durum Wheat on a Class II basis as well as under the terms
of the International Wheat Agreement. Board quotations for milling grades of
Durum Wheat under the International Wheat Agreement were based on the
Mmaximum price under the Agreement.

On May 4, 1957 the Board’s quoted price for No. 1 C. W. Amber Durum on
a Class II basis was $2.378. Class II prices remained at about this level until
the end of the crop year. Under the influence of strong international competition
and prospects for a large Durum yield in 1957, the Board reduced its Class II
selling prices sharply to an average of $2.083 per bushel in August, 1957, and
$2.02 per bushel in September, 1957. By October 25, 1957 the Board’s quoted
Class II price for No. 1 C. W. Amber Durum had declined to the LW.A. level
and so remained until the closing of the 1956-57 Pool Account. Producers
delivered 20.0 million bushels of milling grades of Durum to the 1956-57 Pool
Account. Over half of these deliveries consisted of No. 4 C. W. Amber Durum
and the remaining deliveries were largely No. 3 C. W. Amber Durum and
Extra No. 4 C. W. Amber Durum. In general, deliveries of Durum Wheat in
1956-57 were of lower grade and quality as compared with the Durum deliveries
in the previous crop year. As a result, Board selling spreads for No. 3
C. W. Amber Durum, Extra No. 4 C. W. Amber Durum and No. 4 Amber Durum
Were widened considerably commencing in August, 1957.

It was necessary for the Board to reduce its quoted prices for No. 5 and

0. 6 C. W. Amber Durum to the level of asking prices for No. 5 and No. 6
Req Spring Wheat. Only limited quantities of low grade Durums were
delivered to the 1956-57 Pool.

By Mr. Muir (Lisgar):

Q. Mr. Chairman, what percentage of the various grades were taken by
the Asiatic countries? Did you have those figures?—A. I can get the details
of that but I think in general, Mr. Muir, I can give you the information you
Want. In so far as Japan is concerned they are mainly interested in two and

Tee northern; they are a quality market and prefer our two and three
Northern wheat to the lower grades.



136 STANDING COMMITTEE

Recently, however, a demand for feed has developed in Japan and we
are now selling them limited quantities of five and six wheat that they are
using for feeding purposes. But normally Japan is a high quality market.

In so far as our shipments to other Asian countries are concerned, mainly
to India and Pakistan, most of those shipments, as you know, were under the
provisions of the Colombo Plan. Canada was making this wheat available to
them on very favourable terms, and in our negotiations with them we were
able to persuade them that it would be in their interests, and certainly in
our interests, if they would accept mainly four northern wheat, a grade that
has been in very heavy supply. The arrangements which have been made to
provide wheat to these countries have been very helpful to them and have
been of material assistance to the board in moving into position for export
for northern wheat that had been moving very, very slowly.

By Mr. Argue:

Q. Mr. Chairman, with respect to the part of this section dealing with
the difference in price between Vancouver and Fort William-Port Arthur,
I am sure that the producers are anxious that the price at Fort William-Port
Arthur should be increased if at all possible. You say you are narrowing the
spread. I am sure they would far rather narrow it by increasing the Fort
William-Port Arthur price than by decreasing the Vancouver price. I wonder
whether the new seaway operating fully would make it possible for the
board to increase these Fort William-Port Arthur prices? It would seem to
me that if there is a substantial saving by using the seaway it would be in the
interests of Canadiens if as much of this advantage as possible could be passed
on to Canadians, and in this instance passed on to the wheat producers. I am
wondering if the board feels they will be able to increase the Fort William-
Port Arthur price as compared with Vancouver when the seaway is fully in
operation?—A. Well, Mr. Chairman, and Mr. Argue, we certainly hope that
that will be the position and we, like you, are hoping that the benefits of the
seaway will be Canadian benefits and we will be able to pass the benefits,
in so far as grain is concerned, back to our producers. Of course, whether
we can increase the price will depend on the level of the market for interna-
tional trade in wheat, as our price must be competitive in the country of
destination. Whether it will mean that we will have to lower Vancouver or
increase Fort William I do not know, but the point is we must make the wheat
out of these two outlets comparable at destination.

Now, I do not intend to dwell too much on this point but I think the
committee would be interested in the unusual situation that is prevailing in
so far as ocean freight rates are concerned. It has always been more or less
normal for the Vancouver price to fluctuate in the matter of freight rates
over and above the Fort William price, depending on the season of the year.
The situation that has now prevailed for about 18 months is most unusual.
I have never, in my experience, seen it continue for such a period. I just want
to give the committee one or two figures. These are based on our comparative

costs at July 25.

Mr. CHURCHILL: You are speaking of ocean rates when you speak of
freight rates?

The WiTNEss: Yes.

Taking 2 Northern wheat out of the St. Lawrence ports, basis July 25,
to C.ILF.U.K. ports, our in store price at Fort William on that date was $1.59%
per bushel. It costs us to move that wheat to the St. Lawrence, at an averagé
of the lake and rail, and all water movement, 22} cents a bushel. So that
our price f.0.b. Montreal works out, for 2 Northern, to $1.81} per bushel.
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Taking all the other charges into consideration, including ocean freight
which was 14.4 cents a bushel out of Montreal, the price of our 2 Northern
coming out of Fort William on that date was $1.9735 per bushel basis C.LF.
United Kingdom. On the same day for 2 Northern at Vancouver our asking
price was 11 cents per bushel higher than at Fort William, or $1.70} per
bushel. In the U.K. that wheat could be landed for $1.93313 per bushel, or
approximately 4 cents per bushel cheaper than the wheat out of the St.
Lawrence notwithstanding the fact that we had an 11 cents premium on
Vancouver. That spread is not quite so acute as far as other European ports
such as Antwerp and Rotterdam are concerned. It works out about 1 cent in
favour of Vancouver as compared to the St. Lawrence. It costs us an average
of 22} cents per bushel to move wheat at present to Montreal and the ocean
freight rate from Montreal is 14.4 cents, but from Vancouver—and wheat
at Vancouver costs us ‘the, same as at Fort William because of the internal
freight rate structure in Canada—the freight rate was 18 cents per bushel
or 34 cents more than from the St. Lawrence to the U.K. That is the problem
with which we are confronted.

I do not think I am in a position to comment on just what the seaway
Will mean. We hope it will mean a substantial reduction in the cost of
moving wheat to Montreal; but unless there is a change in these ocean freight
rate structures I do not think the opening of the seaway will correct the
Situation. I think that wheat out of Vancouver and Churchill will still be
at a premium over the price of wheat at Fort William.

By Mr. Argue: s
Q. Do you know whether or not the saving might be in the neighbourhood
of 4 or 5 cents a bushel?—A. No. I think that is anybody’s guess. I will

be pleasantly surprised if it results in a saving of 4 cents per bushel for our
Producers.

By Mr. Southam:

! Q. Coming back to Durum wheat has there been an appreciable change
In the demand for Durum wheat in the world markets in the last seven years?
Has there been an increase or a decrease—A. The demand has decreased very
Substantially. Unfortunately the Durum wheat produced two years ago, and
last year, contained a large percentage of 4 c.w. Amber Durum which is not
2 quality Durum wheat compared to Durum exported by other countries. We
are finding difficulty in merchandising the 4 c.w. which we have available.

In so far as Durum wheat is concerned, I would say we have the heaviest
Surplus condition of any grain in Canada. The production has been sub-
Stantially increasing cver the years and we have a more serious problem in
Marketing it than we have in marketing any other grain which we are handling
at the present time.

By Mr. Gundlock:

Q. I would like to ask Mr. McNamara this question: say, for example,
that the elevator companies buy 50 million bushels of No. 2; how many bushels
0 they sell?—A. We come out even on that. I think your point is, when
€ elevator companies take the wheat they grade it. We only take it from
e elevator companies, basis in store Fort William, at the grade established
Y the Board of Grain Commissioners. Any difference in grade between
What the farmer receives and what is delivered to the Board is the responsi-
llity of the elevator companies. We are not involved in that at all.
Q. That is what I was trying to get at. I was wondering what kind of
buSiness the elevators were doing in that respect. Are they maintaining
ades, or are there any figures on that?>—A. We have no figures on that.
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By Mr. Jorgenson:
Q. Would not that question be more appropriately asked of the Board of
Grain Commissioners?—A. Yes.

By Mr. Horner (Acadia):

Q. I was wondering about the St. Lawrence Seaway. When the St.
Lawrence seaway comes into operation will the grain ships be able to go
right to Fort William and not stop at Montreal?—A. Yes. I understand it will
be possible for ocean going boats to proceed to Fort William. However, I do
not anticipate the bulk of our grain will be delivered to ocean-going boats at
Fort William. It is my opinion that the bulk of our grain will still be moved
in the large lake boats to Montreal and made available to the ocean-going
vessels at Montreal.

Q. Would it not be more economical for the ocean going boats to go right
up to Fort William?—A. With the seaway it will be possible for our large
lake boats to proceed right to Montreal without having to unload at the
transfer points and put the grain into the canallers. That should result in
a considerable saving. It is hoped that there will be two-way traffic for
them, bringing back ore, and that this will put them in a position to compete
favourably with the ocean going vessels.

By Mr. Argue:

Q. Could Mr. McNamara give us the figures as to the quantity of wheat
sold through Pacific ports and the quantity sold through Fort William and
Port Arthur?—A. For this particular crop year?

Q. Yes; or generally?—A. I have in mind that this year, for the year
ending July 31 last, we enjoyed a record movement out of Vancouver. The
over-all quantity of grain that was shipped, including wheat, barley, oats, flax,
rye and rapeseed, is about 170 million bushels as compared to 150 million
bushels the previous year, both of which are, of course, records. This is by
far the largest movement out of our west coast ports, and that includes Prince
Rupert and Victoria.

Q. What about Port Arthur and Fort William last year?—A. This is for
the crop year: for the Pacific seaboard—and this is just wheat, oats, barley,
flax and rye, and it is up until July 16—it was 162.5 million bushels as com-
pared to 133.3 million bushels for the same period the year before; Churchill,
16.7 million bushels as compared to 16.3 million bushels the previous year;
the St. Lawrence ports, 117.3 million bushels as compared to 114.2 million
bushels the previous year; Atlantic seaboard ports, Halifax and Saint John,
30.9 million bushels as compared to 28.5 million bushels the previous year;
shipments to the United States, including our malting barley and wheat
going over in bond, 52.9 million bushels as compared to 47.3 million bushels
the previous year. That gives a total export including exports of wheat in the
form of flour, from August 1 last until July 16, of 417.8 million bushels a$
compared to 371.8 million bushels the previous year.

Q. A majority of the grain still moves east?—A. Yes.
Q. Taking it as a narrow majority?—A. Yes. It is getting pretty close.

Q. Is the quantity which is going to the Pacific ports limited more by
the facilities available or by the boats? I take it it is not because of the demand
since the price differential is so great.—A. No. Of course, when we are break‘
ing hew records every year it is hard to say what the limitation of a port i
but I am inclined to think, with our over-all grain shipments of 170 millio?®
bushels, we are getting pretty close to the capacity of the present terminal$
and berths available and the general port facilities, plus the ability of the
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railways to move the grain and to spot the cars at the terminals with the
equipment and yards available. We are, I would think, getting pretty close
to the maximum at 170 million bushels.

Q. Since there is the price advantage at Vancouver of 12 cents, and since,
Mr. McNamara said that a saving by way of the seaway of 4 or 5 cents a
bushel would make him pleasantly surprised, does he feel there is any point
in expanding facilities through the western ports so that perhaps even a
larger quantity of grain could go that way? I know that there has been
some demand, from Vancouver, for increased facilities. I am trying to look
at this thing through the eyes of the western wheat producer, and also through
the eyes of the Canadian Wheat Board and am wondering whether or not there
Would be any advantage to Canada in increasing those facilities?—A. If we
Were sure that the present ocean freight rate situation would prevail, I would
definitely say that we ought to greatly expand our facilities at the west coast
because it is much more profitable to sell our grain from that port area.
Our experience is when ocean rates are depressed, the boats are prepared to
take the longer trip and the Vancouver situation is more favourable. When
Ocean freight is in tight supply they are more interested in shorter hauls and
that favours the St. Lawrence route.

Certainly, if the present situation is to be a permanent situation, I would
strongly recommend that we ought to increase our facilities at the west coast.

I am pleased to note that the government, through the National Harbours
Board, have made arrangements to increase the capacity of one of the ter-
minals which they own out there.

Mr. ARGUE: I am wholeheartedly in agreement with the statement made
by Mr. McNamara and I think it is particularly necessary now when we face
Such acute competition from the United States and from other countries. If
this condition is something of a permanent condition I would hope that the
government would continue to increase those facilities so that the producer
may obtain the largest part of the eleven or twelve cent advantage that may
be possible.

Mr. CHURCHILL: You cannot be sure it is permanent. The situation in the
Paciﬁc, in respect of ocean freight, was changed at the time of the Suez crisis
and greater world shipping. You recall it was then that the shipments from the
West coast ports increased.

Mr. ARGUE: I think the price differential existed before the Suez crisis; I
May be wrong. I do not think the difference occurred only at that time.

Mr. CHURCHILL: Ocean freight rates fluctuated very considerably at that
time due to concentrated shipping in the Pacific.

By Mr. Argue:

Q. It is in my mind that the spread between Fort William and Vancouver
Was 6 or 8 cents a bushel at some time prior, and Mr. McNamara may correct
Me if T am wrong.—A. We have had periods like that in the past when

ancouver has been at a premium. I remember it was as high as 7 cents at
One time. However, I must agree with the minister that the current situation
as crystallized and has been with us constantly since the Suez crisis. It started
at that time and has been that way since.
61577-3—2
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By Mr. Hicks:

Q. I would like to inquire about the prices on these two different grades
that go to Japan. You mentioned that Japan is a market for high-grade wheat
and that you are also now shipping some low-grade grain over there. What
prices do they sell for?—A. Last Friday our asking price ‘for No. 2 Northern
wheat out of Vancouver, basis in store at terminals Vancouver, was $1.70 and
% cents per bushel; No. 3 Northern was $1.63 and £ cents per bushel; No. 5
wheat, was $1.45 and £ cents per bushel; and No. 6 wheat—they have been
taking it in small quantities—was $1.36 and § cents per bushel.

By Mr. Muir (Lisgar):

Q. I wonder if we might have the same comparison between Vancouver
and Churchill to the United Kingdom as we had between Vancouver and Fort
William?—A. Yes. On the same date, July 25, our No. 2 Northern, price in
store, Churchill, was $1.70 and 1 cents per bushel, the same as at Vancouver,
or eleven cents per bushel over Fort William; No. 2 Northern could be laid down
C.L.F. United Kingdom out of Churchill at $1.92.075 cents per bushel. That works
out at 1.3 cents per bushel below the price out of Vancouver.

The freight rate from Churchill to the United Kingdom was 17.12 cents per
bushel.

By Mr. Pascoe:

Q. I wonder if the facilities at Churchill are being used to their available
capacity, or is it being limited by the amount we have available?—A. The
government doubled the capacity at Churchill a few years ago to five million
bushels.

For this season at Churchill, we have sold 50 cargoes which is over ship-
ments made last year. This will be a new record for the port, and it is slightly
in excess of 17 million bushels.

We believe that the port of Churchill will be able to continue to make new
records. But I think we are getting close to the cleaning and unloading capacity
and berthing facilities available to handle such movements.

I would hate to put a ceiling on the movement out of Churchill becausé
we are strong supporters of that port. In addition, the producers benefit greatly
from the wheat which we sell out of that port.

But we are getting pretty close to capacity which in my opinion includes
also the ability of the railroad to move necessary supplies. They are only moved
over the Canadian National Railways.

I think that if we are to increase substantially the movement out of
Churchill, consideration will have to be given to either doubling or improving
rail facilities available to the port.

The CHAIRMAN: What is the length of the shipping season out of Churchill?

The WITNESS: The first boat came in on July 26 this year. The insuranc€
period is from July 23 to October 15.

The CHAIRMAN: Are there any further questions? If not, let us deal with
paragraph eight.

Mr. TRELEAVEN:

8. Exports

The following table shows Canadian export sales of wheat and flour fro®
May, 1957 to April, 1958; a period of time which approximates the selling
operations of the 1956-57 Pool Account:
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290.7 308.5*

—

MSubject to revision.
@®Revised total.

As shown by the above table exports of wheat (including flour) from May,
1957 to April, 1958 amounted to 290.7 million bushels as compared with 308.5
million bushels during the corresponding months of the previous crop year.

Exports of wheat (including flour) were relatively low during the months
of May, June and July, 1957, as compared with the buoyant exports for the
Same months in 1956. These exports reflected mainly a lack of demand for wheat
for shipment through St. Lawrence ports in the final three months of the crop
Yyear 1956-517.

In the August-October period exports continued on a moderate scale
slightly below the volume of the same months in the previous crop year. In
November, exports were in excess of exports for the same month in the
Previous year and this increased level of exports was maintained until the
closing of the 1956-57 Wheat Account on May 9, 1958.

The CHAIRMAN: Are there any questions or comments, gentlemen? If not,
let us go on to paragraph 9.

Mr. TRELEAVEN:

9. General Comments

An unsatisfactory level of exports of wheat and flour during the May-July
Period, 1957, has been indicated. On August 1, 1957 a new crop year was at hand

and the major issue was Canadian participation in available world markets

for the ensuing months. There were two factors in the marketing situation
Which had to be recognized. The European wheat crop in 1957 was substantially
larger than in 1956. Western Europe harvested 200 million bushels more wheat
than in the previous crop year when an extremely cold winter had damaged
Wheat crops over a wide area. It was also apparent that Eastern Europe had
arvested a larger wheat crop than in the previous year; all told, European
Production in 1957 was approximately 300 million bushels greater than in
1956. It was equally apparent that world trade in wheat in 1957-58 would be
C(l))nsiderably smaller than in the previous crop year for the reasons stated
aboye,
The Canadian marketing problem was, therefore, in terms of securing a
%arger share of a smaller world market for wheat. In approaching this ob-

Jective the impoved quality of wheat production in 1957 was an asset of

Considerable importance. There was the prospect that as the crop year prog-
essed the quality of Canadian wheat available for overseas markets would
61577-3—2}
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steadily increase. There was a further advantage in that the main wheat im-
porting countries of Western Europe, having harvested larger crops, would
seek high quality wheat in order to maintain the quality of their breadstuffs.

The bountifulness of European production in 1957 limited wheat exports
in the early part of the crop year and it was not until November that Canadian
exports of wheat and flour gathered momentum and the possibility of an
improved year of exports became evident. The 1956-57 Pool Account was closed
on May 9, 1958 and, therefore, only partially reflected the improved export pos-
sibilities for the crop year ending July 31, 1958.

During the period under review the Board fully maintained the level of
commercial sales of wheat. In addition, the export movement was facilitated and
increased by the action of the Government of Canada in making certain Colombo
Plan appropriations available to recipient countries in the form of wheat and
flour, in providing long term credit arrangements to Colombo Plan countries
for the purchase of wheat or flour and in providing an appropriation of 15
million dollars as a grant to Colombo Plan countries for the purchase of wheat
or flour. The provisions of the Export Credit Insurance Act were made available
to provide short term credit arrangements to importing countries as required.

1. Receipts and Disposition—1956-57
Pool Account—Oats

RECEIPTS

Receipts of oats in the 1956-57 Oats Pool were 79,578,217.3 bushels.* This
total included 69,049,123.6 bushels delivered by producers from August 1, 1956
to July 31, 1957; an additional 5,923.4 bushels acquired from other than pro-
ducers; and 10,523,170.3 bushels transferred from the 1955-56 Pool Account
to the 1956-57 Pool Account. 3

DISPOSITION OF STOCKS

Completed sales from the 1956-57 Pool Account from August 1, 1956 to May
9, 1958 amounted to 77,038,217.3 bushels (including weight losses in drying
of 83.7 bushels). The remaining stocks of oats in the 1956-57 Pool as at May 9,
1958; namely, 2,540,000 bushels were transferred to the 1957-58 Pool in accord-
ance with provisions of Section 29 of the Canadian Wheat Board Act. Unsold
stocks of oats consisted entirely of No. 1 Feed Oats and were transferred on the
basis of the Board’s quoted price for No. 1 Feed Oats on May 9, 1958, less 1
cent per bushel for subsequent carrying charges and market risk. The transfer
was approved by Order in Council P.C. 1958-900, June 26, 1958.

The CHAIRMAN: Are there any comments, gentlemen?

By Mr. Argue:

Q. What part of our crop was sold by means of Colombo Plan appro-
priations and other gifts or credits? In other words, what part was sol
strictly for cash on the line, and what part by other means?—A. In roun
figures—and this applies to the 1957-58 crop year, not just to this p001
year,—our total exports, as the official figures I think will indicate—will b€
about 312 million bushels for the past crop year.

Out of that quantity about 31 million bushels were sold through specia‘l
assistance such as government gifts to the Colombo Plan countries, or gifts OF
loans under the provisions of the Colombo Plan.

In addition to that, Russia, under the second year of her contract with
the government in connection with the trade agreement, took 14.8 millio?
bushels.

*Pool receipts were adjusted upward by 5,711.9 bushels as compared with receipts show?
on Page 17 of the Annual Report of The Canadian Wheat Board for 1956-57.
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Under the provisions of export credit there was only Israel and Poland;
they are the only two countries which have made arrangements to procure
wheat on that basis.

Poland, although it has a credit arrangement with the government, has
not yet completed her agreement with the Canadian Wheat Board. Only 40,000
tons was made available to Israel under the provisions of export credit in this
current crop year.

Q. This would leave about 266 million bushels sold for cash and de-
livered?—A. That is right, on a straight commercial basis.

Q. That is right. And that would leave about 46 million bushels, the sale
of which was assisted by one means or another.—A. It depends on the status
in which we put the Russian business. It is considered cash as far as we are
concerned, although it was secured because of the trade agreement negotiated
between the two countries.

But as far as the wheat board is concerned, it is considered a cash trans-
action and no credit arrangements are included in it at all.

It was available to us this year but in the previous crop year they took no
Wheat because it was not necessary for them to do so under the terms of the
agreement.

Q. What would be the comparable figure for this kind of business in any
Preceeding period?—A. You mean comparable to the 31 million bushels?

Q. All right, and the other type of business?—A. Well, I think it would
be about 15 million bushels. We will check it and have it available for you.
This quantity was made available under special provisions in the previous
Crop year.

Mr. Gordon CHURCHILL (Minister of Trade and Commerce): The exports
for 1957-58 exceeded those for 1956-57 by 56 million bushels.

Mr. ARGUE: 46 million bushels were sold for credit or were assisted by
Some means or another and were not sold for cash at all, and it was straight
Cash on the others?

Mr. CuurcHILL: That is forward-looking government policy.

Mr. Arcgug: I am all for it, and I hope the minister raises his sights.

Although we have heard some members—not in my party—criticizing the
give-way program, I am all for the give-away program; and if you care to
Step it up, you will have my support and you will have the support of the
Producers who are producing the grain, because thereby you would reduce
the surplus that we now have.

Mr. CHURCHILL: We are very happy to do this and to support a constructive

Program.

Mr. ARcUE: That is why I have never felt it was a good idea for Canada
to g0 to the United States and complain about the give-away program. We
Would be far better off to support one of our own, and I am glad to see that
One is under way.

Mr. CHURCHILL: My complaint about the United States has been chiefly with
Tegard to their bartering of wheat for strategic materials to normally cash
Customers, They excluded us from sales a year ago to the extent of 40 million
e‘lshels by virtue of that practice, yet it was a very small proportion of their

Xports,

Mr. ARGUE: That is right. It was a very small proportion of their sales.

By Mr. Muir (Lisgar):
Q. I would like to ask the witness if the board feels that these gifts of
8rain have opened up potential future markets in Asia and in Asian countries?
0 you feel that we have a very much larger potential market for our grain as
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a result of this practice?—A. Oh yes. I think the assistance we have received
from the government, particularly with regard to the Colombo Plan countries,
has been of real benefit to us and has paved the way for developing further
business for Canada. And the same applies to Japan. The work we are doing,
in addition to the work that the Americans are doing for that country is
developing a market for our wheat and building for the future.

We are also very optimistic about the possibility of increasing our trade
with China to the same degree that it has ‘been possible to increase it with
Japan. I think one of the points in this discussion between the minister and
Mr. Argue which should not be overlooked, is that the movement of wheat
in international trade this year—this past year—is substantially below the
quantity which was moved in the previous year.

We are the only exporting country which did not have a substantial
decline in our exports, so I suggest that we should continue to strive for com-
mercial business averaging around 250 million bushels a year.

Because of our better quality crop last year, and the increased production
of low quality grain in Europe we were in a position to take advantage of
their requirements for quality grain. I am not minimizing the assistance we
received from the government. We found it to be very helpful. But there was
a bigger demand for quality wheat, and we had the quality to supply that
demand. That is the main thing we have to sell in competition with our
American brothers.

All producers will agree that what we need to maintain is quality in
order to keep our place in the world market and to get the business.

By Mr. Hicks:

Q. Is there any other country which produces the same quality of wheat
that Canada produces?—A. Argentina has some quality wheat; our friends to
the south, of course, in some of their wheat areas produce the same quality
of wheat, the bulk of which is used in the United States.

Russia has some wheat which compares favourably with Canadian wheat.
But we are the only major supplier of quality wheat.

By Mr. Forbes:

Q. When you estimate the quantity of wheat, do you take into consideration
the amount which is exported to the United States as seed wheat?—A. No-
Those figures do not include the movement of seed grain.

Q. Have you any idea how many bushels have been moved as seed to the
United States?

Mr. TRELEAVEN: We have no record of it in our operations.

The WITNESS: We issue the permit, but we do not get the final returns.

Mr. TRELEAVEN: That will be reflected in the final statistics published sub-
sequent to the end of the crop year.

By Mr. Forbes:

Q. You just issue the blank permit?—A. That is right, and we do not
follow it through to see what actual quantity goes to the United States under
that permit. But the Bureau of Statistics follows it through and when W€
get our final figures at the end of the crop year they will include all exports.

By Mr. Thomas: d
Q. It appears that if we can sell in export about 250 million bushels, a?
if we have a possible disappearance of around 160 million bushels, as “fas
discussed yesterday, it would seem that there would be around 410 million
bushels of total disappearance that we might look for. I would think it to
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a very optimistic forecast for a wheat growing nation. Would that be correct,
over a long term?—A. I would think that over the long term, the statistics will
bear this out—that Canada can look for normal business in the neighbourhood
of 250 million bushels. Of course, some years it might be above that figure and
Some years it might be below. But that is our long term, or postwar average.

We set our target again in this next crop year for 300 million bushels, and
we shall, I expect, be in a position to develop between 230 to 250 million
bushels in the regular commercial channels. We will have to have a substantial
assistance program to reach the 300 million bushel target. We will be up
against severe competition next year.

Our American friends have produced the second largest crop in their
history. But their exports were down this past year while ours were up. I think
We must anticipate keener competition from them during the coming year.

By Mr. Jorgenson:

Q. Have you any idea of the quality of the American crop?—A. We under-
stand that their winter wheat crop is of very low quality. We hope that our new
crop will be of high quality.

Q. Do you anticipate increased competition from Russia?—A. It is difficult
to say. We are inclined to think that some of the wheat which was taken from
Us this year found its way into some of the other European countries. But I am
confident that the Russians will live up to their agreement with Canada and
bPurchase another 400,000 tons from us this year under the terms of the trade
agreement. But I have no idea what their competitive position as importers
will be.

The CHAIRMAN: Any comments, gentlemen? If not we will go on to para-
8raph 2 of this item. Will we take this as read?

2. 1956-57 Pool Account—Oats

The following table shows the operating results of the 1956-57 Pool Account from August 1,
1956 to the closing date of the pool, May 9, 1958:

Bushels

L. Oats acquired by the Board:

(a) Producers’ deliveries, August 1, 1956 to July

L B R g T T 69,049,123.6
(b) Oats otherwise acquired®.................... 5,923.4
(¢) Purchased from 1955-56 Pool Account—Oats. . 10,523,170.3
Totdl oats acquIXed s vy < s sise s u ks = 79,578,217.3
(Value) (Value)
2. Cost 0f 08tS ACQUITEd. .. ... ovvveevinnneisunnaeans $49,386,443.04
3. Proceeds of sales—August 1, 1956 to May 9, 1958. . ... $52,190,454.71
Transferred to 1957-58%001 Account as at May 9, 19582, 1,625,600.00 53,816,054.71
4. Gross surplus as at May 9, 1958.............coooiiii 4,429,611.67
A i 0 May 9, 1958:
perating costs—August 1, 1956 to May 9,

(a) Carrying charges, including terminal storage.. 6,024,977 .94

(b) Interest and bank charges.................. 225,624.21

(e) Freight recovery on export oats............. (16,244.60)

(d) Drying charges.............. PR e 134.34

(e) Brokerage and Clearing Association charges... 16,395.50

(f) Administrative and general expenses......... 291,817.52 6,542,704.91

6. Deficit on operations of the Board on 1956-57 Pool

Account—OQats, as at May 9,1958............... $ 2,113,093.24

:E“"Chases from non-producers at the Board’s initial prices basis in store Fort William/Port Arthur.
Or details of transfer see Page 7.
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The CHAIRMAN: On paragraph 3. Shall we take it as read?

3. General Comment on the Marketing of Oats—1956-57 Pool Account

As shown in the operating statement on the preceding page the 1956-57
Oats Pool was closed with a deficit of $2,113,093.24. This operating deficit
resulted from a combination: of factors bearing upon the marketing of oats
during the period of the pool. =

The initial payment for oats for the crop year 1956-57 was established at 1
65 cents per bushel basis No. 2 Canada Western Oats in store Fort William/Port
Arthur. On June 13, 1957 the initial payment for the crop year 1957-58 was
established at 60 cents per bushel basis No. 2 Canada Western Oats in store
Fort William/Port Arthur. The 1956-57 pooling operation was on the basis
of the higher initial payment.

The 1955-56 Pool Account was closed on November 16, 1956, and with
minor exceptions selling operations applicable to the 1956-57 Pool Account
commenced on November 17, 1956. Within the next thirty days asking prices
for most grades of oats declined by about 5 cents per bushel, and by mid-March .
had declined another 5 cents per bushel. These reductions in the selling prices
for oats brought Board asking prices for No. 1 Feed Oats to a level of 661 cents
per bushel. During the balance of the selling period of the 1956-57 Pool
Account the Board asking prices for No. 1 Feed Oats varied slightly above or
slightly below 65 cents per bushel basis in store Fort William/Port Arthur. The
major part of Board selling from the 1956-57 Pool Account took place at this
level of prices basis No. 1 Feed Oats. The initial payment for this grade of
oats in the pool was 60 cents per bushel. Therefore, the margin between initial
payments to producers and Board selling prices for various grades of oats
was relatively narrow for the 1956-57 pooling operation.

On July 31, 1956 commercial supplies of oats amounted to 49.9 million
bushels which represented a substantial increase in carried-over stocks.
Producers delivered 69 million bushels to the 1956-57 Pool. These new
deliveries, along with the commercial carryover (principally western oats),
provided total supplies of 118.9 million bushels of oats available for the crop
year 1956-57. Of these oats, 54.0 million bushels were in commercial positions
on July 31, 1957. Therefore, utilization of oats within the crop year 1956-57
was 64.9 million bushels. Of this utilization, exports accounted for 18.3 million
bushels, and the balance was used for domestic purposes in Canada. About
the same level of utilization prevailed during the period August 1, 1957 to the
closing date of the pool on May 9, 1958. Throughout the period of the 1956-57
Oats Pool there was a continuous surplus of oats in commercial positions over
and beyond possible export and domestic demand. This fact continuously
affected the price structure for oats. !

The carrying of substantial stocks of oats in excess of domestic and &

i
i

export demand resulted in the 1956-57 Pool Account paying exceptionally
heavy carrying charges. Carrying charges applicable to the 1956-57 Pool
amounted to $6,024,977.94, or an average of 8.7256 cents per bushel on
producers’ marketings of 69,049,123.6 bushels. Comparable carrying charges
for the 1955-56 Pool were $2,792,556.80, or an average of 3.9118 cents per
bushel.

Other costs involved in the 1956-57 Oats Pool were interest and bank
charges, $225,624.21; brokerage and Clearing Association charges, $16,395.50;
drying charges, $134.34; and administrative and general expenses, $291,817.52
(or .4226 cent per bushel on producers’ deliveries of 69,049,123.6 bushels):
Freight recoveries on oats shipped to Pacific Coast ports for export amounte
to $16,244.60.

Total operating costs applicable to the 1956-57 Pool, including carrying
charges, amounted to $6,542,704.91, or 9.475 cents per bushel. Comparable k
operating costs, including carrying charges, for the 1955-56 Pool Account, weré
$3,123,846.85, or 4.375 cents per bushel.
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Thus, prices realized by the Board in the sale of oats from the 1956-57
Pool were not sufficiently above initial payment levels to compensate for the
sharp increase in operating costs applicable to the pool.

The following table shows monthly average Board quotations for No. 1
Feed Oats, along with high and low prices recorded each month from November
17, 1956 to May 9, 1958. All prices are basis in store Fort William/Port Arthur.

High Low Average
(cents per bushel)

N avember 1T-300A1066 /o 5 skt el el an s il lagi i 773 763 7%
BUBDNDETR o o a ki Re 7. s SEAC L e (i T SRR 763 711 73
B inary, 4957 8t O S R O e S S 74 713 73
OBFaArY - | og e S g e ik ek ke SRR NTEE RS 713 70 70
B G A N b S I e st e S R 70% 661 68
il N R S A S S TR e Seeact s oo 67% 65% 66

TR R LSRRV M T T e T RS e T S 67 65 664

B v e e S S e 661 643 653

BRSSO R e S S 66 65 653

T T S e O B ST S e SRR 653 651 653
T eToel o S et s U SRR 5 7 SRS O CRlo SN L R 68 653 67
el o7 g T b e Sl e Sl ST e m iy N b R 663 65 65
Oamibers itl, Slelott e 5l el R AR SR Sl L 663 661 66
SSTEIaT] vt g AT Y SRS o vt ol G RS e T IS TS A S R 663 66% 66
Bnuary ORI U s S e I E T S 67% 65% 66
BbEhary i L e e e S e L TN e T 67 66 66
o) PRI g Gk G PRl e Soe L PSS RSy 0 ) e 8o 66% 65 65
BRSPS ST el ek s e 65% 63% 64
ol el S e B It R I S e B R 65 645 64

The following table shows Board purchases and net sales of oats, by months, and stocks of
Oats held by the Board at the end of each month for the account of the 1956-57 Pool:

Purchases Sales Unsold Stocks
(bushels)

Rt 1056, 1 n e i 1,768,993.7 8,218.7 1,760,775.0
et Bmber s e e 7,671,398.9 35,245.6 9,396,928.3
AT IR R S e R S 14,281,170.8 2,276,774.1 21,401,325.0
By i niherss oty v e 15,806,400.6 6,176,740.6 31,030,985.0
D R S e T NS e 2.738,612.9 247,799.3 33.521,798.6
SBNATY, TO67. . v oo by e b s 2.,890,923.6 2,751,389.2 33.661,333.0
S S 2,341,880.8 273.379.9 35,729,833.9
R T RS s S N 2,987,099.2 863.011.9 37,853,921.2
BSGE re o e e e S 2,870,584.6 2,941,007.3 37,783 ,498.5
AN Y A S 4,441,637.7 4,803,801.2 37,421,335.0
o SRS R S S Pl | SRE 6,753,817.9 5,543,147.5 38,632,005 4
B e e e e e 15,025,606.6  11,840,868.2 41,816,833.8
L e e S TR e 4 5,013,583.8 36.803,250.0
B b abiy LS T R TR gt 4.080,903.7 31,822 3463
GUARER - oo e Bt BRI TR = 3,544,629 .4 28.277.716.9
LT e R S SATGET R B o 7,692,508.7 20,585,208.2
B it e e e 5,382,522.7 15,202,685.5
SRty 1058 el Sl v sl 0 s =3 590,316.8 14,612,368.7
A e G R R R D o 1,669,957.0 12,942 411.7
BRI e 6,495,124.3 6,447,987 .4
ﬁfrﬂ ............................... = 3,850,287.4 2,597,000.0

BRI Uil e e T R el — 2,597,000.0? ==

79,578,217.3  79,578,217.3 L

DIncludes 10,523,170.3 bushels of cash grain purchased from 1955-56 Pool Account and
€ sale of 4,998,000.0 bushels futures to the 1955-56 Pool Account.
@Includes 2,540,000.0 bushels of cash grain sold to the 1957-58 Pool Account.
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As shown by the above table Board sales of oats were relatively
small during the August-March period of 1956-57, reflecting sales in the first
three and one-half months of the crop year which were credited to the 1955-56
Pool Account and a very light demand for oats during the winter months.
Commencing in April, 1957 the demand for oats improved and substantial
sales were effected by July 31, 1957. During the first half of 1957-58 a steady
reduction was made in the quantity of unsold oats in the 1956-57 Pool. An
improved level of sales in March K and April enabled the pool to be closed
as at May 9, 1958 with a relatively small transfer to the 1957-58 Pool. As
previously indicated, a substantial volume of unsold oats was carried for the
account of the 1956-57 Pool over the greater part of the life of the pool, with
a consequent increase in carrying charges.

Of total sales of 79,578,217.3 bushels, 62,748,000 bushels were sold in the
futures market.

Since the 1956-57 Pool was closed with a deficit, final prices realized by
producers were the initial payments received at the time of delivery. Initial
payments in 1956-57 for the principal grades of oats were:

Cents per bushel

Mo ZaCanada AWesterhian v - o £ B Laan el et 8 i el 65
BExtra: No:.3 Canada Westorn . 5. o i aibs add 25 bias st a % 62
Noi 3iCanada Westelh s LIt s T e e b 62
Jextia o deetl Nt R TR e, e, el 62
No odteed M hr NAEn o 200 15 el e e i SRR U e 60
T bade A Y206 I B s A P T Sl SO B e S N O R 59
Np:=: & Fdedh ilbnit o ong P ip s iideuis J0 it s o Slisap Srias ) Mot 2 48

The CHAIRMAN: Over to page 11, Receipts and Disposition—Barley. Shall
we take that as read?

1. Receipts and Disposition—1956-57
Pool Account—Barley

RECEIPTS

Receipts of barley in the 1956-57 Pool were 135,278,075.4 bushels. This
total included 120,571,573.2 bushels delivered by producers between August
1, 1956 and July 31, 1957; an additional 13,372.6 bushels received from other
than producers; and 14,693,129.6 bushels transferred from the 1955-56 Pool
to the 1956-57 Pool as at November <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>