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THE WHEAT SITUATION

A Regular General Meeting of the Winnipeg (irain

Exchange was held in the Board Room on Wednesday,
August 20, 1919, at 2 o'clock in the afternoon. John

E. Botterell. Vice-President, in the Chair. Tl jetiner

was called for the purpose of hearing the re xt of the

Secretary, Dr. R. Magill, on his trip overseas taken on tho

instructions of the Exchange in February last. The report

was as follows

:

Your instructions to your delegates were clear. There
was no anil)iguity about them. You wanted an open mar-
ket for the coming year. By that you meant an open

cash market and an open market for trading for futuro

delivery. In that sense I understood your instructions,

ana it was because I understood your instructions in that

sense that I was willing to go.

1 was one of those who believed then (and I still be-

lieve it) that the soon( r we could get back to commercial
methods in handling our business, the better it would be

for our country, ourselves and everybody concerned.

I went ahead, and was followed at a later date by your
President, Mr. F. J. Anderson, and Mr. A. P. Stuart, of

Montreal, who had the same instructions. At that time

the Canadian ministers were not in London. They were
at the Peace Conference in Paris. The High Commissioner
for Canada and Dr. Robertson and Mr. Harris of the War
Trade Mission were the only officials for Canada in Lon-
don. I went to the High Commissioner. He said it was
not in his hands to negotiate with the Imperial authorities.

I then went to Dr. Robertson. Dr. Robertson saw me
every day for about two hours a day for a considerable

number of days. He discussed the whole business of

handling wheat. He got our point of view as thoroughly

5s/c<?«.



as I could put it; and then he told me that if he could get

the authority from the Canadian Government he would

take it up with the Imperial authorities, but that his m-

structions limited him to last year's crop. Therefore, the

fir; t thing 1 set myself to do was to get authority for Dr.

Robertson to take up the matter with the Imperial au-

thorities. Then Messrs. Anderson and Stuart arrived,

and the three of us went to the High Commissioner again.

The three of us interviewed Dr. Robertson day after day,

and we saw the War Trade Mission day after day, and we

put up the same case, and we made the same request that

Dr. Robertson should get authority from the Canadian

Government to take up the matter of handling the new-

crop and formally appealed to the High Commissioner for

Canada to cable to Ottawa for instructions to authorize

him to take up the matter with the Imperial authorities.

Now, ail this time what about the Canadian minis

ters? They were very busy in Paris. I had written to

the Minister of Trade and Commerce, Sir George Foster,

Baying that I was in London, and that my colleagues were

coming, and that we would like to see him about the

handling of the grain crop.

He replied that he would see us, but could make no

appointment then. When your President and Mr. Stuart

wer^ T , ,^don along with me. Sir Robert Borden ap-

pea don on his way to Canada. He gave us half

an .» ' - the three of us put our case before him. Sir

George x'oster also came to London, and he gave us an

interview at Claridge's Hotel and at the War Trade Mis-

sion offices. Sir George went back to Paris. His plans

were to stay there while the Peace Conference was in

session. At the end of our interview with him he sug-

gested that I stay on, and that he would take it up again-,

i'.nd he said that it might be advisable for me to go to

Paris. He went to Paris, and the next thing that hap-

pened was, cablegrams came announcing that his wife,

vady Foster, was dangerously ill. He left Paris and

went to Ottawa. After that interview with him at which



Mr. Stuart of Montreal. y<-ii- President an.l myself were

present, I never s:iw him atjain. 1 have not seen him

since, nor hav«' 1 written to him or wired him. The Can-

adian ministers were, therefore, eliminated, but the Can-

adian Covernnient iustriicted the llijrh Commissioner and

Dr. Ilohertson to take the matter up with the British

authorities, and they did .so. They had an interview with

the Floyal Wheat ( ommission on June l:>th. 1 want to

speak of that intei-view for a moment. There were pres-

ent on behalf of the government of Canada Sir Georpr;.'

Perley and his Secretary Mr. Griffith, and Dr. Roberts .n,

and on tlie other hand the Royul Wheat Commission. I

was not there, as I was not asked to be there. 1 had no

right to be there. I was not an official of the Govern-

ment and did not eNpiel to Ijc there. That interview was

')n June i:Uh. What happened? Mr. Griff^h sent me -i

letter stating what hajipened. I will read it to you. This

letter contains the pi-oposals of the Royal Wheat Com-

mission to Sir George Perley, the High Commissioner for

Canada. The letter is dated London. June 19, 1919.

"Dear Dr. Magill : Following the conference with

"the Wheat Commission a letter has l)een received from

"the Secretary stating that it is impossible at present to

"outline any specific buying policy, partly owing to the

"crop situation in l)oth consuming and producing coun-

"tries still being subject to large variations, and partly

"because it is not yet known how far the responsibility

"of the Royal Commission may extend in making pur-

"chases on behalf of the Allies. The Royal Corimission,

"therefore, is unable to state what proportion of the new

'Dominion crop it will desire to buy, but as the Commis-

"sion is alive to the fact that the Wheat Export Company
"was necessarily a hindrance to the normal conduct of the

"export trade during the war, and they desire to revive

"the activity of comnir ial enterprise, they propose to

"liquidate the Wheat hxport Company (Winnipeg) as a

"trading concern so that complete freedom may be re-

"stored to the Dominion grain trade to sell its produce in
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"the simplest manner without tostriction of destination

"during the ensuinjr year.

"It is added that the Coniniisaion. as at present ad-

"vised. will probably make its purchases on an F.O.B.

"1 asis as and when stocks are wanted, and it will probably

"prove advisable to establish an of ftre at the Canadian sea-

"l)oard to ensure promptness in the correspondence which

"mu'it take place between London and Canada. The Com-

"misaion believes that an early announcement that the

"Wheat Export Company (Winnipeg) will cease to oper-

"ato and thai trade will be able to resume some normal

•'courses, will remove the element of uncertainty which we
' deprecated. Yours faithfully, W. N. Griffith."

That is from the High Commissioner's office. What

•;oes it mean? It means that the Royal Wheat Commis-

sion on behalf of the British Government undertook to

•.)uy our crop from the Canadian Grain Trade at the At-

lantic seaboard f.o.b. I think the reason that they want-

ed to buy it at ine t;eaboard was that they are still con-

trolling the shipping. Not only are they controlling the

amount of toi'.nage available for grain, but they also con-

trol the unloading of it. Let me point out that if one of

our Canadian exporters chartered a boat for Glasgow, and

if they ordered it unloaded at Plymouth, he would be uj)

against it. So they said in substance: "We will buy your

"wheat for the next twelve months at the seaboard. We
"will buy it in quantities as we need it. As we need it we

"will furnish the ships and pay for it f.o.b. We will not

"interfere with your selling to neutral cou tries—sell to

"them on a commercial basis." These neutral countries

have their own tonnage and they are wealthy. They have

money to pay for wheat without credits, and Germany is

said to be buying through them. That was the proi 5al

of the Commission—that we should sell to neutral and

.lemy countries direct a? 1 to the Royal Wheat Commis-

sion at the Canadian seaLjard f.o.b. As to France ani

Italy, their view was this—they preferred that France

and Italy should make their own arrangements for pur-



1'lia.sinir our wheat, luit they did not know whether that
would he «l()iu' under tlie Supremo Council of the Allied
(Jovernnients or not.

W hen 1 s:ot that letter I believed that our work was
well done. 1 believed that we had an e.xport outlet for
our lifty or .sixty million l)ushels of wheat. I believed
Kuroi)e would need it. I i)elieved that no other country
would have any con.«iderable ([uantity of hard sprinjr
wheat to export, and that the Canadian jrrain trade would
have no difficulty in .'^ellinK tlie wlieat. I have thi.s to say
about it al.so—-the Uoyal Wheat Comniis.sion made preat
c..-Mv.sioiis to us. 'Itiey want('<l our trade to jret back to
more normal condition.s and t' n, imercial method.s. They
met us more than half way. Thty prave us everything we
had a ri'iht to asii for. .Mr. J. Stewart has i)een their
1- ;itv.-eiitative here for three or four year.s, and the fact
tliui, they knew he was in favor of the open market was.
I am certain, one of the reasons why they made these
s|;leiidid concessions to us.

What al)out the Canadian Covernment? That inter-
view took place on June l:Uh. On June 18th, five days
later, the Acting Miniitor of Trade and Commerce called
a conference in Ottaw a. The (Jovernment of Canada then
knew of these proposals; they knew that there would i)e

an export outlet prov.«led. On July 7th the Government
of Canada through the Actinjr Minister of Trade and
Commerce announced that the markets would be opened.
The Conference bcRan on June 18th. and on June 21st Sir
C.eorse Fo.ster reached Ottawa. Sir Ceoi-jre was there
two weeks iiefore the Covernment's policy was announced.
The marl:tt was opened on the 21st July. Sir (Jeorge
Foster was there a month before the market was opened.
It has been rumored that Sir Ceorge Foster came over to
kill the market. There is not a shadow of evidence for
that. In my experience I never knew a case where a very
vital problem like that of the Canadian grain trade was
decided '>}• one minister. The whole Co\ ernment decided
to open the market, and the whole Government at a hiter
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dale decided to close the market. One man cannot be

credited with openinff it and one man cannot I discredited

with closing it. Sir Georjce Foster was in Ottawa a

month before the n'arket was opened. He never intimat-

ed to me that he had any hostility to the open market. He
no>er suggested that to the delegates when we met hinu

1 believe that when the market was opened he was as

much in favor of it as any minister in Ottawa- but ' lon't

know ; I have never seen him since that intervie\. May.
and I have never written to him or communica* witli

him one way or another.

After I received that letter from the High Commission-
er's office, I went to a shipping office and asked about the

possibility of getting back t Canada. I was told that

thousands were on the wai ng list and that I could not

get l)ack for two months. I to<jk the opportunity of hav-

ing an operation performed, and on recovering I went t -

Mr. Harris' office. He told me he had been at the con-

ference in Ottawa, that he knew all that had gone on, and
had talked with grain men, and that he came back to

London l)€lieving that it was his duty to sell Canadian
wheat to England and to neutral countries. Mark you,

after the market had been opened, Mr. Harris, Chairman
of the War Trade Mission, believed it was his duty to se

Canadian wheat to England and to neutral countries. I.

als(> told me that a cablegram had been sent by Si • ilober

.

Borden to Mr. Arthur Sifton, telling him ain«.'v other
things to sell fifty to seventy-five mill-on busht' nf our
wheat. That puzzled me. How coui \ e have an open
market if the Government sold .')0 to 7h .nillion bushel.s'' I

thought something was wrong. 1 sent the following cable-

gram from London on July 27, 1911), to your President,

wUen I got all the information: "Puzzled. Harris believes

"first, "autliorized sell here and neutrals; second, Winni-
peg trade approve ; third, trade satisfied with last year's

"plan including Commission forwarding sealward ; fourth,

"opening market advertisement Canada has guain sell;

"fifth, wanted Stewart, Lambert come here help sale.



"Borden cabled Sifton sell fifty to seventy-five million
"bushels here. Harris trying effect sale. This is incon-
"sistant with your cables. Suggest you cable Harris
"direct detail re open market, proposed sale and how pro-
"tect trade if sale affected including seaboard delivery
"and commission to Winnipeg and Montreal shippers.
"Robertson recommended conference Sup»-eme Council.
"French want continuation last year's plan; trade here
"favoring control. Maclean at Ritz. Under these condi-
"tions find 1 can do little; fear trade will be injured ; look-
"ing for berth back, release cable immediately and say
"whether open market succeeding."

I am not going to advertise myself, because your
Pi-esident and Mr. Stuart took a great hand in it, but I

say this, that if ever delegates of this Exchange got what
they were sent to get, we got it.

Why was the market closed ? I don't know. I want
to tell you this, however: Up to the time I left, and I

got my berth and left immediately, so far as I know the
Royal Wheat Commission had not changed its plans. What
about the British Government? I was told on the highest
authority that the question of wheat for the United
Kingdom was to be considered by the Britioh Cabinet on
the 5th or 6th August—that is after the market had been
closed. They never discussed it until this market was
closed. I don't believe the market was closed because of
credits. Neutrals need no credit, and if the British Gov-
ernment needs credit for buying, it needs the credit
whether we sell through the trade or through a Board.
I don't believe the closing of the market can.e from the
British side. I may be wrong of course. We have
speculated about the question why the market was closed.
Was it the high price v Was it because cash wheat in
Minneapolis was climbing up? You know how we have
been teaching the people to believe that if wheat went up
all other prices went up. You know that in 1913 wheat
was about 80 cents, and you know that while the price of
wheat was there the price of living was going up. It is a

&



-.latter of history that a falling: price of wheat has been

the cost of living, and it is
accom])anie(i by an increase in

a 111

veri

which each of you can
utter of personal experience

element in the cost or

inch flour does any one person eat anyway?

;pend more money on cigars

fv that bread forms a tri

Hi.living. How nn

I suDpcre you individually

than you do on broad.

Every government in the wor!' is frightened today

about the cost of living, and every government believes

that it is surrounded by revolutionary influencss.

They may have believed that our wheat was going to

i?2.50 or $:}.00, and they may have believed that would

bring the labor people and consumers in crowds to Ottawa.

or \vorf.\

You mav have heard of the Liverpool riots. I came

through Liverpool on Sunday. On Saturday night the

crowd" raided some of the best stores in Livei-pool. One

gang knocked in the windows of the best stores and an-

otlier gang handed out the contents. They appeared to

favor three classes ."f stores—jeweilers. clothing and

hoots. Th?v handed the stuff out and divided it up on

the .spot. I saw what I never believed I should live to see

—I saw a British cruiser and a destroyer moored in the

Mersev to protect the Liverpool docks and wharves, and

there were said to be fifty-three steamers which could not

be moved, not counting our own.

Wha<: ir the situation over there? One can describe

it in a few \\ords. For a long time the people were told

that thpy won. i get back from Germany and Austria a

great part, if not the whole, of their war expenditure by

way of indemnity, and they were told that they would get

back the money which they had loaned to Russia. Now

the hope of getting a large indemnity is fading, and as

the British troops leave Russia and the revolutionaries

win. the hope of getting back their nioney from Russia is

also fadivig. Meantime the Government expenditure is

enormous. First of all, Britain has a national debt today

of somewhere over 8,000 million pounds sterling—an ap-
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palling amount. Second. Britain still has an enormous

military expenditure. The British Government mcreased

the pay of the soldiers and sailors ; they have large mih-

tary forces on the Rhine; they had armies in Russia and

Messopotamia; they had an expensive programme for ai.;

ileets and their pension scheme meant an expenditure o.

ninety-six million pounds sterling. Third, after the wai-

l)roke out the British Government adopted a policy of sub-

sidizing, and the subsidies paid have run into enormous

ligures The railways were not paying, so the Govern-

ment subsidized them. The canals were not paying, so

the Government subsidized them. The telephone system

was not paving, so the Government subsidized it. They

subsidized the farmers for growing wheat and the millers

for cheap flour. They subsidized the coal miners
;
they

subsidized the unemployed munition workers. Fourth, in

addition to paying the ordinary expenditure the Govern-

ment has entered upon an advanced programme of ley illa-

tion which also called for considerable sums of money.

The net resuit is that the British Government is spendin-

about four million pounds sterling a day in comparison

with less than half a million pounds a day in 1913. And

the Government has now to raise each year a larger sum

of n^oney than the whole of the national debt of the

United Kingdom in 1913.

What is the other side of the story It is this in a

word, that their exports are crippled. They cannot or will

not get the output, and in many lines they can no longer

con-.pete in cost of production with countries like the

United States and Japan. This crippling of their exports

is the worst feature of the picture, and the finishing

touch is this, that they have flooded the country with

paper money and that the people are spending it with an

extravagance not excseded in New York or Chicago. What

is the result? It is this from a financial point of view,

that revolution has reached England. It is not waiting to

get there ; it is there, and the only question is how it will

tMid. Men who subscribed to the war loans—manufac-
id



turers, merchants, etc.-are talking about S\vmg back

their bonds as a fiee gift to the country. That itself is an

indication of the seriousness of the financial condition.

Better than that, however, is this-they are trymg to re-

vive the ancient spirit of their people. Now that they

know thev may get very little indemnity, and now that

thev know how difficult it will be to get anything from

raissia. they are falling back upon the re.source that

promises most-they are appealing to the old dogged Brit-

ish spirit of sitting tight, living cheap and working hard-

the spirit that has not failed them in a thousand years ot

history. Let us hope that they will win.

Now this gene-al condition affects the question of the

buying of wheat. They want wheat and they want it

cheap Can vou blame them ? Thnre are many amongst

them, especially amongst their labor people and then-

consumers, who believe that Government buying is

cheaper than commercial buying because, as they say. it

eliminates competitive buying, ^hese demand that the

Government shall continue to buy the wheat through one

agent in order to keep the price of wh^at down, and they

are also advocating that the Allied Governments should

buy their wheat through one agency in order to eliminato

competition between the importing countries and thus se-

cure their wheat at the lowest possible price. The British

want to buv their wheat at a price that will enable them

to sell the "four-pound loaf at ninepence. because this

would save them a subsidy of from 50 to 80 million pounds

sterling.

I do not believe that Government buying is as cheap

as commercial buying. I believe that Government buying

in Britain would result in straining the relationship be-

tween Britain and Canada, and I believe that if the im-

porting countries combined to buy wheat cheap the inevit-

able result would be a counter-combination between Can-

ada and the United States to sell it as high as possible.

At all events, national and inter-allied buying would be a

serious matter for Canada. Further, there is a difficulty
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over there just as there is one over here, because through

the press we have been teaching the public wrong notions

about the i-creased cost of living. In the main we have

attributed the increased cost of living; to profiteering

while the fact is that profiteering has very little to do with

it If you increase your paper money to a huge degree,

and if at the same time you curtail your exports and your

production of those things that people need, and if at the

same time you have an extravagant public and private

expenditure, the cost of living is bound to be increased

tven though profiteering were abolished. It is not proti-

teering that has incroasad the general price level, however

it mav affect some particular articles. But the public gen-

erally, and the working man in particular, have been

taught differently. So now as the result we are going to

see attempts made to reduce the cost of living that very

largely ignore the real causes of higher prices, and we

may expect attacks ma^ upon most of our commercial

methods and institutions, including, no doubt, grain ex-

changes and grain firms, while all the time very little

attention may be pai/i to the real causes of the trouble,
^

Why did the Canadian Government close the market?

All that I have seen on the matter is what has appeared

in the public press and the letter from the Minister ot

Trade and Commerce to the President of the Exchange

with which you are doubtless familiar. Perhaps some

day we may know what the real reasons were. Meantime

we can only speculate about it. It is a hard blow to the

grain trade, all the harder because it comes under such

difficult conditions. There are troubled times ahead of

the grain trade. On the other hand, the Order-in-Council

constituting the new Board authorizes the Board to

utilize the trade during the year and to pay the trade for

their services. We can only, therefore, wait and hope

that the conditions will be such as to enable our members

to survive for the year and look forward to the resump-

tion of normal commercial methods next year.
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