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ORDERS OF REFERENCE

House oF COMMONS
TUESDAY, February 16, 1960.

Resolved,—That the following Members do compose the Standing Com-

mittee on Agriculture and Colonization:

Messrs.

Argue, Godin, Nasserden,
Badanai, Gundlock, Noble,
Barrington, Hales, O’Leary,
Best, Hardie, Pascoe,
Boivin, Henderson, Peters,
Boulanger, Hicks, Phillips,
Brassard (Lapointe), Horner (Acadia), Racine,
Brunsden, Horner (Jasper-Edson), Rapp,
Cadieu, Howe, Régnier,
Campbell (Lambton- Jorgenson, Ricard,

Kent), Kindt, Rompré,
Casselman (Mrs.), Knowles, Rynard,
Cooper, Korchinski, Smallwood,
Doucett, Lahaye, Smith (Lincoln),
Dubois, Leduc, Southam,
Dupuis, Létourneau, Stanton,
Fane, McBain, Tardif,
Fleming (Okanagan- MecIntosh, Thomas,

Revelstoke), Michaud, Tucker,
Forbes, Milligan, Villeneuve—=60.
Forgie, Muir (Lisgar),

(Quorum 20)

Ordered,—That the said Committee 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.

FrinAy, February 19, 1960.

5 Ordered,—That the name of Mr. Belzile be substituted for that of Mr. Flem-
ing (Okanagan-Revelstoke) on the Standing Committee on Agriculture.

TuEspAY, March 29, 1960.

Ordered,—That the Standing Committee on Agriculture and Colonization
be empowered to examine and enquire into the delivery of grain by producers
to feed mills operating in the designated area as defined by the Canadian Wheat
Board Act, and to report to the House observations and proposals thereon.

3
22631-6—13



MonpAy, February 29, 1960.

Ordered,—That the Standing Committee on Agriculture and Colonization
be empowered to print, from day to day, such papers and evidence as may be
ordered by it, and that Standing Order 66 be suspended in relation thereto;
that the quorum of the said Committee be reduced from 20 to 15 Members,
and that Standing Order 65(1) (f) be suspended in relation thereto; and that
the said Committee be granted leave to sit while the House is sitting.

Attest -

LEON-J. RAYMOND,
Clerk of the House.




REPORT TO THE HOUSE

THURSDAY, February 25, 1960.

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

FIRST REPORT

Your Committee recommends:

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

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

3. That it be granted leave to sit while the House is sitting.
Respectfully submitted.

HAYDEN STANTON,
Chairman.
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MINUTES OF PROCEEDINGS

THURSDAY, February 25, 1960.
(1)

The Standing Committee on Agriculture and Colonization met at 10.10
a.m. this day for organization purposes.

Members present: Messrs. Belzile, Boulanger, Cadieu, Campbell (Lambton-
Kent), Cooper, Forbes, Godin, Hales, Hicks, Fane, Jorgenson, Knowles,
Korchinski, Lahaye, McIntosh, Michaud, Milligan, O’Leary, Pascoe, Racine,
Rapp, Smallwood, Stanton, Tardif, Thomas and Tucker—(26).

On motion of Mr. Knowles, seconded by Mr. Tucker, Mr. Stanton was
elected Chairman.

Mr. Stanton, upon taking the chair, thanked the members of the Committee

for the honour conferred on him and asked for the co-operation of all members
in the work of the Committee.

The reading of the Orders of Reference was dispensed with.

On motion of Mr. Fane, seconded by Mr. Rapp, Mr. Jorgenson was elected
Vice-Chairman.

On motion of Mr. Thomas, seconded by Mr. Forbes,

Resolved—That permission be sought to print such papers and evidence
as may be ordered by the Committee.

Moved by Mr. Cooper, seconded by Mr. Thomas, that the Committee seek
permission to reduce its quorum from 20 to 15 members. Motion carried.

Moved by Mr. Forbes, seconded by Mr. Hales, that the Committee request
permission to sit while the House is sitting.

After discussion, the motion was approved on the following division:
YEAS, 18; NAYS, 6.

On motion of Mr. O’Leary, seconded by Mr. Jorgenson,

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

At 10.33 a.m. the Committee adjourned to the call of the Chair.

MonpaY, May 2, 1960.
(2)

The Standing Committee on Agriculture and Colonization met at 9.40
this morning, Mr. Stanton, the Chairman, presiding.

Members present: Messrs. Argue, Badanai, Brunsden, Cooper, Doucett,
Fane, Forbes, Forgie, Gundlock, Henderson, Hicks, Horner (Acadia), Jorgenson,

Kindt, Knowles, Korchinski, McIntosh, Nasserden, Pascoe, Phillips, Rapp,
Regnier and Stanton—(23).

In attendance: From Canadian Wheat Board: Mr. A. McNamara, Chief
Commissioner; Mr. W. Riddel, Assistant Chief Commissioner and Mr. H.
Monk, Q.C., Legal Adviser. From Board of Grain Commissioners: Mr. Roy
Milner, Chief Commissioner, and Mr. W. J. MacLeod, Secretary.

7



The Chairman announced that the sub-committee on agenda and procedure
consists of Messrs. Boulanger, Forgie, Horner (Jasper-Edson), Jorgenson,
Letourneau, Peters and Stanton.

Moved by Mr. Horner (Acadia), seconded by Mr. Knowles,

Agreed—That the Committee print 750 copies in English and 250 copies
in French of its minutes of proceedings and evidence.

The Canadian Wheat Board officials were called before the Committee and
introduced. Mr. McNarama read a statement regarding the views of the Cana-
dian Wheat Board on the Committee’s Order of Reference.

The Committee asked for copies of this statement for each member and
the copies were promised for the afternoon meeting.

Distributed to the members of the Committee were two memoranda:
(1) Comments on Delivery Quota Policy;

(2) Wheat Board Regulation of Deliveries to Feed Mills; and copies of
office consolidation of the Canadian Wheat Board Act supplied by the Canadian
Wheat Board.

The officials of the Wheat Board were then questioned by the Committee
on the regulations regarding deliveries to feed mills.

The Committee adjourned at 11.30 a.m. until 3.30 p.m. this day.

AFTERNOON SITTING
(3)

The Committee reconvened at 3.40 with Mr. Stanton, the Chairman,
presiding.

Members present: Mrs. Casselman and Messrs. Argue, Brunsden, Cadieu,
Cooper, Doucett, Fane, Forbes, Forgie, Hicks, Horner (Acadia), Jorgenson,
Kindt, Knowles, Korchinski, Lahaye, McIntosh, Nasserden, Pascoe, Peters, Rapp,
Regnier, and Stanton —(23). .

In attendance: Same as at morning sitting.

Questioning of the officials of the Canadian Wheat Board was continued.
Distributed to the members were memoranda:

(1) The Canadian Wheat Board Instructions to the Trade No. 4.

(2) The Canadian Wheat Board Instructions to the Trade No. 51 regarding
Custom Grinding of Grain for Feed and Exchange of Grain for Prepared Feeds.

The questioning of the Canadian Wheat Board was concluded. The officials

were thanked by the Committee and agreed to make a further appearance
if desired.

Mr. Roy Milner and Mr. W. J. MacLeod were then called.

The officials of the Board of Grain Commissioners were questioned by the
Committee on the Order of Reference.

The Committee also concluded its questioning of the Board of Grain Com-
missioners and the officials were thanked by the Committee.

The Committee adjourned at 5.15 p.m. until Friday, May 6th at 9.30 a.m.

Clyde Lyons,
Clerk of the Committee.
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EVIDENCE

MonpAY, May 2, 1960.
9.30 a.m.

The CHAIRMAN: Gentlemen, you will please come to order. We have a
quorum now. .

Your steering committee is composed of the following members: Messrs.
Boulanger, Forgie, Horner (Jasper-Edson), Jorgenson, Letourneau, Peters,
and your chairman. !

We need a motion now concerning the printing of our proceedlpgs
in French and English. Last year there were 750 copies printed in English,
and 250 in French.

Mr. HOrRNER (Acadia): I so move.
Mr. KNowLES: I second the motion.

The CHAIRMAN: It has been moved by Mr. Horner and seconded by Mr.
Knowles that 750 copies of our proceedings be printed in English, and 250
in French.

Gentlemen, your steering committee has worked out a tentative sqhed}lle
of meetings with the various bodies who are interested in grain deliveries.
Our meetings will be held every Monday and Friday until our business is
completed.

I would ask the members of the committee to confine themselves to the
questioning of the witnesses after they have made their statements or presented
their briefs.

At the conclusion of the presentations we will have as many meetings
as are necessary to allow the members of the committee to present their
views.

Today we have with us the Canadian wheat board and the board of
grain commissioners for Canada.

I shall call first on the Canadian wheat board and on Mr. McNamara,
chief commissioner of that board. Mr. McNamara.

Mr. W. C. McNAMARA (Chief Commissioner, Canadian Wheat Board):
Good morning, gentlemen: Mr. Chairman, on this occasion the standing com-
mittee on agriculture and colonization is exploring the position of feed mills
insofar as these plants are within the jurisdiction of the Canadian Wheat
Board Act. :

At the outset I want to say that members and officers of the Canadian
wheat board will do everything possible to facilitate the work of the Committee,
and will impartially endeavour to lay before the committee relevant facts.

The subject of your inquiry is one of considerable importance, involving
as it does the responsibilities of the board under the Canadian Wheat Board
Act, the relationship of the board to feed plants operating within the desig-
nated area and, of course, the interests of producers in the marketing of their
wheat, oats and barley.

In 1947 the Canadian Wheat Board Act was amended. As a result
of these amendments, the board was empowered to regulate deliveries of
wheat, oats, barley, rye and flaxseed into elevators and railway cars. The
definition of the term “elevator” as used in the act was broadened to in-
clude not only grain elevators but mills that had been declared to be works
for the general advantage of Canada. A declaration over and above the one
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contained in the Canada Grain Act was added to the Canadian Wheat Board
Act to include each and every one of the grain elevators or mills mentioned
or described in the schedule to that act.

In 1950, section 39 of the Canadian Wheat Board Act was amended.
Section 39 (now section 45) was re-framed to include as works for the general
advantage of Canada, all flour mills, feed mills and seed-cleaning mills whether
heretofore constructed or hereafter constructed. The schedule referred to in
that section was amended and listed flour mills, feed plants and seed-cleaning
plants in Manitoba, Saskatchewan and Alberta. As a result, the board was
empowered to control the deliveries of grain into the principal facilities
available for that purpose.

Members of the committee have before them copies of the Canadian Wheat

" Board Act, and I would like to call attention to section 45, to which I have
referred, and to the attached schedule which lists flour mills, seed-cleaning
mills, feed mills and feed warehouses as works for the general advantage of
Canada. '

I have outlined briefly the powers conferred upon the board by Parliament
to regulate deliveries of grain and flaxseed. You will, of course, wish me to
relate these powers to the operation which the board carries on under the
Canadian Wheat Board Act. The board is incorporated with the object of
marketing in an orderly manner in interprovincial and export trade, grain
grown in Canada and by the statute and the regulations is instructed to under-
take the marketing of wheat, oats and barley produced in the designated area
in interprovincial and export trade.

Orderly marketing is achieved by the quota regulations established under
the act. These enable the board to ration delivery opportunities equitably
among producers and thus the produce of the crop is divided on the same
equitable basis. The board also uses these controls to regulate the intake of
grain into all channels of the marketing system including grains which the
board does not purchase so that currently marketable grains can be received
when needed and moved forward for sale and grain for which there is no present
market can be kept out of the system.

In the view of our board the essential feature of the marketing scheme
established by the statute is the equitable rationing of delivery opportunities
and the ensuring that, as far as possible, all producers will get the same basic
price at the same time for like, kind, grade and quantity of grain. Equal
delivery opportunity is a basic feature of the scheme. In their application to
feed mills the controls are used to equalize delivery opportunity and to protect
the board’s marketing.

If a producer may sell a portion of his crop to a mill for flour, feed or
seed, outside of his quota, he would then be able to deliver to the other channels
of the marketing system grain up to the amount of his quota and thus achieve
an advantage over less fortunate producers who were not able to get their
grains into the local flour, feed and seed outlets.

It must also be kept 'in mind that, while the board is bound to market
for producers certain grains in interprovincial and export trade, it is itself a
prospective seller to all in the milling trades and the board, in some instances,
may find itself in competition with grain offered to feed or flour millers by
producers.

Experience has shown that if mills are allowed to buy outside of the quota,
usually they purchase grain which is in excess of a producer’s quota from
producers at prices less than the board would sell equivalent grain to them
and to this extent the marketing opportunities of the board are impaired. This
operation has the result that the mill in question is enabled by this procedure
to compete with millers who have purchased board grain at board prices with
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AGRICULTURE AND COLONIZATION 11

products manufactured from grain, purchased directly from producers at a
lower price than that paid by board customers and this also adversely affects
board marketing.

Under the act the board operates annual pools on behalf of pFoducers 'in
the designated area. The principle of pooling means that commercial supplies
of wheat, oats and barley are delivered to the board, sold by the board, and all

. surpluses (after allowing for board operating costs) are returned to the pro-

ducers. This is basically the principle and procedure involved in the Canadian
Wheat Board Act. Any procedure which allows commercial supplies of .wheat,
oats and barley to be marketed in competition with the board gnd outside the
general pooling plan weakens these pooling operations and may, in effect, lessen
the effectiveness of these operations. _ .

Furthermore, the act provides for a continuous level of minimum prices In
the form of initial payments to producers for wheat, oats and barley. These
minimum prices, along with subsequent payments, are made available to pro-
ducers when their grain enters commercial channels, as it does when a producer
delivers to an elevator, a grain warehouse, a flour mill, a feed plant or a seed-
cleaning plant.

In short, the board regards the powers derived under Part II of the act
as being essential to the marketing operations which it carries on as long as
there is congestion in grain handling facilities. I thought, Mr. Chairman, the
Committee should have a forthright statement on this particular phase of the
problem.

Problems associated with the control of deliveries to feed plants did not
become acute until a surplus, exceeding the intake capacity of our elevator
system, arose about five years ago. In 1957, infringements of delivery quota

regulations on the part of certain feed plants became evident and the board
took the action contemplated by the act.

In 1957 the board entered prosecutions against a number of feed mills for
violation of delivery quota regulations. The board proceeded with two test
cases, one in Alberta and one in Manitoba. In both cases the magistrate upheld
the powers of the board to enforce delivery quotas in respect to feed mills. In
both Alberta and Manitoba the cases were appealed and the powers of the
Board were upheld in the Appellate Court of each province. Leave to appeal
to the Supreme Court of Canada from the decisions of the Court of Appeal of
Manitoba was sought and was refused by the Supreme Court of Canada. The
time for the further appeal of the Alberta case had expired in the meantime.

During the period from 1957 to the end of 1959 board administration and
enforcement of delivery quotas, as they affect feed mills, had to be held in
abeyance pending the outcome of the litigation described above. The decision
of the Supreme Court of Canada cleared the way for the board to enforce
delivery quota regulations in respect to all feed mills in the designated area.

I should add that in 1957 the board introduced two measures of assistance
to feed mills. These were:— (1) Provision was made whereby producers could
take grain to a feed mill for grinding and have it returned to them with a
supplement if so desired. (2) Provision was made whereby producers could
deliver specified quantities of grain to a feed mill in exchange for prepared
feeds. Producers’ deliveries under both (1) and (2) are outside of established
delivery quotas.

In these brief remarks I have tried to indicate some of the issues involved
in your investigation. Mr. Riddel, the assistant chief commissioner of our board,
on my far right, and I are here to assist the Committee in its work; and Mr.

H. B. Monk, Q.C., our solicitor, will represent the board insofar as legal mat-
ters bear upon your inquiry.
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A memorandum dealing with the feedstuffs industry of the prairie prov-
inces and outlining board regulations of deliveries to feed mills has been pre-
pared by the board and some members of this committee may already have
copies. We have additional copies of this document with us, however, and will
be pleased to make it available to committee members who would like it.

Thank you, Mr. Chairman.

Mr. ArcuE: Mr. McNamara, have you other copies of the statement you
have just read?

Mr. McNamara: We had some for the press and for the committee
reporters. We did not prepare copies for the members. We could do that, Mr.
Chairman, if you would like. We could have these copies prepared at noon and
have them available for all the members.

The CHAIRMAN: Is it the desire of the members that they have copies?
Some Hon. MEMBERS: Yes.

Mr. ArRGUE: Since the wheat board’s position and the Wheat Board Act
has been upheld in the courts, do you feel there is any need to strengthen the
present act, or the present regulations, to increase your powers, or to increase
your control over the marketing of grain?

Mr. McNamara: No; I venture the opinien that the powers that we have
are sufficient to enable us to control the quota system and to regulate the flow
of grain into channels. It is a question of enforcement, however, and, as I
indicated in this brief, during the period this matter was before the courts we
felt we should refrain from further prosecutions until the legal points had
been clarified. But since that time we have started to enforce our regulations
and to see that the quota regulations are adhered to, not only by the feed
mills but by all handlers of grain.

Mr. ArcuE: When did the Supreme Court refuse the appeal? In other
words, when did you come into the position where you were able to enforce
your regulations without fear of an adverse decision by the courts?

Mr. McNamARrRAa: Mr. Monk says about four months ago this was clarified.
Mr. Argur: What companies were involved?
Mr. McNamara: There were a number of individual companies.

Mr. Argue: But the two cases to which you referred? You took two test
cases.

Mr. H. B. MoNK_ (Solicitor, The Canadian Wheat Board) : One case in Mani-
toba was against a person by the name of Klassen who operated a feed mill
at Grunthal; and the case in Alberta was against Thumlert, who was an agent
of the Midland Pacific Grain Company at Ponoka.

Mr. ArRGUE: Mr. Chairman, since this has been cleared up by the courts,
and since the Wheat Board is satisfied with the regulations and the law as it
is at present in effect, I wonder if I might ask you such a simple question as
to why there are meetings of the committee at all. Who has been pressuring
to get these regulations changed and relaxed?

I made a strong speech in the house on it. I thought there was some doubt,
perhaps—I am glad there is not—in the minds of the-Wheat Board. There was
certainly no doubt in the minds of the farm organizations. I wondered why
the committee should spend its time, if the producers involved and the Wheat
Board feel that the act is satisfactory, that it can be enforced, and that the
quota system is necessary.

The CHairMmAN: I believe it has been brought to the attention of the min-
ister by the feed mills and other individuals in the prairie provinces.

BT TE——
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Mr. ARGUE: I think this is an affront to the committtee, tt}at we'should';)e
spending our time looking into something that is working quite satisfactorily.

Mr. JORGENSON: In the cases that were brought before the cour1.;s were
they not to deal with an interpretation of the regulations as they: existed at
that time? Is it not an interpretation of the regulations?

Mr. MoNK: The cases which were brought before the court were both on
the same basis. They attacked, first of all, the constitutional validity of sec-
tion 16 of the Canadian Wheat Board Act, and also attacked the apphca'tlon
of the statute to feed mills. This regulation is not, by means qf regulations
made by the board; the regulation is effective as a result of section 16 of the

statute. The matter before the courts is whether that section is valid; and if
valid, whether it applies to feed mills.

Mr. BRUNSDEN: Mr. Chairman, I wonder if it would be possible for the
ones who are speaking to speak louder.

Mr. JORGENSON: Assuming the courts have decided that the regulations,
as they exist today, are valid, do you not believe that in view of the chgngmg
complex of agriculture—the accent on livestock production, that today it may
be wise to just have a close look at it? That is why this committee was set up
—to have another look to see if the act possibly may be in need of some re-
visions.

Mr. McNAMARA: I suggest that is a matter of decision by this committee
but, in so far as the board is concerned, I would suggest that we welcome this
opportunity in order that the pros and cons may be aired.

This problem—in fact, the whole administration of a quota system—is
very difficult, and has given us many problems. We have to have public support.
We cannot hope to do it unless we have the support of the producers. There
is a problem involved here. We have tried to recognize it and go as far as we
thought we could go to provide relief to the feed mills. However, we have
no objections to these matters being aired, and we welcome the opportunity for
an exchange of views, because evidence may be given in this committee that
will assist you in making up your mind. The decisions of this committee will

be referred to the government, and at that time we will have a good look at
your recommendations.

The CHAIRMAN: The idea of the minister, in setting up this committee,
was to get a consensus of opinion, through this committee.

Mr. ARGUE: Mr. Chairman, I would like to ask a question—and I think
it is a fair question. If you have not the information, or do not want to
disclose it, you can say so. My question is this: Who has been asking for this
committee? I think we should have some of the names of the people who are
trying to wreck the wheat board system of marketing grain—and that is what

this is about. They should be prepared to put their case before us, and we
should know who they are.

The CHAIRMAN: Different organizations will be appearing before this

committee in the next two or three weeks. I will ask the secretary to read the
names of those organizations.

Mr. ARGUE: I am referring to the organizations that want the regulations
relaxed, and want the wheat board’s control diminished or demolished.

The CHAIRMAN: The secretary will read those organizations.

The CLERK OF THE COMMITTEE: Today, we have the Canadian wheat board
and the board of grain commissioners. On Friday, May 6, we will have the
Alberta wheat pool. On Monday, May 9 we will have the local custom feed
mills. On Friday, May 13, the interprovincial farm union of Saskatchewan. On
Monday, May 16, we will have the Winnipeg chamber of commerce and the
Canadian feed manufacturers association. On the following Monday, May 23,
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the united grain growers will be here. Also, we have requests from the Mani-
toba and Saskatchewan wheat pools.

Mr. ARGUE: The information I desire is the names of the people who want
it relaxed, and although that information is not there, I think I can guess the
names of the culprits.

Mr. McInTosH: Is the interprovincial farmers union there as well?
The CHAIRMAN: Yes.

Mr. ARGUE: My question is: do you have any information?

Does the chairman have any information as to the organizations that wish
to appear before this committee to put a brief in in opposition to the present
system?

The CHAIRMAN: The clerk has just read the names.

Mr. ARGUE: But most of those are farm organizations which, I suggest,
will be supporting the submission we have had already. Now, this is a simple
question. If the chairman does not know, I will accept his answér. But my
question is: does the chairman of the committee know what organizations have
asked to appear before this committee in order to present a brief opposing
the present system of handling grain for feed mills?

Mr. BRUNSDEN: You will know of them when they get here,

Mr. ARGUE: Do I take it that you do not know?

The CHAIRMAN: The minister has referred this subject to the committee
for study.

Mr. ArRGUE: You do not know which ones are putting in adverse requests?

The CHAIRMAN: No.

Mr. Rapp: Mr. Chairman, I would be very reluctant to have any changes
made, in so far as deliveries, quotas, and so on are concerned. This, in my
opinion, was strengthened when we met here, just a few days ago, with some
of the United States congressmen and representatives. At that time the question
of surpluses came up, and it was definitely established that the surpluses are
not of a temporary but are of a long-term nature, and have to be looked at
as a long-term problem. There is no doubt about it that the surplus is going to
be higher this year than ever before. If we are going to be faced with the
same problem, and with the problem of disposing of this surplus, there is no
question about it—we have to have a quota system, as before, and it has to be
under the jurisdiction of the Canadian wheat board. I, as a grain grower,
would be very much opposed to having any changes made whatsoever from
those which exist at the present time.

Mr. ArGuE: Hear, hear.

Mr. McInTosH: As the wheat quotas were brought up—and I do not
suppose it has too much bearing on the point in question—I would like to ask
how many points in Saskatchewan are on a six-bushel quota, and in what areas.
Are there any areas in southern Saskatchewan? Why the variation between
northern and southern Saskatchewan?

Mr. McNaMmara: I have no objection to giving this information, although 1
would suggest this is dealing with the current operation of the board this year;
it is really not related to this question.

Mr. JorgENson: I think it is.

Mr. McIntosH: If you are suggesting that there should be no change in
the quota, I do not agree with you.

Mr. ARGUE: You are not suggesting that this is the way to change it?

Mr. McInTosH: I think it should be brought up for review, if the wheat
board is not doing it correctly.

Amatherinsd o ¢
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Mr. McNaMAaRra: April 25 is the date of the last statement, and some char}ges
have been made since then. This concerns three provinces. There are 41 §tat10ns
on a two-bushel quota; 641 stations on a three-bushel quota; 613 s'Fatlons on
a four-bushel quota; 444 stations on a five-bushel qu.ota; 267_sfcat10ns on a
six-bushel quota; and at this time there are two stations in the British Columbia
block on a seven-bushel quota.

If you would like a gomparison with last year, I can give you the ﬁgu'res.

Mr. McInTosH: I want to bring out the point that in regard to_ some stations
there is only a two-bushel quota, and I want to know why there is only a tv\_ro—
bushel quota when there are a great number of stations on a five and six-

bushel quota. Is it fair to those areas that are on a two-bushel quota, when other
areas have five or six-bushel quotas?

Mr. McNaMaRa: I would say that it is not fair, on the basis of an equitable
operation of a quota system.

Mr. McInTosH: That is the very point I want to bring out.

Mr. McNamara: I would like, if I may, tosupplement what I have just
said. The reason for this inequity, particularly this year, was due to the adverse
harvest conditions experienced in western Canada last fall, where many areas
had heavy moisture at the time of harvest. There were large quantities of grain

- thrashed with a heavy moisture content—tough and damp grain. The board

decided quite early in the fall, before the harvest was completed, that in ‘order
to endeavour to salvage this grain that had been harvested with high moisture
content it would be necessary to move this grain to the interior terminals, as
well as the terminals at Vancouver and the head of the lakes for drying. This
policy was followed during the winter, with the result that we handled 60
million or 75 million bushels of out-of-condition grain—grain graded damp or
with a high moisture content.

We allowed the producers to deliver up to six bushels of this type of grain.
Except for a limited quantity in the province of Alberta, the bulk of this out-
of-condition grain has been delivered by the producers to the level of the six
bushels, and shipped to the terminals, where it has been dried and conditioned.
However, the preference of box cars into this area had the effect of retarding
the deliveries in southern Saskatchewan and in Manitoba, and in parts of
Alberta with the result the quota system was thrown distinctly out of gear.

We have many points where producers have now delivered a full six-
bushel quota, and at the time of this report there were still 41 stations in
western Canada where they had a delivery quota of two bushels.

This situation is improving very rapidly now. Since the opening of naviga-
tion we have been able to persuade the railways to preference cars into the
areas where quotas are low. Certainly the policy that was adopted by the board
—which I think was the only policy we could have adopted under the existing
circumstances—did result in a wide discrepaney in the quotas, to which Mr.
Melntosh referred.

Mr. ARGUE: Mr. Chairman—

Mr. McInTosH: Let me finish my question, Mr. Chairman.

Mr. McNamara, would you not say that each year there have been
inequities, and you have made an excuse or an explanation for them? From that
would you not say that the quota system, as run by the board at the present
time, is not fair and has not been proven by any means? In areas where you
have five and six bushel quotas, are those all areas where you consider damp
grain?

Mr. McNamara: First of all, I would agree there are always inequities, to
some extent, in the administration of quotas. In the past I do not think we have
endeavoured to make excuses, but to give reasons for the inequities.
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Mr. McInTosH: Read the minutes of the last two years’ meetings and see.

Mr. McNamaRra: As I have reported on previous occasions to the agricultural
committee, we consider the marketing operations are the no. 1 responsibility of
the board; and while the administration of quotas on anh equitable basis is very
important, it must be secondary to the marketing operations. I think I have
reported before that we could probably do a-much better job of equalizing
quotas if it was not necessary for the board at times to draw supplies of certain
types and grades of grain from certain areas. This does result in throwing
the basis of quotas out of line at times. I do not regard that as any excuse, but
I think it is a reasonable explanation, and I think any marketing board—

Mr. McInTosH: It is a reasonable explanation if your statement is correct,
but I do not accept your statement.

Mr. McNAMARA: Then I am sorry, sir.

Mr. JORGENSON: Mr. Chairman, I think we are getting away from the sub-
ject under discussion, and I think we should be brought back to the question
under discussion by the wheat board.

Mr. HORNER (Acadia): I agree with Mr. Jorgenson on this question. I think
we should deal strictly with the wheat board regulations that have to do with
feed mills. I know the wheat board had difficult times with quotas, and I am
certain they are doing their best, to the best of their ability, to regulate quotas
in a fair and just manner.

I think we should deal with feed mills, and I would like to ask Mr. McNa-
mara how feed mills do their purchasing now. Under what regulations do they
purchase their grain now? Do you buy it under quotas?

Mr. KinpT: On a point of order, Mr. Chairman, before answering that I
would like to clear up one point. There has been a charge made against the
wheat board, against the chairman of the wheat board. I think it is depart-
mental policy and government policy that the differential in quotas should be
put into effect by the wheat board to take care of damp grain.

The CHAIRMAN: I think we are discussing the feed mills, not the quota
system and so on.

Mr. KinpT: I want to clear up that point.

Mr. ArgUE: Mr. Chairman, other people have had a chance to ask questions
and get replies; and I think it is only fair I should too.

I have one question on the quota system I would like to ask.

The CmamrMmAN: I will allow this one question, but I hope you will stay
away from the activities of the wheat board as far as quotas are concerned.
This meeting was called specifically to deal with the feed mills.

Mr. ArGuE: I can agree with Mr. McIntosh to a point, on the great com-
plaint against the inequities that exist. I am not going to oppose the wheat
board’s policy of taking out-of-condition grain first, because I think it would
be a tragic loss of millions of dollars to the wheat producers if this grain had
not been moved. But as a matter of equity and justice will the wheat board
be able to equalize the quota at, say a six bushel basis at the end of this crop
year, so the people in my constituency, in Mr. McIntosh’s constituency, and
others in southern Saskatchewan, may have a chance to deliver the same
quantity of grain as producers in other parts of western Canada?

Mr. BRUNSDEN: Mr. Chairman, on a point of order, are we here to discuss
quotas or feed mills?

The CHAIRMAN: We are here to discuss the feed mills.

Mr. Arcur: I think the wheat board are entitled to give an answer to
this question, because charges have been made against the wheat board. Others
have had an opportunity to ask questions on this point and to get answers, and
I think it is a fair question and that we should have an answer to it.
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The CHalRMAN: I allowed Mr. McIntosh a little leeway ‘ghere, pecause I
thought he was building up to a question on feed mills and getting a little more
equity in the purchasing of wheat; but apparently that was not so.

Mr. McInTosH: They were brought into this discussion and that is why
I brought it up.

Mr. ARGUE: Mr. Chairman, I have asked a question and I would like an
answer. .

Mr. JORGENSON: On a point of order, Mr. Chairman, the operations of the
Canadian wheat board will be brought before this committee at a later date,
and we shall have an ample opportunity then to discuss these matters. At
the present time we are dealing with this other matter, and at present I would
urge you to keep this discussion to that subject. :

The CuarRMAN: I would hope, Mr. McNamara, the members of this com-
mittee will stay within the realm of that.

Mr. ARGUE: Am I entitled to an answer to my question, Mr. Chairman?
I think it is only right, when this charge has been made about the wheat board,
that the wheat board should have an opportunity to reply as to whether or
not this inequity will remain, or as to whether or not this inequity, in'total,
or most of it, will be removed by the end of the crop year. I would like to
relate this statement, on the point of order, to the procedure before this com-
mittee. If the inference in Mr. McIntosh’s question is correct, that the 2 bushels
will remain and the 6 bushels will remain, then the wheat board chairman’s
statement, that the main policy is based on equal delivery opportunity, falls
to the ground.

I think the chairman of the wheat board should have an opportunity to
answer this, as to whether or not more equity can be brought into the wheat
delivery system by the end of the crop year.

Mr. KORCHINSKI: Will the operation of the wheat board come before this
committee at a future date, Mr. Chairman?

The CHAIRMAN: Yes, that is the intention.
Mr. KORCHINSKI: Can not that question be dealt with then?
The CHAIRMAN: Yes. Let us get on with feed mills.

Mr. ARGUE: Mr. Chairman, I am suggesting this question, as I have now
phrased it, is entirely in order, because if we are going to £9 forward on the
assumption that an equitable quota system is justified and is essential, then
the wheat board should be able to make a reply as to whether they can bring
some equity into this present situation. I suggest that affects this whole enquiry.

If there is no inequity there is nothing to be lost, perhaps, by throwing
these things to the wolves. But if there is, can the wheat board bring some
equity into this by the end of the crop year? That is the question. Chisellers
who want to lower the price will have their opportunity—

An Hon. MEmsBER: I want to ask the member from Assiniboia if the Sas-
katchewan election has anything to do with this.

Mr. ARGUE: Absolutely nothing. I have been here for 15 years advocating
orderly marketing, and I will not stay here silent and see & bunch of anti-
wheat board people tear down the good work done over the last 15 years.

The CHAIRMAN: Let us not bring politics into this meeting, or elections,
or what-have-you.

Mr. ARGUE: I have asked a simple question, and I ask for an answer.

The CHAIRMAN: I must say we must lead our discussion along the line
of the inquiry into the feed mill question.

‘Mr. HORNER (Acadia): I asked a question some time ago, how they buy
grain now and what are the regulations of the wheat board.

22631-6—2
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Mr. ARGUE: I have never seen such a high-handed action in committee
before.

Mr. HOoRNER (Acadia): I asked my question before you asked yours.

Mr. ARGUE: Others have asked questions, and I have asked you three times
for an answer. All you have done is to move from my question to somebody
else’s—

Mr. HOorRNER (Acadia): I asked mine before you asked yours.

Mr. ARGUE: —and I suggest that is the wrong way to operate a committee,
and it is an impertinence.

The CHAIRMAN: I suggest we come to the discussion of the feed mill
question which has been referred to this committee.

Mr. ForBES: May I ask a question on that line?

The CHAIRMAN: Mr. Horner has the floor.

Mr. HOorRNER (Acadia): Do the feed mills buy their grain on the quota
system now, or any place they can purchase it? What is the present arrange-
ment, or is there any?

Mr. McNAMARA: In answer to Mr. Horner’s question, there are a number
of feed mills in western Canada as was indicated by the information we made
available earlier. I think the majority of them are accepting their grain from
the producer under the quota system. We know some of them are not, and those
are the ones which we are checking at the present time.

Mr. HORNER (Acadia): What is the situation where a feed mill is located
at a non-delivery point? I imagine there are some cases where feed mills are
situated off the railroad tracks at non-delivery points. Does the wheat board
make special provisions for them?

Mr. McNamara: No; but we can authorize a producer delivering at one
point to deliver at a point other than described in his regular permit.

Mr. HorNER (Acadia): Does the wheat board take that into consideration
when setting the quotas and demand for grain by the feed mills?

Mr. McNAMARA: In setting our quotas we raise the quota, depending on
the deliveries under the quota at the regular point. Information is available
to us as to the amount of grain delivered, and the grain delivered to a feed
mill is taken into consideration.

Mr. HorNER (Acadia): Do the feed mills make a report stating how much
they have taken in and how much they have in storage?

Mr. McNAMARA: No. There are a number of feed mills which elect to be
agents of the board and they give a complete accounting of their records.

Mr. HorNER (Acadia): They more or less buy within themselves.

Mr. McNamara: Yes. They buy, issue producers certificates and report
to us. There is, however, another group which do not buy for board account;
but they are, under our act, under the quota if they have been described as a
work for the general advantage of Canada. We are not interested in the price
at which they buy, but we are interested that they only accept from producers
in accordance with the quota.

Mr. HorNER (Acadia): Some of the feed mills would receive storage
charges on some of the grain they have sold.

Mr. McNamara: Yes, on grain bought for board account.
.Mr. HoOrNER (Acadia): Would anyone purchasing at a non-delivery point
avoid the elevator handling charges on the grain they purchase?

Mr. McNaMARA: That is outside the jurisdiction of the wheat board. That
would })e handled by the board of grain commissioners, and Mr. Milner will
deal with that. In respect of feed mills which are not agents of the board,
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our only interest is that their purchases are in accordance with the quota.
They do not have to purchase at the board’s price nor do they have to account
to us; but we check to see that the quota regulations are being adhered to.
; Mr. HORNER (Acadia): In cases where charges had been laid and prosecu-
tions made how were the feed mills violating the act?

Mr. McNamara: They were accepting grain from prqducers over and
above the quota and in some instances were accepting grain not grown on
the land described in the permit book. Also in many instances they were not

making entries in the producer’s delivery permit book when they accepted
delivery of the grain.

_ Mr. BRUNSDEN: According to the bureau of statistics, in 1957 the volume
in the feed mill district was around 3% million bushels. That is not all wheat;
that is divided between wheat, oats and pbarley. It is suggested that in this
year it may run up to seven million bushels. I do not know whether or not
that is a realistic figure. I would like to know roughly what amount of this

31 million bushels was purchased in 1957 with the full licence and approval
of the board.

Mr. McNAMARA: Mr. Chairman and Mr. Brunsden, it is impossible for
us to give you definite figures, because the information is not available. We
do estimate that the large bulk of the wheat, oats and barley purchased by
feed mills was purchased in accordance with board regulations. The wvolume
9f grain we handled which is used by these feed mills is not very large, but
if you have a small hole in a bucket, the bucket leaks and it is not as good for
carrying as it was before; so it does affect our overall position.

Mr. BrunspeEN: I might have to challenge that statement later on.
Mr. McNamara: All right.

Mr. Brunspen: I do not agree with the previous suggestion that some
persons are trying to destroy the wheat board—

Mr. ARGUE: That is what will happen if you put the hole in the bucket.

Mr

. BRuNsDEN: We all are established supporters of orderly marketing of
Wheat, but I fail to see how a trickle—and it is not even a trickle: granted it
is seven million bushels of wheat, oats and barley—can disrupt Canadian
marketing. I have used a poor bucket for a long time and it is still a good
bucket. T am not interested in feed mill men. I am interested in some producers
getting a little larger immediate market for their grain than they have now.

Mr. McNamara: As I indicated earlier, the volume is not large, but as I
advised the committee the producer who is fortunate enough to deliver grain
over the quota to the feed mill, and at the same time deliver his regular quota
of grain through other commercial channels, has an advantage over other
producers who are not fortunate enought to be able to market over the quota.
If the mill takes grain over the quota it impairs our ability to merchandise
board grain in that area and it reduces the potential poard market of feed
within the designated area.

Mr. BRUNSDEN: But you admit potential production has no bearing.

Mr. McNamara: It is small compared with what we handle, but I think
it would have a serious effect in the overall plan. I think when a bucket starts
to leak you have a difficulty and have to put in perhaps one plug, and then
another plug. I think we might have repercussions outside of the designated
area. In eastern Canada and the British Columbia feeding area, the domestic
market, is most important to us in merchandizing oats and barley as feed.
If the feed mills in some areas secure grain at prices pelow the prices at which
the board is selling, I would suggest there might be demand from other areas
of Canada to have the right to purchase grain at pelow board prices.

22631-6—2%
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Mr. PascoE: Mr. Chairman, my question was along the line of Mr. Argue’s
on quotas. I think now I should go on record as resenting some of the remarks
he made. I think we are all good wheat board supporters.

The CHAIRMAN: I think I gave my ruling on that.

Mr. ForBes: I understand the purpose of this investigation is to determine
whether or not there are any unfair trade practices or discriminations against
the feed mills in view of the changing agricultural conditions in western Canada.
There is no doubt that the quota system has prompted farmers throughout
Manitoba, Saskatchewan and probably Alberta to go into diversified farming in
order to make sales of their grain. I think that is the purpose of this meeting;
what position is the feed mill in. I have here an ad in the Western Producer
of April 7, 1960. It says:

GOOD FEED WHEAT FOR SALE. Eighty five cents per bushel. Sample
on request.
There are several other similar ads in here. Is that farmer allowed to sell him
this grain? Is the feed mill allowed to buy that grain? This is what has brought
down the feed market.

Mr. Monk: If you will be patient, I might explain that there are two
types of feed mills. There is the type which is an agent of the Canadian wheat
board. They are under agreement with us and they buy from producers in the
same way an elevator does within the quota, issue a producer’s certificate to
the producer, and pay for the grain at board prices. At the end of each week,
I think it is, on Friday, they buy from us the grain which they have used
during the week and report to us the situation.

Now, that is the first type of case. The second type of feed mill is the
type which does not have an agreement with the board. They are under no
agreement whatever with the Canadian wheat board, but they are subject to
the Canadian wheat board statute.

Mr. ForBgS: Are all these feed mills licensed, or are some of them licensed
and others not licensed?

Mr. Monk: That is a matter for the board of grain commissioners. Perhaps
Mr. Milner can answer that question. But as far as we are concerned we do
not issue licences to any of them.

Some of them have an agreement with us; as all the elevator companies
do. The group which I was speaking about do not have an agreement with 'us,
but they are subject to the Canadian Wheat Board Act. Nevertheless they do
not have any agreement with the board.

That means that they can buy and sell within the province at any price
they like; but they cannot ship interprovincially, or use commercial facilities
or railway cars.

They are subject to quota regulations; that is, they must buy from the
producer within his quota, and not over that quota. They must enter in the
permit book the deliveries which they take, they take from the producers; but
the price is a matter of negotiation between themselves and the producer.

They do not buy from the board, and there is no question about it
because it is not board wheat that they have bought.

The question of enforcement arises in this way: in order to run a quota
system equitably, we believe that quotas should be enforced equitably against
all persons including the feed mills, because they are subject to the act. But
they have an inducement. If they can buy over the quota, they may buy
cheaply, because they buy from the farmer grain over his quota at depressed
prices.

This particular group of feed mills are the only group in this position,
because the ones who have an agreement with us are all bound by the agree-
ment to buy or to sell at board prices.

LR SRR

gt




21
AGRICULTURE AND COLONIZATION
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That is perfectly legal, as I understand it, under the regulations of the
wheat board. In other words, they do not fall into the same category as feed
mills. And I want at this point to impress upon you my view that these people
should be kept free; that they should be permitted to buy their grain where
there is no merchandising or reselling of it, but where they are using it for
feed purposes of their own.

That is the claim in western Canada that they give to me, and they ask
that in our deliberations we make doubly sure not to do anything to interrupt
that flow of wheat to the feeder.

I would like to have clarified in my mind what you mean by feed grain?
Is that No. 4 and less, or does it mean any grain?

Mr. McNaMmARA: It means any grain. There is no definition. Sometimes
they feed No. 2 northern, or No. 3 northern. The bulk of it of course is oats
and barley. There is no definition of what constitutes feed grain.

On your point of federal jurisdiction, we have no legal way of following
up, within these provinces, from one producer to the feeder, as long as it is
not another work for the general advantage of Canada. That is where the
federal control comes in, in the railways, elevators, and feed mills which have
been named. But as far as sales from one producer to a feeder are concerned,
say in the province of Alberta, that is outside federal jurisdiction. As I men-
tioned earlier, the provincial legislators passed legislation that gives them
power to control this, but so far none of the three prairie provinces has seen
fit to exercise that control. But this is outside the jurisdiction of the board;
whereas the feed mill, having been declared to be a work for the general
advantage of Canada, is within the jurisdiction of the board.

Mr. McInTosH: Are feed mills in areas where the quota is only two bushels,
allowed to take only two bushels, regardless of whether it is open in other parts
of the province to six bushels?

Mr. McNamara: That is right; the same as all other facilities at that
point. They can only take the amount of the particular quota at that point.

Mr. McInTosH: If there is a shortage, what would you do—would you
have to ship in?

Mr. McNamaRra: If there were a shortage, the quota would be increased.
If there were a shortage of grain marketable in that area, we would raise the
quota of grain to allow more grain to come in.

Mr. JorGENSON: Where, generally speaking, would you say that mills not
having agreements with the board are located? Would they be in heavy feeding
areas?

Mr. McNamARraA: Yes, I think that is true. The bulk of them are in Alberta
and Manitoba. There are a limited number in Saskatchewan. In Manitoba and
Alberta they seem to be located in the areas of heavy feeding of livestock, no
doubt because there are the market potentialities for them.

Mr. JorgeENSON: You have said that since 1957 feed mills in western Canada
have been buying grain outside the wheat board; that is, at non-board prices.

Mr. McNamMarA: Some of them have, yes.

Mr. JorgensonN: Do you know what relationship these prices bear to

wheat board prices?
. Mr. McNamara: No, we do not get accurate records from them. But from
information that has been made available to our inspectors, some of the grain
has been purchased at the initial payment price, and some purchased at prices
substantially below our initial payment prices.

Mr. JorGENSON: Do you know whether or not these lower prices have been
passed on to the feeders themselves?
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Mr. McNamara: No, I have no knowledge of that.

Mr. FaNg: Mr. Chairman, I want to go on record first as resenting any
implication that we who are farmers are trying to wreck the wheat board when
we ask questions in connection with this matter. I, for one, would be the last
person in the world who would ever think of wrecking the wheat board.

I have several questions, and the first one I want to ask is this. It may have
been mentioned, but I missed it. How can you reconcile the fact that some feed
mills are licensed and some are not? How can you make fish of one and flesh of
another—and they are doing the same work?

Mr. McNaMARA: As Mr. Monk explained, we do not license them. But I
think what you have in mind is, how do we reconcile that some act as agents
for the board, and some do not.

It is their choice. If they wish to become an agent of the board, they
enter into a contractual arrangement with us, whereby they agree to buy only
for board account, to pay board initial payment prices, and to issue producers
certificates. And, of course, they buy within the quota, or they are prosecuted
for not doing so.

These other feed mills who do not elect to buy for board account are not
responsible to us at all in so far as price is concerned. We do not allow any
carrying charges on the grain they handle: all we insist upon is that their
operations must be within the quota regulations.

Mr. Fane: You would say that any feed mill in Canada could apply to
you for recognition as a wheat board agent?

Mr. McNaMaRra: That is right.

Mr. FANE: Any one?

Mr. McNamara: That is right-—within our designated area.

Mr. Fane: And that would make it possible for every one of them, if they
‘_alrere?wﬂling to make a contract with the wheat board, to have the same priv=
ilege?

Mr. McNamagra: Yes, they could buy for account of the board.

.Mr- FANE: Now I want to ask how you can reconcile the fact that the
majority of the implement dealers in western Canada can take in grain, wheat,
or anything elese—any other grain—on their accounts, not issuing wheat board
certificates, and the other people are under the compulsion of issuing wheat
board certificates.

 How do you reconcile that, and what do they do with it? They do not sell
it through the wheat board; they do not pay wheat poard prices; they do not
pay the P.F.A.A. one per cent. They just take it in at a reduced price, and then
they dispose of it and get the gravy off that, as well as the gravy off their com-
mission for selling their machinery.

Mr. McNaMarA: They cannot sell it in commercial channels; they cannot

put it into elevators. The only market opportunities available for them are
local feeders within the province.

I think this might be a case where we should take some legal opinion with
regard to this type of operator.

Mr. Fang: Does it work that way? I do not think so.

Mr. McNamaga: Pardon me?

Mr. FANE: I mean, I do not think it works that way.
_ Mr. Monk: The situation is this, that as far as the constitutional position
is concerned, the dominion government has not the power to control sales
wholly within a province that do not use commercial facilities that are declaredv
to be works for the general advantage of Canada.
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That has the result that the Canadian Wheat Board Act allows a person
to trade within a province without restriction. There is provincial legislation
that affects it; but the dominion legislation allows farmers to sell to each
other, to implement dealers, as long as they do not sell to an elevator or to
any works that are works for the general advantage of Canada.

Consequently, an implement dealer, a car dealer, another farmer, a feeder,
can buy directly from a producer at any price he likes, and no question of
quota or control is involved, as far as the Canadian Wheat Board Act is con-
cerned. He may be in breach of certain provincial statutes, but that is not a
matter that we have any control over; enforcement of that is a matter for the
province, and not ourselves.

Mr. JORGENSON: A supplementary question, Mr. Chairman.

Mr. ForBeES: That is very good in theory; but you cannot tell me that all
these people have not got a farm—1I mean the implement dealers, car dealers
and those people who take in grain, you cannot tell me that if they have got
a farm somewhere, they do not sell that grain to the elevator as their own.

Mr. MoNK: They may. That is a breach of the statute, if they do. Most
of them have feed lots, or connections with feeders, and they dispose of the
grain—

Mr. ForBES: Some do, and some do not.

Mr. ArcUE: If they did—and I have no information on anybody—it would
certainly be subject to the quota. They are limited anyway.

Mr. ForBeS: Yes; what they sell to an elevator would be subject to the
quota.

Mr. McNamARA: Regardless of the quota, if they sell and market under

their permit book—grain not produced on the land—they are violating the -

Canadian Wheat Board Act, and we prosecute on receipt of such information.
Mr. ForBeS: You could prosecute, if you got an affidavit to the effect that
it is being done?
Mr. McNamMARA: That is right.
Mr. MonNK: It would probably raise an income tax problem too.
Mr. ForBes: It could. With some of them, it would not.

Mr. JorgeNsON: To follow up what was said previously, am I correct in
understanding that implement dealers, appliance dealers, et cetera, are free to
buy and sell grain without coming under the jurisdiction of the board, with
that one condition, that they sell within the area to producers; and yet feed
mills, who are capitalized to carry on this sort of business, are prevented from
doing so?

Mr. Monk: The position is that feed mills have been declared to be works
for the general advantage of Canada, as they are grain handling facilities,
and anything that eomes in to them must be bought within the quota system,
within the quota. As far as car dealers and implement dealers are concerned,
they are free, subject to provincial legislation, to sell and buy as they wish.

I may say there is provincial legislation in all three prairie provinces
which prevents them, but it has not been enforced.

Mr. ForBES: What actually happens, in effect, is that the implement and
appliance dealers are competing directly with the feed mills.

Some Hon. MEMBERS: No.

Mr. Monk: I do not think that is right.

Mr. Pascoe: Well, I wondered; it is beyond their scope. I wonder if the
question of provincial legislation could be enlarged upon, especially in
Saskatchewan. When was it passed?
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Mr. ArRGUE: Or, especially in Manitoba.
Mr. PascoE: I said Saskatchewan.
Mr. ARGUE: Be a little more subtle.

Mr. Monk: I think I can say that it was passed about the time the Canadian
wheat board took over oats and barley.

Mr. Pascoe: But it has never been enforced.

Mr. MonK: The acts were to enforce, or reinforce, the contr.‘ol of the
movement of oats and barley. The scheme of control of the Canadian Wheat
Board Act is based upon the fact that a surplus is produced in each of the
prairie provinces, which must move out of that province to market; and by
preventing the movement out of a province by anyone except the Capadlan
wheat board, that surplus is forced into the hands of the board. That is true
in relation to wheat. At the time it was doubted if that scheme would work as
well in relation to oats and barley, as there was a smaller surplus and it did
not move as freely between provinces to market. The three provinces roughly
follow the statute in a similar way to prohibit producers from selling oats and
barley—and in Saskatchewan, it is barley and wheat—to anybody except the
Canadian wheat board and, I think, a feeder. The act was passed in 1948.

Mr. ARcUE: These acts were considered necessary at the time by the
federal government in order to—

Mr. Monk: I do not know what the federal government felt.

Mr. ARGUE: —to make it possible to have oats and barley under the
Canadian Wheat Board Act.

Mr. Monk: It was part of an over-all scheme.

Mr. ArcuE: And it was felt that the provincial statutes were necessary
to the operation of the federal statute.

Mr. FOorGIE: Can feed mills supply grain from sources other than the

wheat board, and ship the finished product, or the feed grain itself, to an eastern
consumer?

Mr. McNamara: No: Mr. Monk says only if they are agents of the board.
I thought you were referring to those who were not agents of the board.

_Mr. BRUNSDEN: Supposing that I run a feed mill, and buy again; are you
tell%ng me that I cannot ship my concentrated feed manufactured from that
grain outside of the province?

Mr. MoNK: That is right, unless you are an agent of the board. That is
covered in section 32 of the Canadian Wheat Board Act.
 Mr. JorgEnson: How does that affect people who are off the railway
lines? How is it possible for them to make deliveries outside of the provinces
—even if they become agents of the board?

Mr. McNaMaRra: Possibly they could truck it.

Mr. Forcre: Have there been any complaints regarding the situation
where a feed mill which is buying grain outside of the board, has applied to
you for the privilege of selling outside the province?

Mr. McNamara: Not to my knowledge. I do not know of any case. I do

not recall ‘a case where a feed mill, which was buying ETait outside of the
board, has applied to us for the privilege of selling outside the province.

Mr. ForGie: If they applied, would you grant them that privilege?

Mr. ARGUE: Would you please tell us the general policy of the Canadian
wheat board, in so far as price is concerned. Is it a policy of the Canadian
wheat board to sell the grain, for which they accept delivery, at the best
possible price for the grain producers?
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Mr. McNamara: That is our responsibility—to secure for the producer
the best price for the grain that we can.

Mr. ARGUE: That is the attitude you take in regard to selling it within
a province, outside, and so on?

Mr. McNamAaRrA: All markets.

Mr. ARGUE: If feed mills were allowed to buy grain outside the jurisdiction
of the wheat board, outside of the wheat quotas and so forth, what would be
the effect on the prices of grain they purchased? Would they purchase at
lower prices?

Mr. McNamMara: In the event that they have been purchasing, in some
instances, at prices below our initial payment price, which is the guaranteed
price, we pay to the producer—when we merchandise a producer’s grain, if
we have been fortunate, as we have been in all except one case, in selling at
a better price than the initial price, we reflect to the producer the final price,
after deducting our operating expenses. So, to the extent that a feed mill
procures grain at a price below the price at which the board is selling the
same grain and type of grain at that time, it enables them to undersell the
board agent, who must buy at the board price—and this creates a price com-
petition with board grain.

Mr. ARGUE: And it would lower the return to the grain producers. Any-
thing done this way would affect adversely the total amount of money paid to
the grain producer?

Mr. McNAMARA: Yes. If a feed mill bought and sold below our prices it
would create competition for us, and could have the effect of forcing us to
lower our general price levels.

Mr. ARGUE: I have two or three more questions. You say that the feed
mills, in some instances, have been buying below the initial price. I would
suggest that feeders, in some instances, have been buying greatly below the
initial price. I make this statement: I see no reason why the feed mills could
not buy as cheaply as the feeders, if they have the same opportunity. Are
you aware that in some instances advertisements have appeared saying that
wheat would be purchased for as low as one cent a pound, or 60 cents a
bushel.

Mr. McNAMARA: Yes.
Mr. ARGUE: So, if you had a bad situation, so far as surplus is concerned,

I suggest by doing this you might cut the initial price as much as 50 per cent
—in some instances, you might cut it in half.

Mr. McNamMagra: That is a matter of opinion. Competition would be a
factor in it. However, so far as the board is concerned, I would point out
that these feed mills, who are not agents of the board, we do not endeavour
to control their prices. They are free to pay a price below or above. All we
are concerned with is that in buying from producers they must live up to the
quota regulations. The advantage is when the farmer can deliver his quota
and get the guaranteed price, he is not likely to deliver a quantity of grain
at a price below our initial payment.

Mr. ARGUE: That is my point. The fact that the quota is there removes,
I would think, almost all—maybe not quite, but almost all the incentive to
deliver the grain to a mill, even at the initial price. If that is done, there is no
further participation taken.

Mr. McNamara: No, unless they are an agent of the board.

Mr. ARGUE: So while you are not expressing any direct concern in regard
to price, nevertheless the fact they have to buy within the quota regulations
means that some expense—perhaps I had better put it this way: the producer
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'%s in a position to get for himself at least the initial price, and to.that extent
it strengthens the position of the board and the position of the grain producer.
But if there should be a removal of these restrictions, no matter whether
most of it goes to the advantage of the feed mills or their customers, the
result of it is a reduction in the total income to grain producers. I suggest,
Mr. Chairman, that that income is already too low, and that we shoulq be
looking at this problem, not from the standpoint of weakening the regulations
that exist now, but from the standpoint of strengthening them.

_ Mr. Horner (Acadia): Mr. Chairman, my question has to do with some-
thing that was tabled today. I am referring to page 3 of the wheat board regula-
tions, relating to feed mills. It reads as follows:

Every three months producers may deliver to any feed mill within
the province in which their land is located, to be exchanged for prepared
feeds at such feed mill, quantities of wheat or oats or barley not exceed-
ing in combination thereof 25,000 pounds..

On another page they cite the same regulation, and say 29,000 pounds.
I know it is a small point, but I wondered which was right.

Mr. McNaMAaRA: Mr. Horner has raised a point to which I referred in my
opening statement. That is the action the board has taken to endeavour to cope
Wwith this problem, and to meet the change in feeding methods that are develop-
ing in western Canada. I would like to ask Mr. Riddel if he will deal with our

instruction No. 7, which I think outlines the special arrangements we put into
effect in this regard.

Mr. HorNer (Acadia): When were they put into effect?

Mr. RippEr: This instruction was first put into effect on May 23, 1957, after
several meetings with the various feed plant representatives. At that t_ime
Wwe made provision whereby the board would be prepared to consider applica-
tions from producers requiring feed—pardon me, that is not the one.

Producers may deliver to any feed mill, at such feed plant, within the
province in which his land is located, to be ground OT otherwise processed
and returned to him, or to be exchanged for prepared feeds, quantities of wheat
or oats or barley not exceeding in combination thereof, 20,000 Ibs. in total weight
for all grain so delivered.

Mr. Horner (Acadia): 20,000 1bs.? )

Mr. RiopEL: That is the first provision that was made. At the same time
provision was made that a producer requiring feed in excess of 20,000 .1bs.
could make special application to the board, in which case he would be given
a special permit to allow him to take more to the feed plant.

For the intervening period the same regulation was passed in each of the
years, except that it was changed to 25,000 1bs. ox November 4, 1958. The

20,000 1bs. was changed to 25,000 1bs; and the 25,000 lbs. was allowed in any
quarterly period.

,MI‘- HorNER (Acadia): Then, in effect, one could receive permission to

deliver up to 100,000 Ibs. in a year? :

Mr. RiopeL: Within a year, without permission; and if more was required
by any individual feeder he could still make application to the board stating his
circumstances, in which case he could be given 2 special permit for the larger
quantity.

Mr. Horner (Acadia): The producer had to take this grain back again as
ground feed, or was this a sale?

Mr. RippEL: This was an exchange. He could take the grain in and have
. it ground and, if he wished to, have supplements added; or he could take the

grain into the feed mill and have it exchanged for prepared feeds, feeds already
made up.
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Mr. HorNER (Acadia): I would think this should be a considerable help to
feed plants or producers of feed wishing to have their feed mixed with sup-
plements. :

I, along with the rest of the farmers here, certainly do not want to see
prices reduced to farmers. I wonder what the board’s view is with regard to
the number of plants they have no agreement with. Is it the board’s opinion
they should have an agreement with the 122 plants that they have not an agree-
ment with now?

Mr. McNamara: No, I do not think we would think it advisable to force
these people to become agents of the board if they do not wish to. As long
as they would adhere to the quota regulations, I think there is no reason why
they should be forced to become agents of the board.

Mr. HorRNER (Acadia): I notice that at one point here, somebody—who-
ever tabled this brief—suggests there is one type of operation which is an
agreement with the board and another type which is not. You go on to say:

Under the latter type of operation feed mills may aequire feed grain
at a discount under the board’s initial payment.

This would be in direct violation of the wheat board’s regulations?
Mr. McNaMAara: No, not if they do not have an agreement with us.
Mr. HOorRNER (Acadia): It would not?
Mr. McNaMARA: No, it would not be.

Mr. HORNER (Acadia): Looking at it quickly, it appears it would be better
for the producer if they did have an agreement. They would have to buy it
at the price prescribed by the wheat board.

Mr. McNamMARA: Of course, I think it would be fair to say that in some
instances a feed mill might elect to pay a price higher than the board’s initial
payment price.

Mr. ArGUE: Do you know of one case?

Mr. McNAaMARA: Yes, higher than the board’s initial payment price, but
not higher than our final payment price.

In fairness to the feed mills, I think in recent discussions with their
representatives they have suggested if this pricing is a problem they should
possibly undertake to guarantee they would pay at least the initial payment
price. Just how that would be policed by us I have not been able to figure
out. This is a recent development. They have suggested, if they could operate
without the quota regulations, they would endeavour to work out some pricing
regulations whereby they would guarantee to pay the board’s initial payment
price and not the final payment price.

Mr. HorNER (Acadia): This is the same information I have. They came

- back to me and said they are in agreement to pay at least the initial payment

price. In what category are seed plants? There is a number of seed plants,

I imagine, and it would be difficult for seed plants, where you have grains and

cracked wheat left over. Where are they authorized? Are they agents of the
board?

Mr. McNAamARA: They are works for the general advantage of Canada, the
same as the rest of the elevators. They are under the regulations.

Mr. HOoRNER (Acadia): They are seed plants.

Mr. McNamARrA: They are not necessarily agents of the board, but they are
works for the general advantage of Canada.

Mr. HORNER (Acadia): That may be the reason, but in our seed plants, they
do not have to deduct for P.F.A.A., or do they?
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Mr. McNAMARA: The control of the P.F.A.A. is not under wheat board
regulations, but under the board of grain commissioners.
~ Mr. ForBes: Again, is that a matter of licensing? Some seed plants are
licensed and some are not. I know of companies doing business in Manitoba
today where one seed plant buys it fully processed and deducts P.F.A.A., and
others do not deduct P.F.A.A.

_ Mr. McNamaga: I suggest this question of P.F.A.A. deductions should be
discussed with Mr. Milner. He is much more conversant with it, and it comes
under his board.

~ Mr. ArGue: I suppose that comes up when the board of grain commis-
Sloners appear here.

Mr. McINTosH: Mr. McNamara said certain seed houses work for the
general good of Canada and some are not necessarily agents of the board.
What is the difference? ,

Mr. McNaMARA: It is exactly the same as the feed plants. Under our
statute all seed mills as well as feed mills have been declared works for the
general advantage of Canada. That means they must live up to the quota
regulations of the board. Some of the seed-cleaning plants as well as the
feed mills have elected to be agents of the board, and others have not. But
they are all under our jurisdiction in so far as accepting deliveries from pro-
ducers, as far as quotas are concerned.

Mr. McInTosH: What advantage do they get by becoming agents of the
board—or disadvantage?

Mr. Forees: Could I answer that?

Mr. McNamara: Thanks very much.

.MI‘. Forees: If you are agents of the board, a licensed dealer, it is much
easier to get the permit to export this grain than if you are not.

Mr. McNamARA: Only agents of the board can move their grain into inter-
Provineial trade, and nonagents are confined within the particular province.

Mr. McInTosH: Thank you, Mr. Forbes.

Mr. JorRGENSON: There is the odd case where an organization may operate
both the feed lot and the feed mill. I do not suppose these are numerous, but
there are some.

_Coming back to my question about moving concentrated feeds out of one
Province into another, I would like to know if the board has any method by
which it can determine in this joint operation what quantity of grain purchased
8oes into the feed lot and what goes into the feed mills? There is a very pos-
sible outlet there for some operators, and I know it is being used.

Mr. HENDERSON: That is for some of that good cattle you keep talking about
all the time.

Mr. JorGENSON: We ship to your country to put some meat on those cattle

of yours.
Mr. McNaMaRra: A mill offers to be an agent of the board. If they suggest

they have another company it must be a separate company:
. Mr. Brunspen: Would the board, or would it not issue a permit to a
loint operation under one corporation?

Mr. McNamara: The answer to that is no. We do not recognize as an
agent of the board a company having another subsidiary.

Mr. McINTosH: How about an individual?

Mr. McNamara: Nor an individual.

Mr. JorGENSON: How about these feed mills which are not agents?
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Mr. BRUNSDEN: I have a specific case. I do'not know whether or not in
this case it is an agent of the board. This organization is a family compact.
It is an incorporated company and operates a very large feed mill. I am trying
to determine in my own mind whether or not when they go out and buy grain,
even though they buy under a permit, if there is any possible check by the
board as to the relevant proportions of grain they purchase which is going into
the feed mill.

Mr. McNAMARA: Probably I did not correctly interpret the question.

Mr. MonNkK: I do not know whether or not you said this organization
operated entirely in the same province.

Mr. BRUNSDEN: Yes; in so far as its feeding is concerned.

Mr. MonNk: If they purchase the grain in the same province as their
feed lots, if they are not an agent of the board, none of the operations would
be under the control of the board.:They could carry on within the same
province without any supervision by, or report to, us, provided they bought
the grain from producers within the quota; that is, so long as each delivery is
within the producer’s quota. In the case of an agent of the board, the agent
would buy at the board price and we would get a full report. We would not
make it an agent of the board nor have an agreement with it unless the feed
lot area was entirely separate from its purchasing from farm producers and
its accounting to us. The feed lot would have to buy entirely as a separate
entity.

Mr. JORGENSON: In the event that you have a situation where an unlicensed
mill runs a feed lot or poultry or hog farm in conjunction with its feed mill,
what check have you on that?

Mr. MonK: The only check we have on them is on their purchasing. They
are required to be subject to our quota regulations and that means they have
to buy from producers within the quota, enter it in the producer’s permit
book and keep records of their purchases open for inspection by our inspectors,
or report to us on request what their purchases are, who from and the amount.

Mr. JORGENSON: Are they free to buy as much grain as they want to operate
their feed lot? Do you have any check on that?

Mr. Mo~NK: They can buy as much as they like so long as each individual
purchases ‘within the quota of the producer selling to him.

Mr. JorgENsoN: They can go to any number of producers and get any
quantity.

Mr. Mo~nk: They can only buy from producers delivering in that area.

Mr. McNamarAa: I think Mr. Jorgenson is speaking about a feed lot. The
answer, I think, related to a feed mill.

Mr. Monk: You were speaking about feed lots?

Mr. JorgENsoN: I am talking about operators of feed lots.
Mr. Monk: For the feed lot they can buy any amount of grain.
Mr. JorRGENSON: There is no check at all?

Mr. Monk: No.

Mr. JORGENSON: Supposing a person operating a feed lot also owned a
feed mill, what check have you that the grain being bought will go into the
feed mill.

Mr. McNamaRrA: The only check is that under the provisions of our act we
have tried to examine the operations of the feed mill and satisfy ourselves
that the grain used has been bought from producers within their quota. If not,
he is in violation of our act.
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Mr. Horner (Acadia): How often are these checks made?

Mr. McNamAara: Not too often recently because during the period when
tbgse test cases were before the court, the board waited for the court’s de-
Cision before instituting further checks or prosecutions. We- have resumed
again our activities in that regard and our inspectors are active in endeavouring
to ascertain how these feed mills are conducting their operations.

Mr. Korcuinsgr: Normally how often would you check?
Mr. McNamara: Normally three times a year.

Mr. KorcHINSKI: You can ask them to produce all of their records and
they have to comply?

Mr. McNamara: Yes. We have authority under our act. In some instances

some of the feed mills have refused to make those records available to us and
we are giving consideration to what future action we will take.

Mr. KorcHINSKI: Even if they have no agreement with the wheat board?

Mr. McNAMARA: Yes. Because of the fact that they are a work for the
general advantage of Canada we have a right to check their records and
secure information regarding their activities.

Mr. NASSERDEN: Have you any figures regarding the amounts handled by
these non-line mills?

Mr. McNAMARA: Do you mean mills which are not agents of the board
and not buying for the board account.

Mr. NASSERDEN: Yes.

Mr. McNaMmara: No. It has been stated the bureau of statisties did make
an estimate, but we do not have any definite figures. »

£ Mr. NASSERDEN: You should have figures along that line as they are
- following your regulations.

Mr. McNaMara: They do not have to report to us as to their purchases
tfrom producers. We are just satisfying ourselves that what they do purchase
is purchased within the quota.

Mr. NASSERDEN: Would you care to estimate it?

_ Mr. McNaMara: It is difficult to say. I would think the volume would be
‘."“.h'm two or three million pushels a year in that particular category. That
is just an estimate.

Mr. REGNIER: I think the prime function of the board is to dispose of all
the grain. At one time there were no quotas. The quotas came in 1940. I
cannot understand why the board would insist that grain sold for local con-
sumption be within the quota because the more grain disposed of openly
outside of the board the more opportunity the poard has to unload grain
they buy. The function of the board is being helped rather than otherwise,

ecause after all their function is to dispose of grain. The less gran they have
to_dispose of within the quota, the less difficult is their function. I do not
think it is unfair to those within the quota who areé selling directly to the
board, because the more grain sold locally the less which has to go through
the elevator agency. :

Mr. McNamara: I do not think I could quite agree with that analysis.
I certainly agree it is the job of the board to sell as much grain, as the
producers deliver, to the best possible advantage in all markets; but we are
also responsible for endeavouring to provide equal delivery opportunity for
all producers. To the extent that some producers are allowed to sell in excess
of the quota, that grain is sold at the expense of the producers delivering
within the quota. To the extent grain is marketed outside the board it retards
the utimate sales the board might make to the same area. We market within
the designated area ourselves.



32 STANDING COMMITTEE

Mr. REGNIER: It is open to all who want to take advantage of it. It might
. be on account of their location that they may not be able to take advantage
of it. However, because of the fact that the elevator facilities are relieved
by reason of some grain being sold outside the elevator and so on, there would
be more room for those who do not take advantage of selling outside the quota.
What they lose on the one hand they gain on the other hand.

Mr. McNamMaRrAa: During the last five years when we had a large carry
over of grain on the farms, which was just about all that time, this is the
period when we were faced with congestion.

Mr. ARGUE: If there were a relaxation of board’s policy, so that more
grain would be sold outside the wheat board’s jurisdiction, would this in any
way make any easier the total marketing of grain both within and without?
Would you see any increase in sales whatsoever?

Mr. McNamAarA: I would not.

Mr. ARGUE: One of the results, however, would be fewer dollars in the
pockets of the grain producers.

Mr. McNamaRra: I cannot see that it would increase the overall consump-
tion of grain within the designated area.

Mr. REGNIER: Your greater concern is to protect the farmer by selling at
lower prices. Is that the main concern? Or what is the real reason?

Mr. McNamARA: The major concern of the board is to merchandise grain
which the producers deliver to us to the best possible advantage. We regard
that as our number one consideration, and we should not let quotas or other
things interfere with our sales at all.

Our second responsibility is the equitable administration of the quota
system.

Mr. RecNIER: Have you any figures from the implement dealers or
merchants?

Mr. McNamara: We have no figures, and there is nothing in our records
to indicate it; but we do know that some of those dealers have purchased
grain from producers at prices well below our initial payment prices.

Mr. REGNIER: Would not some of them pay a higher price in order to make
the sale of a tractor? Would they not give the farmer a greater price than the
wheat board is paying?

Mr. McNamara: They might, but it would be up to them. I think the
information available in our office would indicate that some of the grain over
the quota has been purchased at prices well below what the board is paying,
but it would be possible as an advantage in selling a tractor to give the
purchaser higher prices.

Mr. REeNIER: Or in connection with the payment of a debt; they might
give a higher price?

Mr. McNamara: Yes, that would be possible.

Mr. REGNIER: You have no doubt about it?

Mr. McNamara: No.

Mr. GunpLock: A while ago Mr. McNamara was pointing out the prices for
which they sold grain to the feed mills. I think he said it was the initial
payx:lent. In other words, do you say that the feed mills bought wheat at
cost?

Mr. McNamara: No. If I said that I was in error. The feed mills which
are agents for the board, buy for our account at the initial payment price; and
when they wish to take delivery of the grain to put it into their plants, they
have to purchase it from the board. That is, we would sell it to them at our

regular market sales price, at the price we are selling it for any other market.
They pay that price.
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Mr. GunpLock: What is that charge?

Mr. McNamara: It fluctuates from day to day. I have it here. These are
yesterday’s prices.

Mr. GunpLock: Another question is in regard to this interprovincial
trading. I understood that the federal government or your wheat board is
interested in transportation, railroads, and one thing and another. Where is
the cut-off between the federal and the provincial control over interprovincial
trading, and how tight is it? I understand it is absolutely impossible today to
take a bushel of wheat across a provincial boundary.

Mr. MonNK: Section 32 of the statute reads as follows:

32. Except as permitted under the regulations, no person other
than the board shall

(a) export from or import into Canada wheat or wheat products owned
by a person other than the board;

(b) transport or cause to be transported from one province to another
province, wheat or wheat products owned by a person other than
the board;

(c) sell or agree to sell wheat or wheat products situated in one prov-
ince for delivery in another province or outside of Canada; or

(d) buy or agree to buy wheat or wheat products situated in one prov-
ince for delivery in another province or for delivery outside of
Canada. 1948, c. 4, s. 3.

Mr. GUNDLOCK: Previously you said that the railroads and others were
under government control.

Mr. Monk: I go back to the statute and say that the constitutional power
of the Dominion of Canada extends to interprovincial trading, railways, and
such things as may be declared for the general advantage of Canada—these are
the fields in which the dominion can legislate. The dominion has legislated in
the field of interprovincial trade and prohibited the movement of grain across
a provincial boundary unless such grain is owned by the board or permitted
to move by the board; that is, except as permitted under the regulations. The
regulations give the board power to grant permits, and there are no general
exceptions.

Mr. McNAMARA: In other words, it is up to the board whether they allow
it or not.

Mr. Monk: That is correct.

Mr. REGNIER: Suppose you have a corporation within a province. Could
it buy and sell freely? Could that corporation do that, or would its charter
prevent it from exporting?

Mr. MoNK: The position of these feed mills which are not agents of the
board is exactly as you describe.

Mr. REGNIER: You say they have to come within the board?

Mr. McINTosH: Has the board ever done that, and if so, under what cir-
cumstances?

Mr. Monk: Done what?

Mr. McInTosH: Acted under the regulations permitted?

‘Mr. MoNK: Yes, but usually with respect to seed products and special
varieties of seed that require to be moved from one province to another; and
there have been some cases under various circumstances where permission has
been granted to move.

Mr. McInTosH: What cases?

Mr. MonK: First, in regard to the movement of seed grain.

22631-6—3
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Mr. McNaMara: On a number of occasions when a producer was moving
from one province to another and wanted to take along his seed grain or his
carry over of grain, the board authorized that movement, from the farmer’s
own province to his new farm in another province; that is, with respect to grain
he had in store, his own grain. I remember instances where farmers moved
from Alberta to British Columbia and applied for the right to transfer some
of their own grain to their new farms in British Columbia, and the board
authorized it.

Mr. McINTosH: But once it was in British Columbia it would no longer
come under the control of the wheat board, because it would have been moved
out of your jurisdiction.

Mr. McNamara: No. The authorization which we gave was with the as-
surance that he was moving it to British Columbia for his own use and not for
resale. However, it was outside our jurisdiction once it was moved into a non-
designated area.

Mr. KinoT: Is there any way of following that up? I ask this because it
particularly applies to the constituency I represent, in southwestern Alberta,
where a good many farmers are unable to market all their wheat. Nevertheless
" in times past they have allotted a few sacks of wheat—that is, they have gone
to Creston to buy apples. Now, the apple farmer raises chickens and he likes
to have this feed for the purposes of his chickens. In other words, the apple
farmer likes eggs and chickens to eat, whereas the wheat farmer likes to eat
apples.

These regulations would prohibit any of that traffic across provincial lines;
and my question is this: is there any regulation or special dispensation which
these farmers could obtain from the wheat board to enable them to be within
the law and within the regulations in bringing about this exchange, or barter,
or whatever you wish to call it, of fruit for wheat?

Mr. McNamara: This raises the whole question of trading and domestic
business within Canada. I appreciate the problem in Alberta near Creston.
The board understands the approach by the producers in Canada who would
like to ship their grain to Ontario, which is one of our largest domestic outlets.

Producers who live near the interprovincial boundary have thought it
possible to market their grain within the United States, and they would like
to market it outside of the control of the board.

Producers within Alberta that have a feed market in British Columbia
would like to sell grain outside the board and without regard to our quota
controls.

Again, it is just a case of to what extent you should open up those controls.
We regard as a special problem this marketing outside the board, and we
regard it as the basis of competitive operation, because it is putting grain
into competition with board grain that we are endeavoring to sell.

I have the information on prices, and I will give you a few of the basic
grades on barley. No. 1 barley, basis Fort William, the initial payment price is
87 cents a bushel; and our selling price for No. 1 feed barley on April 29, on
Friday, was 963} cents a bushel.

For No. 2 feed barley, our initial payment price is 83 cents per bushel,
while our selling price was 953 cents per bushel.

On oats, taking again the two basic feed grades, the initial payment price
for No. 1 feed oats, basis Fort William, is 55 cents per bushel, while our selling
price last Friday was 76} cents per bushel.

~ No. 2 feed oats, initial payment price is 50 cents, and the board’s asking
price was 73} cents.

No. 6 wheat is another grade of feed. The initial payment price is $1.02,
and our asking price for No. 6, basis Fort William, was $1.478.

PP
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Mr. ForBes: These are the prices at which you sell to the feeders?

Mr. McNaMARA: That is right, on the basis of Fort William, and the initial
payment prices which we pay on them.

The CHAIRMAN: Gentlemen, the members of the board have a luncheon
engagement. So with your permission we shall adjourn now until 3:30 this
afternoon.

Mr. RippEL: Mr. Chairman, I am sorry, but I believe I gave the wrong
date in connection with the change from 20,000 to 25,000 lbs. for delivery to
feed mills. The change was made on July 30, 1957, instead of the date which
I previously gave.

Mr. McInTosH: I have a question which may require some time to answer.
May I ask it now?

The CHAIRMAN: Yes.

Mr. McInTosH: I want to know the number of permits issued for the
transfer of grain from the prairie provinces to other provinces, and the amount
of grain in each case?

Mr. McNamara: How far back do you want it?—to 1935? -

Mr. McInTosH: 1950 would be all right.

Mr. McNamARrA: It may take a little time to work out, but we will get
at it right away.

The committee took recess until 3:30 p.m.

AFTERNOON SESSION

MonDpAY, May 2, 1960.
330 pan.

The CHAIRMAN: Gentlemen, please come to order. I believe we now have

a quorum. :
When we left off before adjournment, Mr. Kindt was asking a few ques-

tions. We will now have Mr. Rapp.

Mr. Rapp: Mr. Chairman, I forget the question I was going to ask. But I
wanted to know if a feed mill applies for a licence, is there any restriction
or regulation as its size, its capacity, or its location, and so on. Is there
any restriction in this way?

Mr. McNamara: I think that your question should be directed to the
board of grain commissioners when they appear, because they have the
responsibility for licensing.

Mr. RaPp: You would have no idea? It would give us some information
if you know that, because we have some small feed mills in Saskatchewan,
particularly in the northern section, and I wondered if they would be able
to obtain these licences the same as the larger feed mills?

Mr. McNAMARA: Mr. Milner is present today and no doubt he will be on
the stand later on, when he can answer your question.

The CHAIRMAN: Now, Mr. Nasserden?

Mr. NASSERDEN: I am afraid that I am at a loss to remember where I
was.

Mr. JORGENSON: Well, I have a question.

The CHAIRMAN: No, Mr. Horner comes first.

22631-6—33%
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Mr. HORNER (Acadia): My question has to do with the subject of quota.
According to my understanding the feed concerns showed in a statement
that they were to some extent against quotas. There was a statement made
by a group, that they would like to see quotas removed, or that they could
buy additional quotas given to them; but I understand they are prohibited
under the present regulations from doing this.

My question is: are the feed concerns considered fully?

Let us say at one elevator delivery point I can see where it would be
very easy to determine the quota for that elevator, depending on the amount
of grain, and reports from that source. But at another delivery point, where
there was more than one elevator, and a couple of feed mills besides, does
" the wheat board receive many requests from feed mills, that they are not
able to buy more grain? Do they complain to the wheat board that they are
not allowed to buy more grain, and that the quota is not large enough?

How is their effect felt in the setup of the quotas?

Mr. McNaMARA: I should explain that, in the administration of the
quota policy, the board at the first of the year establishes a unit quota, a
general quota, regardless of the space available and the size of the farm.
We get reports from the elevator agents as to the space available and the
amount of grain delivered, so we are in a position at all times to calculate
what percentage of the quota has been delivered, and how much space has
been created at that particular market for a new quota.

When, in our judgment, the bulk of the old quota has been delivered
and there is space available to start a new quota, we increase it at that
particular point.

In relation to feed mill operations at that point, they take delivery of
grain from producers under the quota, and the quota is revised accordingly.
As the space becomes available we raise the quota at that particular point.

To my knowledge we have never had too much representation from
individual feed mills that the quotas should be raised, because generally at
most points in western Canada there has been enough grain available for
delivery under the regular quota to satisfy the local requirements.

I must tell you that in some areas I can understand there could be a
shortage of a variety of grain for feed mill requirements from time to time.

Mr. HornER (Acadia): Do all feed mills, whether they are agents or not
of the wheat board, have to receive deliveries according to the quota system?

Mr. McNaMara: Under the act they have to do so, but we do not get
reports from the non-agents. They do not have to report to us if they are
non-agents.

Mr. HorNER (Acadia): In order to get reports from them there would be
no way of doing this without making them become agents?

Mr. McNamagra: We have the right under our act to go in from time to
time and inspect their records to find out how much grain they are taking
from the producers in order to satisfy ourselves that they are taking it within
the quota.

Mr. HorNER (Acadia): But there is no regular inspection on unlicensed
farms?

Mr. McNamara: No.

Mr. McInTosH: I have a question along the same line. I understand Mr.
McNamara to say that the wheat board decides when the quota will be open.
How do you decide when it will be raised? Do you have certain key personnel
at the different points to inform you? i
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Mr. McNaMARA: Yes, at every station there is an agent who has been
selected. We call him a key agent. He has the responsibility of reporting to
the board and making recommendations.

In addition we get from every agent a market report weekly showing
the amount of grain shipped out. We do not necessarily' rely on the advice of
the key agent, because in some markets we find that one particular company
may be reluctant to see the quota increased until they are able to get more
space. So there are many times when the management of the board take into
consideration the overall space on the market, and we will increase the quota,
even though it has not been recommended by a particular elevator agent at
a certain point.

Mr. McINTosH: How are the agents selected, and who selects the key
agent at the different points?

Mr. McNaMARA: They were selected years ago under an appeal for scrap
iron or scrap metal; the companies got together and agents were appointed
in charge of the scrap metal campaign, and that has been carried on during
the years.

Mr. McINTOSH: Are the agents all selected from one particular grain
company?

Mr. McNAMARA: No, they are spread all over the industry.

Mr. McInTOsH: Does the board make any effort to rotate the key per-
sonnel at delivery points, and if so, how often or how long is it customary
to act in this capacity?

Mr. McNAMARA: We make no effort to change agents.

Mr. McINTOSH: Do the personnel have any particular duty in this regard
in establishing the liability of information received from the persons charged
with reporting of requirements for increased ‘quotas?

Mr. McNAaMARA: Our inspectors go around the country. However, when
a key agent makes a recommendation that is not in accordance with the
facts at the delivery point and is not supported by his competitors in the
market, our inspectors make recommendations direct to us, and we adopt
their recommendations over and above those of the key agents. But we use
the key agents as a basis for the report itself.

Mr. McINTOSH: How many times have you made the change?

Mr. McNAaMARA: Tt is not often. We find that some companies are reluctant
to see the quota go up, because their competitors have more space. So we
recognize the space on the market regardless of the position which the elevator
itself is in.

Mr. McINTOsH: Has it ever been established by the reports of the key
personnel that their recommendations are not submitted until they have space
available in their own particular elevator or elevators regardless of room
available in their competitors’?

Mr. McNamara: Yes, in some cases we have found that where a key
agent has been reluctant to recommend an increase, we have moved on our
own.

Mr. McInTosH: You say you do not allow these key personnel, but are
personnel or key people allowed to have a mutual undergtandmg they will
not request an increased quota until they each have a designated amount of
space available?

Mr. McNAMARA: That is right.

Then as to the question you asked before we adjourngd fgr 11_1nch, we
have telephoned to Winnipeg for the information, and we will give it to you
just as soon as it is available.
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Mr. KorcHINSKI: Where we find that elevators are filled up to capacity
and -at the same time we find that feed mills might have room for grain, or
perhaps require grain. In such a case, according to your information there is
no method, or no posibility of increasing a quota. Apparently you do not have
any information from these feed mills. :

I am sure the farmers would welcome an opportunity to sell even to the
feed mills, if they paid them a fair price, and so on. How do you determine
when you should move? Is it only when the elevators have their required
space in such a case? Have you ever had complaints from feed mills in such
instances?

Mr. McNamara: We look at the elevator space. That is our guide to the
. quota situation at the market, the deliveries, the shipments out and the space
available. In cases where there are feed mills who are not agents of the
board, we do not take their space into consideration in our calculations. But
to my knowledge I have no recollection of a feed mill applying for a quota
to be increased, because if a feed mill cannot get the supplies it wants, I think
it would indicate the quota position generally is good at the station, that most
of the farmers have delivered their quota. Do I make myself clear?

If, in a market, the feed mill at that market is not able to get the supplies
it requires within the quota, I suggest that would mean the deliveries under
‘that quota have been made pretty freely to the elevator companies and the
quota will be going up.

Mr. KORCHINSKI: But deliveries may have been made to the elevator
and may have congested the elevator, and at the same time there may be
some space, so there were possibilities of selling more grain to the feed
companies. In such a case, the farmers in that particular area are not at such
an advantage.

Mr. McNamara: If they have unfilled quotas, they can sell to feed mills;
but if—

Mr. KorcHiNSKI: Everything is filled up; you reach a point, say, of two
bushels in such a case of filling up the elevators, and yet they are not filling
up their feed mills. In effect, you should really increase the quota to three,
in such a case, because the feed mills would take up such space; but you do
not permit cars to go into that particular area. The feed mills cannot possibly
purchase because the quota is not up, and at the same time the cars carnot
come into that area. You see what the difficulty is.

Mr. McNamara: I think I would agree that there is a possibility of that
position arising.

Mr. KORCHINSKI: You have no—

Mr. McNamara: No, I have no indication of any case such as that.

Mr. NASSERDEN: As a result of your investigations of these feed mills
from time to time, have you had any indications that the mills in Manitoba
have suffered as a result of the quota, in so far as keeping their operations
going?.

Mr. McNamara: Yes, they have made representation to that effect to us
when we have met them. We have had several meetings with the feed mills
and their representatives, and this is part of the case they have presented to
us, that at times they have found it difficult to secure the type and grade of
grain that they want at that time because of our quota regulations.

Mr. NasserpeEN: Has that been confined more or less to Manitoba?

Mr. McNamMara: Manitoba and Alberta. It does not seem to be the same
problem in Saskatchewan. Of course, it is not such a heavy feeding area.

Mr. JorGENSON: Just before the lunch hour, Mr. Chairman, Mr. McNamara
gave us some figures on buying prices and selling prices. I will take wheat




AGRICULTURE AND COLONIZATION 39

No. 6 as an example. You quoted the price of $1.02 initial payment and the
selling price of $1.47 3/8. Can you give us a breakdown of where that dif-
ference comes in? How much is freight charges, handling charges, et cetera?
The full $1.47 is not returned to the farmer?

Mr. McNamara: No; from that we would deduct our expenses, the
operating expenses, to come the final price. I think the best example would
be in a previous year. We could indicate the price. We paid the $1.02 for
No. 6 wheat. We could give you the final return for the 1957-58 pool. I will
give you that figure in a minute. That narrows the gap. But I can say that it
would be roughly seven or eight cents a bushel, in the price. I will give it to
you.

Mr. RmpEL: If that represents the average during the period of the pool,
it could vary from a spread of 20 cents to 45 cents.

Mr. JorGENSON: I fully understand the board’s position as to getting the
best possible price for the producers. In other words, you are acting in the
interests of the grain producers.

I think you will also agree that we members here represent not only grain
producers, but feeders as well, and the problem that is arising right now is
one of the producers versus the feeders. Do you agree that forcing the feed
mills to buy through the wheat board is increasing livestock prices; would
that be a fair statement to make?

Mr. McNamara: I would question that. I would not like to give a con-
sidered opinion. I would say that if all the buying and handling was through
the wheat board, all the grain going into consumption would bear its share of
the wheat board’s charges. But to the extent that you allow grain to be
marketed outside the board, then that particular portion of grain is not carry-
ing its share of the cost of this administration.

Mr. JORGENSON: Is it not true that the trend today with most livestock
producers is to buy balanced rations, prepared rations, from the feed mills?

Mr. McNAMARA: Yes.

Mr. JORGENSON: And if they are compelled—as they are, through this
regulation—to pay a higher price, it would increase the cost?

Mr. McNAaMARA: Of course, I think that is true. We sell, as a board, in
Manitoba and Alberta—in the designated areas—at the same basic price that
we sell all over Canada, and the eastern feeder would argue, why should we be
making our feed grain available in the designated- area at a lower price than
we re selling in the rest of Canada.

Mr. JORGENSON: Is it not true, also, that in the west our main markets for
livestock are in the eastern provinces, Ontario and Quebec?

Mr. McNamara: And B.C., yes. The domestic market is our big market.

Mr. JORGENSON: Would it not naturally follow that they would be in a
better position to compete in eastern markets if feeders were able to buy more
feed at a lower price?

Mr. McNAMARA: Yes. Of course, I think this raises a question that I
suggested the committee should give consideration to, that I am personally
disturbed that if we legalize sales outside the board, or take steps to en-
courage the movement of feed grain outside the board, within the designated
area, at lower prices, then I would think that our consumers in other parts of
Canada would question as to why western Canadian grain should be sold at
the board price to them and why they should not have the right of dealing
direct with western producers and getting some of this cheap priced grain.

This has been raised before, and it is one of the things that concerns
me and which might well be undermining our whole market position for
forced grains, which is our domestic market. I would suggest that this is a
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phase of this problem that should be considered by the committee, the effect
of change in eastern Canada within the designated area. What the repercus-
sions would be within B.C. at the present time, of buying at the board price,
where they have no opportunity of securing their feed from western producers
at prices below the western price, I do not know.

Mr. BRUNSDEN: Perhaps that counterbalances any advantage the western
producer may have in buying there.

Mr. McNamara: I am inclined to agree with that. We do find, in talking
with some of our eastern customers, that they do think we are taking advantage
of them sometimes, regardless of the freight subsidy.

Mr. JORGENSON: Is there not a possibility of feeders in the western prov-
inces seeking alternatives for western grain, such as this American corn
which I understand is coming into this country?.

Mr. McNaMara: Yes, this is true, not only in western Canada, but all
over in our domestic market. I think we must keep our market competitive
with the price of corn and other substitute feedstuffs.

Mr. JORGENSON: In arriving at corn prices, do you take that into con-
sideration?

Mr. McNaMaRa: Yes, we watch corn. And, in regard to oats and barley, the
movement of these other foodstuffs into Canada has a bearing on the daily
prices that are quoted.

If I may give this figure to Mr. Jorgenson, for the 1957-58 wheat account,
the initial payment price for No. 6 wheat was $1.02 per bushel, as I told
you earlier. We made an interim payment of 10 cents per bushel, and a final
payment of 18.466 cents per bushel; so that the actual realized price for No. 6
wheat in that pool period, basis Fort William, was 130.466 cents per bushel.

Mr. ForBes: In connection with that point, would it not be reasonable
to sell grain to feeders say, at Winnipeg, at your price, less the freight to
Fort William? Why should they be penalized, so to speak, by paying the freight
price? :

Mr. McNamara: We buy basis Fort William, less freight; and we sell
basis Fort William, less freight.

Mr. ForBes: You do that?

Mr. McNAMARA: Yes.

Mr. NasserDEN: Mr. Chairman, before we leave this point I would like
to say that I think Mr. McNamara has made a very good point, and if there
was any relaxation of the regulations you would break up the entire quota
and wheat board system of marketing. There is no reason why a feeder in
western Canada should have an advantage over a feeder in any other part of
Canada.

Mr. BRUNSDEN: You better be careful what you say. Mr. Nasserden has
no feeders in his area, or he would not say that. ;

Mr. KinpT: There is one point which I would like to clear up. It follows
that the feed mill, which is not under contract with the board, must, of
necessity, buy from the wheat board.

Mr. McNaMARA: The feed mill that is not under contract?
Mr. KiNpT: Yes.
Mr. McNamara: No.

_ Mr. KiNpT: Must, of necessity, buy from the wheat board, he is not per-
mitted to buy from the farmer.

Mr. McNamaRrA: Yes, he can buy from the farmer.
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Mr. KinDpT: If he is not under contract with the wheat board.

Mr. McNaMaRra: He can buy from the farmer, but must buy within the
quota. He can buy from whomever he likes and at whatever prices exist. It
must be within the quota.

Mr. HORNER (Acadia): I have a question in connection with oats and
barley. During the past year I have myself had to purchase this from the
wheat board. Could you give us the percentage of oats and barley sold in
Canada through the wheat board, and that which is sold back to Canada?
I would like the percentage of total volume bought and total volume sold
back to the producers and feeders in Canada.

Mr. McNaMmara: Will you leave this with us for a few minutes? We will
see if we can obtain the information for you.

Mr. BRUNSDEN: Mr. Chairman, there has been some reference made to
complaints by the agreement mills with respect to the purchase of grain by
the non-agreement mills. I am impressed by the fact that the board is doing
a lot of work. Was this work inspired by a small volume of complaints, or is
the complaint one of great substance? Is it a sporadic thing?

Mr. McNAMARA: No. Going back to the amendment in 1950, when the act
was changed, feed mills were designated as works for the general advantage
of Canada. There was criticism from the mills who were agents of the board,
that they were being forced to buy at board prices and within a quota,
whereas the other mills who were not agents of the board were taking grain
over the quota, and they could not meet the competition. That is what was
behind the 1950 amendment. However, in recent years, the complaints we
have received are from the mills who are living up to quota regulations.
They say: we are quite happy to buy within a quota, if everybody else does;
but the board is not policing these regulations, and you should be policing
them further. And, secondly, the feed mills have made representations to
us, and pointed out, as it has been suggested today, that because of the boards
quota policy, we are restricting the natural development of feed stuffs—of
prepared feeds—and that we are holding back and stopping the normal
development in western Canada to the extent that it has been developed in
other parts of the world. We appreciated the point that has been made, and
that is why, in 1957, we put in the regulations in regard to exchanging and
allowing farmers to exchange for prepared feed, or to have their grain custom
ground, with supplements added. We have gone as far as our act will permit
us to, in meeting this problem, but it has not fully satisfied the feed mills.

Mr. BRUNSDEN: But you know you cannot police the non-agreement mills.

Mr. McNaMARA: Oh yes, we can.

Mr. BRUNSDEN: Within the quota.

Mr. McNAMARA: It is our responsibility, and not the provincial respon-
sibility, to police quotas. I believe I told the committee last year that unless
we have the general support of the producers for the quota system, we cannot
enforce it, as there are too many delivery points. We would need a police
force to completely enforce quotas. It is becoming a difficult problem and,
of all our administrative problems, I think the policing of these feed mills
would be most difficult.

Mr. BRUNSDEN: Still, with all due respect, you made my point—you can-
not enforce the non-agreement mill to come within the field of your pre-
rogative.

Mr. McNAMARA: I think we can, to a degree, but it would be difficult.
For a two-year period, when this question was being decided through the
courts, we refrained from policing it. As a result, it got out of control. At the
present time we are controlling it a little more effectively.
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Mr. FANE: I would like to ask Mr. McNamara why it is that the spread
between the actual value of grain, which a farmer or a feed mill buys from
the elevator, is so high. What I am trying to get at is that the price of oats,
for example, is- about 14 cents more than the initial payment on the oats,
when buying it back from the elevator. There is the interim payment, the
final payment, and a certain amount of storage. Why the extra 14 or so cents?

Mr. McNAMARA: It varies from year to year. These are the only final
figures I have in connection with the 1957-58 oat account. We paid an initial
payment of 55 cents a bushel for No. 1 feed oats: The final payment was 3.164
cents a bushel. Therefore, the total realized was 58.164 cents per bushel. In
other words, after taking the price at which we sold them, less operating
-expenses, the net result was a realized payment of 58.164 cents a bushel. Two
years ago the oat pool ended in a deficit. We paid out more than we realized.

Mr. Fang: Does that explain the extra 14 or so cents per bushel more
than the cost of buying it, or paying for it?

Mr. McNamara: No; you must remember the initial payment has no direct
relationship to the value of the commodity. It is a price which the government
agreed to authorize us to pay as a floor price. The return to the producer is
what we can secure for the grain, less our costs of administration.

Mr. NasserDEN: I think what Frank wants is a breakdown of those costs.

Mr. Fang: Yes; that is probably what I want more than anything else.

Mr. McNamara: We have those in our last year’s report. Would you wait

a moment, until I find it. I am reading, in part, from the supplementary report:
Throughout the duration of the 1957-58 oats pool there was a
continuous surplus of oats in commercial positions over and beyond
possible export and domestic demand. This fact not only affected the
selling prices for oats but also added substantially to carrying charges

paid by the pool. Total operating costs applicable to the 1957-58 pool,
including carrying charges amounted to $5,597,389.5, or 9.676 per bushel.

Mr. Fane: May I ask one more question?

The CHAIRMAN: Yes, Mr. Fane?

Mr. Fane: It may not be too relevant here, but it is just on the same
subject. Why is the final payment on lower grade oats and rejected oats high
enough to raise it up to what is paid for No. 1 feed, say?

Mr. McNaMara: Do you mean, why has there been a higher final payment
for lower grades than the No. 1 feed grade?

Mr. FaNe: It amounts to that, because it brings it up to the same price,
more or less.

Mr. McNamara: The fixed payment for the basic grade 2 C.W. oats is set
by the governor in council, and that becomes the floor price. The wheat board
recommend what it should be for the various other grades. At the beginning
of the crop year you are not sure of the quantity of lower grades that are
‘going to come into the pool. We are quite conservative in our spread, in the
first instance, but we market oats to the best possible advantage. If we can
sell at a narrower spread, we do so; and in recent years we have been able
to sell off-grades at narrower spreads than initially provided, and that enables
us to make higher returns to the producers. This cannot be done every year,
and a lot depends on the market possibilities and the value of the off-grades
that come into the pool.

» Mr. FANE: You do not average what you get for off-grades and what you
get for higher grades?

Mr. McNamagra: There is a separate pool for each grade of grain.
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Mr. FANE: The final price for the lower and rejected grades is worked out
according to what you get for those grades?

Mr. McNamaRaA: Yes, based on our sales experience.

Mr. HOrRNER (Acadia): I asked Mr. McNamara this morning whether the
wheat board thought these 122 non-agreement feed mills should be forced,
or should be made to take out an agreement with the wheat board; and I think
your answer was, ‘“Not necessarily”’—you did not really think they should be
made to. .

Are any of these 122 non-agreement plants large concerns who would desire
to ship outside the province in which they operate?

Mr. McNamara: Yes, some of them are.

Mr. HorRNER (Acadia): Would it not be to their advantage to take out
the agreement then?

Mr. McNaMARA: That would be up to them. If I left the impression
this morning they should be enforced, I did not mean that. I meant I did not
think we should force them to be agents of the board, but I think they should
be expected to and we should force them to live up to quota regulations.

Mr. HOrNER (Acadia): I am sorry, that is the impression I got.

Another question I ask is: Why do not some of these take out an agree-
ment and become agents of the wheat board, if to some extent it would be an
advantage to them? ‘

Mr. McNAMARA: Many of them do. I think the larger feed mills in western
Canada are agents of the board, though there are still some fairly large ones
that are not. It is up to their choice.

Mr. HorNER (Acadia): Would there be any other advantage of not joining,
other than the fact they maybe can buy their grain cheaper, or are they not
allowed to?

Mr. McNamara: If they are agents of the board they must buy at board
prices.

Mr. HOrRNER (Acadia): If they are agents they must buy at board prices,
under quotas?

Mr. McNamaRra: Yes.

Mr. HorRNER (Acadia): And if they are non-agents they can buy at any
price, but still under quotas?

Mr. McNamARra: Yes.

Mr. KorcHINSKI: I was going to ask the same type of question as Mr.
Horner asked.

Mr. Monk: If they are not board agents and the quota is enforced, the
inducement to sell to them at less than board prices is probably removed, and
they would be unlikely to be able to buy at less than board PI‘_ICES- '

Mr. HorRNER (Acadia): If the board enforces this regulat‘zlon in a given
period of time, or eventually, they will be buying at board prl.ces? .

Mr. Monk: Yes, because if a farmer has grain to sell there is no reason, if
he can only sell within the quota, why he should sell at any less than he can
get from the board. . i

Mr. HORNER (Acadia): There is the desire sometimes, on the part of some
farmers, wheth?er(rightly )or wrongly. The quota is not large enough and they
want to sell and, perhaps against the regulations, they do sell.

Mr. JORGENSON: If a farmer has more grain than he has storage space for,
would he not then, in lieu of building additional storage, at some expense to
himself, be better off if he were able to sell this grain to a feed mill and get
it in storage and off his hands?
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Mr. McNamMara: Yes, if he can sell over his quota.
Mr. Riddel has some of these figures that were asked for earlier.
The CHAIRMAN: Those figures were asked for by Mr. Horner.

Mr. RippeL: I take it what you are interested in is the grain handled by
the board, how much of it goes into export, and how much into the domestic
market. You were dealing with oats and barley only.

In 1957-58 the board handled 60 million bushels of oats, and of that
quantity 26 million were exported, leaving 34 million, roughly, going into the
domestic mafket.

In barley, in 1957-58, 117 million bushels were under administration by
the board, and of that quantity 75 million were exported, leaving 42 million
disposed of in the domestic market.

Mr. HorNER (Acadia): To follow up that same question. You say, “dis-
posed of.” Was that disposed of, or is some of it still in storage?

3 Mr. RippEL: Some may have been carried over from Qhe previous
pool and some carried into a later pool, but I think the one practically offsets
the other, in so far as they are concerned.

Mr. HOrNER (Acadia): What was the total of the barley, again?
Mr. RIDDEL: 117 million bushels.

Mr. JORGENSON: Would that quantity of grain in the domestic market
disappear into the province of origin, or across Canada?

Mr. RIDDEL: That would disappear into the domestic market, through
commercial channels. We could also take a look at other statistics which
show a much larger picture in so far as supplies are concerned.

For example, in 1957-58, from carry-over in the commercial field and on
farms, and production, the total supply of oats in Canada amounted to 606
million bushels. Of that quantity it was estimated by D.B.S. that 286 million
disappeared on the farms; that is, it was fed on the farms. 39 million dis-
appeared through commercial channels; 26 million disappeared into export
channels: and 155 million was carried over on farms and in commercial
channels.

It is much the same in so far as barley is concerned. The total supplies of
barley were 358 million. This takes in the whole of Canada, eastern Canada
as well as western Canada. 123 million disappeared on the farms. 37 million
disappeared through commercial channels, in the domestic market; 80 million
were exported; and 118 million were left for carry-over on farms and in
commercial channels at the end of the crop year.

Mr. JorGENSON: Your jurisdiction is only within the prairie provinces, and
you have no control over prices feeders pay in the province of Ontario and
Quebec?

Mr. McNamara: Do you mean for domestic grain?

Mr. JorGENSON: Their own production?

Mr. McNamara: Yes, that is right.

Mr. JorgeEnsoN: Then they do have the right to buy feed outside the
board’s jurisdiction?

Mr. McNamaRra: Yes.

Mr. JorGgENsoN: In these provinces?

Mr. McNamAara: Yes, that is right. The local grain is produced outside

the designated area, outside our control, and can be sold by them at any price
they like, to anyone.

Mr. JORGENSON: Have you much idea how much corn is coming into
Canada from American sources?
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Mr. McNamAaRA: I cannot give you a figure offhand, but that is published
by the board of grain commissioners, how much corn is moving into Canada.

Mr. JORGENSON: Perhaps Mr. Milner might obtain that for us.

Mr. McNAamARra: Yes.

Mr. KinpT: I think probably we have talked enough about this that we
may now summarize. The 122 feed mills especially, and perhaps the others
as well, want to buy direct from the producer and in all probability drive a
harder bargain, get this grain cheaper and buy it outside the quota. I
obtained my information directly from the brief of the mill feed operators
and I take it that my statement is in essence their position.

In analyzing that statement, it boils down to this. I remember the time.
the wheat board was set up. I helped to write the Wheat Board Act. My
understanding of the things we talked about at that time is that they had
their bearing on giving the wheat board a complete monopoly in selling
their wheat so that they would not be plagued with the individual, like the
old grain trader, going to the farmer and being able to bargain with him as
an individual. They wanted a central selling agent. That is what we set up.
The mills are directly at cross purposes to that objective of the wheat board.
If their policy was put in effect there is no doubt that we would be putting a
foot in the door, opening the whole thing, and it would smash the pricing
system of the wheat quota.

Furthermore the only objective on the part of the mills is to buy this
wheat cheaper and be able to carry on their integrated feeding operations
which is not in line with the—

The CHAIRMAN: I believe you are getting off on a statement such as I
refused Mr. Argue to make this morning.

Mr. ARGUE: You would not even let me ask a question this morning.

The CHAIRMAN: We can take this up after we finish hearing the witnesses.

Mr. ARGUE: Mr. Chairman—

Mr. KinpT: I have the floor. Mr. Argue will have it later.

Mr. ARGUE: Mr. Chairman, on the point of order you have raised, I would
suggest that the practice of our committee has been to allow a member in
putting questions to make what might be defined as a short statement. The
rule comes into effect when a statement is lengthy. I think the statement so
far is within the rules of the committee.

Mr. KINDT: If there is any other statement longer than that of the member
for Assiniboia I have yet to hear it.

Mr. ARGUE: I am on your side. Why be in heat?

Mr. BRUNSDEN: I take it these gentlemen who are here before us are
here to give us information. I suppose there will be another group or perhaps
several groups here to give us information. I am not Pl'epared_ to lay down
what I think about the outcome at this stage. I believe that is t%le job for
the committee after the witnesses have appeared.

The CHAIRMAN: Yes. R g

Mr. JORGENSON: Absolutely. Our purpose here is to obtain information.

The CHAIRMAN: Yes. Then the individual members of the committee will
give their own opinions.

Are there any further questions. ;

Mr. KinoT; May I ask Mr. McNamara this question: is it not true that the
wheat board regards the entire domestic market as a very inelastic market
and there is just so much of a market there. If the grain is not sold by the
wheat board and part of that market is taken up by somebody else, it denies
the wheat board that portion of the market due to the inelasticity of the
demand for wheat.
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Mr. McNaMARraA: I think I would agree with that except for the reservation
that we must always watch the importation of other substitute feeds and
cannot allow ourselves to price ourselves out of this important market. We are
very conscious of domestic requirements and mean to keep Canadian grain
in the market. We always watch the importation of substitutes such as corn
for barley.

Mr. KiNDpT: As a policy of the wheat board you take that into consideration
at all times.

Mr. McNAMARA: Yes.

Mr. NASSERDEN: - Since I cannot make a statement, may I ask a question.
Do you not think the instructions under No. 7 here give the feeders every
opportunity if possible to secure grain where they can get it, and get it ground
into feed or mixed with supplements.

Mr. McNaMaRrA: That was the purpose of the instruction and it was made
after representations which had been made to us by the feed mills. At that
time we went as far as we could under the provisions of the act in an en-
deavour to cooperate with them. I think the feed mills will admit it has been
helpful but they say it does not go far enough.

Mr. NASSERDEN: It seems it should meet the needs of the feeders. If I
were a feeder I could get almost any quantity I want ground and mixed.

Mr. McNAMARA: In so far as the board is concerned, although we have
had representations made to us by the industry, they have been very frank
with us and have kept us posted. We have not had the same representations
by individual producers for a relaxation of our control. In no area have the
producers or the feeders indicated that our policy was making it difficult for
them to secure their feeds.

Mr. KinpT: On the contrary you have had very violent support for the
position of the wheat board in the policy they are pursuing.

Mr. McNaMmARA: The criticism is we are not enforcing our regulations
enough. We have been criticized for not enforcing our regulations.

Mr. HorNER (Acadia): Who has criticized you for that?

Mr. McNAMARA: Various farm organizations and individuals have brought
it to our attention.

Mr. ArcuEg: I have a general question.

Mr. Cap1ev: I know of a feed outfit which does a good deal of preparation
of feed. This is what they give as an illustration:

In 1959 we bought No. 1 feed barley from a grower and paid him
the initial of 712 cents per bushel. Before we were permitted to use the
grain we had to pay the board 123 cents—a total of 841 cents—but the
board was buying the same quality of barley at the same initial payment
of 712 cents. Add to this the final payment of three cents or a total of
.74% cents and the difference is 94 cents a bushel or $3.99 a ton.

This was drawn to my attention. This outfit prepares quite a lot of feed for
small livestock producers. Why should he have to pay 9% cents more than is
paid by the board? ‘

Mr. McNamara: I endeavoured earlier to explain this in the case of
oats. The initial payment price we pay is the floor price we guarantee at
the time of delivery. It is not related to the actual value of the grain. The
price at which we sell to feeders or any other customer is the selling level.
The final price is determined by taking our gross selling price less the cost
of administration, including carrying charges.
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In the case of oats in the 1957-58 pool it amounted to 8 or 9 cents per
bushel. It would be the same case in respect of barley. I can give you the
actual figure on barley. I do not think barley was quite as high. We do not
have the same carrying charges on barley. Quoting from our report:—

“The principal item in operating costs was carrying charges which
amounted to $4,862,703.43 or 4.177 cents per bushel on producers’ deliveries to
the pool. Interest and bank charges amounted to $12,048.46. Diversion charges
on barley shipped to thé Pacific coast for export amounted to $145,983.90. At
the same time freight recoveries on these west coast shipments amounted to
$697,299.28. Drying charges, and brokerage and clearing association charges
were $21,496.90 and $12,874.69 respectively. Administrative and general ex-
penses amounted to $502,567.19 or .4317 cent per bushel on producers’ del-
iveries of 116,405,633.9 bushels.

Net operating cost applicable to the 1957-1958 barley pool were
$4,860,375.29.”

The total charges on barley were not as heavy as on oats due to the
storage factor because we carried larger stocks of oats. :

This trend has been reversed this year. The quantity of oats that has been
delivered to the current pool, carried in commercial position, is much below
what it was in this last pool.

Mr. ARGUE: The discussion we have been having centers around whether
or not steps may be taken to weaken the control of the Canadian wheat board
over the orderly marketing of grain as it applies to feed mills.

I would like to see the committee in discussing this question also consider
—as I am sure we are doing—how the position of the board might be
strengthened even beyond that which it is today, so that the board might be
able to do a more effective job in the orderly marketing of grain.

I wonder if Mr. McNamara would care to tell the committee whether he
feels that the powers of the board, after grave decision, are fully adequate,
or if the board in its judgment feels that parliament should give to it addi-
tional powers, or whether there should be greater cooperation by the
provinces. ‘

I am very much in favour of the wheat board system of marketing grain,
and I would like to see this authority maintained, and, if it is needed, ex-
tended. I wonder if the committee might have the views of the board on this
particular question.

Mr. McNAMARA: That is a very difficult question to answer.

Mr. McINTosH: Is this just in regard to feed mills, or does it have gen-
eral application to board policy, Mr. Chairman?

The CHAIRMAN: It is in connection with feed mills, I presume.

Mr. ARGUE: This has to do with the quota system and the things we have
been talking about, such as the delivery of grain to machinery dealers and
so on.

Mr. McNaMARA: It is pretty hard to separate a particular question from
a general question. The question is related to feed mills; but I would say
that I think we have the legal authority under our act to enable us to enforce
the quota regulations. But at the same time, as I indicated previously, I
think we have to have producer support of this policy for us to do an
effective job.

If you would not mind my drawing on an illustration, it bgcomes something
like prohibition; if the public is not for it, then it is very difficult to enforce.

I have been concerned in recent months at the attitude o§ some producers
who advocate quotas and indicate that they want us to administer them, yet
some of them seem to be taking advantage of opportunities themselves.
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If this trend develops, I am afraid that the board possibly is going to
have to revise the quota system. I have no suggestion as to how it could
be made more effective, but I am concerned about the situation which appears
to be developing in western Canada, where they seem to be starting now to
get over the quota deliveries.

Mr. ARGUE: Is there anything the provinces can do? There was some
discussion about provincial jurisdiction.

Mr. McNaMARA: I think if the provinces enforced the legislation which
they have enacted, it would ease our problem with respect to quotas.

Mr. ARGUE: Have you approached any of them in this respect?

Mr. McNamara: No, we referred to them  incidents which have been
brought to our attention, where it would appear from our reports that their
regulations are not being lived up to. But to my knowledge none of the
provincial governments has taken any action in regard to these cases. In
other words, they have not endeavoured to enforce their legislation in any way.

Mr. ARGUE: Have you ever considered visiting the three provincial gov-
ernments and sitting down with their representatives to discuss this question?

Mr. McNAMARA: We have discussed it in the board. ' The general view of
the board is that probably it is not our field to be making representations to
provincial governments on what their policies ought to be, or what steps they
ought to take to enforce their own legislation. We bring violations to their
attention, but we doubt if it is within our scope of responsibility to suggest
the action they should take in regard to their own legislation.

Mr. McINTosH: I shall save my questions until the board appears before
us next week.

Mr. Rapp: From what Mr. McNamara has just said, we gather that the
board would like to see their hands strengthened instead of having some
of these regulations relaxed here. Is that not right? Or would you prefer
to see it go the other way, and not infringe on your powers to implement
the Act as it is now?

Mr. McNamAara: Let me put it this way: I believe as a strong supporter
of this type of marketing that the quota system is very necessary in order
for us to control the intake of grain and to see that the grain required is in
the right position at the right time. I think that delivery quotas are an essential
part of this type of marketing. Therefore I would like to have the cooperation
of the producers under the quota system, and have it fully lived up to,
because I believe it would certainly facilitate our operation. But whether or
not we need further power from parliament, I am not prepared to say.

Mr. Rapp: You would not want to have any of your powers relaxed?
Mr. McNamara: No.

Mr. Pascoe: Following up the question of provincial legislation further:
you have told the committee that from the way the quotas are going in the
west, you thought that the provincial governments should do more now. I
am not quite clear on what regulations they have. How could they enforce
quotas better?

‘Mr. McNamara: Perhaps Mr. Monk might deal with your question.

Mr. Monk: Provincial statutes were passed requiring persons to sell to
the board. But there are certain exceptions. One of them is feeders; they may
sell to feeders. We know, and we have had examples here, of sales to imple-
ment dealers, and to various other companies that have received it.

As far as the actual enforcement of quotas is concerned, that is a matter
for the dominion government and for ourselves, and we are taking steps to
enforce them. We have enforced them against the elevators, and we are
taking steps now to enforce them against the feed mills.

|
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As far as the feed mills are concerned, we have had a period of two years
when the two test cases were going forward through the courts, and they
have ultimately been decided in our favour. So we have only recently com-
menced enforcement against them.

There are some problems of enforcement against feed mills which are
somewhat different from enforcement against elevators. At the present time
we have sufficient power to enforce them, and we are proceeding on the basis
that this is so, and we believe it is.

Once we have been working for a year or so we will know if there are
any loopholes in our regulations or in our act. But at the present time we do
not know of any. I think that is a fair statement. Experience will show us.
I may say we are meeting some resistance. Probably it is quite natural, under
the circumstances.

Mr. JORGENSON: A resistance from whom—the producers themselves?

Mr. MoNk: We requested information as to quotas, and we have not yet.
got it. We have requested information from feed mills as to who has delivered
to them, the amounts of grain that were delivered, and when it was delivered,
and some of the mills have refused to give it to us. We are in process of
considering that matter.

Mr. Capieu: I have a question which I wish to follow up, on the other
question I had and on which I was interrupted. A firm brought this question
to my attention. It is a bonded firm, paying $3,000 a year for the bond, and
I think they have got a logical complaint when they were charged, as I
pointed out, 93 cents over what the wheat board paid. And yet they see
many people in their district—retail businessmen—selling all kinds of other
things and paying much below the price. And this is going back to other
users of feed who have been selling washing machines and television sets.

This is a bonded firm, and they are running a good business. They are
very much hurt about this. I can understand their position. While I certainly
do not want to do anything to destroy the wheat board, I really do believe
they have a logical “beef”.

Mr. McNamarA: I can appreciate the problem of a legitimate firm that is
buying these feed supplies from the board at our regular asking price
and, at the same time, seeing others who are not so engaged—I am not sug-
gesting feed mills, but implement dealers, television people—securing supplies
of grain from farmers at distress prices well below the market value. But
that is outside our control, because if that sale is within the province and the
grain that is purchased from the farmer is not delivered into commercial
facilities, but is fed, it is legal under our act and we cannot do anything
about ' that,

Mr. MoNK: It is outside the scope of our act. It is within the provincial
jurisdiction. That is exactly the type of thing that I meant could be met by
enforcement of the provincial statute in that respect.

Mr. KORCHINSKI: The wheat board is apparently interested in_ tightening
the regulations affecting the quotas, and in this case the feed ml}ls will be
affected so as to register any sales to the feed mills in every permit book.

Would that still not leave—as was mentioned here earlier—implement
dealers and a few other avenues whereby you still will not have control over
the quota in each area? You will still have a loophole_ there. _Even though
there is a provincial regulation, the fact is that there still remains a loophole
in there; is that right?

Mr. MoNK: The scheme of control is based upon the constitutional problem
that exists in Canada; namely, that the dominion government cannot pass
laws controlling sales wholly within a province that do not use railways or
commercial facilities. As far as sales to implement dealers and the like are

22631-6—4
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concerned, if the provincial legislation was enforced, they would be forbidden,
which would obviate that loophole.

As long as the provincial legislation is not enforced, the loophole remains.
There is no way that the dominion government can control that loophole.

Mr. KorcHINSKI: Could you suggest any reason, outside of the fact that
there would be too many people affected, why the provincial authorities are
reluctant in enforcing it?

Mr. ArRGUE: Would it be possible for the wheat board to lay a complaint
against an implement dealer for having contravened a provincial act, and take
that dealer to court? I am no lawyer, obviously. Can you lay a complaint and
take the party to court?

Mr. MonkK: Any person could lay a complaint; but we -believe that a
dominion incorporated body, an agency of the dominion crown, should not
enter into the enforcement of a provincial statute.

That has been the policy, I believe, of the government for some years,
not only with respect to ourselves, but any crown corporation.

; Mr. ARGUE: But you are not saying you do not have the 1ega1 right
to do it?

Mr. Monk: I think we probably have the legal right to do it. I think it is
governed by over-all policy.

Mr. ARGUE: You mean, if somebody steals something from the C.N.R., and
it comes under dominion jurisdiction, they just say, “That’s fine. We have
lost it—too bad!”?

The answer to my question, however, is that the board could, but for other
reasons has deemed it inadvisable to do it.

Mr. KinpT: I have a question on Mr. McNamara’s point that quotas were
for orderly marketing. There is another blade to that sword, and that is
production.

Quotas are extremely important in controlling production. That point was
not brought up. Would you like to make a statement on that?

Mr. McNamagra: I feel q}lite strongly on this. I think I reported to the
committee last year that I think the policy Canada has adopted, through the
board, under the quota system, of having surplus grain that cannot be marketed
remain on the farm, has been a very effective control of acreage—much different
from the policy that has been employed below the line. I think this has been
one of the reasons why the Canadian acreage has been held quite constant, and
it has been a very effective policy of the government in this regard.

Mr. NasserDEN: The policy of the board is to treat every buyer in the
same way, is it not?

Mr. McNaMmaRra: That is right; we have one price for all buyers, regardless
of the quantity they buy.

Mr. NASSERDEN: If you buy from a farm in Saskatchewan, it may be the
same price as if I had a farm in Ontario, to buy a bushel of barley or oats?

Mr. McNaMmARra: Yes, at the basic ports. We base our prices on Fort
William. The man in Ontario would pay the Fort William price, less the freight
assistance which he receives from the federal government—I will start over:
my colleagues say I have got mixed up here. I meant to say that the man in
the east pays the Fort William price, plus freight, less freight assistance from
the government. The man in Saskatchewan pays the Fort William price, less
the freight in Fort William. But the basic price is the same for all.

Mr. NASSERDEN: In other words, the problem is to bring these fellows that
are working outside of that price into line, if it is possible?
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The CHAIRMAN: Are there any further questions, gentlemen? If not, we
will call on the board of grain commissioners. Have you any explanation to
give, Mr. McNamara?

Mr. McNAMARA: No, except that we have an outstanding question from
Mr. McIntosh. If we have it before we leave here, we will give it to you.
If not, I will see it is in the hands of the chairman and made available to you.

Mr. McInTosH: I have one more question. Perhaps you could find the
answer to it by that time too.

In the case of a complaint being lodged with you by an individual or an
elevator agent at a certain delivery point, where he feels he is not getting
a fair shake from your inspector or from the key personnel we were talking
about, have you any cases on record where there has been an adjustment
made; or cases on record where you have had a complaint and no adjustment
made?

Mr. McNAMARA: I am not sure, Mr. McIntosh. I do have in my memory
an incident in Saskatchewan, where not only the key agent, but our inspector
who went in there either was misinformed or the information was wrong
and we raised the quota. Subsequent investigation by another inspector
resulted in the transfer of that inspector, and we rolled the quota back,
because obviously the information given to us was wrong at that time. But
that is the only direct instance that I know of.

Mr. McInTOSH: Previously you said that you had inherited these agents,
those who had purchased scrap metal during the war.

Mr. McNAMARA: That is right.

Mr. McInTosH: Have there been many changes in the personnel that you
have?

Mr. McNamara: No. Basically it has just been a change in the personnel
at the individual market. If the man happened to be the agent for the Pioneer
Grain Company, the Pioneer Grain Company still continued to assume that
responsibility, although they may have changed their local agents. But there
have been a few cases where representations have been made to us, we have
discussed it with companies in the market, a transfer has been made and
another company employed as key agent, because probably that one did not
want to continue any more to take that responsibility. But it has been
worked out in agreement with the companies.

Mr. McInTosH: But there has been no perference given to any one of the
companies?

Mr. McNamara: No.

Mr. JORGENSON: The discussion has gone on around feed millg generally.
My question is, there are feed mills in those areas that are deﬁmency‘ grain
producing areas, and regulation seven does not apply to them, because it only
applies to those people who produce enough feed for their own use; then
they are able to bring their own grain in, have it ground and taken back fco
the farms. But the problem that has developed is where the feeders are in
short supply of grain, and this regulation would have no effect on .them.

Would it not be possible to relax the regulations as thgy apply in quotas
to feed mills and to apply some regulations as to price, which might discour-
age bootlegging in regard to implement dealers, et cetera?

Mr. McNAMARA: This is possible, although I do not see how the board
could enforce price when the mills are not buying .for.our account: When the
mills have an agreement with the board and are issuing our certificates 'and
debiting us with the money for purchases for our account, we can. But just
how we would police the price being paid by non-agents of the board, when
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those records do not become available to us and the duplicate cash books and
producers’ certificates are not sent in to us, I do not know.

In a recent meeting the representatives of the feed mills suggested that
the feed mills would be prepared to pay at least the initial payment price—
not our full market price. This would still be, in most instances, below the
initial return that we make to the producers. But I do not know how we
could police that, to be frank with you, Mr. Jorgenson.

Mr. JorGgeENsoN: It would be just as difficult to police as the quotas?

Mr. McNamaRra: I am afraid it would. I would like to say, Mr. Chairman,
that we have tried to put the facts before the committee. We are going to be
‘very interested in the other submissions that are made to you. We will be
watching those submissions with interest; but if at any time during the course
of the deliberations, or at the conclusion of the deliberations you would
like information from the board, we will be very pleased to come back and
again explore this situation with you.

Mr. KinpT: Mr. Chairman, there was one word that was used that I would
like to comment on. There was reference that sales to television and machine
companies made them bootleggers. In a sense, that is a three-cornered transac-
tion, and I had a lot to do, at one time or another, with that type of transacion.

A machine or television operator will not take wheat in for trade until
he has sounded out an opportunity to sell and to turn that wheat over
immediately to a feeder. In many cases the wheat is simply delivered by the
producer directly to the feeder and the machine company comes in between,
makes a sale of his machinery, and everybody under the barter transaction
comes out ahead.

I do not think it is quite right to say that it is a bootlegging transaction.
It is a logical development that works very nicely down at the local level.

Mr. McNamara: On that point, Mr. Chairman, I would agree that I would
not call the type of transaction referred to as bootlegging. But unfortunately
some of these dealers, when they take delivery of the wheat, are then going
around and finding farmers who have used up their quota, or who have no
grain to deliver of their own, and are arranging for the grain they have taken
in exchange for the television set to be delivered against the farmer’s permit.
That grain comes back into commercial channels at the expense of the regular
quota. That is what I mean.

Unfortunately, there is more of that developing all the time, and this
is what gives me concern.

The CHAIRMAN: Gentlemen, I am sure we have received a wealth of
evidence from the members of the wheat board. We very much appreciate the
fact of their being here with us and presenting their case so magnificently to
the members of this committee. We may take you up on your offer at some
future date.

We have now before the committee Mr. Milner, chairman of the board
of grain commissioners, and Mr. MacLeod, secretary. I understand that neither
Mr. Milner nor Mr. MacLeod has a prepared brief to present to us today. They
are, more or less, the policemen, and I will call on Mr. Milner at this time
to address you. After he has done so you may ask questions.

Mr. JORGENSON: Mr. Chairman, I was wondering if Mr. Milner is prepared
to give us an outline of the duties of the board of grain commissioners. It
would be helpful if it appeared on the record.

Mr. R. W. MILNER (Chief Commissioner, Board of Grain Commissioners for
Canada): Mr. Chairman, I should say that the duties of the board of grain
commissioners are very wide, and I do not believe it would have anything
to do with the operation of feed mills. However, I will tell you the duties with
respect to mills, which is the matter before the committee. Actually, I really
do not know why we are here, other than to answer some questions.
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I notice today that someone suggested that inasmuch as we did the
collection of the P.F.A.A. that we could give you some information on that
which came up in the course of discussion. I will be glad to answer any questions
that you ask.

It would take me some time to explain all the duties of the board of grain
commissioners.

Mr. ARGUE: It is the enforcement of the Canada Grain Act.
Mr. JORGENSON: Your job is the enforcement of the Canada Grain Act?

Mr. MILNER: Yés. I will be glad to answer any questions which are put
to me.

Mr. JorGENSON: Well, that is what I wanted.

The CHAIRMAN: Gentlemen, have you any questions you wish to ask of
Mr. Milner? I hope you will stay within the terms of reference.’

Mr, HOoRNER (Acadia): Mr. Chairman, I did not intend to lead off, but my
question concerns seed plants, and the licensing of them, and feed plants, and
the licensing of them, and why P.F.A.A. do not collect on them.

Mr. MiLNeR: That is due to the amendment of the P.F.A.A. which reads
as follows:

Notwithstanding the provisions of the Canada Grain Act, a levy
of one per cent shall be deducted from the purchase price of all grain
purchased by or through the managers of licensed country elevators,
licensed grain dealers, licensed track buyers or licensed commissioned
merchants and, unless previously deducted by such licensees a levy
of one per cent of the purchase price shall be deducted on all grain
purchased by the managers of mills and licensed terminal elevators,
and transferred to the board of grain commissioners for Canada, as
hereinafter provided.

We are not permitted to collect it from any person who is not licensed
by our board.

Mr. HorNER (Acadia): In other words, agents of the wheat board, who
operate feed mills, do have to deduct the one per cent levy?

Mr. MiLNER: Not unless they are licensed by our board.

Mr. HorRNER (Acadia): Could they be agents of the wheat board and still
not licensed by your board?

Mr. MILNER: Yes, they could be.

Mr. ARGUE: Are there any in that category?

Mr. MiLNER: I do not think so. It certainly is not a general thing. I cannot
think of one at the moment. ;

Mr. HORNER (Acadia): In connection with this same point, in some instances
there are agents of the wheat board who operate a feed mill. They will take
grain, audit it through their feed mill books, and not deduct the P.F.A.A.
payment. Yet, they will be agents of the wheat board.

Mr. MILNER: Yes. . .
Mr. HorNER (Acadia): Would that not be a violation of some kind?

Mr. MILNER: No. I have taken this matter up a good many times with the
Department of Agriculture, under whom P.F.A.A. comes. I have shpwn them
where they are losing a lot of money by this thing you are talking abou.t.
Take, in rapeseed alone. A person who is a licensee of our board, and handles. it,
must have the one per cent levy. Some person runs around the country, buying
it, and not licensed by our board; he does not have to deduct the one per cent
levy. The licensees of our board are complaining to us that. they do .not kno\.v
why they should have to deduct it when some person, who Is not a licensee, is
getting away without having it. Also, it refers to seed grain.
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Mr. HOorRNER (Acadia): In connection with this same problem, I have a
particular firm in mind, which is an agent of the wheat board. They are buying
feed grain, seed grain and grain for the wheat board.

Mr. MILNER: Are they licensed by the board of grain commissioners?

Mr. HORNER (Acadia): I am pretty certain that they are. I do not want
to mention the names of any firms, but I am certain they handle those three
commodities—seed grain, feed grain and grain for the wheat board; and yet
when they come along to buy seed or feed grain they still purchase the grain,
weigh it over the same scales, but audit it in their feed mill operations and
do not deduct the P.F.A.A. payment. Now, this seems to me a kind of a technical
point, but still a point about which I am concerned.

Mr. MILNER: If there was a producer’s certificate issued there would have
to be a P.F.A.A. deduction.

Mr. HorNER (Acadia): With seed grain, is there a producer certificate
issued? ;

SoMmeE HonN. MEMBERS: No.
Mr. HorNER (Acadia): There is the hook-up.
Mr. MILNER: Seed grain does not come under the Canada Grain Act.

Mr. HorNER (Acadia): Well then, in the case of feed grain, they would
not have to issue a producer’s certificate either.

Mr. McNamARA: If they were an agent of the board, yes.

Mr. ForBeEs: I have a very good question to pose at this time. Licensed
seed operators are required to collect P.F.A.A. of seed grain they handle; on
the other hand, you have a lot who are not licensed and they do not collect
PF.AA

Mr. MiLNeER: That is right.

Mr. ForBes: I would like to bring one more thought to your attention,
and it is this. When a seed grower sells seed grain he pays a P.F.A.A. not only
on the value of the product produced, but based on the value of the product
that is finally processed, which includes the sack at 10 cents per bushel,
. the seed treat on the seed—also on the cost of cleaning, and the field and
final inspection. I think it is very unfair. I think this whole matter of P.F.A.A.
and seed grain should be carefully examined. You know, our seed grain is a
big business today. Last year we exported over 3,500,000 bushels to the
United States. It is unfair to the seed grower, because he is selling that grain
and assisting in the reduction of our stock of grain—and doing it on a fairly
close cost price.

Mr. M1LNER: I would be in favour of having a look at it. I have suggested
that there are certain things in connection with P.F.A.A. which I do not
think are very proper, and yet we must, as a board of grain commissioners,
administer the act the way it is given to us.

Mr. NASSERDEN: Would that be the regulations?

Mr. MILNER: No; it comes under the P.F.A.A.

Mr. HorNER (Acadia): Mr. Chairman, I was not quite finished asking my
questions. I did not mean to lead the committee away from the. question of
feed mills, and their operation, but I wanted to find out whether agents of
the board were licensed through the board of grain commissioners, and had
to comply with their regulations.

Mr. MiLNER: No.

Mr. HOoRNER (Acadia): They do not?

Mr. MILNER: Not all agents of the wheat board.

Mr. HORNER (Acadia): Not necessarily?
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Mr. MILNER: No.

Mr. HorNER (Acadia): There was another thing which arose out of your
remarks with which I was concerned. You said you had taken it to the Depart-
ment of Agriculture, and pointed out to them where lots of money could be
saved.

Mr. MiLNER: I estimated once—and I think I wrote it in a letter—that I
thought they were passing up something of the order of three hundred
thousand in one year.

Mr. HORNER (Acadia): That is what I wanted.

Mr. JorGeNsoN: Could I have the answer to my question in regard to the
importation of corn into this country.

Mr. MiLNER: You asked how much it was. For the last calendar year, the |
figure is 6,400,000.

Mr. JorGENsON: Do you have it by provinces?

Mr. MILNER: 6,349,000 was brought in from the United States, for domestic
use in Canada.

Mr. JORGENSON: Do you have a breakdown of that?

Mr. MiLNER: In regard to all the provinces?

Mr. JorRGENSON: No.

Mr. MiLNER: It is largely Ontario and Quebec.

Mr. Forses: Is that feed grain?

Mr. MILNER: No; United States corn, sir. A lot was put into the bay ports,
and sold all over Ontario and Quebec.

Mr. KinpT: Is that not about normal?

Mr. MILNER: It is about normal. If I remember correctly, it was about
4,400,000 the year before, and so far this year it is about 3,600,000.

Mr. JorGENSON: Is that all for feed?

Mr. MiLNER: It is or, perhaps, for starch. For instance, the Card_inal starch
people bring in starch. As long as it is used for consumption in this country,
it comes in. It comes in under “domestic”.

Mr. KinpT: Do you anticipate any change in that as a result of a rglation-
ship to the provisions here under discussion with regard to feed mills? In
other words, if these were relaxed, would it change the importation of corn?

Mr. MiLNER: I do not see that it would.

Mr. Rapp: Corn that is brought in is not only brought in for feed; it is
crushed for edible oil as well.

Mr. MILNER: Not corn; soya beans.

Mr. Rarp: Well, corn oil. ;

Mr. MILNER: They have that at Cardinal, for commercial purposes.

Mr. Rapp: Is it coming in tariff free?

Mr. MiLNER: I have not anything to do with the customs.

Mr. Rapp: I thought you would be aware of it.

Mr. MILNER: No, I am not. Sometimes we obtain corn from other places.
For instance, South Africa has shipped corn to us for that purpose.

Mr. Rapp: What was the number of bushels you mentioned?

Mr. MiLNER: Last year, 6,300,000.

Mr. NASSERDEN: Have you reached any c_onclusion as to an amen(}m?ent to
P.F.A.A. that will make it possible to deal with all grain more expertly?

Mr. MiLner: I did make some suggestions and everybody agreed with me,
but nothing happened, so I quit.
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Mr. NASSERDEN: Would you mind giving us an idea what they are?

Mr. MILNER: No, I think I should give them to them first. If it is the wish
of this committee I will go back at them again and tell them I was up before
this committee.

The CBAIRMAN: I do not think this comes before this committee.

Mr. NASSERDEN: I think it would be a good idea.

Mr. ArGUE: I think it would be a good idea.

The CHAIRMAN: Any further questions?

Mr. HorNER (Acadia): I do not think we should let him go away this
evening.

Mr. ARGUE: Get him on to averages and line elevator companies.

Mr. Rapp: I would like to ask him the same questions as I asked Mr.
McNamara.

To become an agent of the wheat board you have to have feed mills?

Mr. MiLNER: I think you have confused that, if I may say so, sir. You
have to have an agreement with the wheat board.

Mr. Rapp: But before they can get a licence, is the same regulation applied
to big feed mills as is applied to small ones, or is there any particular size you
have to have? I mean, a feed mill. Not any little mill can apply for a license?

Mr. MILNER: As far as our board is concerned these are the requirements:
They must be on the track in the western division. They must conform to the
requirements of the railway and must provide facilities for safe storage of grain.

As far as equipment is concerned, we do not require any specific equipment
other than scales. They must be able to obtain a bond. Most people are bonded
by our board, from $1,000 to whatever is necessary to reduce this according
to the bonding schedule set out by the board.

There are a lot of other things that apply equally to them as to other
elevators. I do not know how to tell you what else they require. We would
insist they have proper equipment in the place to weight grain, and so forth.
They have to have a building for the storage of grain, from which grain can
be loaded directly into box cars. Unless they meet these qualifications they
are not licensed.

Mr., KorcHINSKI: Do you inspect the scales yearly?

Mr. MiLNER: That is done by the department of weights and measures.

Mr. KorcHINSKI: In bonded wheat mills are scales inspected yearly?

Mr. MILNER: Yes, by the department of weights and measures.

Mr. McInTosH: Has therg evgr‘been some occasion when you have refused
a licence, other than on their living up to the requirements you have just
stated?

Mr. MILNER: I cannot recall one, but at any time we have refused a licence
that is the only reason. That is the only thing, that they did not have the
proper equipment.

Mr. McInTosH: In other words, it is not difficult for them to get a licence
if they are properly equipped?

Mr. MiLNER: That is correct.

Mr. HorNER (Acadia): Do they have to be in operation?

Mr. MiLNER: The act says that an elevator which is open shall be open
at all reasonable hours on the day on which it is open.

Mr. KorcHINSKI: Have there been any feed mills that have applied for
a licence and have not been granted it?

Mr. MILNER: Not to my knowledge.
The CHAIRMAN: Any further questions, gentlemen?
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Mr. CoopeER: There are elevators which have no railroad into them?

Mr. MiLNER: Yes, two. Those were licensed because farmers in that district
had that 30-mile haul. One was at Makway and the other was at Goodsoil.
There was a special consideration there that we gave, and I do not know
whether we exceeded the act or not: I do not care; it was a sensible thing
to do.

The CHAIRMAN: Gentlemen, as there are no further questions we thank
you, Mr. Milner, for coming in.

Next Friday, at 9.30, the committee will be interviewing the Alberta wheat

ool.
i During the next short while the clerk of the committee will be giving
each member of the committee a schedule relating to other meetings and
witnesses who will be called, at what date and at what hour.

Mr. ARGUE: Is the meeting next Friday confined to the Alberta wheat pool?

The CHAIRMAN: Yes.

Mr. ARGUE: That is the works for next Friday, and for one session only?

The CHAIRMAN: Yes.

Mr. McInTosH: You said “8 o’clock tonight”. Is that meeting to be held?

The CrHAIRMAN: No.

—The committee adjourned.
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MINUTES OF PROCEEDINGS

Fripay, May 6, 1960.
(4)

The Standing Committee on Agriculture and Colonization met at 9.35 a.m.
this day with the Chairman, Mr. Stanton, presiding.

Members present: Messrs. Belzile, Boulanger, Brunsden, Cooper, Danforth,
Dubois, Fane, Forbes, Gundlock, Henderson, Hicks, Horner (Acadia), Howe,
Jorgenson, Kindt, Lahaye, Leduc, McIntosh, Milligan, Pascoe, Peters, Rapp,
Rompré, Smallwood, Stanton, Thomas, and Tucker. (26)
i In attendance: Mr. G. L. Harrold, President, Alberta Wheat Pool.
| Mr. Harrold presented a brief on behalf of the Alberta Wheat Pool.

‘ The members of the Committee questioned Mr. Harrold on the delivery
of grain from producers to the feed mills.

! The Committee thanked Mr. Harrold for his appearance.
‘ At 10.46 a.m. the Committee adjourned until Monday, May 9th, at 9.30 a.m.

Clyde Lyons,
Clerk of the Committee
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EVIDENCE

Fripay, May 6, 1960.
9.30 a.m.

The CHAIRMAN: Good morning, gentlemen. We will come to order. We
have a quorum and may proceed.

This morning we have with us the representative of the Alberta wheat
pool in the person of Mr. G. L. Harrold, the president.

Without further comment, I will ask Mr. Harrold to present the brief
he has for us this morning.

Mr. G. L. HarroLD (President, Alberta Wheat Pool): Good morning,
gentlemen. I think our brief is reasonably short for this kind of a presentation.
The subject of the brief is the problem of grain deliveries to feed mills.

Prairie grain producers are vitally concerned with the marketing of coarse
grains. Over the past ten years sales of oats and barley together have provided
Alberta farmers with an annual average cash income of $38.2 million, second
in amount only to wheat—one-third as large—when compared to income of all
field crops and exceeded only by income received from cattle and hogs in all
other fields. Furthermore, not only do these grains occupy a prominent posi-
tion in the western farm economy, but this position is also one of growing
importance. Large increases in plantings of coarse grains, particularly barley,
have resulted in a trend toward a larger share of total field crop acreage for
these grains. In 1949-50, for example, oats and barley occupied 33.5 per
cent of total seeded acreage of field crops in the province. By 1958-59 this
share had risen to 47.5 per cent. Considering the importance of the coarse
grain market to the producer, the Alberta wheat pool is grateful for the
opportunity of appearing to discuss marketing of these commodities on behalf
of the 50,000 member producers it represents. ?

As is well known to many people in western Canada, the Alberta whgat
pool is a cooperative organization having the objective of providing service
at cost to its member patrons. The organization, too, is concerned with the
marketing of the commodities it handles so that the best -possiblg returq may
be secured for the producer. In fact, the feature of pooling grains, which is
now a fundamental core of marketing techniques used by the Canadi:fm wheat
board, was initiated by organized producers. Today on a more effective com-
pulsory basis this principle remains as a foundation of orderly marketing
activities. This submission, therefore, is based on the support of successful
administration of orderly marketing which has been requested by the majority
of western grain producers. i

Because of the nature of the agricultural industry and the commodities
involved, we believe there is good reason to pursue this type of marketmg.
There is considerable variation in the degree to which use expands fOI_' certain
goods when prices are reduced. It is a well recognized fact that agl"‘x'culturgl
commodities, including grains, exhibit what economists call an “inelastic
demand.” That is to say, use of food or feed products does not expand a great
deal with price reductions. The human stomach canp-ot be forced to take muc_h
additional food simply by reducing the price. It is true, of course, that if
prices are lowered enough many additional hungry mouths can perhaps be
fed. But the hard fact remains, however much we may desire to assist the
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under-privileged people of the world, the western grain producer cannot for
long be expected to do so by receiving returns which are considerably less
than his cost of production. For all practical purposes, then, the concept of
an inelastic demand can be accepted as a ruling force in marketing Canadian
grain crops.

The picture would not be complete without consideration of the supply
side of the question. It is argued by some that our large surpluses point to the
fact that the prices are too high and must be lowered to equate forces of
supply and demand. Present marketing techniques for grains, it is charged,
ignore this basic principle. On closer examination, however, it is plain that our
‘marketing techniques do not ignore the principles of supply and demand. It is
often forgotten that income is not solely the function of price alone but is the
end product of price times quantity. Because supplies are controlled, board
marketing can essentially provide the producer with the same type of market
information as a fluctuating free price. In addition, all producers have relatively
equal opportunity of sharing markets and a reasonable amount of protection
against unnecessary hardships.

We have reached the stage of social and economic evolution whereby it
is often deemed advisable to facilitate and temper necessary economic adjust-
ments to any group in society. In this regard we have tariffs to protect infant
industries, union bargaining to ease transitions resulting from changing pro-
duction techniques, subsidies to certain mining industries, etc., and many other
programs. In a similar vein it is not inconsistent that policies should protect
the grain industry from the vagaries of fluctuating prices. Western farmers
are not in favor of disastrous downward price revisions to achieve necessary
adjustments in supply. As an alternative, a reasonable price combined with
the quota system is far more satisfactory. The quota system not only allocates
available markets equitably, but essentially can initiate the same adjustments
as a price system alone but in a less painful manner. Supply and demand still
essentially control the amount the board is able to sell at the asking price,
while the quota system allocates this amount among producers. Because little
additional sales of grain would likely be realized even if prices were lowered
to disaster levels for all Canadian producers, the use of the support price and
a quota is a logical method of marketing. Moreover, as mentioned earlier,
it is a system favored by the majority of grain farmers.

Board marketing is attractive for other reasons as well. Because of the
attribute of an inelastic demand for grains, small changes in supply or demand
bring about rather large changes in price. In simple terms, as is backed up
by practical experience, prices of agricultural products are volatile and fluc-
tuate widely if left to seek their own levels on free markets. A producer would
rather have the assurance of a stable average of these prices than be faced
with the uncertainty of wide variations. The present wheat board system of
marketing offers the farmer this assurance. For these and many other reasons,
then, western grain farmers choose to support the Canadian wheat board
method of marketing and favor any move necessary to assist in its successful
operation. Such a move would be the enforcement of board quotas and prices
as they affect feed mills.

Obviously, for board marketing to be effective the central controlling agency
must have as much jurisdiction over total supplies as possible. As has been
mentioned previously, small changes in supplies can exert considerable pres-
sure on price. Thus, if the board is at all by-passed it becomes a less effective
mark-et controlling agent. Since about 80 per cent of our wheat entering com-
mercial channels annually is sold on the export market, board control of this
commodity is a fairly straightforward matter. However, the bulk of coarse grains
are consumed domestically, thus adding complexities to control and making it
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doubly important that as much of these grains as possible pass through central
marketing channels. The past performance of the board has been favourable
insofar as grain producers are concerned. The majority of western farmers
would not be in favor of changes which would make the wheat board a less
effective marketing agency, since their welfare, in all likelihood, would then
be seriously jeopardized.

In the past there has been a rather widespread practice by certain inde-
pendent feed mills and other dealers of purchasing feed grains at less than
board prices and in amounts for which no provisions have been made for
application against producer quotas. In fact, there have been ready opportun-
ities in most cases for any grain producer to sell feed grains in this manner.
While movement of grain from producer to feeder is a necessary and desirable
service, the practice of bypassing the board is contrary to principles of orderly
marketing and violates equal opportunity in sharing available markets.

There have been arguments raised that the availability of a market for
feed grain outside the sphere of board control would be desirable in that it
would alleviate the surplus problem considerably. But in actual fact, even
though prices for feed grains paid to farmers in private transactions have at
times been as low as one-half of board prices, it is estimated by the dominion
bureau of statistics that only 3.5 million bushels were sold through feed mills
outside of quota regulations in the three prairie provinces in 1957. Even if
we double this figure for present-day conditions, we find that this amount is
less than 0.2 per cent of the ten-year average of western production of oats
and barley. Again this is a good example illustrating inelastic demand for feed
grains; substantial gains in sales have not taken place in spite of marked
reductions in price. We cannot expect to gain anything from fire sale tactics
insofar as agricultural products are concerned, thus there is little merit in
producers receiving considerably less for their feed grains.

Although it is recognized that local and central feed mills play an im-
portant role in western agriculture, enforcement of board regulations should
not work hardships on the feed industry. In the first place, manufactured
feeds do not contain high percentages of grain. Furthermore, with the growing
complexity of nutrition there has been a tendency for manufacturers to spe-
cialize more on specific concentrates. As far as the smaller country feed mills
are concerned, they are mainly interested in offering mixing and grinding
services in conjunction with the sale of concentrates. Imposition of wheat
board regulations should not interfere with the service since, in the main,
farmers often bring their own feed grain to mills for processing. In addition,
board regulations do not restrict transactions between producers so that a
feeder should not have any difficulty securing grain if his own supplies are
limited. There are also recently inaugurated board policies which further
assist producers in obtaining feeds, namely, those policies providing the op-
portunity to exchange wheat, oats, and barely for prepared feeds. Enforce-
ment of board quotas and prices as they apply to the feed mills, therefore,
should not inflict undue hardships to either producers or the feed industry.

It has been suggested that the relaxation of quota regulations concern-
ing feed mills would be advantageous in that feed costs, and hence the cost
of production of livestock, could be reduced significantly. HOW.eVEI'; it must
be borne in mind the purchase of feed grains at below board prices is strictly
a regional phenomenon. This phenomenon occurs, of course, where producers
usually have had a series of good crops and are easily able to meet full quota
opportunities. In this case, a farmer may be able to sell amounts over.and aboYe
quota levels without experiencing much hardship. This would provide certain
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benefits to local feeders but these benefits would not accrue to out-of-prov-
ince feeders far distant from centers of local surplus. In fact, a sizable live-
stock industry, particularly for hogs, has developed outside of the wheat
board designated area in eastern Canada. It is difficult to see that a develop-
ment of a two-price system for feed grain which favors local livestock
feeders only would meet with the approval of the majority of feeders in
Canada. The uniform board price as it applies to a wide Canadian market
provides no basis for regional discrimination and essentially permits the
marketing that benefits the majority of grain producers.

There is also a difficulty which arises concerning administration of such a
conjunction with elevators or £scur milling businesses, that comply with cur-
rent board prices and gqusizz. S:zviously they are at a disadvantage as com-
pared to independent feed miils, many of which have not been adhering to
board regulations. But if it were decided that the solution should be to free
all feed mills from board regulations, there at once would be the problem
of distinguishing legally between elevators and feed mills where the two
are combined. The elevator should necessarily be under board regulations
and it is apparent difficulties could develop where both mills and elevators
are closely associated. In this case, it is far more important to have successful
overall operation of orderly marketing than to permit a small market to
undermine the principal one.

In final analysis, it is recommended that Canadian wheat board regula-
tions as they now stand be enforced insofar as deliveries of grain to feed
mills are concerned. Any regional or small benefits that might be gained by
relinquishing control over feed mills are more than offset by damage to our
system of orderly marketing. The wheat board method of marketing has
sucessfully provided western farmers with the protection and assurance they
deserve. Any change in this pattern we feel would not be in the best interest
of agriculture.

Respectfully submitted,

The CHAIRMAN: Thank you, Mr. Harrold. We are open for questions,
gentlemen. Mr. Horner.

Mr. HorNER (Acadia): I did not intend to be the first one under the
gun. I think nobody here wants to lower prices to producers, and as we have
not had a chance to deal with the feed mill operators as yet, it is hard to
estimate what the main “beef” is on their part. But I have been informed by
some of the feed mill operators that they are quite willing to pay board prices,
and it seems to me that it is quota difficulty that is involved.

This whole brief appears to me to be directed at the thought that feed
mills would then be allowed to buy at below wheat board prices. At the
present time, as I understood it from the wheat board, there are 122 un-
licensed plants. They have to buy according to wheat board quotas, but not
necessarily according to wheat board prices; and the licensed plants have to
buy at the prices and at the quotas. It seems to me more of a quota diffi-
culty with the feed mills than a price difficulty. This is my impression from
talking with some feed mill operators in my area and in the province of
Alberta.

I wondered where Mr. Harrold got the impression that they wish to buy
at a lower price, and if the unlicensed plants are not already able to
do that.

Another question that occurs to me is this. What is Mr. Harrold’s opinion,
or the wheat pool’s opinion, on something that came up with the wheat board,




AGRICULTURE AND COLONIZATION 67

the fact that the provincial governments are not enforcing laws that would
prohibit to quite an extent this exchange of wheat through machine dealers
and this sort of operation?

Mr. HARROLD: First, as to price: I think possibly the brief may emphasize
price more than quota; but we are interested really more in quota than in
price. As far as price is concerned, a number of feed mills are paying below
wheat board prices, and have been for the past number of years. That is what
has been happening. What they intend to do in the future—why would they
change that?

One of the things, I believe, that has brought this question uppermost
is the fact that the mills and the bigger organizations that are operating
within the wheat board and buying at wheat board prices maintain that they
are at a disadvantage because the others are not paying wheat board asking
prices for their grain. I think that is certainly the situation today. What it
will be tomorrow is anybody’s guess. That is as to price.

As to quota, and your second question as to enforcing legislation: it seems
to me it is true that the provincial governments—I am not so familiar with
Saskatchewan and Manitoba; but in Alberta they have been reluctant to
enforce the regulations. The regulations under provincial legislation are cer-
tainly a little more restrictive than even the wheat board legislation, as to
sales between producers and feeders and commercial outlets.

Mr. HorNER (Acadia): Does the Alberta wheat pool carry on a feel mill
operation?

Mr. HARrROLD: No, we do not.

Mr. HOrRNER (Acadia): I was led to believe from your reply that the
licensed feed mill operators feel that they are at a disadvantage compared
with the unlicensed plants. '

Mr. HARROLD: That is right.

Mr. HORNER (Acadia): I asked Mr. MeNamara the question, if he thought
the unlicensed plants should be forced by some means or other to become
licensed plants, in other words, have an agreement with the wheat board.
His reply was something to the effect that he did not think we had to go
that far. I forget his exact words, but this was the impression he left with me.

Would you say they should be licensed? Would you say that all plants
should be licensed and should have an agreement with the wheat board?

Mr. HARROLD: I do not think that is altogether necessary. Our agreement
with the wheat board, for instance, is a voluntary operation: we are not forced
to have an agreement. But it would be pretty difficult for us to operate
without having an agreement.

I think the quota is the thing that we have to be concerned about more
than the price, actually. However, I would say we are concerned about the
price as well; and there are some farmers who are willing to sell below the
wheat board prices. We find the same thing true in handling cereal seed grain.
Because of the surplus conditions and price, it is quite often below wheat
board initial prices, as far as buying is concerned.

Mr. HOorRNER (Acadia): With regard to quotas, they are set at a delivery
point; but at a delivery point you may have two or three different elevators
owned by different companies and, say, maybe two feed mills.

It appeared to me that the wheat board emphasized the need for more
grain by the room that was in the elevators, and if this were agreeable to
the feed mills, well fine. But it appears to me that the feed mills feel they
have been neglected with regard to quotas, and sometimes they are not able
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to obtain grain that they would like to, under the quota system. This is why
they have had to violate it sometimes.

Mr. HarroLp: Well, I cannot see how they would be in that position too
often, because certainly if they made representation that they were unable to
get suppies within the quota, I think the quota would be raised.

Mr. HorNER (Acadia): Mr. McNamara said that he could not remember
having had too many cqmplaints from feed mills that they could not get the
grain with which to carry on their operations.

Mr. HarroLD: It could be, but I have not heard of it to any extent.

Mr. BrRUNSDEN: Mr. Harrold is inclined to emphasize the quota. He feels
that the price is not the important factor in this question. I am wondering. Is
there any evidence to bolster a generalization that you think that these mills
are paying less?

Mr. HARROLD: I can say definitely that some of them are paying less.

Mr. BRUNSDEN: Well then, how much less?

Mr. HarroLD: It would vary from time to time and between area and area.

Mr. BRUNSDEN: Would it be a negligible amount or an appreciable amount?

Mr. HARROLD: Three years ago wheat was being sold as low as one cent

Mr. BrRuNSDEN: Well then, what about last year and the year before?

Mr. HarroLD: Last year we heard of sales at between 90 cents and $1.00,
as far as wheat was concerned, in certain areas.

Mr. HorNER (Acadia): Were these sales to feed mills?

Mr. HarroLD: They were partly to feed mills, but not all of them. It was for
the movement of feed grain or feed wheat from certain areas to other areas.

Mr. BRUNSDEN: I am more than interested in the feed mill position. You
have this situation: I am not critical of the wheat board at the present time—
but you may have a situation where a man is in need of some immediate
cash. He cannot deliver under the quota, but he can sell to a feed mill.

Surely in these enlightned days of 1960 of free enterprise, that man should
not be denied access to that market for the sake of a few million bushels spread
across western Canada.

Mr. Harrorp: In toto I do not see how there would be any more grain
sold, even if there were a small reduction in the price.

Mr. BrunspEN: That is true; but time is of the essence for this fellow,
without a dollar in his bank account.

Mr. HarroLp: I am working for a quota to be equitable among all pro-
ducers, and I do not see how we could single out a certain producer and say
that he needs cash more than the others.

Mr. BrunspEN; There would be some who had need of cash because of
misfortune, or sickness, or accident. They need money, and the only place they

can get it is at the feed mill. But are we sound in denying them access to that
little bit of market?

Mr. HarroLp: Nobody has suggested so far that because they need the
money so badly that they have been able to get a few more cents, over and
above the wheat board prices.

Mr. McINTOSH: On page 5 of your brief you make this statement:

: Although it is recognized that local and central feed mills play an
Important role in western agriculture, enforcement of board regulations
should not work hardships on the feed industry.
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Now, in the minutes that we have recorded of the meeting with the wheat
board, Mr. Cadieu had a letter from one of the feed mills, which reads as
follows:

In 1959 we bought No. 1 feed barley from a grower and paid him
the initial of 71§ cents per bushel. Before we were permitted to use the
grain we had to pay the board 124 cents—a total of 84} cents—but the
board was buying the same quality of barley at the same initial pay-
ment of 71% cents. Add to-this the final payment of three cents or a total
of 74% cents, and the difference is 9% cents a bushel or $3.99 a ton.

I wonder how Mr. Harrold could explain that, in relation to the statement
he made here? Is that working a hardship to the feed mills or is it not?

Mr. HarroLp: Essentially, of course, the wheat board is a pooling opera-
tion; and if you recognize the fact that western producers are in favour of
pooling operations, then naturally there has to be a spread which takes care
of the pooling operation, and which includes not only the handling charges but
also the storage charges and other things. That is the reason for the spread.

Mr. McInTosH: There would be no storage in this case.

Mr. HARrOLD: Yes, there were storage charges to the extent that all
producers are supposed to be pooling; and to the extent of their pooling, there
is storage somewhere, and the storage charges are pooled. Therefore, you have
a spread between the asking price of the Board, and the buying price.

Mr. McInTosH: It is a hardship to those feed mills in comparison to
others who are able to go out and buy directly from the producers, such as
farm machine dealers, and so on.

Mr. HarroLD: We have farm to farm and farm to feeder transactions;
and if they operate on that basis, then they are not subject to storage charges,
or to pooling operations.

Mr. McINTOSH: Therefore your statement is not correct here, that it is a
hardship on the feed mills.

Mr. HARROLD: I still think that this statement here is correct in to-to; and
if all feed mills abided by the regulations there would be approximately
within a few bushels the same amount of grain handled for feed in western
Canada.

Mr. McInTosH: In respect to the answer you gave to Mr. Brunsden abogt
quotas, you said that provided the quotas are equitable; have you found in
Alberta the same situation that we have found in Saskatchewan? Although the
quotas are supposed to be equitable, in some parts of Saskatchewan we have
a two bushel quota, while in others there is a six bushel quota, and without
regard to the business that is transacted in that area. :

At the place I have in mind, in the last three months the I?ank clearings
were down $1} million. That was in a very small center, and it came abogt
because there was very apparently less money there. Do you think that is
equitable?

Mr. HARROLD: We have found that when the end of the season came we
did not have too many complaints from our producers that the quotas were
not equitable. . :

Going back a number of years, there were some complaints; .but it was
a question of the kinds of grain, because some of them are more easily saleable
than others. This past season the main reason for the differences in the quo’gas
was because of the damp grain situation which developed last year. But with
the cash advances, and so on, I do not think it could be argued that there
has been too much loss of money because the quota is low, since cash_ advances
are available to any producer at approximately six bushels per specified acre.
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Mr. McInTosH: In the majority of cases—I am talking about the medium
sized or small grain farmer—in order to get capital at the end of the harvest,
he requires a one to two bushel quota with which to pay for his harvest
expenses. But in a number of cases the quota has not yet been opened. How
do you think it is possible for a farmer to finance his operations from the
fall until May without capital?

Mr. HARROLD: I am one of those farmers myself, and I do not find it diffi-
cult; moreover I do not think that toe many of my neighbours find it difficult,
especially since we have had cash advances.

Mr. McInTosH: How many acres do you operate?

Mr. HARrOLD: About a thousand.

Mr. McInTosH: Well, that is not the kind of farm I was referring to.

Mr. GUNDLOCK: Just a moment ago Mr. Harrold was speaking about
various charges, and of the difference between the initial and the final pay-
ments. I wonder if he could tell us what portion of those charges represents
storage charges in country elevators?

Mr. HARROLD: Between the final payment and when?

Mr. GUNDLOCK: What part of the pooling cost is the storage cost, let us
say, in a country elevator?

Mr. HAarRroLD: It would vary from year to year. I think the wheat board
could give it to you more quickly than I could. I would say, maybe, 6 to
8 cents, but I would have to check, because that is just a guess.

Mr. GunpLock: I understand that storage in country elevators runs
around 15 per cent.

Mr. HarroLp: Well, it is different for coarse grains than for wheat, as you
know. Therefore, the percentage figures would not apply to all grains.

Mr. GunpLocK: But you have an over-all cost of the over-all grain picture.
What percentage, to the over-all cost, is at storage prices?

Mr. HarroLp: I would have to check that for you, as I am unable to give
it to you offhand.

Would you hold your question in abeyance, and I will see if I can get
the information for you?

Mr. GunpLock: In backing up what has been said previously, in all fair-
ness to the feed mills, it certainly would reduce the cost, in that case, quite
a little bit.

Mr. HarroLD: We have 122 million bushels of barley, and the carrying
charges are $4,008,000 for the year. How much does that work out to per
bushel? That is about 3% cents.

An hon. MEMBER: How much?
Mr. HarroLD: About 3% cents.
Mr. Tucker: How many bushels?

Mr. HarroLp: 122 million bushels of barley, and the storage charges are
about $4 million.

Mr. Gunbprock: Last year we had a percentage figure from the wheat board,
anq the storage charge on wheat was 11.9. Is that all paid by the wheat board,
or 1s part of it paid by the government? That is, stored in country elevators.
I imagine the percentage is very much the same in that annual report which
you have before you.

_ Mr. :'HARROLD: As far as wheat is concerned, we have a total of $27 million
being paid, and the government paid $10 million.

-Mr. GuNDLOCK: What percentage is that? Can anyone here figure that out?
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Mr. HarroLD: I wonder if you could leave that with me.

Mr. GunpLock: I have another question, while you are figuring that out.

Is that the total cost, or is there an additional cost for the interest
rate? '

I understand that the wheat board borrows a certain amount of money
to pay this initial payment and, of course, they have to pay carrying charges.

Mr. HarroLp: Carrying charges include interest, and storage charges
do not have the interest.

Mr. GunpLock: That figure there includes the interest?

Mr. HarroLD: That is right.

Mr. GunpLock: As I recall that annual statement, it says: for storage;
and then in another part of the statement it says: interest. There is an item
for interest. It is a little bit confusing. What other interest rates do they have?

Mr. HarroLD: Well, the interest rates are included in the carrying charges.
However, they are not included in the storage charges—if you want to
separate them.

Mr. GunpLock: That is what I mean. In other words, the wheat board
borrows the money to buy that bushel of wheat to store.

Mr. HarRrOLD: When it is in the country—the elevator companies borrow
the money, and are reimbursed by the wheat board?

Mr. GunpLock: Yes. In other words, the wheat board puts up the money
and pays the interest charges on it. I am trying to get the total figure.

Mr. HARROLD: Yes.

Mr. Gunprock: Do you have that figure?

Mr. HARrROLD: Yes. The total figure for carrying charges, for the crop year
ended 1959, is $27,900,000, $10,548,000 of which is received under the tem-
porary wheat reserve act.

The CHAIRMAN: I wonder, Mr. Gundlock, if you could tell me how you
assess that in conjunction with the feed mill question, which we are discussing?

Mr. GunbLock: Well, in defence of the feed mills, in all fairness, and
giving them their dues, to my mind, I think the storage charge is too high.
Certainly, if the grain were ground, and out of the way, it would not have
that storage charge against it. However, this is an item I just wanted to bring
up. I was interested in the storage figure for this year. I thought Mr. Harrold
might have it.

The CHAIRMAN: Are there any further questions?

Mr. KINDT: Mr. Chairman, I have three questions, which I should like
to ask Mr. Harrold. The first concerns the storage charge question, which has
been raised.

What is the attitude of the wheat pool with respect to the payment of
the storage charge to the grain board, as it is now—I mean the $38.1 million?
Is there any thought, on the part of the Alberta pool, that this might be paid
directly to the producer, so the producer will know that he is getting it—the
claim is made by many farmers that they do not know they are receiving
that $38 million—the farmer himself if he received the money could pay his
own storage charges to the wheat pool or the wheat board, or to whatever
agency is doing the storing.

Mr. HarroLD: It would take a lot of accounting to do it in that manner
because in the past, before the wheat board was operating, whenever a farmer
had grain in the elevator, before he got his final settlement, the storage was
deducted from the selling price of the grain. Unless a statement was sent to
each farmer, it would have to be done in the same way—before he got his
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final settlement he would not receive his money, but a statement that so
much was taken off for storage; and it would involve quite a lot of additional,
not accounting so much as it would statements being sent out to the individual
grower to make him conscious of the fact he was paying so much in storage.

Mr. Kinpt:. It is agreed that there would be certain administrative dif-
ficulties in administering that $38.1 million, which was paid out last year,
but in the aggregate that amounts to roughly 10 cents a bushel.

Mr. HARROLD: Yes.

Mr. KinpT: Which the farmers of western Canada received from their
government for storage.

In view of the fact that the wheat pools, and all of those talking to the
farmer, always draw out the statement that they are getting nothing out of
this government, I am wondering if it would not be better that that amount
be paid directly to the farmer, so the farmer knows he is getting it. I would
like to know what the policy and attitude of the Alberta wheat pool is on this
matter.

Mr. HarroLD: When you say we are ‘“drawing out the statement that
we are getting nothing from this government”, I would like to ask you where
we have made statements of that kind?

Mr. KinpT: Well, I read the budget, and I see it often inferred.

The other side of the picture is never emphasized—that this government
is giving something to the farmer; it is giving that $38 million in assistance.
I am not criticizing the wheat pool, because I helped set it up, and was on the
organizing committee which set it up. All I am saying is that I would like to
know what the policy of the wheat pool is, with respect to this storage ques-
tion, and the payment of that $38 million. Do you want any change in it, or
would you rather have it as it is?

Mr. HarroLD: It was the subject of discussion at our annual meeting, and
I know our delegates are fully aware of what the storage costs are. Where
the money comes from for part of it, and when it was put into effect as well.

Mr. KinpT: But the grass root farmers don’t seem to know.

Mr. HarroLD: Certainly our seventy delegates are grass root farmers, and
to the extent they take it back to their country meetings, the information
does go out.

Mr. BRUNSDEN: Mr. Chairman, I wonder if we are not becoming a little
too political in this discussion and are getting too far away from the feed
mills question?

The CHAIRMAN: I was wondering if we were getting away from the feed
mills?

Mr. KinpT: I should like to ask Mr. Harrold a question with respect to
provincial statutes, on the question of selling direct from the producer to
the feeder. I understand from what he has said that provincial statutes are
not enforced, and they are selling directly from the producer to the feeder.
If it were enforced would it be covered by those statutes?

Mr. HarroLD: Yes.

Mr. KinpT: What is the attitude of the Alberta Wheat Pool on that ques-
tion? i

Mr. HARrOLD: It is some time since we made a direct representation to the
provincial government asking them to enforce that enabling legislation. We
have not done that recently, but on certain occasions their answer was they
did not intend to enforce it; and we have not pursued it during the last two or
three years. It is a question of whether the wheat board intends to enforce
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their act, which is not quite so restrictive as the enabling legislation in the
province of Alberta, if it were enforced.

Mr. KinpT: I am in favour of leaving it just as it is; and I am asking
the question primarily because feeders buying from the farmers in my area
wanted it as it is.

My third question is this—and then I shall give the floor so someone else:
The point has been raised in your brief as to the availability of feed grain
markets in western Canada.

You have raised the point that, regardless of who sells this grain—or
words to that effect—if you open the sale, the quotas, to feed mills, there would
not be any greater overall quantities sold. Therefore the total market is
inelastic, it is not going to be increased, if you loosen the Wheat Board control
of sales to feed mills. In other words, what you are saying is that instead of
selling the wheat for 80 or 90 cents to the feed mill, that there is just as much
sold, and if it is sold through the board, the producers themselves get 20 or 30
cents more. That is the point at issue, as I see it, as to whether the feed mill
is going to pay the board prices; or whether he is going to be able to buy it
directly from the producer and save that 20 or 30 cents, and possibly a little
freight.

Mr. HarroLDp: The figures show that the percentage that is handled by
feed mills is very small in comparison with the whole.

Mr. KinpT: Would it not be larger if you loosened it?

Mr. HarRroLD: I do not think se.

Mr. KinpT: That is, with integrated farming coming in, and so on?

Mr. HARrROLD: There might be some changes in where the livestock was
fed. There was a report in the Calgary Herald just three days ago as to farm
income north of Red Deer and up to about Wetaskiwin. There was a survey
made by the D. A. and others interested, and 43 formers in management service,
their income, after charges and interest, was an average of $1,500 a year. But
it made the comment that they varied very greatly. The ones who had made
the most money were those directly involved in beef feeding as a single en-
terprise and in dairying as a single enterprise. That indicates to me that the
livestock end of it has been doing a little better than the grain end of it these
last few years.

We are primarily interested in the producer getting the best possible price
for his grain. I think the livestock men are well able to look after themselves
and they can speak for themselves. We are primarily interested, as I say, in
getting the best possible price for the grain producer.

Mr. KINDT: So am I, and I agree with you 100 per cent. I think probably in
your statement, though, were you not confusing the feeder who may buy
directly and the feed mill? There is no gripe on the present arrangement
between the producer and feed mill.

Mr. HArRroLD: That is right.

~ Mr. KinpT: But that is where the issue is, as between the wheat board
regulations prohibiting a feed mill to buy directly from the producer, under
board prices, and pools.

Mr. HARrROLD: I think the issue is, of course, where do you draw the line.
We try to deal with that in the last two or three pages of the brief, if you
make some extensions where are they to stop? We see more difficulties in
making some extensions and trying to draw a line than if you were to include
all commercial enterprises as coming under the regulations. If we have not
made it clear, I do not think I'can go any further than that. I think, as far
as commercial enterprises are concerned, you find your difficulty as between
different kinds of feed mills; and if you except one then you almost have
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to except others, and then you get into difficulties with feed mills that have
a combined operation. We suggest you include all commercial feed mills in
the same regulations as the elevator companies.

Mr. JorGgENSON: I want to follow this point up. Is it not true that the
wheat board was originally set-up for the purpose of dealing in inter-provincial
and export movements of grain?

Mr. HARrROLD: Primarily; but it was recognized that if they were going
to deal with the inter-provincial and export movement of grain, they must also
have some control in provinces as well.

Mr. JorGENSON: Did they not relinquish that control by allowing producers
to conduct sales within the province?

Mr. HarroLD: We have to be practical in this operation, and recognize that
as far as farm-to-farm transactions are concerned, if they were trying to en-
force the regulations at that level, then it would be practically impossible.

Mr. JorGeENsoN: At the present time you have the transaction between
the producer, implement dealer and feeder?

Mr. HARROLD: Yes. .

Mr. JorGENSON: This is going on at the present time?

Mr. HarroLp: That is right.

Mr. JorcENSON: Then why not logically allow feed mills to carry on this
operation, a job they are capitalized for?

Mr. HarrorLd: Well, I think you have to draw the line somewhere, and
that is the whole point at issue, as to commercial outlets as opposed to farm-
to-feeder or farm-to-farm, or an in-between of an implement agent, if you
want to. I think they have considerable freedom at the present time to carry
on whatever they see fit.

Mr. JorceENsoN: Would it not be easier to ensure the producer had a fairer
price, if he were allowed to deal through feed mills rather than through imple-
ment dealers, etc.? Do you not think there would be a better possibility of
ensuring a fairer price to the producer?

Mr., HarroLD: I do not think that he would get any better price, myself.

Mr. HorNER (Acadia): Mr. Harrold has made statements, I think on about
two occasions this morning, in which he implied that the board, up to this time
or up till recently, had not been enforcing these regulations. I notice at the
top of page 7 of the brief, it says:

Obviously they are at a disadvantage as compared to independent
feed mills, many of which have not been adhering to board regulations.

Do you believe, if the wheat board were to enforce these regulations
rigidly, that there would be a number of prosecutions under that?

Mr. HarroLD: At the present time? »
Mr. HorNER (Acadia): Yes, at the present time.
Mr. HarroLp: Yes. I think there would be quite a few.

Mr. HorNER (Acadia): Could you be a little more specific than “quite a
few”, or would you wish to estimate or guess how badly the wheat board
regulations are being violated at the present time?

Mr. Harrorp: I think it would be only a guess. There are 111 feed mills
altogether in Alberta. Eighty-two of them are non-agreement mills, I would
venture to say there is quite a percentage of the 82 which do not abide by the
quota regulations. I know that some of them do not abide by a uniform price
at all. The price varies from district to district, depending upon the surplus
condition in that district. There are 122 in the 3 prairie provinces, and in Alberta
there are 82 plants with no-agreement with the wheat board.
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Mr. HORNER (Acadia): They have to abide by the quota system.
Mr. HarroLD: Yes; if the regulations were enforced.
Mr. JorGENSON: But not the price.
Mr. HArRroLD: That is right.
Mr. HorNER (Acadia): In the first paragraph on page 5 you say:
—it is estimated by the dominion bureau of statistics that only 3.5

million bushels were sold through feed mills outside of quota regulations
in the 3 prairie provinces in 1957.

Do you think that the words “outside of quota regulations” should have
been left out of that sentence.

Mr. HarroLp: What we mean is there was no record kept. In other words,
a permit book was not presented and used in these sales which went through
the feed mills. '

Mr. HorNER (Acadia): Would that not be in violation of the wheat
board regulations?

Mr. HARROLD: Yes, it would be; but that was previous to the test cases.

Mr. HORNER (Acadia): What you are saying is that 3.5 million bushels
were sold in violation of the wheat board regulations.

Mr. HAarrOLD: Yes; substantially that is it.

Mr. HorNER (Acadia): You have brought up this idea of combined oper-
ations where we have an elevator company, maybe a seed mill plant, and
maybe a feed mill plant all in one operation, the parent company running
the three plants. Do you believe that all three plants should be licensed under
the board of grain commissioners? I have been made aware of instances where
a person is selling seed grain or feed grain and if he sold particularly seed
grain he would sell to the elevator through its seed plant, and if so he would
not have to deduct for P.F.A.A. He may sell over the same scales, but no
deduction is made for P.F.A.A. That should be one operation under the
board of grain commissioners and enforced as such.

Mr. HarroLp: As to changes being made, that would be under the
Canada Grain Act and the board of grain commissioners.

Mr. HorRNER (Acadia): Yes.

‘Mr. ForBEs: I think Mr. Horner referred to the sale of seed' grain
through an elevator’s seed plant. Any seed grain sold through a licensed
seed plant must be under the P.F.A.A.

I have a supplementary question.

Mr. HorNER (Acadia): Mr. Harrold has not answered my question.

Mr. HARROLD: There are a number of seed plants of course, and I have
not given much thought to the question of whether or not al! seed plants
should come under the board of grain commissioners’ regulations, because
there are a number of seed plants that are set up merely to cl_ean se;ed aqd
not necessarily to buy and sell to any extent. At least that is thg1r main
operation. I do not think there is the same necessity for them to come in under
the board of grain commissioners’ regulations.

Mr. HORNER (Acadia): In answer to a question put by Mr. Kindt,
you said that you think all commercial feed mills should operate the same
as any other elevator; in other words they should take out an agreement
with the wheat board and buy at wheat board prices according to wheat
board quotas. -

Mr. HARROLD: Yes. Mainly, the small feed mill in Alberta is not a buying
and selling operation; it is realy custom grinding and adding concentrates.
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Mr. HorNER (Acadia): If they were to operate economically under the
wheat board I suggest they would have to build large storage elevators along-
side their feed mill plant.

Mr. Harrorp: I do not think so. The supply is readily available.

Mr. HorNErR (Acadia): But the way the quota is allotted to elevators, the
quota is raised when room is available. A feed mill having a limited amount of
storage is possibly at a disadvantage to that extent.

Mr. HagrroLD: It might be at a very small disadvantage; but if there is
feed grain available in that area it does not take long to get some delivered,
" if there is room there at all.

Mr. HornNER (Acadia): It is a known fact that elevator companies have -

been making their money, not necessarily through the handling of grain but
through their storage. Would it not be necessary for the feed mills to build
20,000 or 30,000 bushel annexes to their operations and thereby have a great
deal of storage and be able to operate economically.

Mr. HarroLD: Yes; if they were interested in storage revenue. It would
be available to them.

Mr. Pascog: Mr. Chairman, my question is supplementary to the line
pursued by Dr. Kindt. On page 48 in the minutes of proceedings and evidence
Mr. McNamara said:

I think if the provinces enforced the legislation which they have
enacted, it would ease our problem with respect to quotas.

Did I understand Mr. Harrold to say that when they were speaking to
the provincial government of Alberta it was indicated they did not intend to
enforce their provincial legislation?

Mr. HARROLD: Yes.

Mr. Pascog: Did they give any reason for it?

Mr. HarroLD: They gave the very definite statement that they did not
intend to enforce that part of the regulations which had to do with feed mills,
that was at least three years ago, and possibly four years ago; and I do not
think they have changed their attitude since.

Mr. Pascoe: Thank you.

Mr. HarroLD: As to their reasons, I have my own idea as to their reasons,
but you would have to ask for their definite reasons. They did not give us any
reasons.

Mr. McInTosH: Mr. Chairman, Mr. Harrold makes this statement on page 2
of his brief:

.the use of food or feed products does not expand a great deal with
prlce reductions. The human stomach cannot be forced to take much
additional food simply by reducing the price.

If that is a fact, the feed mills at the present time are not experiencing
that. That is the reason for their complaint.

I would also like to ask Mr. Harrold if he feels that an increase in the
price of a loaf of bread of one or two cents would make any difference to the
consumer, the consumption in Canada?

Mr. HarroLp: I do not think it would make too much difference, no. As to
the argument used to the reduction in price,-I think the easiest way to decide
is to push it to the ultimate. In other words, say you are getting 10 cents a

bushel for oats or barley today: would you sell a terrific amount more than we"

are at the present time?

: Mr. McInTosH: I do not know. The facts at the present time are that,
with our standard of living, there is less bread being consumed. That does not
necessarily apply to the feed used for cattle.

e e S b o _
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Mr. HarroLD: We are merely using this—

The CHAIRMAN: Mr. Pascoe, we have just a bare quorum. Would you mind
staying for a few minutes?

Mr. PascoE: I am making a radio speech shortly, but I can stay a little
while.

Mr. HArRrOLD: We are using the term here as far as coarse grains are
concerned, when you transfer it into meat products, or whatever it may
happen to be. You would have to transfer it to the other product. It would not
be used directly, as far as the human is concerned.

Mr. McInTosH: That is not what your statement implies.
Mr. HARROLD: That is what we mean, anyway.

Mr. ForBEs: Mr. Harrold, on page 4 of your brief, the bottom paragraph,
you say this: :

In the past there has been a rather widespread practice by certain
independent feed mills and other dealers of purchasing feed grains at
less than board prices and in amounts for which no provisions have been
made for application against producer quotas.

This is just the opposite of what we understood from Mr. McNamara the other
day. We understood that all mills, licensed and unlicensed—at least, un-
licensed mills could buy at whatever price they wished, but the quota must
be entered in the permit book.

Mr. HArRrOLD: The fact of the matter is, the independent feed mills, the
one that are not agreement mills, have not been using the permit book and
entering the deliveries in the permit book under the quota system.

Mr. ForBes: I thought there was provision for that. I thought that they
all had to enter it in the permit book.

Mr. HARROLD: There are provisions for it, but they are not doing it.

Mr. ForBES: You say here that no provisions have been provided. The
provisions are there, but people are not adhering to them.

Mr. HArRrROLD: That may give you a wrong impression. What we meax}t
there was that these people had not been putting it in the permit book. It is
just an interpretation of what we said there. What we meant was that they
‘had not been entering it in 'the permit book.

Mr. SMALLWOOD: Mr. Harrold, I can see the point in your brief, but I
would just like to draw this matter to your attention.

I feel the feed mills are serving farmers to a certain extent. In the efastern
part of my constituency last year there was a feed mill at Lloydminster.
Unfortunately, they had a dried and snowed-under crop for a number of years
there, and he had to go outside his local area to get grain from Saskatchexyan.
He was continuing this, bringing the grain in, oats at 50 cents a bushel., grind-
ing, and selling back to the farmers who needed the feed. He was doing that
until the wheat board caught up with him. : :

I have here copies of letters sent to him threatening pros.ecutlon. I also
have copies of letters sent to the farmers threatening prosecution. So' he had
practically to stop this source of supply, and instead of the farmer being able
to go into Lloydminster, 50 miles, 10 miles, to get a load of ground feed, he
was forced to drive 100 miles, or 150 miles to other elevators and buy the
grain out of the elevator at about 74 cents a bushel. It was causing great hard-
ship to those farmers in that area. .

Mr. HARrOLD: That is possible, probably, in isolated cases; but certainly
the ones I know-of, the farmérs have no difficulty in hearing about a source
of supply and getting their supplies directly from the producer.
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I know up in the area where we are there has not been a surplus of grain
so much, but there have been truckloads come from the Drumbheller area, for
instance. We have feed mills that operate as a transfer operation, and when
the producer wants grain, he indicates that he wants the grain. Then they
find a source of supply and are able to get the two parties together and do
just about as much business as they would by buying it directly.

Mr. SmaLLwoop: The wheat board definitely informed him that he could
not buy grain outside the permit area of the Lloydminster station. That grain
was not available last year, so he was going outside that area to buy the grain.
They put a stop to all this, and it caused great hardship to farmers to get
feed in this instance.

Mr. JORGENSON: Mr. Harrold, you said this was an isolated case. I suggest
to you that it is not an isolated case: there are a good many cases like this.

I would also say this is the type of service that the consumer of feeds,
the feeder, wants. He does not want to be running all over the country
looking for feed himself. He would much prefer that the feed mill supply
the service for him, and all he has to do is go to the feed mill and buy the
prepared feeds as he wants them, with the concentrates and supplements
that he requires in his feed.

All the feeders in the area are asking is that they be allowed to do this.
They are not, at the moment, because this regulation of the board prohibits
the feed mill from carrying on this type of service. That is what we were
discussing the other day.

Mr. SmaLLwoop: If they cannot get around it this way, the feed mills
are going to instal a little machine and buy a feed lot. Then they will be
able to buy the grain and put it through their plant.

Mr. HarrorLp: Did that particular feed mill find there was too much
reduction in their sales when they bought at the higher prices?

Mr. SmarLLwoop: No, I said that they could not get their supplies, and
that it was the farmer who had to pay a higher price because he had to go,
let us say, a hundred miles to an elevator company to buy his oats, and so on
from the elevator company, and to bring them home and grind them.

Mr. McInTosH: On page 5 of the brief Mr. Harrold says:
—manufactured feeds do not contain high percentages of grain.

I wonder if he could give us the percentage of grain in some of the feeds?

Mr. HarrorLD: I was thinking there particularly of some of the operators
who carry on the sale of concentrates; and except for the baby chick prepara-
tions and the baby pig formulae, there is not too high a percentage of grain
in a particular feed which they are selling. It is more a question of selling
supplements and concentrates to add to the farmer’s grain.

Mr. McInTosH: Therefore your statement is wrong. There are some
who do not?

Mr. HarroLD: Is that not what we say here? Just a moment now. Possibly
the word “feed” should not be there. But I would say that the bulk of the
manufactured feeds do not contain a high percentage of grain. And as far as
the feeding areas in Alberta are concerned, there are more supplements and
concentrates sold to be added to the farmer’s grain than there are complete
feeds sold. That is the point we are making here.

Mr. HoRNER (Acadia): Is that in dollars worth, or in tons?

Mr. HarRroOLD: Either way.

The CHAIRMAN: -Are there any further questions?

———,
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Mr. FANE: It would be different if the feed mills were able to buy their
grain. Then they would make up the feed and sell more of the mixed product;
that is, if they could buy their grain directly from the producers.

Mr. HARROLD: That might be true in some areas.

Mr. FANE: Yes.

Mr. HORNER (Acadia): I have another question with regard to feed
and the percentage of it that is grain. I think Mr. Cadieu had a letter
from a feed concern at the previous meeting which said that they process
or put out chick starter and hog starter, and that sort of thing, of which
50 per cent was grain, and the rest was comprised of vitamins, alfalfa
meal, and so on; but that in the case of the bigger rations, for bigger live-
stock, the percentage of grain goes up.

Mr. HarrOLD: No, I think it goes down. Do you mean in a complete
feed?

Mr. HOrRNER (Acadia): I mean in a complete feed, the percentage of
grain goes up.
Mr. HarroOLD: Yes, that is so.

Mr. HORNER (Acadia): This statement was a little misleading.

My other question is this: going back to what Mr. Harrold said with
regard to storage capacity and the desirability of feed mills creating
annexes for greater storage, he said it might be advisable for feed mills
to go into it.

Mr. HarRroLD: No; I said if they were interested in storage revenue.

Mr. HorNER (Acadia): But did you not agree that it might be more
economical for them to do this if they had to abide by the wheat board
regulations?

Mr. HARROLD: Yes.

Mr. HoOrNER (Acadia): Is it a fact that the Alberta wheat pool at the
present time feels there is enough storage available in Alberta?

Mr. HARrOLD: In total.
Mr. HorRNER (Acadia): Yes, in total.

Mr. HarRroLD: As far as our operation is concerned, yes. We feel
there is enough storage available.

Mr. HorNER (Acadia): Yet you want these commercial feed mills to
comply with the regulations of the wheat board, and if they do so, then
you think they should build further storage? ‘

Mr. HARROLD: Yes.

The CHAIRMAN: Are there any further questions? -

Mr. KinpT: If there are no further questions I should like to express
the appreciation of the members of this standing committee to-Mr. Ha.rrf)ld
and to the Alberta wheat pool for appearing before us today and giving
us the benefit of their thinking on this question of deliveries to.feed. mills.
I just want Mr. Harrold to know that we greatly appreciate his brief.

Mr. HenDERSON: I would not like to see anything being done, because
I come from the Dawson Creek area where we have all the grain sold, and
with ample grain still there for feeding cattle. You can go up there a_md
buy it freely; and there are mills, and you can get concentrates. I think
it is working out perfectly in our country. If somebody wants to go up
there and bring back wheat, he may do so.
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Mr. HORNER (Acadia): Yes, but it would be against the law.
The CHAIRMAN: Perhaps everybody should move up to the Cariboo.
Next Monday, May 9, we shall have a little change of diet, when we

-hear from the local custom feed mills.
On behalf of the members of the committee I now thank Mr. Harrold

very sincerely for coming down and giving us his views. I am sure they
have been appreciated very much by the committee.

.
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MINUTES OF PROCEEDINGS

MonpAY, May 9, 1960.
(5)
The Standing Committee on Agriculture and Colonization met at 9.40 a.m.
this morning with the Chairman, Mr. Stanton, presiding.

Members present: Messrs. Boivin, Brunsden, Cooper, Doucett, Fane, Forbes,
Hales, Henderson, Hicks, Horner (Acadia), Howe, Jorgenson, Knowles, Mc-
Intosh, Pascoe, Rapp, Regnier, Smallwood, Southam, Stanton, Thomas and
Tucker.—22

In attendance: From Rural Custom Feed Mills: Mr. W. C. Newman, Q.C.,
legal adviser. Representing Alberta Section: Mr. D. Hedlin, President; Mr. E.
Greenhalgh, Secretary-treasurer. Representing Manitoba section: Mr. A. Rem-
pel; President; Mr. J. Riediger, Vice-President; Mr. F. F. Reimer, Director.

Mr. W. C. Newman presented the brief on behalf of the Rural Custom
Feed Mills.

On the conclusion of Mr. Newman'’s presentation, the Committee adjourned
until 3.30 p.m. this day.

AFTERNOON SITTING
(6)

The Committee resumed at 4.00 p.m. with Mr. Jorgenson, the Vice-
Chairman, presiding.

Members present: Messrs. Boulanger, Brunsden, Doucett, Dubois, Fane,
Forbes, Gundlock, Hicks, Horner (Acadia), Jorgenson, Kindt, Knowles, Lahaye,
MecIntosh, Nasserden, Pascoe, Regnier, Smallwood, Southam, Thomas, Tucker
and Villeneuve.—22

In attendance: The same as in the morning.
Mr. Newman corrected several figures which he gave this morning.

The members of the Committee questioned the witnesses on the delivery
of grain by producers to feed mills.

The Committee agreed that a list of Rural Custom Feed Mills .members
and the number of customers served by them be made an appendix to the
evidence at a later date.

Mr. Newman made a concluding statement.
The Committee thanked the witnesses for their appearance.

The Committee adjourned at 5.30 p.m. until 9.30 am. Friday, May 13th.

Clyde Lyons,
Clerk of the Committee.
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EVIDENCE

Monpay, May 9, 1960.
9.30 a.m.

The CHAIRMAN: Gentlemen, will you kindly come to order. We have a
quorum, and we will be able to proceed with the business of the committee.

We have with us today representatives of the rural custom feed mills.
Presenting the brief on their behalf will be Mr. W. C. Newman, their legal
adviser. I will ask him to introduce the group that is representing the feed
mills here today.

Mr. W. C. NEwMAN, Q.C. (Counsel for the Rural Custom Feed Mills
Association of Alberta and the Rural Custom Feed Mills Association of
Manitoba): Thank you, Mr. Chairman. On my immediate right is Mr. Arthur
Rempel, from Steinbach, Manitoba, president of the Manitoba rural feed mills
association; Mr. Eric Greenhalgh, from Edmonton, secretary-treasurer of the
Alberta association; Mr. J. J. Riediger, Morden, Manitoba, vice-president,
Manitoba association; Mr. Frank Reimer, Steinbach, director of the Manitoba
association; Mr. David Hedlin, Lacombe, Alberta president of the Alberta
association.

The CHAIRMAN: We will now have the brief as presented by Mr. Newman,
and I will ask you, gentlemen, to withhold any questions until Mr. Newman
has presented his brief in full. Then we will throw the committee open for
any questions which you anticipate you may want to ask the different members
of the association.

Mr. NEWMAN: Mr. Chairman, I apologize for not having had time to make
the brief shorter. I put it together hurriedly over the week-end and it is
longer than it otherwise would be if T had had time for more preparation.

Gentlemen, we wish to thank you for this much appreciated opportunity
to place before the honourable members of this committee the fundamental
facts on which we base our submission on behalf of these feed mills who have
no agreements with the Canadian wheat board. I will refer hereafter to them
as the “local feed mills” and refer to those feed mills with agreement as
“board agents”.

We represent some 85 feed mills in Alberta and Manitoba which have the
following characteristics in common:

1. All these bills have no agreement with the Canadign wheat bo?rd.

2. They are only engaged in the feed mill business in t}_le province

in which they are situated, converting locally produced grain in prepared
balanced animal feed for use by local feeders in their area. "

3. Up to now, during the period that they have no agreement with the
board, none have been forced to observed quotas. I rather stress
that last statement. ;

These local feed mills are faced with this peculiar problem that although
they are the only business designed and equipped to convert feed grains
into prepared and balanced animal food rations in their locality, they are
prevented from efficiently doing so by the imposition of quotas. The producer
can sell directly to the feeder without any regard to quotas, or the producer
can barter his grain to an implement dealer or furniture dealer,‘ and that
tradesman complete a three-cornered deal by selling to a feeder without any
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regard to quotas or board prices either. Nevertheless, this right is denied the
local feed mill men who exist for that purpose, whose operations the board
now seek to cripple by the device of a quota system. What we are dealing
with, however, is not an erosion of the quota system, but the elimination of
wasteful interference in the name of the quota system in the operations of
the small feeder. The large feeder can purchase directly from the producer
without regard to quotas or he can raise his own feed. He can even operate his
own feed mill without regard to quotas. The little feeder can also buy directly
from the producer, but it is much more convenient and much more efficient
for the little feeder to have the operator of the feed mill collect the grain
for him and provide him with the prepared feeds as he needs them. This is
particularly true in grain deficiency areas. An interesting illustration of this
was dealt with by Mr. Smallwood at the hearing of your committee held
on Friday, May 6, 1960. He pointed out how Harold N. Holt was operating a
local feed mill at Lloydminster, Alberta. Because local supplies were hard
to obtain, Mr. Holt had to travel some 100 miles or more to obtain the grain
and then manufacture it into prepared feeds. This feed was sold to local feeders
in that area. Mr. Holt then received a threat of prosecution from the Canadian
wheat board in the fall of 1959, and also the farmers who supplied him with
this grain were threatened. In consequence, Mr. Holt was forced to discontinue
this practice and his customers themselves each had to travel the 100 miles
or so to buy the grain themselves for Mr. Holt to convert it into feed.

This situation also cccurs in the Steinbach area in Manitoba. This area is
located in the centre of a heavy feeding area, but it is not located on a rail-
road. Under the Wheat Board Act a delivery point cannot even be established
there. It is also a grain deficiency area. In order to get supplies, persons must
go up to a 100 miles or more to purchase their supplies from the producers who
have grain to dispose of. The feeders themselves are small operators but do,
in the aggregate, produce a considerable amount of livestock products. They
would prefer to buy prepared feeds in quantities of as little as 500 pounds
at a time, but if each of them is forced to travel to different farmers up to
hundreds of miles away from their acreage, it would not pay them to take
less than a full load, apart from the inconvenience and inefficiency of the
whole operation. Whether or not they buy from the board, the local feed mill
operators’ charge is a modest set amount added to the cost of grain and it is
more economic than the smaller feeders doing it for themselves. This is
discussed by Dave Hedlin, a local feed miller at Lacombe, Alberta:

April 12, 1960.

Our business is one of grinding or rolling grain and adding sup-
plements to make livestock feed. We process mainly hog feeds. Our
procuring, processing and selling of grain works as follows:

We buy barley from R. Jones, a large operator in our district who
grows far more than he feeds. Oats we get from I. Gottsdich, who has
surplus and incidentally needs money for everyday living. This grain is
paid for at rates shown in the appended sheet. ;

Selling is usually done as follows: McKay Bros. phone in and ask
us to prepare 4 tons of oats and barley chop and to mix in 1200 1b. of
hog supplement and have it ready by 11 a.m. A little later Frank Nunn
comes in with his 1941 coupe and small two wheel trailer and asks
for 4 ton (1000 1b.) of barley rolled for his ewes.

Now McKay Bros. are fairly large operators and could no doubt
hunt up grain from neighbours, bring it to our mill and have it pro-
cessed. However if you do as McKay Bros. did and look at our 2c.
handling charge, you will agree with them that it is not worth their
while to hunt up this grain.
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Frank Nunn is different. With his old coupe and trailer he has
to buy from a mill if necessary at Board price.

While the bulk of our business is processing the farmer’s own grain
and returning it to him, we are rendering a real service in procuring
and supplying feed to feeders who need it.

The inconvenience and inefficiency represented by the attempts of the
board to interfere in this trade can be better visualized by the members
if they were faced with a ruling that from today on they would not be
permitted to purchase their meals at any restaurant, but that they each must
travel out to the poultry producers and market gardeners and obtain their
eggs and vegetables directly from them; bring them to the cooks and have
their meal prepared for them. They would be given the privilege of having
salt and pepper added and other supplements, but they would have to
receive back their own eggs or vegetables cooked if they wanted to eat, or
exchange a limited quantity of uncooked eggs and vegetables for cooked
eggs and vegetables. You would ask, when faced with this, apart from being
clumsy and foolish, what useful purpose could it serve, and that is the question
that feed mill operators are asking about the interference of the Wheat Board.

It is evident that the feeders are permitted to buy directly from the
producers and to have the grain custom ground for them and supplements
added by the feed mill operators so long as the identity of the grain is pre-
served. That is order No. 7. At the present time, rather than each man doing
this himself, the feed mill operator obtains the grain from those from whom
it is available, manufactures it, and has the prepared feeds immediately avail-
able at his mill for the local feeders. To permit the feed mill operator fco
continue this operation, surely, constitutes no more than an improvement in
efficiency in the operations of the small feeders. To insist that it be discontinued
will not protect the quota or add to the good name of the Canadian wl}eat
board but will constitute only a wasteful interference with the operations
of the local feeders—which the industry simply cannot afford.

In asking for the continuation of this present efficient operation by the
local feed mills, which in point of fact, has always been carried on by them,
they are not seeking unfair advantage so far as Ontario or eastern feeder; are
concerned. The Manitoba feeders are only asking to be placed in a position
equal to that of the Ontario producers. =2

In Ontario in 1959, the Ontario farmers produced 99 million bushels of
oats. The Ontario feed mills are free to buy these oats without regar d to quqta,
prices or any interference by the board. The only time thg Ontario feec'i mills
have to concern themselves with the Canadian wheat board is whefl they 1mport
feed supplies from outside their province. The Manitoba feed m{llers w1thoudt
agreement with the board are asking that they too may buy _Wlthou’c. o
to quota from the 60 million odd bushels of oats produced in Manitoba n(;
1959. The Alberta feed millers are asking that they may buy without relggﬁjrg
to quota their needs from the 97 million bushels of oats in Alberta (;n 959.
Both feed millers in these two provinces are prepared to pay }:laoaI: pl}‘éices
for any feeds imported from outside their respective provinces. Sqre Y, In asking .

; et feed millers, they are
to be placed in an equal position to that of the (?ntarlo ; e 5 6
not asking anything which is unfair, and which, in the name ol equily, s
i t : : ;
5 dﬁ:niiisiobél et—':rlflnphasized throughout the whole of this brlgf 1:’cha’c t]:t1e lf}fa%
feed mills are only asking to be free to buy without regard to quota, tha
v : ed feeds to local feeders only.
grain they actually sell in the form of prepar 4 1 st
The mills T represent have no agreement with the board and are, and sha
p : The millstone that
remain, free to buy without regard to wheat boar.d prices. -4 7
% qs : d their necks is labelled “quota”. They are
some bodies are trying to hang aroun t hoard or ahy Giher oy
prepared to establish to the satisfaction of the whea
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that all the grain they purchase is actually delivered to feeders within their
own province, to be used for feeding purposes in that province. As has been
previously pointed out, the quotas can be circumvented today by the feeder
buying directly from the farmer or from an implement dealer or furniture
dealer who in turn bought it from the farmer, and the only difference is that
the one is clumsy and inefficient operation and very unfair to the small
feeder, and one the industry cannot afford in any event.

We should also emphasize that in the past the local feed mill operator
has never been actually forced to have regard to quotas provided he had no
agreement with the board. For the first five years of the wheat board’s operation
there were no quotas. However, quotas were instituted in 1940 but there was
no attempt to force the local miller without an agreement with the board to
observe them. The board at that time was wholly concerned with its proper
duty of attending to the orderly marketing of interprovincial and export trade
in grain. For the first time in 1957 and 1958 was there any real attempt made
to impose quotas on the local feed mill operators who had no agreement with
the board. As a result of two test cases carried through the courts, these
attempts to interfere with local feed mills were suspended. However, com-
mencing in 1960, the attempts are now being renewed. So far as the feed
mills are concerned, in actual practice their present difficulties with the board
are not caused by their attempts to break away from a long established
practice, but rather an invasion by the board now launched some 25 years
after the Canadian wheat board was established. For 25 years the board has
managed to survive without imposing quotas on the local feed mill operators
who had no agreements with the board, and they have produced no evidence
whatsoever that there is any fresh reason to believe that the board is now
endangered more than it ever has been before. Their case, strangely enough,
is a perversion of the actual facts. They have wrongfully made out their case
as one of preservation of enforcement of a long established system of quotas
respecting feed mill operators with whom they have no agreement. The very
fact that the board has sought to put their case in this manner is very
significant.

Perhaps the real cause of this latest development is the irritation felt by
feed mill operators who have an agreement with the board, and by the fact that,
as board agents, they must pay board selling prices for the grain they actually
use in the manufacturing of feed. It is the wheat board who imposes this obliga-
tion on its agent feed mills, not the other local feed millers. The latter take
the position that whether you sign an agreement with the board or not is a
matter of choice for the feed mill operator concerned. A feed miller obviously
will only enter into an agreement with the board if on the over-all balance,
it seems more profitable for him to do so. His only problem arises because
since he has seen fit to enter into an agreement with the board, he is forced
to comply with the term imposed by the board in that agreement—that he must
pay to the board the board’s selling price for the grain he uses. We should also
point out that the price the board agent must pay is not the price he pays to
the farmer, which is the initial price, but the selling price of the board. This
selling price was, as pointed out by Mr. Cadieu, in one case more than 9% cents
per bushel than the board paid.

At page 34 of the transcript of his evidence before the committee, on May
2nd, 1960, Mr. McNamara is quoted as follows:

I have the information on prices, and I will give you a few of the
basic grades on barley. No. 1 barley, basis Fort William, the initial pay-
ment price is 87 cents a bushel;—that is what the board pays to the
farmer—and our selling price for No. 1 feed barley on April 29, on

Friday, was 964 cents a bushel. That is what the board’s agent must pay
for the grain he uses.
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For No. 2 feed barley, our initial payment price is 83 cents per
bushel, while our selling price was 95% cents per bushel.

On oats, taking again the two basic feed grades, the initial payment
price for No. 1 feed oats, basis Fort William, is 55 cents per bushel,
while our selling price last Friday was 76} cents per bushel. ;

No. 2 feed oats, initial payment price is 50 cents, and the board’s
asking price was 731 cents.

No. 6 wheat is another grade of feed. The initial payment price is
$1.02, and our asking price for No. 6, basis Fort William, was $1.473.

Mr. Forbes: These are the prices at which you sell to the feeders?

Mr. McNamara: That is right, on the basis of Fort William, and the
initial payment prices which we pay on them.

This mark-up which you have noticed includes storage charges for grain
that was not stored, brokerage charges for grain that was not sold by a broker,
interest charges for money that was not borrowed, as well as a portion of the
board’s fixed administration expense which does not exceed 1/20th of a cent per
bushel. We feel that the agent of the board, by a contract he voluntarily entered
into, may have a legitimate complaint about his being forced by the board to
buy at such selling prices. But that is a matter between such board agent and
the board, and not one between the board agent and the local feed millers.

However, the producer is not paid more if he sells his wheat to an agent
of the board in the first instance, because the local feed mill operators are, in
fact, now paying at least the initial price as is paid by the board for the grain
they buy, and they are quite prepared to be bound to do so. A typical price scale
in Alberta is as follows:

HEDLIN’S FEED SERVICE
Lacombe, Alberta

Oats Barley Wheat
No. 1 Feed No. 1 Feed No. 5
Wheat Board’s initial payment to
farmers, Lacombe—fall, 1959 .. 421¢ 69%¢ 90%¢
Price per bushel paid by Hedlin
at Lacombe, f.ob. Mill ...... 55¢ 75¢ $1.00

Wheat Board’s selling price ex
elevator, Lacombe, April 8th,
B0 e sl P W 69i¢ 87%¢ $1.378

Then again you have the selling price also ex Dufrost.

A typical price scale in Manitoba is set out below. This is taken in the
Steinbach area, which is some 30 miles from Dufrost. This is noteworthy, in
that the price, f.o.b. mill includes the cartage from Dufrost to Steinbach of ap-
proximately 5 cents per bushel.

Oats Barley Wheat
No. 1 Feed No. 1 Feed No. 4
Initial prices paid to producers
by, Wheat Board 'ii .t au.os sois 461¢ 75%¢ $1.12
Prices paid by local feed miller,
f.o.b. feed mill—Steinbach .... 55¢ 80¢ $1.20

Selling price to Board agent
ex Wheat Board, f.o.b. Dufrost,
April 1Bth, 1960 .5 i dcaiizaeie 3¢ 92¢ $1.45%

From the standpoint of the producer of grain, the only possible benefit that
he may lose is the additional payments from the board on such grain if it had
been delivered to the board. In this regard it is interesting to note that in the
crop year 1958-59, there was no further payment for oats or barley made
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beyond the initial payment, and that, in point of fact, the initial payment on
oats was such that it left a debit balance in the 1958-59 pool account of
$1,379,142.31, which had to be paid for by the federal government itself.

We have been informed by Mr. McNamara, chief commissioner of the
Canadian wheat board, that the final payments on oats and barley in the
present year were of an amount less than what we have shown as the premiums
paid for feed grain by the local feed mill operators of Manitoba and Alberta in
the present year. Therefore, so far as oats and barley are concerned, the
producers are receiving from local feed millers, as much or more than they
would have received from the board’s agents in the last two crop years. The
producers have also derived other advantages and so has the whole of Canada.
In the first place, if the oats and barley delivered to the local feed millers
were withdrawn from the millions of bushels stored on prairie farms, the
producer would have his cash now with which to pay his pressing needs or,
if he were well off, to invest the cash and receive interest on it. This is more
than he gains from the grain stored on his farm. The sale of such grain to the
local feed miller releases the pressure on the farmers’ storage facilities. It also
introduces some extra cash into the community.

It has been suggested that the sale of such grain directly from the producer
to the feed mill operator will lessen the number of bushels in the pool operation
against which the cost of the pool operation can be divided.

You will remember that Mr. McNamara made that suggestion, in answer
to a question, when he was testifying.

How can this, however, be regarded as valid when in the report of the
Canadian wheat board, 1958-1959, at page 2, it is shown that apart from all
stocks of grain in elevators, there is stored on the farms themselves, as of
August 1, 1958, the following amounts:

Reats Coa il T e s G S e 201,000,000 bushels
IS 0 T e s s o e S TN s R Y 88,000,000 2
127 v U M PR RS ot e R R g e T 55,000,000 2

Since Mr. McNamara, chief commissioner, in his evidence before this com-
mittee estimated that the amount of grain used by the feed mills amounted
to 3,500,000 bushels, and all was drawn from grain stocked on the prducers’
own farms, it can be seen that none of the grain involved was absorbed in
any way in the pool’s operations. It was backed up on the farmers’ own land,
yielding no return to the farmer, nor costing the board any money. The board’s
pool operations for oats and barley only involve oats and barley actually
delivered to the board’s agent. The grain that is on the farms is not an expense
to the board, nor eligible to share in any of the expenses of the pool so
long as it does not find its way to the facilities of a board agent. The delivery
by the producer to the local feed miller does not cast any extra load on the
participants in the pool, but, in fact, tends to reduce the tremendous pressure
of the surplus excluded involuntarily from the pool’s operation.

Even if the pool were able to, it seems unlikely for many years, to clear up
all the surpluses on the farms and take them into the pool and then reduce
the pool’s stocks so that the elevators are less than full. While the subject
will for many years remain an academic one, the emptying of the elevators
in any event would involve a saving and benefit to all participants in the pool.
This is evident from the following. The fixed administration charges of the
Canadian wheat board on the basis of the 1958-59 crop, on the one hand,
do not amount to more than 1/20th of a cent a bushel, but the storage charges
for grain for the same year on the other hand, as set out in the report of the
Canadian wheat board for the crop year 1958-59, are as follows:

ok et e el e RS AR R S S 53¢ per bushel
LS s o e T e e e M e s 63¢ 7 &
Batley L lnid e e e SR s

e —————
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We have computed on the basis of data in the said report that when the fixed
charges on diminishing stocks increase $1, that countervailing savings on
storage charges in the case of barley would be $30; in the case of oats, $64.50;
and in the case of wheat, $55.

Mr. BRUNSDEN: What is the basis of that calculation?

Mr. NEwMAN: If the wheat is not stored in the elevator you save storage
charges which, in this case, is 53 cents; but with the fixed charge being only
1/20th of a cent a bushel, you can see how things divert. We trust that the
owners of elevators in Canada will not have such a vested interest that they
will dread the happy day when surplus storage stocks are cleared. Actual
cases have been known of experiencing difficulty in acquiring grain from
board agents, because they do not want to lose the storage charges on it, if
they deliver it out. That has occurred. Storage charges are an important thing.

One of the basic facts of this problem is that the feeders who purchase
the grains from the local feed mills receive the whole benefit of the difference
between cost of grain to the local feed mills and the cost of grain to the board
agent. The passing on of this difference in price is illustrated by the following
tables. The local feed miller merely adds to his cost price of grain, whatever
it may be, his charges for services rendered and materials supplied. We have
selected two typical examples—one from Alberta and one from Manitoba.

HEDLIN’S FEED SERVICE
Lacombe, Alberta

HEDLIN’S PRICES

Oats Barley Wheat

No. 1 Feed No. 1 Feed No. 5
Price per bushel paid at Lacombe
f.o.b. Mill (Hedlin’s) .......... 55¢ 75¢ $1.00
Price charged per bushel for
grain sold before processing.... 57¢ ¢ $1.04
Price charged per bushel for
ground or rolled plus mixed
grain based on $2 per ton proces- 1
sing charge (10¢ per 100) ...... 60¢ 82¢ $1.10

WHEAT BOARD PRICES

Wheat board’s selling price ex
elevator, Lacombe, April 8, 1960 693¢ 87%¢ $1.37§
Add $2 per ton processing
charge ot fo e o Tl 724¢ 92%¢ $1.43§
DIFFERENCE COMPARED TO 333
EOROININ el s Sl s 123¢ 103¢
Wheat board’s initial payment to :
farmers, Lacombe, fall, 1959.... 42%¢ Gg£¢ ?gi‘t
Interim payments to date ...... 7.45¢ 2¢ 1003¢
Farmer received to date ...... 49.7¢ 723¢
DIFFERENCE COMPARED TO 1¢
BEDEINY 3, o i i 5.3¢ -2.5¢

April 12, 1960.
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STEINBACH MILL

Manitoba

Oats Barley Wheat
No. 1 Feed No. 1 Feed No. 4

Prices paid Steinbach, f.o.b. mill
L0 PRORICErS: 4 hE e ds nss e mivio vie s 55¢ 80¢ $1.20
Handling charges in and out.... 05¢ 05¢ .05

Price charged per bushel for
grinding or rolling and mixing .. 07¢ 08.4¢ 104

Total charge to feeders when
grain bought from producers .. 67¢ 93.4¢ $1.35%

Prices paid Steinbach when
bought from board (April 18,

1960y at. Budrost . x. 0 oLl dive. 67¢ 92¢ $1.45%
Handling charges in and out.... 05¢ 05¢ .05
Price charged for grinding or

rolling and . mIXIng; . . < uiesicns 07¢ 08.4¢ 103

Total charge to feeders when
grain purchased from board .. 85¢ $1.052 $1.61

Wheat board’s initial payment

T T SR AN g i A o B L 463¢ 75% $1.12
(Interim)
Additional payment this year.. 8-3/10¢ 03¢ 10

Farmer receives for grain if
delivered to board agent this
= 1 N s S LR R ST 54.3¢ 783¢ $1.22

The feeders without this lowering of cost, simply could not stay in business.
Since the livestock products raised by the feeders with the grain so purchased
is primarily sold in the markets of eastern Canada, they must compete both
as to price and quality with all the deliveries from other parts of Canada
available in those markets, and from the United States of America. In this
regard, we must remember there is no supply in western Canada comparable
to that of Chicago, and that products of more uniform quality can be moved
more promptly from Chicago, U.S.A., than from Winnipeg, or any other points
further west. The price at which these products are sold on the eastern market
is not a regulated price but a competitive one. The amount that a feeder can
pay for his feed and still stay in the market is governed by the amunt of the
- net proceeds of his sales in that market. Two facts illustrate the validity of
these observations. In the livestock and meat trade report, dated April 28, 1960,
issued by the Department of Agriculture of this government, there is set out
the number of bushels of No. 1 feed barley that can be bought by the sale
price of 100 pounds of grade “B” live hog at Winnipeg:

Average Annual

1960—Week Ended 1959 March March Average

Apr.16 Apr.9 Apr.2 Apr.18 1959 1960 1950-59  1950-59
Hog-Barley :

Wintipeg: 5/ uin. L 15.9 15.8 16.6 18.1 1.9 15.5 19.7 19.8
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It also shows the number of bushels of corn that 100 pounds of grade “B”
live hog plus federal premium would buy in Chicago:

Average Annual
1960—Week Ended 1959 March March Average
Apr.16 Apr.9 Apr.2 Apr.18 1959 1960 1950-59  1950-59
Hog-Corn:
Ehleago . i iviiibaye . 135 13.5 13.7 12.7 13.4 135 13.0 13.0

From the foregoing, it will be noted that the price of barley has steadily
increased relatively to the price of hogs, while the price of corn has decreased
even from the 10-year average relative to the price of hogs. A hundred pounds
of grade “B” hog could buy on an average for the last 10 years 19.8 bushels of
barley at Winnipeg, but on April 16, 1960, it would buy only 15.9 bushels of
barley. On the other hand, a hundred pounds of grade “B” live hog in the last
10 years in Chicago would pay for 13 bushels of corn, while on April 16, 1960,
it would purchase 13-} bushels of corn. I regret to advise that hogs still are
very uncooperative; they still eat as much.

In a competitive market, this divergence of prices cannot endure. So far
as poultry is concerned, the effect is pointed up by the figures given in the
poultry products market report, also issued by the Department of Agriculture,
dated April 29, 1960.

This shows that the imports from the United States for dressed poultry
for the year 1960 ending April 23, amounted to 4,487,873 pounds, as against
imports in 1959 for the same period of 1,132,361 pounds, and the detailed figures
are as follows:

INSPECTED IMPORTS
Dressed Poultry

Pounds

Week Ending To date

April 23, 1960 1960 1959
Ehiclkens, "l Rels s e 278,485 1,460,933 344,984
30 d DR S b Bt i S 77,754 1,468,728 427,333
TBIORE . i ot s s g s ks 239,945 1,046,807 =
ey 'Y il NPT i 61,124 511,405 360,044

Fotal 7k s R R 657,308 4,487,873 1,132,361

Incidentally, gentlemen, in the second column, you will notice that tpe
increase is virtually spread equally for chickens, fowl and turkeys; except in
1959 they could not bing in the turkeys. Now they can.

The fortieth annual livestock annual review just published by your Depart-
ment of Agriculture states, at page 32 and, incidentally, they are talking about
hogs here: .

...Following the establishment of the floor prices.by the agricul-
tural stabilization board in October 1958, prices remained at or near
the same levels until the support price was reduced on October 1st, 1959;
from that date, prices were lowered and remained at the lower level until
the year-end. Grade A hogs at Toronto remained very qlose to the floor
price of $25.00 until October 1st, when the support price was lowered
to $23.65. From that date, prices were adjusted to the lower levels, and
with continued heavy marketings during the last quarter the over-all
average for the year was $24.80, or $4.35 below the previous year. The
Toronto-Chicago price spread was much wider than in 1958. Chlcggo
prices were fairly even until the middle of July; from thereon prices
gradually moved down to reach a low of $16.79 a§ the year-epd, making
for a yearly average of $20.26 on a dressed equivalent basis, or $4.54
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below Toronto. The average price for Grade A hogs sold at all public
stockyards during 1959 was $22.99, a reduction of $4.48 from the 1958
average of $27.47. Despite the lower prices paid for hogs, resulting in
an $8.00 per head lower value, the heavier marketings more than offset
these lower prices to establish an all-time record income in the hog
market, with an estimated value of $306,859,275.

At page 35 of the same report, the effect of the price of feed on the com-
petitive potentials of the Canadian and American hogs is revealed in the form
of the hog-barley and hog-corn ratios. The hog-barley ratio shows that the
price paid for barley relative to the price received for the hog in Canada has
been increasing for the last four years. In its weekly report No. 16, volume
41, dated April 28, 1960, by the same department, it is shown that the relative
price of barley reached in the week ending April 16, 1960, an all time high of
15.9 bushels. On the other hand, the hog-corn ratio in the United States shows
that the price paid for corn relative to the prices received for hogs has de-
creased. The said weekly report reveals that the relative price paid for corn
in Chicago during said week ending April 16, 1960 to the price received for
hogs is now beneath its average for the last 10 years. This has been caused by
the action of the federal government of the United States in decreasing its
support prices for corn from 90 per cent to 70 per cent of parity.

The practical effects of this are not limited to the movement of hogs. It
also affects the importation of corn into Canada as a competitive feed. The
United States farmer can only store so much on his own farm and in addition,
cannot obtain federal loan for corn which does not meet certain standards.
He finds it convenient to sell his corn when his farm storage facilities are
over-taxed or the corn does not come up to required standards at a price
below the present floor price which is now approximately $1.07 per bushel
at Chicago. With the addition of only a small tariff charge, the cost of trans-
portation and handling, this corn can move into any part of Canada. We know
that corn is being bought by feed mills in Steinbach because it is cheaper
and of more nutritive value than No. 3 wheat or lower grades of wheat. On
March 23, 1960, R. F. Gunkelman and Sons, of Fargo, North Dakota, made a
shipment of bulk feed corn to a Steinbach feed mill having a weight of
36,640 pounds, which was sold delivered at Steinbach at a price of $1.30
per bushel—U.S. funds.

I might point out to the members here that Mr. McMamara said No. 6
wheat was being sold at Fort William at $1.46 or $1.45, and some odd cents.
It is much less nutritive and, I would say, much more over-priced.

This corn is better for feeding purposes than No. 3 wheat, which is
simply not available in the Steinbach area and must be purchased from
board agents by the feed mills.

The feed mill operators feel very unhappy about importing American
corn to feed Canadian livestock in a country where surpluses are piled up on
the farms of their fellow Canadians but for which the board asks prices that
are not competitive with those of foreign countries. Since the products they
‘raise must compete with the livestock products produced in the United States
in the eastern markets of Canada, they have no choice if they want to stay
in business but to keep their prices competitive.

(At this point we might correct a statement given by Mr. Milner,
chief of the board of grain commissioners, in his evidence before this
committee on may 6, 1960, to the effect that the amount of corn im-
ported into Canada in 1959 amounted to only some 6,349,000 bushels.
We have ascertained from the chief of the dominion bureau of
statistics that the correct figure for the importation of corn into Canada
is 12,054,166 bushels in 1959).
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It is estimated that it takes 600 pounds of grain and 60 pounds of supple-
ments to feed a hog to market weight. In Canada, the difference in cost of
raising a hog at Lacombe, Alberta, with prepared feed purchased by the
feed mill directly from the producer and with prepared feed using grains
purchased from board agents amounts to no less than one cent per pound
of hog.

The Department of Agriculture, in its releases concerning poultry products
market review also indicates that there has been an abrupt drop in the price
of eggs as shown by the following data published in the weekly report
No. 18, dated April 29, 1960:

Eggs: Spot Prices for Grade A Large on
April 26 this year and previous years.

The prices quoted below are those paid by wholesale buyers for graded ship-
ments from egg grading stations.

1958 1959 1960
WARTRREE - <0t s dauatay’ =t 38¢ 39i¢ 33¢
RORORRG s iy o e e H 38 37 -38 35-36
h S s 1 BRI E 41 38 38%
S T S e R SIS B S 403-41 403-41 37-38
St Tohn: . e s 43 -44 41 -43 37-41
Menetom.: iy s R S 44 37 34
Hadtlak »o 05 el on o s s a s 43 37 37

In Winnipeg in 1958, 38 cents; 1959, 393} cents, and down to 33 cents, in
1960. In Toronto they are 38 cents, 37-38 cents, 35-36 cents. They are up
half a cent in Montreal and down in Quebec. They are down in Saint John, and
down in Moncton, and are holding their own in Halifax.

The Poultry Products Marketing Report also indicates that there has
been a marked drop in the prices of chickens and turkeys. The competitive
relationship between the Canadian and American products is exemplified by
the increased amount of dressed poultry imported into Canada from the
United States, set out in the said Poultry Products Marketing Report dated
April 29, 1960:

INSPECTED IMPORTS

Dressed Poultry

(Pounds)

Week Ending To date

April 23, 1960 1960 1959
CRIGBEIE .\ 4ot o s 278,485 1,460,933 344,984
N s o s 77,754 1,468,728 427,333
S S R R S Ll 939,945 1,046,807 2
Ohgrs T8 e e e S 61,124 511,405 360,044
HOERE 5 3 o T A - 657,308 4,487,873 1,132,361

You will notice that during the three and a portion months there has
been an increase of 3,300,000 lbs.
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The practical effects of such reduction in prices on the income of the
actual feeder can only be gained by looking at specific instances. We now
set out hereunder the actual balance sheets of individual producers respecting
livestock products raised by them in 1959, and indicate also what practical
differences would have occurred if these feeders had bought at board selling
prices. The first instance is the project of Mr. Jacob D. Dyck of Morden,
Manitoba, who raised 380 chickens, consisting of 325 pullets and 55 roosters:

JACOB D. DYCK—Morden, Manitoba

Wheat
Regular Cost Board Cost

325 pullets—55 roosters
EORE OIS s ok o e i $ 257.00 $ 257.00

Chick starter—1,300 1bs. ‘........c.....s 73.50 78.02
Growing Mash
(Based on March 29, 1960
EIAREEt DEICES)e w . hn o o i T i iy o Yo 420.25 483.79
Wheat—=8,700 1bs.
Barley—1,450 ”
Oats —1,450 ”

Batemng . Wash =5 0 mogs L2 P e 704.00 806.77
Wheat—14,300 lbs.
Barley— 2,200 ”
Oats — 2,200 ”

TESUIRE . o, cbnr et S ot S L e bl 11.00 11.00

OpSter. Shells ot v £ e T e Ay o R 19.25 19.25
$1,485.00 $1,655.83

Total revenue from sale of

eges; . April’ 1o Begy BLUst LWl T e, $1,250.96 $1,250.96

Operating loss re egg production: ...... $ 234.04 $ 404.87

Estimated value of birds,

Pee. - 3istibasis -1 per bIrd- 1. ol i $ 380.00 $ 380.00

Gross Profit—with no allowance for labour $ 145.96

Net Loss—with no allowance for labour 794,87

Growing Mash Formula Hot Mash Chick Starter

WERE AR D Loy s Sy 1,200 - 1,300 1,300

2 T A A I I 200 200

5T AT e B st 200 200

There was some discussion of the formula for the constituents of feed,
and we show you a little detail there of what they actually involve.
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D. G. KLASSEN—Steinbach, Manitoba
Chickens raised at Steinbach

Feed consumed per bird:
Basis: 3 lbs. starter feed
6.6 1bs. finisher feed
Total feed consumed:
39,030 lbs. starter feed=25,370 lbs. wheat=65% of formula
85,930 1bs finisher feed—=64,448 lbs. wheat=75% of formula

No: of- birds. raarkete@ « su i Lol iaisne s 13,008
Live: weight' of 'birde 58S ead Wn. condck 45,243 1bs.
Gross. Incomeé ‘from 'Balei ;i v v s vad s $9,094.23
Regular Cost Board Cost
Cohieks CORE R T 5 ilerant o wibis: s ol s 5 $2,070.00 $2,070.00
Feed Cost ($1.25 per bushel of
wheat including supplements) ...... ] 5,227.66 5,620.61
Arecieabion " & Tl st v i e 86.92 86.92
£ R ) R Ay i o S 0 R Yl 260.16 260.16
F i it R (e o et oS L e B 130.08 130.08
035,70 o TR 0 U0 Rk e o SR AR | e 130.08 130.08
Tnsuranes--(IPEh L Gl R T S 130.08 130.08
Repairs and Taxes (2¢) ............ 325.20 325.20
Depreciation on
building and equipment ............. 455.28 455.28
$8,815.46 $9,340.90
Gross. INcome i i Sevidsisiss $9,094.23 $9,094.23
b5 g nY ol 1o A o SR S 8,815.46 9,340.90
Profit with no allowance for labour
with feed mill grain ............ $ 278.717
Loss with no allowance for labour *

with Board agent grain ........ $ 11418

95

The figures for a turkey project at a turkey farm in Morden in 1959 are

Live weight of birds marketed:
GU.882 1bs @ AR it v e
Feed consumed as follows:

Per Bird Total All Birds

1bs.

9 -1ps, ' starterideed T . a . e S Lt 63,030

B AP mnowereleedc iahda S dn K s 68,450

HRLS. 2~ Brasher T eill *x cos s ol sty it 91,410

2O DS e s T e e sl o o 222,890
Grain contained in starter feed: &

5

Starter —63,030 @ 50% ««wnosinonin 31,515

Grower —68,450 @ T0% .veovoveenns 47,915

Finisher—91,410 @ 80% ......cveions 73,128

Total CWhSatY 5 sk v e sae 152,558

TRotal EOST i as LTl wd sy SR
23079-7—2

$19,552.96

$18,002.70

also dealt with, where 10,000 turkeys were started. In this project, out of
10,000 turkeys with which the project began, 9,003 survived as saleable birds:
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Gross profit—with no allowance for
labour where grain purchased from
Todal” feed TIRHIEE. 5 il i Gmen saan Walses $ 1,550.26

Gross profit with no allowance for labour
where grain purchased from board .... $ 1,016.31

(Difference in feed costs if grain had been purchased at Morden elevator
on basis market price March 30th, 1960 @ $1.463% per bushel would have
reduced the income from this project by $533.95, or yielding a return for
raising 10,000 turkeys, with no allowance for labour, of $1,016.31).

We are advised that the foregoing results are typical and not abnormal
for the relatively small feeders involved in raising livestock products in
western Canada. It can be seen that any increases in their costs would simply
drive these feeders out of the business. Yet the real objective of the board in
harassing the local feed mills with quotas is to increase their costs to those of
the board agents or drive them out of business. Such a move would not add a
dollar to the participants in the pool, because it would destroy the activities
of these little farmers in western Canada who labour 7 days a week raising
livestock products to be sold for cash in markets in Canada and elsewhere
which would otherwise be enjoyed in large parts by producers of the United
States of America.

- I can say that while these feeders may be little men compared to farmers
who own farms of a thousand acres or more, they contribute in the aggregate
to the production of livestock products of a magnitude that is not fully known.
This aspect is dealt with by a release from the dominion bureau of statistics
printed in 1959 and entitled “Farm Cash Income 1959”. It informs us that in
the whole of Canada, the cash income from livestock and animal products in
1959 amounted to $1,750,000,000; whereas the total return from field crops,
including fruits and vegetables, as well as Canadian wheat board participation
payments and net cash advances on farm-stored grains in 1959, amounted to
$997,000,000. The same report shows that in Manitoba the cash income in 1959
from livestock products amounted to $117,279,000, whereas the total cash
income in Manitoba from wheat, oats and barley, including advances from the
Canadian wheat board, amounted to only $86,327,000 or $30,952,000 less. The
same report shows that the cash income received in 1959 in the province of
Alberta from livestock and animal products amounted to $280,009,000, whereas
the return from wheat, oats and barley and all wheat board payments and net
cash advances on farm-stored grain amounted to only $159,789,000 or
$120,220,000 less. The same report indicates, in the case of Saskatchewan, that
the net income in 1959 from the wheat, oats and barley aforesaid amounted to
$348,423,000, and the income from livestock products in 1959 amounted to
$179,503,000. This report, however, goes on to reveal that the total cash income
from livestock and animal products in the four western provinces in 1959
amounted to $665,893,000, whereas the income from wheat, oats and barley,
including wheat board payments and net cash advances on farms in 1959, in
the said four western provinces amounted to only $596,639,000 or $69,254,000
less. \

- When we consider that the livestock industry following the partial adoption
of the principle of deficiency payments now operates relatively free from any
government subsidy; is involved in the conversion of surplus grain into readily
marketable livestock products; and competes in markets to which American
producers have access, we can well ask, having regard to the foregoing figures,
where the balance of benefit lies so far as Canada is concerned as between
feeders and grain producers. When the question, however, is resolved into
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damaging our livestock products industry with little or no corresponding
benefit to the grain producers, there is less doubt what. is best for Canada as
a whole in these circumstances.

It appears to be the attitude of the Canadian wheat board and pool
representatives who have testified to date that the problems of the local feed
mills and of the feeders are to be ignored, and that the only question to be
considered is whether .or not there is any actual or theoretical detriment to
the grain producer. To think like that is the privilege of organizations wholly
and exclusively concerned with the grain producers, but we respectfully sug-
gest that it is not the attitude that people concerned with the over-all benefit
of Canada should share. They should realize that there is a commercial revolu-
tion taking place in Canada and the United States today. With the advent of
chain stores and supermarkets, and their rapid assumption of a controlling
influence in the retail trade, basic changes are occurring. The demand for self-
servable, ready-to-use animal products of a high quality and attractive
appearance and competitively priced on an international basis wherever sold
in Canada is inducing this revolution. A few years ago the turkey and dressed
poultry market in Canada was almost taken over by American producers who
were providing eviscerated turkeys and poultry wrapped in cellophane, which
were not available in Canada. The little feeders whom we have been talking
about proceeded to band together, learn the new technological requirements,
establish eviscerating plants, and in the last few years have won back much
of this market from American invaders. The quality of their birds had to be
better, they had to be finished in accordance with the higher standard, and they
had to be competitive as to price on an international market in order to find
their way on the shelves of the supermarkets in Canada. Right now the feed
cost squeeze is causing them to lose a little ground with American producers
as previously noted in this memorandum. There appears to be nothing inelastic
about the increase of imports of American dressed poultry into Canada of
3,000,000 1bs. in the first three months of 1960. This represented feed consumed
of 500,000 bushels of wheat.

We do submit that the feeders of livestock products in Canada, including
those in the prairie provinces who are even further away from eastern markets,
should be encouraged by the government of Canada in every way, and that
there should be no attempt to cripple them or the local feed mills who supply
them. Together they have struggled to help the feeders to reduce the product%on
gap cost between them and their American competitors. The local feed mills
have not only reduced their costs but have, by providing them with the best
prepared and balanced rations, enabled them to meet the challenge of quality
which is a challenge as much as price, in the food markets of Canada.

. The only question, it would appear to us, that remains is what shoulq be
done about the relative competitive disadvantages between the local feed I:nlller
and the board agents. We have endeavoured to show why the feeder W:ll]. be
driven out of business and an important Canadian industry will be crippled
if the feed cost of the feeder is increased. It would be insipcere and hypercriti-
cal for anyone to deny that the forcing of local mills to abide by the local quota
system would increase the cost of the prepared feeds prepared by the local feed
mill and, therefore, the costs of the feeders. In fact, this is the objective of
this campaign.

In closing, further consideration of the anomaly of quotas for local feed
mills might be considered. The matter of quotas does not affect the board
agent because if the elevators in his area become empty, the quotas can be
increased, and the stock on the farms in that area can be drawn upon to make
good any deficiency. It, therefore, is not unfair to him so far as quotgs are
concerned to permit the local feed mill to buy free of quota. I was going to

23079-7—2%
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suggest that if you put a quota on romance, it does not affect the man with
the harem as much as it does the chap with less.

In the fixing of these quotas, the board in its annual report, shows that
from the beginning to the end of the crop year there is a continuing variation
amounting to as much as 300% between the different quotas fixed at different
delivery points. This may not appear to mean much if you say it quickly, but
it means a great deal to the farmers involved. For instance, in Manitoba,
according to Handbook of Agricultural Statistics, published by the Dominion
Bureau of Statistics in September 1959, the average yield per seeded acre in
1958-59 amounted to 24.6 bushels per acre.

Mr. McNamara, in his evidence before this committee on May 6th, 1960,
admitted that these stringent quotas were fixed on the basis of space avail-
able in the elevators of the board’s agents exclusively, without regard to the
capacities of the local feed mills. At those delivery points where there was a
two bushel quota per acre, even where the feed mill operators were short of
grain for their feeders, the board took the attitude that they should be
restricted to a two bushel quota even if a six bushel quota per area was
enjoyed by most of the other districts.

Furthermore, special excess quotas have been allowed for malting barley
or seed grain without regard to the fact that all farmers are not raising such
Crops.

We repeat also that during the last twenty-five years the Board has not
insisted on feed mills that have no agreement with it in being harassed with
quota restrictions.

Since, as we have tried to point out, the indirect use of the quota system
to cripple the operation of the local feed mills and indirectly to force their
costs up, would hurt the livestock production industry without yielding any
corresponding benefit to the producer, we are apparently left with only two
other excuses. One excuse is that certain farmers may benefit more than others
by selling their grain to the feed mills. This has already been answered in the
foregoing paragraph. We might also observe that there is some inconsistency
in suggesting on one hand that the producers who sell to local feed mills suffer
from it, and, on the other hand, condemning it because the producers who sell
to the feed mills derive an advantage that others do not share.

There is no inconsistency, however, in our suggestion that this attempt to
hobble local feed millers will harm feeders and producers of livestock prod-
ucts, and, on the balance, Canada as a whole, without affording any compen-
satory benefit to the grain producer.

In addition, it is obvious that the ranks of the feeders are not exclusive,
and that any farmer, as a general rule, who is prepared to work seven days a
week for relatively modest returns can be a feeder also and receive himself the
benefit of lower cost feed. Should we not encourage people who are not afraid
to work for the overall benefit and the good of Canada?

T}}e other excuse is that it places the board agent, so far as feed mills
pperatlons are concerned, at a disadvantage. We must point out that if there
o d_isadvantage it is wholly imposed by a term of his contract with the
Canadian wheat board which binds him to pay the board’s selling prices for
feed grain used by him and that the board agent voluntarily entered into this
contract for reasons that must be adequate to him. Like every contract, it has
its advantages and disadvantages.

Sor_ne of the advantages are that the board agents receive storage charges
fgr grain stored in their elevators and have the exclusive rights to interpro-
v1nc1a1.and export trade. One of the contract’s disadvantages imposed by the
board in thg1r contract is that the board agent must pay board selling prices
for fee.d.grams used by him in his feed mill business. While undoubtedly such
a provision places the board agent at a disadvantage with the local feed miller,
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it is not fair to impose this disadvantage on the feed miller and withhold the
advantages also.

In any event, we have submitted facts and reasons to the effect that it is
not good for Canada as a whole for the producers of livestock products to
increase the costs of feed grain by which they are supplied by the local feed
millers. We do not oppose the board agents having their contracts with the
board modified so as to permit them to pay for the feed grain used by them at
the same prices as the local feed mills in that locality because this, we feel,
would be of general benefit to the feeders and consumers of Canada and not
otherwise.

We have dealt, in the foregoing pages, with the needs of the local feed
millers and the reasons why they should be protected from the board’s indirect
campaign to increase their costs by harassing them with quotas for the first
time in twenty-five years. We have suggested that this move of the board
is not dictated by a concern for the good of Canada but by a desire to placate
the unhappy board agents whose unhappiness arises from a contractual term
in the contract stipulated by the board itself. Whatever may be the solution
of the difficulties of the board agents arising from their voluntary negotiations
with the board, we respectfully submit that local custom feed mills should
be protected from this quota campaign by the board by a change in the act
itself. We do seek a recommendation by your committee that an amendment
be made to section 45 of the Canadian Wheat Board Act by adding another
subsection to it which excludes from the ambit of that section those feed mills
who exclusively procure feed grain in the province in which their mills are
situated for the purpose of preparing animal feeds, and which animal feeds
are used for feeding livestock in the same province. We also suggest with
respect, that your committee recommend that the schedule to the Wheat
Board Act should be amended by deleting from its list the names of those
local feed mills which come within the terms of the suggested amendment to
section 45. We further submit that the schedule be further amended by
deleting from it the names of mills that have ceased to exist or to be used as
such. We know, to our personal knowledge, for instance, that in this schedule
there are the names of three mills, two of which have been demolished for
ten years, and one of which for the last eight years has been used as a storage
shed for machinery and petroleum products. Such vacant pieces of ground
or rural storage shed can hardly qualify to be solemnly dedicated by the
parliament of Canada as “works for the general advantage of Canada’.

All of which is respectfully submitted for your consideration.

The CHAIRMAN: Gentlemen, there are many members of this committee
who are called out on another very important committee. They are very
desirous of being in the committee and taking part in its deliberations. I was
wondering if it would be satisfactory to the committee to adjourn now un-tll
this afternoon at 3.30. You will have an opportunity then to peruse the brief
more fully. Or would you like to carry on?

Mr. BRuNsDEN: Is 3.30 a good hour, Mr. Chairman, having in mind some
international questions today?

Mr. SMALLWOOD: Leave it until after orders of the day.

The CHAIRMAN: That is what I meant, 3.30 or after orders of the day.

Agreed.
The CHAIRMAN: All right, gentlemen, we will adjourn now and meet at
3.30, or after orders of the day.
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AFTERNOON SESSION

Monday, May 9, 1960
4:00 p.m.

The Vice-CHAIRMAN: Gentlemen, we have a quorum. You all have copies of
the brief that was presented this morning. Mr. Newman wants to make a
statement before we open the meeting for questioning, and I will allow him
to do that now.

Mr. NEwMAN: Mr. Chairman and gentlemen: I notice a discrepancy in the
figures, which I checked with the department, and I would like to make
corrections. In the brief, at page 9, in the middle of the page, I said:

In this regard it is interesting to note that in the crop year 1958-59—
It should be “1956-57":

—there was no further payment for oats or barley—
“or barley” should be deleted. Then:

—Ileft a debit balance in the 1956-57 pool account—

and it is not $1,379,142.31; it is $2,113,093.24. So that sentence should now
read:

In this regard it is interesting to note that in the crop year 1956-57,
there was no further payment for oats made beyond the initial pay-
ment, and that, in point of fact, the initial payment on oats was such
that it left a debit balance in the 1958-59 pool account of $2,113,093.24.

In the following paragraph we stated:

We have been informed by Mr. McNamara, chief commissioner of
the Canadian wheat board, that the final payments on oats and barely in
the present year—

That should be “1958-59”. And I may say that the final payments for No. 1
feed oats in 1958-59 were 8.318 cents, and for No. 1 feed barley, 2.991.

The other correction is at page 12. This deals with Mr. Hedlin’s prices,
including the wheat board’s initial payment, and it shows the interim pay-
ments as being 7.45 cents. In point of fact, it should be 8.318 cents. That is,
in the payments to date, 7.45 cents, it should be 8.318, or roughly 3%o cents;
and the farmer received to date 15'%y, leaving still a difference in favour of
Hedlin of 4%y cents.

Those were the changes I wanted to make, Mr. Chairman.

The Vice-CHAIRMAN: Thank you, Mr. Newman. The meeting is now
open for questioning and, as usual, gentlemen, if a member has a series of
questions to ask, I would ask the other members to allow him to pursue his
line of questioning until he has completed it, before the next member takes
the floor. Are there no questions?

Mr. FaANE: Yes, I have a question, Mr. Chairman. The fact has been
brought out and established that all feed mills are eligible to be agents of
the Canadian wheat board.

Will not the fact that they know that satisfy them, so that they can buy
as agents for the Canadian wheat board, instead of just letting them buy on
the open market without any restrictions as to quota or making out the
necessary returns for the wheat board?

Mr. NEWMAN: Mr. Fane, it is the choice of the local feed mills that I
represent not to enter into an agreement with the board; just as it is the
choice of those board agents to enter into an agreement with the board.

Mr. FANE: Yes; but I say they have the choice, but why do they not wish

to avail themselves of that choice, as well as the ones who do wish to avail
themselves of the choice?
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Mr. NEwMAN: I think there is an over-all difference, because the local
feed mills that I represent are wholly involved in grinding and preparing
grain as prepared feeds for the local feeders in their area; and that is their
business. Whereas a board agent usually has elevators and is interested in
storage and is interested in the inter-provincial and export trade. g

We really represent a specialized business on a small scale, wholly in-
volved with feeders; and feeders simply cannot pay today the higher prices
that would be involved if they were board agents.

Mr. BRUNSDEN: Is there any coordination between the two groups? Do
you have any common consultation together, or have you an affiliation of
any kind?

Mr. NEwMAN: No, we have no affiliation, sir.

Mr. McInTosH: Mr. Chairman, do you want me to go right through with
all my questions, or just—

The VicE-CHAIRMAN: I would prefer that, if you have a series of ques-
tions pertaining to one particular subject, you will complete that one, and
then we can go on.

Mr. McInTosH: It will take me some time to gather these together.
Perhaps somebody else had better go on.

Mr. HorNER (Acadia): I notice that on the first page you start off with
an item, clause 3, and you say:

Up to now, during the period that they have no agreement with the
board, none has been forced to observe quotas.

Do you, then, anticipate stricter enforcement of this quota legislation,
and is that your main worry, more or less?

Mr. NEwMAN: Yes; it is the change in attitude that has been made very
clear to us this year.

Mr. HORNER (Acadia): Just this year?

Mr. NEwmMmAN: That is right.

Mr. HorNER (Acadia): Since the court cases, shall I say?

Mr. NEwMAN: That is right. And I might state, if I may, that the court
decision—the matter has never been dealt with by the Supreme Court on its
merits. That is, it has hitherto been regarded as beyond the jurisdictiop of
the parliament of Canada to deal with the trade wholly within the province,
such as we are dealing with here. But the Supreme Court did refuse to grant
leave to appeal, and their leave was necessary. They never heard the case
on its merits. But following the disposition of that, the board has n‘}ade it
very clear to us that they intend to see this matter through, and that is why
we are asking to be relieved in a legislative way from this problem.

Mr. HorNER (Acadia): Then you would agree with the statement made
by the president of the Alberta wheat pool, that 3.5 million bushels purchased,
according to the dominion bureau of statistics figures, have been purchased
illegally, according to the wheat board’s new interpretation, or considered
interpretation of the regulations?

Mr. NEwMAN: We will agree that it is in contravention of tbe rule. Bl,:lt
we still say it is: unconstitutional. It is in definite contravention of their
requirements. =

Mr. HorNER (Acadia): How do you maintain that it is unconstitutional?

Mr. NEwMAN: Because we still say that the governing of a trade w}'xolly
within the province, such as we are involved in, is a matter for the provinces
in which—

Mr. HORNER (Acadia): And not for the wheat board?
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Mr. NEwMAN: Which is a federal board; that is right. I go back to the
old Bennett legislation respecting the natural products marketing cases, and
so forth, where that was dealt with.

But I am not stressing that legal aspect here, because it can all be cleared
up if you amend section 45 of the act, and the schedule.

Mr. HorNER (Acadia): Do all feed mills who have arguments with the
wheat board operate outside the province?

Mr. NEwmMAN: I will put it this way: I cannot visualize any elevator that
was wholly engaged in the business that my clients are engaged in having an
agreement with the board.

Mr. HOorNER (Acadia): But apparently, according to the wheat board’s
figures, there are 122 feed mills operating in the three provinces. No, the
figure is 180; and some 58 of them have agreements with the wheat board.

Mr. NEWMAN: Yes; but they would also be involved in inter-provincial
and export trade. .

Mr. HorNER (Acadia): But is that solely their business?

Mr. NEwMmAaN: I do not know of any. Do you gentlemen know of any
feed mills, not engaged also in inter-provincial and export trade, that have
agreements with the board?

Mr. A. REMPEL (President, Manitoba and rural feed mills associations):
They could have both.

Mr. NEwMAN: None of these men knows of any, Mr. Horner, who are
solely involved in the feed mill business and who have an agreement with
the board.
¢ 'Mr. HORNER (Acadia): On page 26 you stated that the board has not
insisted on feed mills that have no agreement with it being harassed with
quot_a restrictions. Can you give us any reason why the wheat board has now
considered that they should enforce these regulations as you have stated they
will?

Mr. NEwMAN: I cannot speak for them.

Mr. HorNER (Acadia): They have not explained at this time why they
think that now, after 25 years, they should start to enforce the regulations.

Mr. NEwmMmaN: No explanation has been given to us.

Mr. BRuNSDEN: Have you any views as to why, speaking personally?

Mr. NEwmMAN: Yes, I have; I believe that the board agents are com-
plaining bitterly to the wheat board that the wheat board should accommodate
them by going after the feed mills. But that is just my personal belief.

Mr. BRUNSDEN: Regardless of the infinitesimal share of the total of the crop
that is involved?

i Mr. NEwmaN: That is right, or the importance to the feeders involved,
sir.

Mr. HorNER (Acadia): I have a further question.

Mr. NasserpEN: I wonder if we could have a list of the members of
your organization in both provinces?

. Mr. NEwMAN: Yes, we could provide it, but I do not have one available.
Would you like me to forward it?

Mr. NAsSErRDEN: Yes, I know that I would be interested in it.

Mr. NEwMAN: We would be pleased to send it to your secretary.

_ The VICE-CHARMAN: Would you want to have it attached to today’s
minutes?

Mr. NASSERDEN: It might be a good idea to have it put in.
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The VicE-CHAIRMAN: Oh, I am informed by the clerk that it is impossible
for today’s minutes, because it would take a few days in order to get it.

Mr. SoutHAM: I would be interested to know what feed mills from Sas-
katchewan are supporting this brief, here.

Mr. NEwMAN: I only know about the Alberta and Manitoba groups. I do
not know the views of those in Saskatchewan.

Mr. BRuNSDEN: Well, I think you have the best of them.

Mr. McInTosH: I asked the representative of the Alberta pool a question
in regard to a statement in his brief about the percentage of grain which
appeared in the feed. I understand there is more than that—or it was his
impression that there was a very small percentage of the feed manufactured
which consisted of grain. Would you agree?

Mr. NEwmMaN: I would refer you to pages 20 and 21 where, for instance,
in starter feed for chickens the wheat comprises 65 per cent of the formula,
and for finisher feed the wheat comprises 75 per cent of the formula. And
somewhere else I say that in order to raise a hog you take 600 pounds of
grain, and 60 pounds of supplement.

But in fairness to Mr. Harrold, I think he was thinking of the supplement
itself which was furnished by the packing plant, and which contains proteins
and so on.

Mr. McINnTosH: My next question is in regard to a statement on the first
page where you say that the producer can sell directly to the feeder without
any regard to quotas, or the producer can barter his grain to an implement
dealer or furniture dealer, and that tradesman complete a three-cornered deal
by selling to a feeder without any regard to quotas or board prices either.

Is that taken from the act, that word “barter”? Can he not sell directly
to the furniture dealer or to the implement dealer? Can they not pay him
in cash?

Mr. NEwMAN: Oh yes, they can sell or barter.

Mr. McInTosH: In other words, you would say that the furniture dealer
and the implement dealer and the feeder are a privileged class?

Mr. NEwWMAN: You might call them a normal class; but the feed mill
operator is an under-privileged class.

Mr. McInTosH: Why do you make the designation?

Mr. NEwMAN: As far as I can work it out, the wheat board wanted some
device by which they could exercise control. They knew they cquld not
deal with the price; but they used the device of declaring a feed mill to be
for the general advantage of Canada. That is to say, they thought they could
control traffic by putting up a road block on the main highway; b}xt in .thls
case you get a detour all around it, and the result is that it works a discrimina-
tion against the feed miller.

Mr. McINTOSH: May the feed miller, under the present regulations, ship
- his feed over interprovincial boundaries?

Mr. NEwmMmAN: No, they do not do it, nor do they wish to do so. That is,
those feed mills which have an agreement with the board may do so, but if
they do not have an agreement with the board, they may not df’ SO. -

Mr. BRUNSDEN: Is there any evidence that the lqcal feed mill _ope_ratmg
without an agreement is exporting outside the province? I am thinking of
such a place as Lloydminster, which is right'on the border and presumfably
the grain there would be mixed up, some of it from Alberta, and some from
Saskatchewan. It should be a unique case. Are there any examples of places
removed from the border which are shipping over the border of the province
in which the product is grown?
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Mr. NEwMAN: I cannot say that; but as an association we are opposed
to it. We respect the authority of the Canadian wheat board over inter-
provincial transactions, and we are not asking that it be voided.

The members of our organization actually support the wheat board 100
per cent in connection with its interprovincial trade; but we feel that if
they interfere with purely intraprovincial operations, it will work a hardship
for the miller. We appreciate the situation with respect to Alberta and
Saskatchewan suppliers, and we recognize that it creates a constitutional
difficulty; but we are opposed to any attempt to weaken interprovincial control,
even though we believe it would work a personal hardship in these cases.

Mr. McInTosH: May an individual start up his own feed mill, provided
he grows all his own grain, and sell it in the province wherever he wishes,
without any restrictions?

Mr. NEWMAN: No, that is the attitude that the board is now taking, that
he cannot do so. He can grow his own grain and operate a feed mill for himself.
But the minute he sells that feed, the board takes the attitude that he is bound
by quota regulations.

Mr. McINTosH: What control does the wheat board have over these feeds?

Mr. NEwMAN: They say in the regulations that any operator of a feed
mill who is involved in commercial trading cannot exceed more than the
quota. He must enter the grain in the permit books. He can only take grain
from the producers. This applies to every operator of a feed mill.

Mr. McInTosH: If he uses his own feed mill, they cannot stop him using
his own grain?

Mr. NEwmMAN: That is right; but he is subject to a quota, and should
he attempt to sell it to outside men, they say he is bound.

Mr. McIntosH: Under what section of the act is that covered?
Mr. NEwMAN: It is section 16 of the Canadian Wheat Board Act.

Mr. McInTosH: On page 2—I suppose this was in answer to Mr. Smallwood
—I was very interested in the statement where it says that the farmers who
supplied him with this grain were threatened. In what way were they threat-
ened?

Mr. NEwmaN: It is standard procedure that the solicitor of the wheat
board writes a letter and tells them they will be prosecuted if they continue
to do so. The practice is that they first go after the feed mill. They say they
are looking for information as to whom he buys from. And when they get that
information as to whom he buys from, they write to those people saying
that they will be prosecuted if they continue to deal with him.

Mr. FanNE: They say that they will be prosecuted?

Mr. NewmAN: That is right.

Mr. McInTosH: On page 4 where you speak about a person going into
a restaurant and having to supply his own bacon and eggs, you say: “What
useful purpose could it serve, and that is the question that feed mill operators
are asking about the interference of the wheat board”.

I was wondering if you could bring out more definitely, for the record,
this interference about which you are talking, that the wheat board is trying
to impose on the millers. :

: Mr. NEwman: Well, the feed board, in their. order No. 7, which they
said was supposed to take care of the feed mill operation, said that a farmer
or feeder could bring his own grain in and have it mixed, as long as it came
back in its identical shape—he could put it into the mill, wait, and then
get it back; and that was all right. Also, a feeder could buy from another
farmer and, if he wanted to, the feeder could go out to the producer, and
get the oats and barley he wanted, bring it to the mill, and wait until it

s
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is prepared, and take it away again. But, they have the privilege of going
and getting the grain, coming to the feed mill operator, and exchanging it
for prepared feed. So, I said that this is a clumsy way of operating, because
it is more efficient for the feed mill operator to go around the country and get
the grain himself. He knows where to get it, and he can bring it in at less:
and when the feeder comes in his prepared feed is ready for him. I said
it is comparable to our going into a restaurant. We order a meal, and it
is given to us. How inconvenient it would ‘be, if we were forbidden to buy
it, and had to go out to the producer, obtain the egg, or whatever it is, and
bring it back to the cook, in order to have their meal prepared for them.

Mr. BRUNSDEN: Sometimes you would get a decent meal that way.

Mr. McInTosH: If what you say is correct—that all the feed mills will
close down and will not be able to operate; from where would the feeders
supply of food come? Is there any feed coming from outside the prairie prov-
inces? If so, was the grain used in that feed originally under the jurisdiction
of the wheat board—or has such a thing happened to it?

Mr. NEwMAN: I think, probably, the incident of Mr. Holt gives you the
answer. When he was forbidden to operate, he told his customers he could
not get it for them, and they had to get it for themselves. In doing that, it
is still cheaper than buying from the board agents, who have to buy it at
the board selling prices and not the initial price, which is 12 or 13 cents
a bushel less. And, if you look at the narrow margin between profit and loss,
you will understand that they cannot pay it.

Mr. McInTosH: Supposing feed was brought in from Ontario and sold
to the prairie feeder; has the board any jurisdiction over the price of what
that feed will be? ¢

Mr. NEwMAN: Definitely. The board has complete control over all inter-
provincial shipments of grain.

Mr. McInTosH: But I am speaking of feed.

Mr. NEwmMAN: Of feed, also.

Mr. McInTosH: Even if it were prepared?

Mr. REGNIER: Is Ontario grain subject to wheat board control?

Mr. NEwMAN: No. In Ontario, the feed mill operators can buy from the
producers in Ontario. Incidentally, the grain produced in Ontario is over 290
million bushels. We sometimes do not realize how much grain is raised in
Ontario. But, if they import it from the designated areas of western Canada,
then it is governed by the wheat board regulations.

Mr. ForBES: Supposing it was reversed, what then?

Mr. NEwmMaN: You cannot work either way. You cannot bring import
grain in the western provinces; that is, wheat, oats and barley. Now, you can
bring all the corn you like from the United States past our boum"larles; and
they are doing it. But the Canadian Wheat Board Act only applies here to
wheat, oats and barley.

Mr. McInTosH: On page 17, where you referred to the question that was
asked about the amount of corn imported from the states, where he said 6
million, and you say you have information from the dominion bureau of
statistics that it is 12 million: have you that in letter form, or was it just tele-
phoned? Have you an authority for thaf??

Mr. NEwMan: Well, I went over to the D.B.S. to get it. Although I have
not got it in a letter form, I do not doubt for a minute but what I can get it,
because it was not only confirmed but reaffirmed to me.

Mr. McInTosH: That it is 12 million bushels?
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Mr. NEwMAN: That is right—and notwithstanding that I informed him
that Mr. Milner had stated otherwise.

Mr. NasserDEN: It is stated at page 5 of the brief:
Both feed millers in these two provinces are prepared to pay board

prices for any feeds imported from outside their respective provinces. .

What does that mean?

Mr. NewmAaN: If the Manitoba feed miller gets wheat from Saskatchewan
—or, oats and barley, he will acknowledge that it is an interprovincial trans-
action, that it comes squarely under the jurisdiction of the wheat board, and
will comply with all wheat board regulations. Likewise, if a feed miller in
Alberta gets grain from Saskatchewan, he will recognize it as under board
regulations, and comply with it fully.

Mr. NASSERDEN: Does that mean that you would expect to have the privilege
of buying for less in the provinces?

Mr. NEwWMAN: Buying without restrictions, such as they do in Ontario.
That is, where it has been used for feeders, in the same province.

Mr. NASSERDEN: Do you not think that would be giving the local feeder an
advantage over the feeder in another province?

Mr. NEwMmAN: We are advocating that every feeder, within his province,
has that right. For instance, we want the feeder in Saskatchewan to have the
right to buy all the grain he wants produced in Saskatchewan, as long as he
feeds it in Saskatchewan.

Mr. NasserDEN: Well, he has that right today.

Mr. NEwmMmAaN: No. I should say that the Saskatchewan feed miller has not
the right to buy the grain he wants.

Mr. NasserDEN: But a feeder has?
Mr. NewmMmAaN: Yes, but I stand corrected.

Mr. McINTosH: Do the feed mills you represent ship across interprovincial
borders?

Mr. NEwMAN: No, not at all.

Mr. HOoRNER (Acadia): I am wondering what the opinion of your associa-
tion is, with regard to the provincial law. This came out in the other two
committee hearings. Do you think the provincial law in Alberta, Saskatchewan
—and I understand Manitoba has a similar one—should be enforced?

Mr. NewmMaN: I would say the reason they are not being enforced today
acknowledges a good reason for not enforcing them. I do not think they are
applicable to present-day conditions at all. I think before Manitoba would try
to enforce their present act, it would be radically revised; and it is my opinion
they would provide for protection for people selling grain to feeders for feeding
operations in Manitoba. As I pointed out in this brief, actual livestock produc-
tion in Manitoba and Alberta exceeds, in providing cash income, that of the
production of wheat, oats and barley.

Mr. HorNER (Acadia): I have another question along that same line.
You stated that you represent 85 feed mills. Could you give the committee an
estimate as to the number of customers with which these feed mills do
business—or, would this be too complicated?

Mr. NEwmMaN: Well, I have not those figures, but if you would like to have
them, we can ask for them.

Mr. HorNER (Acadia): The point I am trying to get at is an estimate as
to the number of people concerned with these feed mill purchases.

Mr. NEwMAN: I could not give you that information now.
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Mr. HorNER (Acadia): I have another question, and it is in regard to
quotas, I asked Mr. McNamara if he had had any complaints from the feed
mills with regard to not having enough quota allocations or quota room for
purchases. I realize now that if the regulation has not been enforced up until
this time, the feed mills would have had little room to complain. Do you
think if this were enforced the feed mills would run out of grain, under the
present method of quota regulations?

Mr. NEwMAN: There would be very great trouble. Mr. McNamara’s mail
man would break his back.

Mr. HorNER (Acadia): What do you mean by that?

Mr. NEwMAN: The complaints that will go flooding into his office will be
something he will not welcome.

Mr. HorNER (Acadia): You anticipate a flood of complaints with regard
to quota allocations to feed mills?

Mr. NEwMAN: From the feeders themselves.

Mr. McINTOSH: A supplementary question to that one, Mr. Chairman. In
view of the conditions that exist, say in Saskatchewan at the present time,—
I do not know whether it is the same in Manitoba—where in the southern part
they are on a two-bushel quota and in the northern part they are on a six-
bushel quota, would your mills be able to operate from the close of the last
grain year to the present time on the two-bushel quota in your area?

Mr. NEWMAN: In the areas I know about, they cannot operate within even
six bushels per acre. You have what they call feed deficiency areas—where
there is not enough feed with any quotas. A lot depends how heavy the
feeding is in the particular area involved.

Mr. McINTOosH: You brought up a point I wondered about. I was wonder-
ing what the answer was—or have you had an answer from the wheat board
as to what would happen in cases like that, if you did not have sufficient grain
on the quotas to meet your requirements for feed?

Mr. NEwMAN: Mr. McNamara really stressed that in his evidence.

Mr. McIntosH: He said he would open the quota, but that would not
work.

Mr. NEwMAN: They will not take into consideration the needs of feed
mills in such quotas, but only the needs of the board agent. ; :

Mr. McInTosH: What would happen to your requirements for feed if you
were restricted in your quota? ' "

Mr. NEwMAN: They would be completely starved. I was surpl‘lse‘_i when
Mr. McNamara stated they had only regard to space in elevat_ors and 1gno1‘*ed
the feed mills. But that would produce an impossible position if the feed mills
had to stay within the quota in those areas. X

Mr. McInTosH: You have a record of when the quotas were opened in one
of the wheat board reports. Would you care to give an p:xample where your
mill would have to close down for a certain period, till the quotas were
open? :

Mr. NEwMAN: Yes, definitely. In that case are you referring, Mr. McIntosh,
to the range between them?

Mr. McInTosH: Yes. :

Mr. NEWMA;: That continues throughout the year. For instance, as of July
31, 1959, there were still seven areas with four bushels, 51 with four, 38 with
six, 54 with seven and 102 with eight bushels——oth ulyt31- St i

: rdless of the price you have to pay o
the sl\}/'[sr’c.el\rr/{c.;gI 'igls(;i tol:{::sg ab;fﬂ 13[: McNan'Il)ara the other day, your mills could not
operate any way?
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Mr. NEWMAN: Yes.

Mr. Eric GREENHALGH (Secretary-Treasurer Alberta Rural Association):
In Lethbridge recently there was an order for so much feed, but he was short of
oats. He went to the elevator, to get the oats, but there was no oats in the
elevators, or in any elevator in the area. There was no oats, and it had all been
shipped out.

Mr. ForBes: Was that for local use?

Mr. GREENHALGH: Yes.

Mr. McIntosa: That could happen in your case?

Mr. GREENHALGH: It could be all over the country. They ship it out east,
and the local consumption is not considered at all.

Mr. NASSERDEN: Is there not some way in which you bring to the attention -

of the wheat board your likely needs?

Mr. NEWMAN: Mr. McNamara stated the policy of the wheat board, who
concern themselves only with the requirements of their board agents, ex-
clusively.

Mr. NASSERDEN: That could be changed?

Mr. NEwMAN: We prefer the change that is being asked for.

Mr. NASSERDEN: If it was changed in such a way that they take into con-
sideration your quota requirements, it could be done in a way that would not
worry anybody as to what might happen to the price?

Mr. McInTosH: Who is going to get that additional quota, which farmers?

Mr. HorNER (Acadia): They would all get it.

Mr. NASSERDEN: They all share it and take into consideration just space.

Mr. NEwMAN: Perhaps I could deal with that. The local feed mill is not
subject to price anyway. If he could get all the grain his customers needed there
would be no trouble; but they do not. I am going to suggest, too, the wheat
board have no intention of letting him have it. Their whole objective is to
shackle feed mills so they cannot operate satisfactorily and they try, by
hindering and crippling feed mills, to make it easier for people to pay more
to the board agent.

Mr. KinpT: He could get all he wanted by paying wheat board prices?

Mr. NEwMAN: Only up to the quota permitted. Mr. McIntosh stated that.
If you had a place where there was only a two-bushel quota, that is all that
can be delivered there by the farmers in that area. No matter how much you
want to pay, it would not be available in that particular area.

Mr. NASSERDEN: Unless they took space into consideration.

Mr. HorNER (Acadia): They have not any space; it is a demand. .

Mr. NasserpEN: That is the same as space.

Mr. HorNER (Acadia): Basically, space is all they are concerned with.

Mr. NAsserRDEN: There is a point here, that it could be changed. They could
. change the regulations, to take care of the situation, without endangering the
other thing. ‘

Mr. McInTosH: If the wheat board does not enforce this, is there any loop-
hole in the present law, by which you could get around it indirectly? Sup-
posing, as I said, I was a furniture dealer and I took wheat in, in exchange for
furniture. I could give you that wheat in return for your supplying me with
SO0 many cattle. Is there any restriction prohibiting that?

Mr. NEwmAN: No. Actually, I frankly question the board’s being able
to enforce a regulation which is regarded as stupid and unwarranted.

Mr. McInTosH: But in the event they did that?
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Mr. NEwMAN: I believe there are ways around it.

Mr. McINTOsH: In other words, they would be making so-called criminals
out of legitimate businessmen and farmers at the present time?

Mr. NEwWMAN: Yes.

Mr. McINTosH: There are ways around it?

Mr. NEWMAN: Yes, precisely.

Mr. SmaLLwoop: This question is along the same line. If you were a feed
mill operator, I think you could go out and buy yourself ten acres of land and
become a feeder. Then you could go and buy grain to put through your own
feed mill.

Mr. NEwMmAN: Possibly, as a feeder, you might be engaged in a trade
which you could not do as a feed mill operator.

Mr. SmMALLwoOD: That is not a good thing?

Mr. NEwmMAN: No.

Mr. BRUNSDEN: We have a couple of cases where machine agents have
accepted grain in part-payment for machinery, and they are rapidly becoming
the biggest firms in the area. They put the grain out on a share—half basis, or
some other basis, and they do not work on the farm, but work with their heads
and get away with it.

Mr. NEWMAN: The ugly thing about that is that when the farmer comes
in with his grain he might be able to make a better arrangement if he had
the cash instead of the grain.

Mr. BrRUNSDEN: There is no question about that.

Mr. NEwMAN: If you permit the feed mills to operate that way, the
farmer has the cash and he can go along with cash to the T.V. store or farm
implement store and get his necessary purchases.

Mr. HORNER (Acadia): On page 12 you referred to Hedlin’s feed service,
Lacombe, Alberta. There you refer to such a price. In this comparison are you
suggesting that there is a difference between the board’s selling price and tl}e
board’s final closing price; and that, perhaps, the feed companies would be in
between these two?

Mr. NEwMAN: There is there definitely a difference betwgen the board’s
selling and the board’s final closing price. That is the realized price for farmers,
because the board’s expenses have to come out of the selling price.

Mr. HorNER (Acadia): In this particular issue it appears that Hedlin’s feed
service is above the board’s final closing price for oats, but may be below
the board’s selling price, at which the farmer or the feed mill purchasing from
the board would have to buy that.

Mr. NEwMAN: That is right. X

Mr. HORNER (Acadia): In other words, the feed mills are not willing to
pay board handling charges and miscellaneous expenses incurred in the dif-
ference between' selling and closing? :

Mr. NEWMAN: Well, in this case here the grain that a feed mill qperator
uses is not stored. There is no money borrowed on which to pay E1}13‘cere§§.
It really is as much outside its general operation as any othert fe gn If-

The other big thing is that the feeders cannot absorkg thle extra :OSE -
they could it would be a different thing; but the feeders simply cannot aiior
that market price.-

Mr. HorNER (Acadia): What is done

are a lot of screenings fed. A good man :
elevator to be cleaned and if the screenings are r‘mt picked u

with screenings? In my area there
y farmers take their grain to an
p within a couple



110 STANDING COMMITTEE

of days or so it is the elevator agent’s property and he sells it to whoever
wants to buy it. In your opinion is this legal within the board’s regulations?

Mr. NEwMAN: I understand that screenings do not come under the wheat
board regulations. I have been told that; I have not looked into it.

Mr. HorRNER (Acadia): When the wheat board buys this grain—it is
not actually buying it; it is performing a service—it takes the screenings
which could make up a great part of the wheat and sells these screenings at
whatever price they want back to the farmers. I know some farmers who
have contracted for all these screenings from various elevators at a price,
and they take all the screenings they can get. It appears that this would tie
into the question of feed. It may be a matter which I should take up with the
wheat board.

Mr. NASSERDEN: In respect of the quota business, do you not think if the
wheat board did take into consideration the needs of the feed mills that
you could operate quite satisfactorily.

Mr. NEWMAN: I think that is an academic question. The best thing the
board can do for us, I think, is to leave us alone, the way they have for
the last 25 years. If you asked the board, which is really charged with dealing
with huge quantities of grain, to worry about how many bushels should go
into a particular place it is just asking for a cumbersome involvement which
is not needed. The fed pullers can handle that themselves.

I would suggest that, so long as the grain is used for feeding cattle, there
is a limit on it. The board has been dealing with this thing for 25 years and
you have never heard anyone saying that it has been threatened because of
the operation. Why should they worry about it now? What is the need to do
something they have not done for 25 years?

Mr. NASSERDEN: You have asked me a question.

Mr. NEwmaN: I apologize. I should not have done that.

Mr. NASSERDEN: I am willing to answer the question. I think the reason
they are worried at the moment is that this might be the thin edge of the
wedge which might destroy the whole quota position, which is somehing the
farmers in western Canada are interested in keeping.’

The VicE-CHAIRMAN: Do you have a question?

Mr. NAsSERDEN: He asked me a question and that is my answer.

Mr. ForBEs: Have you had any representations from the farmers to get
you to use your influence to have the board relax the restrictions?

Mr. NEwmaN: Up until now it has not been necessary, because the
restrictions have not been enforced. However, if they are enforced I do not
doubt for a moment that the farmers involved in feeding will be very much
concerned.

Mr. ForBEs: You have to take the point of view of the grain producer
into consideration also. Has he indicated to you a willingness to take a lower
price in order to be able to sell his grain to the feed mills?

Mr. NEwMAN: The fact that they have been selling it, I would suggest,
would indicate the answer. As a matter of fact the advertisements which have
appeared in the papers offering grain to any buyer would indicate that.

Mr. ForBEs: I think they are in great minority. I think there is the odd
one who has a surplus over the quota.

Mr. NEwMAN: The fact that what we buy is over and above the board’s
prices would indicate the farmer wants a good price for his grain, and is
getting it.

Mr. NASSERDEN: In view of your other statement, it would indicate at
the present time the feed mills are buying some grain under quota.
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Mr. NEwmMAN: No. I had no intention of giving that impression.

Mr. NASSERDEN: But they are buying some under quota today.

Mr. NEWMAN: Very definitely. When there is no grain available, for
instance at Steinbach, where there is no No. 3 or less, they have to get higher
wheat or buy American corn.

Mr. NASSeErRDEN: If the farmers are anxious to sell grain below quota
prices, and you give them the opportunity, it means farmers generally will
get less on the amount which will be purchased and used because the feed mills
naturally will buy where they can get it cheapest.

Mr. NEWMAN: I think you have been misinformed. The quota has not been
enforced for some years. You will see from the figures that they are given
better than the initial price.

Mr. McInTosH: I have a supplemenary question. In respect of this
paragraph about wheat, oats or barley storage, it is shown as 5% cents per
bushel per year for wheat. “

Mr. NEWMAN: That is right.

Mr. McINTOsH: And 6% cents per bushel per year for oats.

Mr. NEwmMmaN: Yes.

Mr. McInTosH: It would not take very long to eat up a lot of the bushels in
storage, in answer to Mr. Nasserden’s question.

Mr. NAsseERDEN: I did not hear what you said.

Mr. McInTosH: The storage charges alone for a year are terrific. If a
farmer builds his storage he might want to get rid of some of that which
may have been there for several years.

Mr. NASSERDEN: I recognize that.

Mr. McInTOSH: He may not wish to build a granary which is rather
expensive.

Mr. HORNER (Acadia): If the wheat board enforces the regulations this
summer and in coming years, that would restrict only the feed mills to quota
prices and not to wheat board prices.

Mr. NEwMAN: That is correct.

Mr. HOoRNER (Acadia): So you could still, if you wanted, take all the
wheat which was available at lower prices, even with the wheat board
restrictions. You could still purchase it at these lower prices.

Mr. NEwMAN: Yes; but I think their belief is that if they cut us down
to a quantity on which we cannot operate we will be forced to buy at board

prices in order to make up the difference.

Mr. HorNER (Acadia): Even if you had to pay wheat board prices it still
would not allow you to stay in business. You would not get any more feed
grain.

Mr. NEwMAN: That is right. The quotas are not high enough.

Mr. HorNER (Acadia): The quotas not being high enough @s your g?eatest
fear. I have another question. The dominion bureau of statlgtlps estimated
that the amount purchased by feed mills last year was 3.5 mllh.on and t}}at
it is going to go up to something like 7 million in a year. Would this clash with
your thinking? This is just an estimate. e

Mr. NEwMaN: Having regard to the growth in feeding I think it will go up.

Mr. HorNER (Acadia): It would be doubled?

Mr. NEwWMAN: It will be limited still by the amount of livestock produced.

Mr. HORNER (Acadia): In wheat board figures it is estir_nated that 140
million: bushels are used as feed grains in Canada. They estimate that last

23079-7—3
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year there was a disappearance of 180 million bushels and 40 million odd may
be for human consumption; the rest is livestock feed. I cannot see why they
tie the 3.5 million bushels in with that.

Mr. NEwMAN: I am afraid I cannot assist you in that, Mr. Horner.

Mr. HOoRNER (Acadia): Would you assume that the rest of that is fed by
the farmer himself?

Mr. NEwMAN: Very likely.

Mr. HorNER (Acadia): That would be where most of it goes?

Mr. NEwMAN: That is probably the case.

Mr. HorRNER (Acadia): Or in farmer to farmer transactions?

Mr. NEwmaN: That is right.

Mr. HORNER (Acadia): In fact, this would be a small amount in comparison
with that large amount?

Mr. NEWMAN: Yes.

Mr. McINnTosH: Have you any figures as to the percentage of feed used
by the small feeder as compared with the large rancher in the prairie prov-
inces?

Mr. NEwMAN: No, I have not.

Mr. McInTosH: I have heard the figure, I think, that somewhat over 80
per cent is produced by the small, mixed farmer for the beef produced on the
prairies. Have you any idea if that is correct?

Mr. NEwMAN: As a matter of fact, I tried to get that figure, and I could
not get it. I have been informed, but I wanted to verified it, that the small
producer raises the bulk of production, particularly in turkeys. I could not
get it confirmed by the department here.

Mr. McInTosH: You tried the dominion bureau of statistics, did you?

Mr. NEwMAN: Yes, I tried the dominion bureau of statistics, but they did
not have that breakdown.

Mr. BRUNSDEN: In the operation of your feed mills, is there any peak
period of production?

What I have in mind is a year when grades are low, elevators are full,
granary space exhausted and you have piles of grain on the land.

Mr. ReEmpeL: I think it has been on the increase for a number of years now.
Mr. BRUNSDEN: In other words, your fall milling, or early winter milling—
Mr. REMPEL: It is a year-round business in poultry and hogs today.

Mr. BRUNSDEN: It is spread pretty well across the 12 months?

Mr. REMPEL: It is very steady.

Mr. SoutHaM: Would I be correct in assuming, after listening to this
discussion, that these feed mills’ transactions carried on within the boundaries
of the province consist of actually three groups; the producers of feed grain
themselves, the feeders, and the feed mills; and they all want to carry on
with the conditions that have existed for the last number of years? Or would
the producers of feed grain stand to benefit if they were able to sell directly
to the wheat board? Are they in favour of this?

Mr. NEwmMAN: That is a broad question. You have heard the wheat board
and the Alberta wheat pool both take the position, on behalf of the producers,
opposing it. But certainly the grain producers who sell to the feed mills are
happy to do so, and it is a matter of choice on their part.

Mr. SouTHAM: That is the primary question: you have the three groups
represented in this question?
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Mr. NEwMAN: Yes. The persons who sell to the feed mills are quite happy
to do so, and the feeders are quite happy to buy. It is simply the most ef-
ficient way of carrying on the three-way transaction between producer, feed
mill and feeder.

Mr. ForBES: On page 6 of your brief you say this:

For the first five years of the wheat boards’ operation there were no
quotas.

I see that; but if there were no quotas at the present time, would your mills
be able to operate satisfactorily?

Mr. NEwWMAN: One hundred per cent, Mr. Forbes.

The VicE-CHAIRMAN: Are there any further questions, gentlemen?

Mr. HORNER (Acadia): I have one here. I have lost it for the time being.
What was the exact—

The VICE-CHAIRMAN: Mr. Henderson, I wonder if you would remain?
We just have a bare quorum.

Mr. HENDERSON: I was going to phone, but he can wait.

Mr. HORNER (Acadia): What was the exact effect of this importation of
12 million bushels of corn? Do you think that if quota regulations were left
alone by the wheat board you would be better able to compete with this corn,
this threat of further corn importation?

It seems, with all the grain surplus in Canada, really to the detriment of
Canada to have this imported.

Mr. REMPEL: I would say it would definitely increase the import of corn.

Mr. HORNER (Acadia): If this quota—

Mr. REMPEL: If the quota regulation remains.

Mr. HORNER (Acadia): Is enforced?

Mr. REMPEL: Is enforced, I should say.

Mr. HORNER (Acadia): And you feel that the feed mills would be better
able to compete with United States’ corn if they were allowed to operate
as they have in the past?

Mr. NEWMAN: I think if more feed millers knew about it, they would be
buying more corn today, because right now the price per bushel in t'he
United States of United States’ corn is $1.07. There is a very modest tariff,
and it is simply a matter of trucking and handling. It is better grade than No. 3
wheat, or less.

Mr. HORNER (Acadia): How does it compare with barley? I thought barley
and corn were about on a par. )

Mr. J. J. RIeDIGER (Vice-President, Manitoba rural custom feed mills
association): Corn has got more energy than barley.

An hon. MEMBER: What is the tariff on corn imports?

Mr. REMPEL: Eight cents a bushel.

Mr. NEwWMAN: If you compare this, for instance. This corn I ta}ked about
was laid down in Steinbach at $1.30 a bushel, including duty, in American funds.
At the same time the selling price of No. 6 wheat was $1.45 and a fraction at
Fort William. That is No. 6 wheat.

Mr. Tomas: Have you any figures to indicate to what parts of Canada
this corn is imported? 3

: Mr. NEWIVfAN: No, I was unable to get that informgtion. And thatlt is :hp
over-all figure for the whole of Canada today. But I think the largest part is
to Ontario, at the present time.

23079-7—33%
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Mr. HORNER (Acadia): What percentage of that corn, 12 million bushels,
would go into livestock feed? I assume that quite a bit of it would probably
be used in cornstarch, and perhaps human consumption too?

Mr. NEwMAN: And rye whiskey too, Mr. Horner!
Mr. HorNER (Acadia): Yes. What percentage of it would be livestock feed?

Mr. NEwman: They have not got those figures at the dominion bureau of
statistics.

Mr. HorNER (Acadia): They have not?

Mr. NEwmMAN: I asked for them.

Mr. HORNER (Acadia): Would you care to estimate it?

Mr. NEwMAN: I did ask them, and they could not give them to me.

Mr. NASSERDEN: The $1.35 you mentioned was at Steinbach, was it not?
Mr. NEWMAN: $1.30 at Steinbach—American funds.

Mr. NASSERDEN: Yes.

Mr. NEwMAN: That was the laid down price; and that was delivered to a
feed mill.

Mr. HorNER (Acadia): This is my last question, Mr. Chairman. I think Mr.
Newman has made it plain that he believes there will be a considerable number
of complaints registered if the wheat board enforces these regulations.

I think that if there are a number of complaints made, as members of
parliament we will no doubt hear a number of these complaints. I wondered if
Mr. Newman could, perhaps not today, but at a further meeting table an estimate
as to the number of customers his group of feed mills would do business
with in a year? I, as a member of parliament—and I think other members—
would be interested in this figure, because we are supposed to legislate for
the majority, and I think it would be valuable if we had a rough estimate of
the number of customers your two associations do business with in a year,
Mr. Newman.

Mr. ForBEs: Would you care to add to that, the number of bushels that they
produce, and then we will be able to divide it between the unlicensed and the
licensed.

Mr. NEwMAN: If we could plead the Evidence Act for the supply of bushels,
we will do that. But we will be pleased to circulate our members and get that
information, Mr. Horner.

Mr. BrunspEN: Jack talks about legislating for the majority. I think if we
are going to do that we should just kiss you good-bye and wish you a nice trip
home. It seems to me that we are here to examine the case of the minority.

Mr. HorNER (Acadia): Yes, perhaps that is right.

Mr. FaNE: I would like to ask Mr. Newman if he is talking only about
something under four million bushels that the feed mills are supposed to
have used last year, let us say, or if this proposed restriction were stopped,
would they be using more, or less, or what?

Mr. NEWMAN: It is the opinion of our people that there would be no
great change except the steady inc¢rease which has gone on over the years,
because the quota has not been enforced, and we are dealing with that
situation today. We represent the little men, as I pointed out to Mr. Brunsden.
Big feeders can get along without regard to the quota at all times; they are
not affected by the quota. The man who is affected is the little feeder.

Mr. FANE: And the small mill.
Mr. NEWMAN: The small mill and the small feeder.
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Mr. FANE: A man lives next door to me in Vegreville, and he operates
one of those small mills. He does not want to buy through the wheat board
because the price is greater. But he does have space for storage. He could
be one of the wheat board agents very well, but he feels, as you do, that it
would raise the price too much to his people who are going to use that grain.

You feel, then, that it would increase the amount of grain that was used
throughout the years if they were allowed to do that without any restrictions?

Mr. NEwWMAN: Yes, because there has been a steady increase to date,
not of an abrupt kind, but a steady increase over the years which most likely
will continue, and it will continue with the growth of the livestock pro-
duction industry itself.

Mr. McInTosH: There is also a transition going on in the agricultural in-
dustry of the prairies; and where we are producing a surplus of grain now,
we are not yet producing a surplus of beef.

Naturally producers will go into the product which they can dispose of.
Perhaps the wheat board was looking toward the future, when there would
be a tremendous jump in this demand, through the small feed mills, for grain;
they want to have hold of it.

But on the other hand we all represent agricultural areas and we must
do everything we can to assist this transition which we realize is necessary
now.

Mr. NEwWMAN: Actually the beef is exported to the United States, by
means of which we are bringing American dollars into Canada.

Mr. McInTOSH: I referred to Mr. Horner’s statement when he said that
we must legislate for the greatest number of people. Well, if you take all the
grain growers into consideration, it is going to benefit them, and I think we
could have a case for a great number.

The VICE-CHAIRMAN: Do you wish to withdraw that statement before
you get into difficulty, Mr. Horner?

Mr. HORNER (Acadia): I used it in order to show that some importance
would be attached to the number of people who are making use of the feed
service. I am not saying that that would be the only reason that a person
should legislate one way or another.

The Vice-CHAIRMAN: Have you a question, Mr. Thomas?

Mr. THoMAS: I withdraw my question.

Mr. SmaLLwooDp: These present regulations are put in force in the fall,
when the quota opens up for one bushel. Naturally the farmer is going to
sell a bushel of wheat in preference to a bushel of oats or a bushel of barley
in order to get more money. And when the quota opens up to two bushels,
he will do the same thing. Therefore what are you people going to do with
your oats and barley?

Mr. NEwWMAN: That is why we do not want it to continue under the
quota.

Mr. SmaLLwoop: And going a little further, if you could buy coarse grain
outside the quota, then the farmer could sell you, let us say, 500 bushels of
oats, and he would get further income thereby in the fall.

Mr. NEwMAN: The farmer might suffer illness in his family through
accident, or he might suffer a loss by fire which was not adequately covered
by insurance, or he might have a heavy demand for cash, and the only way
he can get it now is by going to the feed miller, or these other people who are
selling things.

Mr. ForBes: No, he can still get a farm advance.

Mr. NEwMAN: Only on feed, but not on oats and barley.
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Mr. SmaLLwoop: He could get a cash advance on farm storage of wheat,
oats or barley.

Mr. NewMAN: I was going to suggest that if we could prevent him from
going to the government for a handout, he would sell what he has on his farm,
and it would be better.

Mr. FANE: It is not a handout, because he has to pay it back.

Mr. NasserpeEN: What effect does the price which the feed mill pays for
the grain have on the finished product?

Mr. NEwmAN: It has a direct bearing, because the feed mill passes on any
saving he gets in buying grain from the feeder—because the feeder can buy
grain for himself and he can mill it and do it himself; and he will do so, unless
he can have it done more cheaply for him by the chap who is in that special
business.

Mr. NASSERDEN: What percentage of the final price of the finished product
from the feed mill is represented by the grain which goes into it?

Mr. NEwMAN: Actually, I gave the figures in the brief at pages 12 and 13,
and compared the two. You have detailed figures there which would answer
your question. You will note on page 13 that if he buys No. 1 feed oats from
the miller, it costs the feeder 67 cents, and if he buys them from the board,
it costs him 85 cents a bushel.

Mr. NasSSERDEN: I saw those figures, but what I was getting at was this:
if the quota is open, I will buy your grain, or the feed mill will buy its grain,
and then sell its product to the people who come to buy it. What relationship
has the price that they pay for 100 pounds of grain to 100 pounds of feed that
a person would purchase from the mill? Have you any figures along that line?

Mr. NEwmMAN: There is a set charge. For instance, for grinding and rolling,
it is 2 cents a bushel; and if you add supplements, it depends on what the
supplements are. They are added in at the price they are worth. You have a
variety of supplements at different prices; and that would be true because a
supplement is the same, and the grinding and mixing too, irrespective of where
the grain is produced; and the difference is the cost of the grain; and that
difference is passed on to the feeder.

Mr. NASSERDEN: Perhaps I am a little mixed up about it; but does the mill
sell feed under a brand name?

Mr. NEwmMmaN: Oh yes, some do.

Mr. NasserDEN: That is what I am getting at. I am trying to arrive at
the price for which they sell their product, and what they pay for their
product, so that we can see how important price and other things might be
in this set-up.

Mr. NEwMAN: At page 20, we show that with a starter food, the par-
ticular formula consists of 65 per cent wheat, but irrespective of the formula
the saving in grain price is sent on to the feeder.

You also find the same thing at page 19. There is a growing mash formula
consisting of 1,200 parts of wheat, 200 parts of oats and 200 parts of barley.
The cost, as shown, is $420.25, purchased from the producer, and a price of
'$483.79 when purchased from the board agent.

Mr. NasSSERDEN: In pursuing this particular situation here, I would point
out that the gentleman mentioned that he produced the grain, in the first
place; and exception has been taken to the difference between the price that
he would have obtained at the elevator and the price that the board would
have charged. If that is the argument that is being used, that is an outright
effort to circumvent the regulations of the wheat board, in so far as quota
is concerned, and the initial pricing.
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Mr. NEwWMAN: Our point is that everybody can circumvent the quota.
What we are asking is that instead of making it clumsy and inefficient, let
the feed mill do the business he is equipped to do.

In this case, as far as the feeder is concerned, the difference between
the feed mill buying grain from the producer and where the grain is bought
from the board agent, in most cases, is a profit of $145.96, with no allowance
for labour, and in the case of buying further from Board Agent a net loss of
$24.87, with no allowance for labour. He could not carry on unless he bought
through the feed mill, and anyway, he got a small return.

Mr. NasSSERDEN: Well, it might be possible to make some allowance for
that type of argument on this particular thing, but at the same time, when
you take a look at the situation of why the Canadian wheat board was set
up, and what is necessary to maintain it, then that question arises. That is
why I still cannot see why these feed mills would not be satisfied if the wheat
board took into consideration their needs in regard to grain.

Mr. NEwMAN: Well, they did for 25 years, by leaving them' alone.

Mr. NASSERDEN: Supposing now they make it legal?

Mr. NEwmaN: That is what we are asking you to do, by making the amend-
ment.

Mr. SMALLWOOD: Along the line of Mr. Nasserden’s question, I would just
like to draw attention to Mr. Hedlin’s price at Lacombe, where he paid 55
cents for his grain, and charged two cents for handling. This is reasonable.
There was another three cents and, I presume, he would charge for any mineral
which he mixed with that grain.

Mr. David HEDLIN (President, Alberta R.C.F.M. rural custom feed mills):
That would be additional amount, depending on what they are. The .charge
for supplements would be the same, irrespective from whom the grain was
purchased in the first instance.

Mr. SmALLwoOD: Definitely, yes.

Mr. ForBEs: But there would be a difference in the price of the supplement,
dependent on the ingredients. You could change these figures around a great
deal.

Mr. NasseErDEN: The only difference is the fact that the producer, or the
feeder, has the control of the grain in one case, and in the other case you are
asking that the feed mill have control of it. :

Mr. NEWMAN: No. We really are asking that the little feeqer be given
the right to carry on business, as well as the big feeder, by using the feed
mill to help him. ;

Mr. NASSERDEN: These figures would not apply to the little .feeder.

Mr. NEwWMAN: Oh, definitely. This is predominantly for ﬂ?e little feeders.

Mr. SMALLwWooD: Am I correct in this respect, Mr. Hedlin? If a farmer
came in to you and wanted 100 bushels of oats, and if you paid 55 cents, you
would charge him 57 cents?

Mr. HEpLIN: Yes. : SF Rl

Mr. SMALLWoOD: And you would charge him three cents for grinding?

Mr. HEpLIN: Yes. : e

Mr. SMALLWOOD: And whatever you want to pay for that, you charge him?

Mr. HepLIN: Yes, I charge him the going price. The supplements are en-
tirely apart from the grain. ; x

Mr. NASSERDEN: It seems a reasonable operation, in that respect.

Mr. HornER (Acadia): My question concerns clause 45. You ;\ret se?kini
a recommendation from this committee that an amendment be made to claus



118 STANDING COMMITTEE

45 of the Canadian Wheat Board Act. As it now stands, is this the clause under
which the wheat board prosecutes?

Mr. NEwmMaNn: No: but that is the clause which brings the feed mill within
the act. Clause 45 declares: all feed mills that work for the general advantage
of Canada. All works which are declared for the general advantage of Canada
are defined as an elevator, and section 16 applies to elevators. So, by the process
of adding one thing on to another, they convert a feed mill into an elevator.

Mr. HorNER (Acadia): It has been suggested that if a feed mill operated
a feed lot, it probably could get around the wheat board regulations. I fail to
see how they could, because they would still have to enter the grain purchases,
and comply with the quota system. Is that not correct?

Some hon. MEMEBERS: No, no, no.

Mr. McINTOSH: A man operating a feed lot can buy as much as he wants
any place within the province.

Mr. HORNER (Acadia): He can buy as much as he wants, but when he
turns around to sell it, does he not have to put it through his feed mill?

Mr. NEWMAN: If the feed mill were to sell it, that would be wrong—but if
he could get it custom ground by the feed mill.

Mr. HORNER (Acadia): That would be the escape clause, which most
feed mills would use?

Mr. NEwMAN: I cannot say.

Mr. THomAS: If a man started a feed lot and ground feed for his own
livestock, but then turned around and sold some of that feed, would he
immediately become a miller?

: Mr. NEwWMAN: Not necessarily, if he does not operate a mill. He could have
it custom ground by another person. Frankly, that is a subject into which ‘I
would prefer not to enter.

Mr. KINDT: Mr. Newman, you will recall—and I think you are old enough
to recall—when we had the open grain exchange on wheat, and before the
wheat board act was passed, one of the motives which motivated farmers to
bring in Aaron Sapiro and work toward the establishment of wheat pooling
systems and, later, the development of a wheat board, was*that what went on
at that time meant that the farmer had no bargaining power. He was preyed
upon by buyers, and the producer, in effect, had to take what he could get,
he had no bargaining power. The farmer is in that same position today. If we
were to change this act and allow the mills to go out and buy this feed at
20 cents a bushel or so cheaper, would you not be bringing yourself into
the same position as the open grain exchange was prior to the establishment
of the Wheat Board Act?

Mr. NEwMAN: I will suggest this, that in the first place, in the beginning,
the first five years of the wheat board, there were no quotas at all. For the
full 25 years the Wheat Board Act has been in force they have never required
local feed mills without an agreement with the board to comply with quotas.
So this is not an erosion of the old policy of the wheat board, but a new
intervention of the board which it hitherto has not engaged upon. We suggest
this is not to protect the principle of the wheat board operation at all.

All the members we represent are strong supporters of the wheat board,
and they say its proper job is the control of interprovincial and export trade.
That is what it says in the act. When they try to intervene in this small feed
mill operation, they are embarking on something which will cause them dis-
credit, which they should not do, and they will do no good and will injure the
livestock feeding industry. We just ask them to carry on with the policy they
have had from the very beginning.
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Mr. McINTosH: In other words, the problem only arose when quotas were
established?

Mr. NEwMAN: When they were introduced in 1940, they never bothered—

Mr. McInTosH: But your problem did not come up. If there was a market
for all our grain—which there has been at times since the wheat board has been
in operation—you may have to compete and pay higher prices than the wheat
board were offering?

Mr. NEwmMAN: Yes.

Mr. McInTosH: The quotas have upset your system of doing business?
Mr. NEwMAN: Yes.

Mr. McInTosH: Price does not actually enter into it?
Mr. NEWMAN: It never did.

Mr. KinpT: Mr. Newman says price does not enter into it. Is that exactly
true? From the point of view of the feeder, you can get your feed 20 cents
cheaper. He could go out and buy directly from the producer, and that is what
you want. In a nut shell, is that not it?

Mr. McInTosH: No.

Mr. NEwMAN: The wheat board has always recognized the fact that they
cannot control the price in a provincial transaction. They never have, and they
cannot. They accept that. But they do control the price in interprovincial and
export transactions. -

When I state that price is not the problem, I am merely quoting what
Mr. McNamara said, that they are not concerned with price but only with
quota. So, for the first time in 25 years, you are concerned with quota, so far
as the local feed miller is concerned.

Mr. KiNDpT: Would you be sure Mr. McNamara said they cannot control the
price through the quota system, either directly or indirectly within a province?

Mr. NEwWMAN: In his evidence before the committee he acknowledged they
cannot control the price, and they do not seek to do so.

Mr. KinpT: They are doing it by a quota system?

Mr. NEwMAN: They are trying to do indirectly what they cannot do directly.
But all they are doing is crippling the feeding operations which, I would
respectfully submit, are important to Canada as a whole.

Mr. Gunprock: Mr. Chairman, I would like to digress a moment and go
back to that feed lot operation.

I think, in all fairness to the feed mill operators, we should establish the
fact, as I understand it, that a feed mill operator cannot qualify as a feeder or
producer. I think it should be pointed out to the committee that for a producer
to buy grain from another producer, as a feeder, you must establish yourself
as a farmer, is that not correct—or a grain producer? I do not think we should
shy away from that, in all fairness to feed mill operators.

Mr. NEwWMAN: Anybody can buy feed from a farmer, whether another
feeder, a producer or an implement dealer.

Mr. BRUNSDEN: Or a furniture manufacturer!

Mr. McInTosH: I do not manufacture furniture.

Mr. GUNDLOCK: There has been a lot said about feed mill operators getting
around it because they operate a feed lot. I think they are not guilty of that.
Due to certain regulations to define feed mill operators, they cannot be guilty
of that, and I do not think they should be so branded.

Mr. NEWMAN: At the present time we are asking for the act to be changed
to prevent the board from doing something they have never dgne before, and
that is, to impose quotas on the feed mill. But I do suggest this, that because
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the people involved think the action is wrong—they are convinced it is morally
wrong for the board to do this, that it is not good, even for Canada as a
whole—you will find a resistance to it, as you saw displayed in certain aspects
of prohibition. You are going to induce the attitude that it is not good in
western Canada, among feed mills and little feeders.

Mr. GunpLOCK: For the moment, all I am trying to say is that there is
a lot of criticism directed towards the feed mill operator by the fact they are
branded with the operation of going around through the back door, through
a feed lot. I think, in all fairnes to everyone concerned, we should clear that
up. Actually, I do not think that it is posible for them to operate in exactly
that manner: they must have either a subsidiary company or a farm.

Mr. McInTosH: I will sell them the furniture business!

Mr. HorNER (Acadia): I think the main concern of a lot of members
here is the question of, In what position will the producer be better off? I
understand that feed mills are competing a certain amount with furniture
dealers and machinery dealers. Do you think the producers would be in a
better bargaining position if the feed mills were allowed to continue to operate
as they have been in the past, in order to compete with these machinery dealers
and furniture dealers?

Mr. NEwMAN: I would suggest, Mr. Horner, that to allow the feed mills
to carry on as they are now would be better for the producer, because you
give him a legitimate place to bring his grain to at an established price, and
you give him a good feed in return if he wants to buy it. The general trend
has been that the price has been going up all the time, and the implement
dealer and other people are getting out of the business.

The CHAIRMAN: Gentlemen, we would like to close off at 5.30. Do you
wish to continue on tonight, or would you prefer to finish asking your questions
now?

Mr. BRuNsSDEN: I think we have all asked all the questions we want to
ask. I wonder if Mr. Newman would care to sum up, for about five minutes,
with respect to the questions we have asked him and with respect to the
basic case he is making for his own association.

Mr. SoutHaM: I would like to second that. On behalf of the committee
here I would like to thank Mr. Newman and the feed mills he represents
for the very good, intelligent and comprehensive brief. We have had a good
discussion and I think we understand their problem pretty well.

The Vice-CHAIRMAN: Mr. Newman, would you care to sum up your
position.

Mr. NEwmaN: Our primary point is that for the last 25 years the local
feed mill, without an agreement with the board, has been perfectly free to
carry on its general operation of buying feed grain from the producers in
the province, convert it into feed, and sell feed to the producers to raise live-
stock in the same province. Its prices are equal to or better than the initial
price paid by the board.

The big feeders can buy without regard to quotas, can have their own
feed mill, and can get along very well, have been getting along well and
will continue to do so, no matter what the wheat board does. The problem
is in respect of the small feeder who simply finds it is inefficient and expensive
for him to get his own grain, get it ground up, and then use it for his feed
purposes. He can, however, continue to do it, but he will be caused a lot of
trouble in doing it. The only difference is this, that the little feeder, instead
of going out and getting the feed, has the feed mill operator do it for him;
and when he goes into the feed mill he makes one trip and gets the prepared
feed he requires at the place closest to his establishment. That is actually the
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only essential difference. For that reason we say that the attempt by the wheat
board to enforce quotas against the feed mill will not prevent this being done,
but it will injure the feed mill operator in a business which I think is useful
for Canada.

That basically is our proposition and we ask that the act be amended to
prevent the wheat board changing the practice which it has followed in fact
for the last 25 years. We ask that the wheat board leave alone the custom
feed mill operator who has no argument with it.

The Vice-CHAIRMAN: I wish to thank the members of the committee for
cooperating in respect of the questioning this afternoon. Also I wish to thank
Mr. Newman and his associates for the very comprehensive brief they have
presented.

Gentlemen, on Friday, May 13, we will have a brief from the inter-
provincial farm union council and on Monday, May 16, the feed manufacturers
association of Manitoba, Saskatchewan and Alberta. I also wish to say that we
have had correspondence from the western livestock growers association which
wishes to appear before this committee. Tentative arrangements are made for
them to appear here on May 27.
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MINUTES OF PROCEEDINGS :
Fripay, May 13, 1960.
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The Standing Committee on Agriculture and Colonization met at 9.38 a.m.
with the Vice-Chairman, Mr. Jorgenson, presiding.

Members present: Messrs. Argue, Badanai, Belzile, Boivin, Boulanger,
Brunsden, Campbell (Lambton-Kent), Cooper, Danforth, Doucett, Dubois, Fane,
Forbes, Hicks, Horner (Acadia), Jorgenson, Kindt, Knowles, Letourneau, Mc-

Intosh, Milligan, Pascoe, Rapp, Regnier, Rompre, Smallwood, Smith (Lincoln),
Southam and Villeneuve.—(29)

In attendance: Mr. A. P. Gleave, President, Saskatchewan Farmers Union
representing Interprovincial Farm Union Council.

Mr. Gleave presented a brief on the delivery of grain by producers to
feed mills.

The Committee questioned Mr. Gleave on his brief.

Mr. Gleave was thanked by the Committee for his appearance.

The Committee adjourned until Monday, May 16th at 9.30 a.m.

Clyde Lyons,
Clerk of Committee.
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EVIDENCE

FripAY, May 13, 1960.
9.30 a.m.

The VICE-CHAIRMAN: Gentlemen, we have a quorum.

. This morning we will hear a representation from the interprovincial farm
union council. The farm union council is composed of organizations in the
th{'ee prairie provinces, British Columbia and Ontario. This organization is
being represented this morning by Mr. Alf Gleave, the chairman of that
council,

Mr. Gleave, will you proceed with your brief please. Following your
presentation the meeting will be opened to questions.

Mr. A. P. GLEAVE (Chairman, Interprovincial Farm Union Council): Mr.
Chairman and gentlemen.

The interprovincial farm union council welcomes this opportunity of
appearing before the standing committee on agriculture and colonization to
express our views on the question placed before you for study, namely: “...to
examine and inquire into the delivery of grain by producers to feed mills
operating in the designated area as defined by the Canadian Wheat Board Act
and to report to the house observations and proposals thereon.” i

At the commencement of this submission, we wish to outline briefly what
the farm unions consider to be the primary purpose of the Canadian wheat
board.

It is, first and foremost, an instrument of the western grain farmer. We
presume the government of the day set it up as a crown corporation because
it realize that in order to carry out its function effectively it would require a
wide delegation of powers from federal and provincial governments. In the
years of its operation it has enjoyed the nearly unanimous support of prairie
grain producers. They consider the Canadian wheat board so important in their
economy that not only do they wish to preserve present operations of the
board but have repeatedly asked that the board expand its operations to
include the marketing of flax and rye.

Its purpose has been, simply and clearly, to obtain for the grain producer,
through orderly marketing, the best price that could be obtained on the export
market and to maintain internally a price directly related to the export price,
always subject to government policies.

The objective of the feed mill operators was set out by spokesmen for
the feed manufacturers’ trade section of the Winipeg chamber of commerce in
a submission to the Bracken inquiry into the distribution of railway boxcars,
in Winnipeg on June 16, 1958. In it they resquested that suppliers of grain
to them be exempted from quota and price regulations of the Canadian wheat
board and that they be able to purchase their supplies in an open market.
They stated that, “The three provincial divisions of the Canadian manufacturing
association who submit this presentation now firmly request that existing regu-
lations, whether statutory or administrative, be amended so as to permit feed
manufacturers or processors of feed grain to purchase feed grains directly
from producers free of quota restrictions and at prevailing prices on ?he bgsis
of supply and demand for processing and resale within the provinces in which
the grain is grown.”
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When questioned on the manner in which they would decide on the price
to be paid for grain which they proposed to purchase direct from producers,
we were only able to get an answer that they wished to purchase at “com-
petitive” prices. The only conclusion we could come to was that these people
desired to create a situation which would exploit conditions of surplus grain
supplies, and have producers competing with one another for sales at any price.

We submit that this is not a desirable circumstance. This committee is
aware that farmers of western Canada, rather than asking a lower price for
their grain, have been seeking to persuade government to give them a higher
price. We have, in fact, requested that the price for wheat going into domestic
consumption in Canada should be higher than that for export. It seems entirely
illogical, therefore, that feed mills should purchase grain cheaper than we
sell it to our export customers.

Nor can the effect of such a policy on the existing quota system of the
Canadian wheat board be ignored.

The quota system, or to put it in other words, the acceptance of grain
from individual producers in limited amounts from time to time, became a
necessity as export markets became limited and grain became surplus within
the producing area. It has as its objective the equal distribution among pro-
ducers of the market that is available. This is, in essence, the same as the
pricing inherent in the Canadian wheat board—e.g., that each producer shall
receive an equal price for an equal grade or quality of grain. Admittedly it is
difficult for the Canadian wheat board or any other agency in the face of our
present circumstances of surplus, to effectively- administer complete equality
as to quantity delivered by individual farmers. However, in our opinion,
equality of deliveries as between delivery points should be a definite objective
of the Canadian wheat board.

We do not believe that any purpose would be served by relaxing Canadian
wheat board quota regulations. Rather it should be the purpose of the Cana-
dian wheat board to enforce present quota regulations.

We regard any relaxation of Canadian wheat board regulations as a threat
to the whole system of orderly marketing. One can well envisage the confusion
that would exist at the present time if there was no quota system and the
Canadian wheat board was merely an export agency which took possession
and sold the wheat as the elevator companies gathered it and sent it forward.
Some farmers, in an advantageous position, would probably sell their entire
crop. Others, in a less advantageous position, might very well sell little, if any.
Confusion would reign supreme.

It would be an impossible situation of feed mills within the Canadian
wheat board’s designated area were to be allowed to buy their supplies of
grain at what they describe as “competitive” prices while at the same time
Canadian wheat board asking prices were enforced in areas in those parts of
Canada outside the designated area. If mills in the designated area were
to have the privilege of establishing their own price levels, pressure for a
similar prerogative would undoubtedly arise from feeders and processors
outside the area. If this happened, it would not only destroy the price structure
for food grain in western Canada, but would also break down the price in
other parts of the country.

At the present time, if and as Canadian wheat board prices are maintained
evenly across Canada, and with the freight assistance that is given to feeders
in eastern and western Canada, it is possible to maintain a balance in the
feeding of livestock as to areas. Since no special price advantage is given

to any area, our feeding operations tend to be set up without undue advantage
to the feeder in any specific area.
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We think, Mr. Chairman, that there is no alternative other than to enforce
Canadian wheat board quota regulations as efficiently and as fairly as possible.
We therefore submit:

(1) That all feed mills be licensed as agents of the Canadian wheat
board.

(2) That the present provisions be continued whereby a farmer may
take his own grain to the mill and have it processed for feed as
permitted at present by the Canadian wheat board.

(3) That farmers continue to have the privilege of making farm-to-
farm sales as they have at present.

(4) That the Canadian wheat board be recognized outside of these
provisions as the sole selling agent for wheat, oats and barley,
whether outside or inside the designated area and that they be urged
to adopt all measures for accelerating an aggressive promotional
and sales policy throughout the world.

(5) That the Canadian wheat board take the necessary steps to police
the designated area and that those individuals and corporations
who are presently trading wheat, oats and barley and acting as
middlemen, be prosecuted.

And finally we recommend that:

(6) The powers of the Canadian wheat board be broadened to include
the marketing of flax and rye. ;

In conclusion we would say that the choice presently before farmers and
the Canadian wheat board system is to observe and uphold present regulations
or face chaos within the industry.

And I so submit, Mr. Chairman.

The VicE-CHAIRMAN: Thank you, Mr. Gleave. Now, gentlemen, I.wax_lt
to remind you again that we shall attempt to proceed with the questioning in
an orderly manner. Anyone who has a line of questioning to pursue should be
permitted to pursue it until concluded; but if there are any supplementgry
questions along that same line which you have, just ask me, and I will recognize
you.

Mr. ARGUE: I have a couple of short questions. I wonder if Mr. Gleave
would tell us whether there is any demand for changes that we have been
requested to consider? Is there any demand from farmers or from fa_rmvol'gan'
izations along the type of request that has been made by the feed mills?

Mr. GLEAVE: No, we have not had any request from any of our locals. W‘?
have not had any resolutions asking that the present procedure be changed;
and our conventions have consistently gone on record as endorsing the wheat
board method of selling grain without reserve. §

Mr. ARGUE: Are you aware of any other organization, such as the fed el‘a.tIOI"’l
of agriculture or the UGG, or any others that might take the oppc?slte view?
Or are the farmers united in asking that the wheat board regulations as we
now have them be maintained for the future‘.f

Mr. GLEAVE: In so far as I know, yes. }

Mr. ARGUE: Your recommendation is that the wheat board regulations
be enforced. You agree with the farm forums as well when 3:10% aik that the
wheat board regulations, as far as trading in .wheat, oats, ar:1 harlzyt ;i ec?cﬁ;
cerned, should be enforced, and that the Canadian wheat boar s 511‘1, gt
necessary steps to police the designated area and that tl;os;e mand Py
corporations who are presently trading wheat, oat§ and: d:ir ey
middlemen, be prosecuted? Is that what you have in mind?
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Mr. GLEAVE: I have in mind that they check very carefully those cases
where middlemen are accepting wheat in exchange for goods and so on, to see
that this grain does not find its way to other producers outside of the permit
books.

Mr. ARGUE: Would you object to one farmer trading his wheat to an im-
plement dealer, or to a television dealer, provided the dealer sold that grain
back to another farmer for feeding? In other words, a farm to farm deal locally?

Mr. GLEAVE: No.

Mr. ArRcUE: What would you say about the sale by an implement dealer
to another dealer or to a farmer outside of the quota book? E

Mr. GLEAVE: I do not think it is desirable, but I think it will have to be
allowed to be carried on.

Mr. ARGUE: In other words, if the implement dealer sold it to a farmer
who really needed the grain with which to feed his livestock, you would have
no particular objection?

Mr. GLEAVE: I think that is right, yes.

Mr. HORNER (Acadia): Have any of the feed mills which have agreements
with the Canadian wheat board that have been brought to your notice, pro-
tested against this being done by unlicensed feed mills?

Mr. GLEAVE: The only stand they have taken—oh, I suggest that this
question be put to the UGG when they appear before you.

Mr. ARGUE: They more than likely will.

Mr. GLEAVE: As I understand their position it is this; their position is
that they are quite prepared to abide by the regulations and to buy their
supplies from the wheat board, provided the other mills do likewise, that is,
if it is enforced right across the board.

Mr. HorNER (Acadia): The licensed feed mills can ship across the border,
but the unlicensed ones cannot do so. Those who have an agreement with
the wheat board, may do so, but those who have no agreement with the
wheat board cannot ship across the border. What do you say as to the proposi-
tion that all feed mills should have an agreement with the wheat board.

Mr. GLEAVE: Yes, that is what we say here. [

Mr. HorRNER (Acadia): When Mr. Harrold was here representing the
feed mills I asked him if he did not think they would have to build larger
annexes in order to make their operations economic. And he said that it
would make their operations better economically if they did have large annexes
in order to collect the storage. Would you go along with that line of thought?

Mr. GLEAVE: It is their business as to how they operate. I do not know
enough personally’ about feed mill operations to venture an opinion as to
whether it would be better or not for them to develop large storage facilities
or not. I dare say that it would.

Mr. HorNER (Acadia): The whole question revolves around the quota.
That is what the wheat board wants. They want to have a complete quota
system.

Mr. GLEAVE: Yes.

Mr. HorRNER (Acadia): If the feed mills have no storage, their capacity or
demand for feed would not be considered when the quotas are established. So
they would pretty well have to build large annexes in order to provide for
themselves adequate storage, in order to have any bearing on the quota
allotment. This all leads up to the question of whether or not there is enough
storage in western Canada at the present time.

Mr. GLEAVE: You are asking me that?
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Mr. HOoRNER (Acadia): Is this your opinion? This whole question revolves
around the question of storage to a great extent. I ask you if you think there
is enough storage for western grain at the present time?

Mr. GLEAVE: That depends on whether you want to take all that is there,
or if you want to handle only what you are handling now. There is enough
storage if you continue to handle only what you are handling now.

But to get back to the feed mills—

Mr. HORNER (Acadia): This whole question is one of quotas and storage.
The wheat board is going to tramp down on them. They will serve notice
after a couple of lawsuits that they are going to tramp down on the feed
mills. I suggest that the feed mills should build large annexes to have the
storage capacity. Is that what you want to have in western Canada, more
storage capacity, or do we already have enough storage?

Mr. GLEAVE: It depends on where you happen to be. If you are a farmer
at an individual point, and you cannot get your grain in, then you will be
saying there is not enough storage. But if you have an elevator company which
is making a profit on their handlings, they will say there is too much storage.
So it is an open question.

We have asked as an organization in previous briefs to the government
to bt_xild additional public storage so that more grain can be moved forward.
But if you have more grain in storage, there will be more storage charges to

be paid, and the farmer is the one who pays the bill under our present wheat
board system.

Mr. HOoRNER (Acadia): Your brief deals with prices. But you will under-
stand that the wheat board cannot enforce prices. They can enforce quotas,

and that is what they are going to attempt to do; but they are not going to
attempt to enforce prices. That suggests that all this revolves around quotas and

storage.

I am going to quote from page 12 of the brief of the rural custom feed
mills association of Alberta and the rural custom feed mills association of
Manitoba, where it says that at Hedlin’s feed service at Lacombe, Alberta, they
pay 55 cents for oats, and that there is a charge of two cents for processing;
and they sell/it for $60 a ton; whereas the farmer, when he sells his grain
to the wheat board in that particular area, would only receive after final
payment, 49.7 cents; so there is a difference there of a little over five cents
by which the farmer would better himself by selling to this particular feed
mill.

Mr. GLEAVE: That particular mill has been paying 55 cents when the
wheat board price was 49.7?

Mr. HORNER (Acadia): When the final price to the farmer was 49.7, the
wheat board was paying 55 cents to the producer or the farmer. But even then,
if the feed mill wanted to buy some oats from the wheat board, it would have to
pay 694 cents. : :

So what the feed mill is doing here is this: they are offering more,than ?he
farmers final realized price, and offering less than the wheat board’s asking
price. So it appears that what they are doing is this: that when they ha\{e
no room for storage, they are taking the difference, that is the_ amount that: is
charged up for handling and storage by the wheat board‘opera"clons and cutting
it right in the middle, and going right between the asking price of the wheat
board and the final payment to the farmer.

Actually the producer in this case would better himself from threg to
five cents a bushel, so I do not think it is a question of whether the prices
are going to reduce what the farmer sellg in the way of wheat to the feed
mills, should they get into the storage business.
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Mr. GLEAVE: They are in the same position that I am in as a farmer. As
a farmer I know what the wheat board pays for grain, and I can make my
own guess as to what the quota will be this year. I can plant as much wheat
as I like, but I know that if I plant too much wheat, I will have to build
storage, and I know what it will cost me to build that storage; so I make
my decision according to the known circumstances which exist in relation to
my farm.

But the feed mill is not exactly in the same position. However they can
assess what their customers will buy and what they will pay for it. They can
make their individual decisions as to whether it is a good idea or not to build
storage and to buy supplies of grain.

Mr. HORNER (Acadia): If they have to comply with wheat board quotas,
do you suggest that this proves that they might want all to become licensed
agents?

Mr. GLEAVE: Yes.

Mr. HORNER (Acadia): If they did become licensed agents, then they would
have to comply with wheat board prices.

Mr. GLEAVE: Yes.

Mr. HORNER (Acadia): And they would have—instead of 55 cents that
the producer would have for his oats—they will have to pay 694 cents.

Mr. GLEAVE: Yes.

Mr. HORNER (Acadia): Does this not seem like forced injustice with respect
to feed mill operators?

Mr. GLEAVE: No, I do not think so.

Mr. HORNER (Acadia): You do not think it would bother the producer
who is buying at better than that?

Mr. GLEAVE: No.

Mr. HorNER (Acadia): But if he has to pay 144 or even 9% cents more
for his feed, no, more than that, he would have to pay pretty nearly 12 cents?

Mr. GLEAVE: He does not have to pay it.

Mr. HoRNER (Acadia): You mean he does not have to buy it?

Mr. GLEAVE: Yes. '

Mr. HORNER (Acadia): Well, that is true.

Mr. GLEAVE: He has other sources.

Mr. HORNER (Acadia): Do you want to put these feed mills out of busi-
ness? Is that your suggestion?

Mr. GLEAVE: No, I do not want to put the feed mills out of business, nor
do I want to put them in business. I am not interested in feed mills. I am
interested in farmers.

Mr. HorNER (Acadia): And so am I.

Mr. GLEAVE: The feed mill operator could, under those circumstances,
operate, and he will operate, because there are mills which are presently
operating owned by people who are presently licensed by the wheat board,
and they are presently operating.

Mr. HorNER (Acadia): They are operating outside the province to quite
an extent; they are operating across the boundary.

Mr. GLEAVE: These people are operating inside the boundary.

Mr. HorNER (Acadia): This is to quite an extent a different thing, because
they have to compete with people operating inside, such as the farmer who
is selling to a machine dealer for example, whereas those operating outside
the boundary do not have to compete with this farmer-machine dealer busi-
ness, and they are operating in a different sphere altogether.
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Mr. McINTosH: I have several questions.
The VICE-CHAIRMAN: Mr. Régnier.

Mr. REGNIER: Mr. Gleave, do you think that the licensing of feed mills
would have the net result of making feed more expensive to feeders, and less
profitable to raise beef in the west ?

Mr. GLEAVE: I do not see why, because again, looking at the farmers,
because we are interested in them, since they are the people who are our
members—I do not see why it would.

At the present time the farmer can take his feed to the mill and have it
processed if he wishes. He can produce his own grain at whatever cost he
wishes to do it; moreover, he may purchase it from anyone within the desig-
nated area for feeding. So I do not see why it would raise the price of feed
to the farmer.

Mr. McInTosH: Mr. Gleave made a statement that he is interested in
farmers. I am sure he would go. a step further and say that he is interested
in markets for farm produce.

The feed mills have said that they cannot operate if quota restrictions
are enforced. One elevator concern mentioned that they would import corn
from the United States. They said there were 12 million bushels of corn brought
into Canada in the last year.

I also take it from this brief that you are in favour of giving more control
to the wheat board. But I believe that perhaps you and I differ a little bit on
this. If you say that more control should be inflicted on the farmer, then I am
opposed to it. At the present time we realize that the farmer is told when to
deliver his wheat or his produce; he is also told what he can get for it;
and he is also told how much he can deliver.

Since the problem is one of surplus at the present time, I wonder if Mr.
Gleave would go a step further and say whether he thinks the farmer should
be told how much he can grow.

Mr. GLEAVE: No, Mr. Chairman. In fact we are not asking that more
control be given to the wheat board, because the wheat board presently has
all the powers necessary to do exactly what we are asking them to do in this
brief.

Mr. McInTosH: But they are not being enforced. That is what you mean?

Mr. GLEAVE: That is right. So it is not correct to say that more control
be given to the wheat board. We are merely saying that they should carry
out the present regulations. You asked me if more controls should be inflicted
on the farmer. No, I do not think we are asking that more contr(_)ls should be
inflicted on the farmer. I do not think the farmer regards this control'as
being inflicted on him. I say that because the farmer comes to every convention
and asks that the wheat board method be continued; and more than that, he
asks that flax and rye, in addition to the present grain, be included in that
market. :

Mr. Rarp: And also rape. ,

Mr. GLEAVE: That is right; so that is the attitude of the farmer. :

Now, in regard to your question Mr. McIntosh, I think you asked also if
we were in favour of the market being restricted.

Mr. McINTOSH: Yes. 3

Mr. GLEAVE: No, as a matter of fact in any representathns that we have
made to the government we have asked that the trade policy be such that
the markets be extended. In this brief we say that the wheat board carry on
overseas in places where export markets are, and ‘thz.at they carry on a method
of promotion and active salesmanship because this is the real solution to the

present grain problem. It is to sell grain.
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Mr. HORNER (Acadia): What has that got to do with feed mills?

Mr. GLEAVE: Mr. McIntosh asked me a question and I was merely answer-
ing it.

Mr. McInTosH: Yes, I think it does have something to do with feed mills.
I said that I took it from your statement that you are not satisfied with the
marketing done by the wheat board, or with what they are doing at the
present time. Or are you satisfied with it?

Mr. GLEAVE: It is difficult for a person in my position as president of a
farmers union, and a member of the interprovincial farm union council to'
answer; it is difficult, first, actually to assess the real efficiency of the selling
that is done by the wheat board; that is to say, it would be difficult for me
to say here that they are doing a good job or a poor job.

But what we do say is that they should make larger efforts than they
are making. I am thinking, for instance, of some U.S.. agricultural organiza-
tions which are carrying out very extensive promotional programs in Europe;
and the Australians are contemplating similar action in Asia.

Mr. HORNER (Acadia): Are you not getting away from this fundamental
question?

Mr. McINTosH: No, I think it is related to feed mills.

Mr. GLEAVE: I think that our wheat board as a selling agency should do
the selling. I think they should be more aggressive in the markets of the
world, and I think, as government policy, through the Department of Trade
and Commerce, they should be supported in such action.

Mr. McINTOSH: The feed mills have said that if this regulation were put
in force they would be more or less compelled to purchase corn imported
from the United States. They made such a statement to us the other day.
Now, if that is the case, would that have the effect of reducing the farmer’s
market?

Mr. GLEaVvE: Well, if their statement is true, yes.

Mr. McINTosH: Would you doubt their statement?

Mr. GLEAVE: Yes, I doubt it.

Mr. McINTosH: On what grounds?

Mr. GLEAVE: For instance, Canadian import duties on United States corn
at the present time are eight cents a bushel; they would have to pay a duty
of eight cents a bushel to bring it in; and in addition there is the transportation
cost. And if this were so, I think that those mills which are presently licensed
by the Canadian wheat board—if they could have brought in American corn
and processed it this year—I think they would have done so.

Mr. ArRGUE: Would it not be in competition with corn coming in from the
prairies? -

Mr. McInTosH: Oh, you were not at that meeting, Mr. Argue.

Mr. ArRGUE: No. Do you know what quantity would be coming in?

Mr. McInTosH: No, they could not get the figures. ,

Mr. GLEAVE: We checked on it, and some of it was for brewing and com-
mercial sales.

Mr. McINTosH: Yes, we were told that.
The Vice-CHaIRMAN: You are still proceeding, Mr. McIntosh.

: Mr. McInTosH: Yes. You made some reference in here about the asking
price, if the Canadian wheat board asking prices were enforced in areas in
those parts of Canada outside the designated area. The asking price of the

(tlanad?ian wheat board varies from time to time on the world market, does
it not?
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Mr. GLEAVE: Yes.

Mr. McInTosH: There has been some criticism in the past that this asking
price is not flexible enough, and therefore we have lost markets. Would the
same thing apply about the asking price to these feed mills? Would you think
it would be flexible enough?

Mr. GLEAVE: Well, in the first place, I am not convinced that the asking
price of the Canadian wheat board has lost us markets. This is a matter
of judgment, as you very well know.

You have the buyer over here, and you may figure how strong or how
weak the market is. You have to try to hold your prices against the pressure,
and you release it as you find it necessary.

You were asking me, I take it, if the price is too inflexible in regard to
feed mills.

Mr. McInTosH: That is right.

Mr. GLeavE: The same thing would apply; their asking price to the feed
mills is always the same as their asking price to exporters.

Mr. McInTosH: Do you think that the price which the producer has
been getting has been diminishing in relation to the cost price squeeze?

Mr. GLEAVE: Yes.

Mr. McInTosH: There has been that problem. Now, has your organization
any suggestion as to the cost of operations of the wheat board over the last
ten years? Have they gone up or gone down?

Mr. GLEAVE: Well, I have the wheat board report in my brief case. I
think their actual cost of operation has remained pretty constant.

Mr. McInTosH: You think their actual cost of operation has remained
pretty constant? :

Mr. GLEAVE: I think so.

Mr. McInTOSH: And you mentioned your membershi