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REPORTS TO THE HOUSE

TuespAy, Feb. 23, 1960.

The Standing Committee on Banking and Commerce has the honour to
present its
FIRST REPORT
Your Committee recommends:

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

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

C. A. CATHERS,
Chairman.

(Concurred in on Thursday, Feb. 25, 1960.)

FripAY, June 10th, 1960.

The Standing Committee on Banking and Commerce has the honour to
presents its
F1FTH REPORT

Your Committee recommends that its quorum be reduced from 15 to 11
Members, and that Standing Order 65(1) (d) be suspended in relation thereto.
Respectfully submitted,

C. A. CATHERS,
Chairman.

(Concurred in on Friday, June 10, 1960.)

THURSDAY, June 16, 196Q.

The Standing Committee on Banking and Commerce has the honour to
present its

SEVENTH REPORT

Your Committee has considered Bill C-70, An Act respecting the Inter-
national Development Association, and has agreed to report it without
amendment.

A copy of the Minutes of Proceedings and Evidence respecting this Bill
is appended.

Respectfully submitted,

C. A. CATHERS,
Chairman.

Note: Second, third, fourth and sixth reports were in respect of private bills.
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ORDERS OF REFERENCE

House or COMMONS,

TuEesDAY, February 16, 1960

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

Messrs.

Allmark, Drysdale, Morissette,
Anderson, Fraser, Morton,
Asselin, Hanbidge, Nugent,
Bell (Carleton), Horner (Acadia), Pascoe,
Benidickson, Jones, Pickersgill,
Bigg, Jung, Regier,
Brassard (Chicoutimi), Leduc, Robichaud,
Campeau, Macdonnell, Rowe,
Cardin, MacLean (Winnipeg Rynard,
Caron, North Centre), Slogan,
Cathers, MacLellan, Southam,
Chevrier, Macnaughton, Stewart,
Coates, Maloney, Stinson,
Creaghan, Martin (Essex East), Taylor,
Crestohl, Mcllraith, Thomas,
Deschambault, Mclntosh, Winch,
Drouin, More, Woolliams—>50.

(Quorum 15)

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.

WEDNESDAY, June 1, 1960

Ordered,—That the name of Mr. Hellyer be substituted for that of Mr.
Chevrier on the Standing Committee on Banking and Commerce.

WEDNESDAY, June 8, 1960.

Ordered,—That the names of Messrs. Aiken, Baldwin, Bell (Saint John-
Albert), Broome, Fisher, Hales, Howard, Skoreyko, and Smith (Winnipeg
North) be substituted for those of Messrs. Anderson, Bell (Carleton), Coates,
Drouin, Winch, Deschambault, Regier, Fraser, and Maloney respectively on
the Standing Committee on Banking and Commerce.

Ordered,—That Bill C-70, An Act respecting the International Develop-
ment Association, be referred to the said Committee.
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6 STANDING COMMITTEE

Fripay, June 10, 1960 1

Ordered,—That the quorum of the Standing Committee on Banking and
Commerce be reduced from 15 to 11 Members, and that Standing Order
65(1) (d) be suspended in relation thereto.

MoNDAY, June 13, 1960

‘-« Ordered,—That the name of Mr. Tardif be substituted for that of Mr.
Macnaughton on the Standing Committee on Banking and Commerce.

Attest

LEON J. RAYMOND,
Clerk of the House



MINUTES OF PROCEEDINGS

House or CommMoNSs, Room 112-N
TuEsDAY, February 23, 1960

The Standing Committee on Banking and Commerce met at 11:00
o’clock a.m.

Members present: Messrs. Asselin, Bell (Carleton), Bigg, Brassard
(Chicoutimi), Campeau, Cardin, Caron, Cathers, Chevrier, Creaghan, Hanbidge,
Horner (Acadia), Leduc, Macdonnell (Greenwood), MacLean (Winnipeg North
Centre), MacLellan, Martin (Essex East), Morissette, Morton, Nugent, Rynard,
Slogan, Southam, Stewart, Thomas, Winch.

The Clerk of the Committee attended the election of a Chairman.

Mr. Morton moved, seconded by Mr. Bell (Carleton), that Mr. C. A, Cathers
be elected chairman. Mr. MacLean (Winnipeg North Centre) moved, seconded
by Mr. Slogan, that the nomination be closed.

And the question having been put on the motion of Mr. Morton, it was
unanimously adopted.

Mr. Cathers having been declared elected took the Chair and thanked the
members for the honour.

Mr. Campeau moved, seconded by Mr. Bigg, that Mr. Emilien Morissette
be elected Vice-Chairman.

On motion of Mr. Morton, seconded by Mr. Southam, nominations were
closed. And the question having been put on the proposed motion of Mr.
Campeau, it was unanimously adopted.

The Chairman read the Orders of Reference.

Mr. Morton moved, seconded by Mr. Rynard, that a recommendation be
made to the House to reduce the quorum from 15 to 10 members.

After discussion, and the question having been put on the proposed motion
of Mr. Morton, it was, on a show of hands, resolved in the negative on the
following division: yeas, 8; nays, 11.

On motion of Mr. MacLean (Winnipeg North Centre), seconded by Mr.
Brassard,

Resolved,—That the Committee ask authority to print such papers and
evidence as may be ordered by the Committee.

The Chairman suggested that the Committee consider the question of
sitting while the House is sitting. Whereupon Mr. Caron moved, seconded by
Mr. Chevrier, that the Committee do not consider the question of sittings
while the House is sitting at this time. After discussion, and the question
having been put on the proposed motion of Mr. Caron the said motion was,
on a show of hands, resolved in the negative on the following division:
yeas, 7; nays 18.

Mr. Slogan moved, seconded by Mr. MacLellan, that the Committee request
permission to sit while the House is sitting. After discussion and the question
having been put on the proposed motion of Mr. Slogan, it was, on a show of
hands, resolved in the affirmative on the following division: yeas, 19; nays 7.

On motion of Mr. Bell (Carleton), seconded by Mr. Thomas,
Resolved,—That the Subcommittee on Agenda and Procedure comprising
the Chairman and six other members to be named by him be appointed.

At 11:40 o’clock a.m. the Committee adjourned to the call of the Chair.
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8 STANDING COMMITTEE

THE SFNATE, Room 256-S.
TUESDAY, June 14, 1960
K (6)

~ The Standing Committee on Banking and Commerce met at 9.30 o’clock
a.m. The chairman, Mr. C. A. Cathers, presided.

Members present: Messrs. Allmark, Bell (Saint John-Albert), Benidick-
son, Broome, Cathers, Drysdale, Fisher, Hellyer, Horner (Acadia), Jones,
Ledue, Macdonnell (Greenwood), Martin (Essex East), Mellraith, McIntosh,
More, Morton, Nugent, Pascoe, Skoreyko, Southam, Stinson, Thomas, Wool-
liams.—24.

In attendance: Honourable Donald M. Fleming, Minister of Finance, and
Mr. L. Rasminsky, Deputy Governor, Bank of Canada.
On motion of Mr. Drysdale, seconded by Mr. Morton,

- Ordered,—That pursuant to Order of Reference of Thursday February
25, 1960, 1,000 copies in English and 500 copies in French of the Minutes of
Proceedings and Evidence relating to Bill C-70 be printed from day to day.

The committee took into consideration Bill C-70, An Act respecting the
International Development Association.

The Chairman introduced the Minister of Finance, who addressed the
Committee briefly.

Mr. L. Rasminsky, Deputy Governor of the Bank of Canada was called.
The witness explained the purpose of the Bill and was questioned thereon.

And the examination of Mr. Rasminsky still continuing, it was postponed
until the next sifting.

‘ At 11.00 o’clock a.m. the Committee took recess.

AFTERNOON SITTING
"M

The Committee resumed at 2.00 o’clock p.m. The Chairman, Mr. C. A.
Cathers presided.

Members present: Messrs. Aiken, Allmark, Bell (Saint John-Albert),
Benidickson, Broome, Cathers, Drysdale, Horner (Acadia), Jones, Macdonnell
(Greenwood), McIntosh, Morton, Nugent, Robichaud, Skoreyko, Southam,
Stinson, Tardif, Thomas, Woolliams.—20.

In attendance: Mr. L. Rasminsky, Deputy Governor, Bank of Canada.

The Committee resumed from the morning sitting consideration of Bill
Cf70, An Act respecting the International Development Association.

The examination of Mr. Rasminsky was continued.

3 At 4.00 o’clock p.m. the Committee adjourned to meet again at 330
o'clock p.m tomorrow, Wednesday, June 15.

Antoine Chassé,
Clerk of the Committee.
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Room 112-N, House orFr COMMONS.
WEDNESDAY, June 15, 1960

(8)

The Standing Committee on Banking and Commerce met at 3.37 p.m., the
Chairman, Mr. C. A. Cathers, presiding.

Members present: Messrs. Aiken, Allmark, Bigg, Brassard (Chicoutimi),
Broome, Campeau, Cathers, Crestohl, Drysdale, Hanbidge, Horner (Acadia),
Howard, Macdonnell (Greenwood), McIntosh, More, Morton, Nugent, Rynard,
Southam, Stinson, Tardif, Thomas and Woolliams.—23

In attendance: Mr. L. Rasminsky, Deputy Governor, Bank of Canada.

The Committee resumed, from Tuesday, Juné 14, consideration of Bill
C-70, An Act respecting the International Development Association.

The examination of Mr. Rasminsky was concluded.
The Chairman thanked Mr. Rasminsky for his appearances.

The Preamble, Clauses 1 to 5 inclusive, the Title, the Articles of Agree-
ment and Schedule A were adopted and the Chairman instructed to report
the Bill without amendment.

The Committee adjourned at 4.30 p.m. until 9.30 a.m., Thursday, June
16, 1960. !

Clyde Lyons,
Acting Clerk of the Committee.






EVIDENCE
TUESDAY, June 14, 1960

The CHAIRMAN: Gentlemen, I believe we now have a quorum. We are here
to discuss an act respecting the International Development Association. The
minister has come. He can only stay a few minutes, so we will commence the
proceedings by calling on the minister for a few remarks regarding this bill.

Hon. DoNaLp M. FLemine (Minister of Finance): Mr. Chairman, thank
you very much for the opportunity of attending the meeting and for saying
perhaps just a brief word of introduction of this measure. I know that you are
going to have a very interesting time, and I wish it were possible for me to
remain and be a listener throughout these proceedings; but I have a cabinet
meeting on now and I am afraid I must go.

The bill has had some discussion in the house, perhaps not in detail as to
the articles of association of the International Development Association; but the
discussion in the house, I think, did reveal a very clear identity of views shared
by all members of the house in regard to the purposes of the International
Development Association.

Mr. Rasminsky will be able to trace the history of this proposed organiza-
tion. I first came in contact with the genesis of such an idea two years ago, in
the summer of 1958, in Washington, when what was known as the Monroney
plan was put forward. Many people then began to think more actively of an
international organization that might be set up in some sense as a parallel
organization to the International Bank for reconstruction and development; but
would be designed to meet needs that are not now met by the International
Bank, particularly with respect to loans to what were often commonly called
soft currency countries. We think now, perhaps, more particularly of the so-
called under-developed countries which might not be expected to be in a
position to repay hard loans in hard currency.

It had been expected that, at the meeting of the governors of the bank,
which was held in October, 1958, at New Delhi, this question would be pre-
sented for decision. Actually, it was not. The subject was only slightly touched
upon at that meeting in New Delhi. But in the succeeding months the idea was
taken more firmly in hand at Washington, and by the time the governors of the
bank fund met in their next annual meeting—this time in Washington, in late
September, 1959—the matter had developed to the point where we all knew
that we would be called upon to take a decision, in some sense in principle, or
at any rate a decision as to whether the executive board of the bank should be
asked to take this project in hand and give it intensive study.

There were at that time certain misgivings entertained by various coun-
tries. We had certain misgivings ourselves, and I expressed them when speaking
to this resolution at the meeting in Washington. Other countries shared our
concerns, and some of them had additional concerns of their own.

However, it was possible, in the course of discussion, to meet in part, at
any rate, some of the misgivings that were expressed, and in the end there was,
I think, unanimity in supporting the decision then taken to instruct the execu-
tive board of the bank— that is the board as distinguished from the gover-
nors—to take this subject in hand and to pursue it.

Canada’s representative on the executive board is Mr. Louis Rasminsky,
the deputy governor of the Bank of Canada, who is here with us this morning.

11



12 STANDING COMMITTEE

All through the autumn and the winter the executive board was meeting at
various stages in pursuing its labours on the drafting of the articles of associa-
tion. This finally issued in the document that is attached as an appendix to
bill C-70. I will not trespass on the subject of the articles themselves, and the
details: Mr. Rasminsky is more competent than anyone else in Canada to deal
with that subject. Indeed, I suppose there are few people in all the world who
know as much about this subject as Mr. Rasminsky.

~  So far as the Canadian government is concerned, we are asking parliament
in this measure to approve of Canada’s adherence to the association and to
authorize Canada’s subscription to the initial capital of the fund, that being
$1 billion in gross, Canada’s share as set forth here, is $37,830,000 United States
dollars.

May I say just this one word in conclusion, Mr. Chairman. I am very
happy that this opportunity has been presented for the banking and commerce
committee to have a good look at questions pertaining to. these important
international organizations in the financial field, and Canada’s association
with them today. I think Mr. Macdonnell, Mr. Benidickson and Mr.
Mellraith—I think Mr. Martin was not a member of the committee—are
the only three members of this committeee today who were members of the
banking and commerce committee in the autumn of 1945.

That was the last time that the banking and commerce committee, as
I recall it, had a thorough opportunity of examining into questions of
this kind. That was when the Bretton Woods legislation was under review.
They will, as I do, remember very well the proceedings of that committee
and the profound impression that was left upon us all by the testimony of
Mr. Rasminsky.

I think all hon. members are aware that Mr. Rasminsky has been
deputy governor of the Bank of Canada for some years. He has played a
leading part in Canada's relations with international organizations on the
financial side, and more; and more than anyone else, he was the draftsman
of the articles of the United Nations charter relating to the economic and
social council. No Canadian has had as close contact over these 15 years
with these important international financial institutions, the International
Bank and the international monetary fund, as Mr. Rasminsky has, and I
think the committee is in for a very interesting period now in hearing Mr.
Rasminsky on this question and hearing his review of the purposes, the plans,
the structure and the articles of the International Development Association..

Thank you very much, Mr. Chairman.

The CHAIRMAN: Thank you, Mr. Minister.

Some Hon. MemBERs: Hear, hear.

Mr. McILrAaITH: Mr. Chairman, I have one question, if Mr. Fleming could
take a moment to answer it. I will try to be very short. He spoke about the
need for this legislation and the authority of the association to meet needs
not now met by the International Bank for reconstruction and development.
Could he elaborate a bit on that point?

Mr. FLEmiNG: Mr. Rasminsky will be able to elaborate on that. To put
it as simply as possible: the International Bank has made loans that were
intended to be repaid in hard currency, not the currency of the country which
was borrowing the money. While it has been a most beneficial international
institution, nevertheless it had to have regard for the maintenance of what
would be regarded as sound business principles in relation to the assistance
that it was giving in the form of loans.

It has been the feeling of the senior authorities of the International
Bank that there is a field where international financial assistance has been
required, on a loan, or a loan plus aid basis, which was outside the scope of
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the bank’s activities; and hon. members are aware that the new International
Development Association is going to be very closely linked with the Inter-
national Bank. Indeed, the International Bank will be supplying the president,
management and personnel for the new organization. I think that is a guarantee
of success of the International Development Association, because of all inter-
national associations which have been set up since World War II, I think it
is no exaggeration to say that none of them has experienced greater success or
enjoyed a greater quality of management than has the International Bank. .

There is no organization in this international field that has given a better
account of itself, or has more completely measured up to the hopes and pur-
poses of its founders than has the International Bank for reconstruction and
development.

Mr. McILrartH: Thank you very much.

The CHAIRMAN: Before calling on Mr. Rasminsky, I should like to have
a motion regarding the printing—750 copies in English and 200 copies in
French—of the minutes of proceedings and evidence relating to this bill.
The two bills are included, C-70 and C-58.

Mr. Jones: Mr. Chairman, there is a great deal of interest throughout
the country in this bill, and I was wondering if possibly it might not be
helpful to have a few more copies printed this time.

The CHAIRMAN: To which bill are you referring? This one?

Mr. JonEes: The testimony on bill C-70.

Mr. DryspaLE: 1,000 in English; 500 in French.

The CHAIRMAN: We have the Bank of Canada here; we have to be careful
of the dollars now. Will somebody move?

Mr. DrysDALE: I would move, Mr. Chairman, that we have 1,000 copies
printed in English, and 500 in French.

Mr. McILRAITH: Mr. Chairman, it seems to me that you are dealing with
two different matters at the same time. One bill will have much more public
demand for it than the other. Why print the same number of copies of both?

Mr. DryspALE: This is for bill C-70.

The CHAIRMAN: The two bills are combined here, C-70 and C-58. I think
that C-58 will also be quite a—

Mr. McILRAITH: I was going to suggest that you deal with them separately.
Bill C-58 will require from five to six times as many copies as this one will.

The CHAIRMAN: Six times as many?

Mr. McILrRAITH: Yes, I would think so—>5,000. This is about a few hundred.

Mr. DRrYSDALE: Mr. Chairman, to bring it to a head, for bill C-70 I would
move that 1,000 be printed in English; 500 in French.

Mr. MorTON: I second that.

The CHAIRMAN: All agreed?

Some HonN. MEMBERS: Agreed.

Mr. MACDONNELL: Mr. Chairman, why do we need to settle this now? The
reason I ask is this, that I observe what Mr. McIlraith has said, and I think he is
perfectly entitled to say it. I think it is possible that this committee may arouse
some interest in this bill C-70, which I think is twenty times as important as the

other—although at the present time I do not think the Canadian public thinks
so at all.

Is it necessary that we settle on the number at this moment? If so, I have
nothing more. to say.

The CHAIRMAN: I understand that it is. ‘
Mr. DrYSDALE: We could have a re-run, if there are more required.
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The CHAIRMAN: The motion is for 1,000 in English, and 500 in French.
Mr. DryspALE: Yes—seconded by Mr. Morton.

The CHAIRMAN: All agreed?

Agreed.

The CHAIRMAN: We are very fortunate today to have Mr. Rasminsky from
the Bank of Canada. You have listened to the introduction of the minister, and
I will not add anything to that, except that I am renewing an old acquaintance
with Mr. Rasminsky. I think it goes back now 30 years.

Mr. Louls RasMINSKY (Deputy Governor, Bank of Canada): Man and boy.

The CHAIRMAN: But we will not mention that. Mr. Rasminsky, will you go
into this as thoroughly as you wish, because I know a great many of the
committee are exceedingly interested in this problem.

Mr. Rasminsky: Thank you very much, Mr. Chairman. I am very glad
to have the opportunity of meeting again with the banking and commerce
committee of the house and of going over some aspects of this proposed
legislation providing for Canadian membership in the International Develop-
ment Association. I do not think that I would be making the best use of my
time if I were to try to cover again the ground that Mr. Fleming covered in
introducing this measure in the house.

The general purpose of the measure, I am sure, is by now well known to
all members of the committee. The proposal for an international development
association is based, I would say, on two essential considerations. One considera-
tion is that the underdeveloped countries of the world are in need of larger
amounts of capital from abroad than the amounts of capital that they can
properly borrow, in terms of foreign exchange. Their need for capital arises,
obviously, from the very low standards of living prevailing in these countries,
which permit of an inadequate amount of savings out of their domestic incomes.

If these countries are to increase their standards of living at a rate which
is economically and socially tolerable, their domestic savings have to be supple-
mented by savings from abroad. This has been recognized in very large measure
since the end of the war. In fact, I would say that one of the really remarkable
developments of the last 15 years has been the extent to which the countries of
the west—the richer countries of the world—have assumed this obligation; have
taken it for granted. It has become part, it seems to me, of the current thinking
of the community, of the current morality, if you like, that the richer countries
should do something substantial to help the underdeveloped countries to raise
their standards of living.

The question of the adequacy or inadequacy of what is being done is another
matter, in which there could be differences of view, and no doubt these will be
aired in the course of the meetings of this committee. The reasons for the
assumption of this new—as it seems to me—attitude are varied. The attitude
is based partly upon moral considerations, upon the thought that there are
some duties involved. To some extent, no doubt, it is based upon far-sighted
economic considerations; on the thought that without this help—excuse me,
let me put it positively; that with this help, if the underdeveloped countries in
the world succeed in raising their standards of living, we will all stand to bene-
fit from that, in terms, not only of political stability, but in terms of increased
opportunities for doing profitable business with these countries.

Whatever the reasons may be, it is the case that a fair amount—a very
substantial amount—of foreign assistance has been made available to the under-
developed countries in various forms. At least one half of the essence of this
measure is that it provides additional amounts of assistance on terms that are
less onerous, that are easier on the underdeveloped countries, from a balance
of payments point of view. :
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There is a limit to the extent to which any country, rich or poor, can incur
foreign indebtedness without storing up trouble for the future. This measure
provides assistance; its purpose is to provide assistance in a form that does not
store up trouble for the future for the underdeveloped countries; that is, on
terms that do not necessarily constitute a drain on their future foreign exchange
receipts in order to pay the interest, and ultimately the principal, on such
indebtedness in amounts that they would find burdensome.

That is point one of the genesis, the background of thought of this proposal.
The second half of it, I think, is the fact that this effort is being made coopera-
tively on an international basis. This provides certain advantages. Countries
do not have to make an exclusive choice between international giving, or lending,
or aiding, and national lending, or aiding. We in this country are engaged in
very important bilateral aid programs, and at the same time we are participating
very wholeheartedly in these international programs. Both have their advan-
tages. An advantage of the international programs is, first of all, that it provides
machinery, in the form of an institution with a trained staff, a going concern,
to administer the aid. Secondly, the international approach has the effect of
bringing in countries which perhaps would not otherwise do enough, would
not do as much as they are able to do bilaterally. It spreads the responsibility
around the world in a cooperative effort.

That is as much as I propose to say about the general background of this
proposal. I think most usefully I can employe the rest of my time in doing two
or three things. First of all, I thought I would touch on the various points which
were raised in the debate in the House of Commons on June 7, by speakers
other than the minister. As I read Hansard there seemed to be unanimous
agreement among the spokesmen for the various parties in the house that this
measure should be supported. At the same time various speakers raised questions
or expressed some doubts on two or three points. I think the most important of
these are the following. The question was raised by Mr. Regier and also Mr. Paul
Martin: why have a new international institution for this purpose and why
should not this extra aid be given either through the international bank which is
a going concern or through the Colombo Plan. I believe Mr. Martin went on to
indicate the main reasons why he agreed it should not be done through the
international bank. If I may I would like to say something about the relationship
of the international bank to this proposed body.
~ Mr. MacMillan raised the question: how will this institution work; will
it finance projects of a type which the bank itself does not finance?

Finally, Mr. MacMillan and Mr. Martin expressed some concern about
the role that the use of United States counterpart funds, arising out of the
agricultural surplus disposal program of the United States, would play in this,
no doubt fearing that the existence of some provisions permitting counterpart
fgnds to be used in this organization might encourage or stimulate surplus
disposal programs of the United States. As I recall it Mr. Martin particularly
was anxious to make sure that the United States understanding of these
provisions was the same as ours.

I think these are the most important questions raised in the debate in
the house of June 7. I know that other members of the committee, and par-
ticularly Mr. J. M. Macdonnell, have other questions they propose to raise in
the committee, but perhaps they can be dealt with by way of question and
answer.

What I propose to do then is to say something about these questions and
perhaps preface that by saying something to supplement what the minister
said about the origin of this proposal. I will then answer the other questions
raised in the house by referring to some of the highlights of the articles of
agreement which are attached to the bill.
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Mr. BENIDICKSON: The minister himself indicated that at the international
conference he perhaps was the chief spokesman of a government which had
some misgivings about the proposal. I wonder if Mr. Rasminsky, in addition to
answering some of the questions of the members of the committee and the
questions which were raised in the debate in the house, would outline to us
what were the misgivings and to what extent they have been eliminated by
amendments in the agreement.

Mr. Rasminsky: I will try to do that, Mr. Benidickson.

First there is the question of the relationship between this organization
and the I.LB.R.D.—that is the international bank. If I may say so, the question
why set up a new institution when you already have a going concern in the
international bank, is a very important and relevant question. As the minister
indicated, the international bank has been a very successful institution which
has gone a long way towards achieving the objectives for which it was set up.
I do not mean by that that there is not still a great deal of work to be done.

Mr. MACDONNELL (Greenwood): Would you say a word about the mag-
nitude of it.

Mr. Rasminsky: I was proposing to do that, Mr. Macdonnell. The bank
has an outstanding record of successful operations to aid in the development
of underdeveloped countries. The bank has made 250 loans to 50 countries and
colonies, totalling in excess of $5 billion. These loans have been building up
at a crescendo rate—I am thinking of loans for development and reconstruc-
tion—from $150 million in the first years that the bank went in for this type
of lending, through to $300 million, $400 million, until now it is lending at the
rate of about $700 million a year, and there is no reason for expecting that
the $700 million a year rate is the ultimate. I think the expectation would be
that it would continue to grow. The bank’s loans have been made for a variety
of purposes. Loans for electric power and transportation have been the most
important classifications. Large amounts, however, have also been loaned to
finance industry, agriculture, forestry and general economic development.
The loans made by the bank are made either to or are guaranteed by govern-
ments. There has not been a single default.

Mr. MARTIN (Essex East): Is the guarantee 75 per cent?

Mr. Rasminsky: No. I think you have in mind the 80 per cent and are
thinking of the unpaid capital of each member which constitutes a guarantee
fund. The way the bank finances itself is this. Each member of the bank was
assigned to it a certain number of shares to which it subscribes, the number
being roughly proportionate to the country’s economic strength or economic
size. The original Canadian subscription was $325 million. The original United
States subscription was about ten times that amount, $3,250 million. The
British was about $1,450 million. Of this original capital subscription, 2 per
cent of each member’s subscription had to be paid in in gold and 18 per cent
had to be paid in in the form of local currency—in our case, in Canadian
dollars—which could be used by the bank to finance its lending operations only
with the consent of the country concerned. The unpaid portion, the 80 per cent,
constitutes a kind of guarantee fund. The significance of that guarantee fund
is that it enables the bank to issue its own debentures to private capital market
and the bank has done so to a very substantial extent. The 80 per cent of each
country’s unpaid capital subscription is a guarantee that can be called upon if
necessary to enable the Bank to meet its obligations. Each country is fully
responsible up to the full amount of its unpaid subscription. This of course,
gives the bank’s own debentures a first class financial rating because behind
the bank’s debentures stands the guarantee of the members of the bank to the
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extent of their unpaid capital. Naturally, the market does not appraise the guar-
antee of each member equally, but the market obviously puts a high value
on the guarantee of the United States government, the British government,
the Canadian government, and the German government and some others.

Mr. MARTIN (Essex East): There was a world bank issue about two or
three years ago sold to the public in Canada and my understanding of that
was that the Canadian government guarantee was only 75 per cent. Am I wrong
on that?

Mr. Rasminsky: I am afraid you are. The Canadian government guarantee
does not extend to any particular issue. It does not extend to the issue put
out in Canada; it extends to all the obligations of the bank. If the bank was
unable, from its own resources, to meet the interest and amortization of its
own debentures, wherever issued, it would have a call on the unpaid capital
subscriptions of all the members of the bank to the full extent of their unpaid
capital which was 80 per cent of their initial subscription.

The beauty of this method is that the guarantee through the unpaid capital
provides a safe bridge which enables private investors who are looking for
income to put their money through the international bank into undeveloped
parts of the world where they never would dream of putting their money
because they would regard this as too risky: The bank appraises the project
and if it feels that the country is a good credit risk and that the projects them-
selves are good it makes the loan, It is able to tap the private capital market
through issuing its own debentures to get some of the money to put into
underdeveloped countries.

Mr. MACDONNELL (Greenwood): Have they had to turn down many good
credit risks by reason of not having sufficient funds?

Mr. RasMINsKY: For the first several years of its operations the bank was
in the position that it could lay its hands on enough money to make all the
loans which the bank wanted to make; that is in terms of the soundness of the
project or in terms of the overall credit worthiness of the country, which of
course depends partly on how the country is managing its own affairs. A couple
of years ago the issue of debentures had risen to a point where there was not
a great deal of margin left between the amount of debentures which were
outstanding and the 80 per cent subscriptions, that is the guarantee fund of
the countries to which the market attached importance. This situation did
not arise at any precise moment of time, but when it became clear that within
a couple of years of lending at this rate we would reach the point where the
market might say these bank debentures are not as good as they used to be be-
cause we are now asked to rely not only on the guarantee of countries such as
the United States, Canada, the United Kingdom to which the market we attach
a great deal of importance but also on the guarantee of country “X” to which
we do not attach importance—when that situation was foreseen a move was
started to double the capital subscription of the bank. As you know that was
done and was approved by the house last year. Incidentally, Canada more
than doubled its capital subscription, from $325 million to $750 million. Now
the capitalization of the bank instead of being about $10 billion is about $20
billion. I would say we again are in the position where the bank has access
mnough money to make all the loans that the bank thinks it should properly

e. i

The sources of finance to which the bank has had access are roughly the
following: out of the capital subscriptions paid in—that is the 2 per cent which
everybody had fo pay in gold and the 18 per cent which the countries had to
pay in national currency which was usable only with the consent of the coun-
try; the paid in capital subscriptions—counting only the 18 per cent which in
fact 2:1as been usable—have provided about $2 billion. The funded debt of the
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bank, that is the issue of debentures by the bank, has provided rather more than
that—about $2,100 million. These debentures have been issued in the United
States, Canada, the United Kingdom, Belgium, Germany, the Netherlands and
Switzerland even though Switzerland is not a member of the bank. Another
important source of funds for the bank has been the sale of loans out of its
portfolio, generally without the guarantee of the bank. The fact that the bank
has seen fit to make the loan has given many of the loans a standing that prob-
ably they would not have had otherwise. Parts of the loans that the bank has
made have been sold to private investors. This, plus principal repayments
received by the bank—and as I say there has been no default on bank loans—
has provided another billion dollars approximately.

Finally, out of its operations—that is out of the reserves that it has built up
out of net income and the statutory reserve made up out of a 19 commission
incorporated in the interest rate—the bank has had available about another
$500 million. That is the sum of the total reserves, most of which of course
have gone back to the underdeveloped countries because they have been used
in lending operations.

I think it is apparent from what I have said about the bank that the bank
relies to a substantial extent on private capital as a source of its finance. Most
of the 18 per cent money, which is likely to become available, has been paid
in already. Mr. Black the very successful president of the bank is constantly
nagging countries to make their 18 per cent subscription available to the bank
for lending and he has been a very good nagger. He has been quite successful
in this, and there is not a great deal more to look forward to in that connection
in the future. It will be the case in the future that the bank will more and more
have to look to private capital through the issue of debentures backed by this
guarantee fund.

That means, of course, that in its own lending operations the bank has to
conduct itself in a way that will enable it to sell its debentures. This means, in
turn—because obviously the bank would not be successful if it had to call on
the guarantee of the member governments as a steady diet—that the banks
loans, if they are made in foreign currency, must be repayable in foreign cur-
rency, so that foreign currency is available to enable the bank to meet its own
obligations.

Mr. HELLYER: In the event that the guarantees did have to be called on,
would that be on a proportionate basis to the total capital subscribed?

Mr. RASMINSKY: Yes, it would be on a pro rata basis, depending on each
member’s capital subscription. But if any country failed to meet its guarantee,
they would go around again, complete the circle again, to make up for that
deficiency.

Mr. McINTOSH: Mr. Chairman, I have two elementary questions. You said
that last year Canada increased her subscription to $750 million, when the
original was only $325 million.

What was the reason Canada over-subscribed: what was the advantage
to Canada?

Mr. RasMmInNskY: Canada, incidentally, was not the only country to increase
its subscription by more than the normal 100 per cent. There were a number of
other countries who did so, including—TI can tell you the important ones at the
moment—Western Germany and Japan.

Mr. McINTOSH: I was thinking more of the reason why. r

Mr. RASMINSKY: Yes, I understand that. The reason was this, that the
original relationship of the subscriptions, the size of the subscriptions, reflected
the economic size of the various members of the bank at the time that these
articles of agreement were drawn up in 1944.
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Between 1944 and last year the relative economic size of Canada increased
very considerably. The economic size can be measured in various ways; popula-
tion is one indicator. Other indicators are the size of foreign trade, the size
of the gross national product, and the extent of your capital facilities. Canada,
economically, is a much larger country now than it was in 1944, in relation to
other countries.

Mr. McInTosH: Are provisions made so that when the increase or decrease
in the monetary situation is made, your capital commitment will decrease or
increase accordingly?

Mr. Rasminsky: No, there is no automatic provision along the lines you
suggest; but it is open to any country at any time to apply for an increase
or a reduction in its capital subscription. I suppose that if there were a radical
change in the position of any country, it would consider doing so. But
advantage was taken of this general doubling of the capital subscription of
all members to make a rather large number—perhaps altogether there must
have been 15 or 20—of individual adjustments of particular members.

Mr. McInTosH: My second question is in regard to the variation of interest
rates. With regard to the bank making a loan to a country, and interest paid on
its debentures, is there a difference?

Mr. RasMiNskY: Yes, there is. The basis on which the bank calculates
its interest rates is this: it takes as a starting point the rates of interest that
it has to pay currently on its own debentures. For example, the last issue of
debentures of the bank was made in the United States, and it carried an
interest rate of 43 per cent. That is, then, the starting point.

Then there is the statutory commission to which I referred, which was
fixed in the articles of agreement for a term of 10 years at 1 per cent; but
which can be varied, since 10 years have elapsed, by the executive directors.
The executive directors, however, have not varied that rate, so it remains
fixed at 1 per cent. To that the bank adds a figure which, depending on what
the interest rate that it is paying is, might be § of 1 per cent, or  of 1 per
cent, to cover its overheads—administrative expenses, and so on. That builds
up, at the present time, to the rate of 6 per cent, which is what the bank
charges on its loans.

Mr. Jones: Did you mention the figure, sir, of the total capital now avail-
able to the bank?

Mr. RasminskY: The total capitalization of the bank is about $20 billion.

I think that perhaps I have said enough to indicate why the bank, as an
institution, had to be very cautious about getting into the business of making
what have been called soft loans.

If the bank made a loan, let us say, to India, using American dollars
which it raised through the capital market, and that loan were repayable, not
in American dollars but in Indian rupees, then the investor in the bank
debentures would naturally feel that the debenture was less secure than if
the loan were repayable in dollars.

At the same time, it was desired to take advantage of the accumulated
experience of the bank and the wisdom of the bank management, and that
resulted in the present proposed structure. The I.D.A. will be a separate
legal entity; but it will be closely identified with the bank. It will, in a
sense, be an affiliate of the bank. It will have the same governors. Mr.
Fleming, as Minister of Finance, is governor of the bank. He will act ex
officio as governor of the I.D.A.

These provisions are set out in article VI on page 10 of the bill. It will
have the same executive directors as the bank. The president of the bank will

be the president of the I.D.A.; and the intention is to use the staff of the
22733-0—23%
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bank; not to engage a large, new staff for this operation. That is set out in

article VI, section 5, on page 13 of the bill. The last sentence of clause (b)
reads:

To the extent practicable, officers and staff of the bank shall be

appointed to serve concurrently as officers and staff of the association.

Mr. MARTIN (Essex East): I suspect it will have the same wvague
relationship with United Nations that the bank has.

Mr. Rasminsky: I think it will have the same general relationship to
United Nations that the bank has, yes, Mr. Martin.

Mr. DryspaALE: I wonder if you would give perhaps a concrete illustra-
tion of the type of loan that you envisage under the International Develop-
ment Association that would be granted, that would not be given under the
International Bank.

Mr. Rasminsky: Yes; I do plan to do that. I am sorry that I am taking so
long with this; but I do intend later to come to that particular question—what
way the I.LD.A. will operate.

I hope that this deals adequately with the question regarding the Inter-
national Bank. Dealing with the question of the Colombo plan, that type of
operation, the bilateral operation, is an alternative; but these are not exclusive
alternatives, and both have their advantages. There certainly is nothing incon-
sistent between this type of operation and what we are doing under the Colombo
plan.

I think that perhaps, in view of the length of time that I have taken on this,
I will skip over what I was proposing to say about the origin of this proposal.
Mr. Fleming has really dealt adequately, I think, with that. I will get on to the
question that Mr. Benidickson asked, as to what misgivings we and others had,
and how they have been dealt with.

When this matter came up for discussion at the annual meeting last year,
Mr. Fleming first of all expressed our general approval of the proposal. He said:

We in Canada have examined carefully the various features of the
United States proposal. We are satisfied that funds, beyond the amounts
which the bank can be expected to provide, and on terms less onerous
than those which the bank must, in its nature, charge, should be made
available to the less developed countries for economic development. If,
as suggested, the new organization supplying the funds is set up as an
affiliate of the bank, it can make full use of the bank’s wealth of
experience.

Then he went on and said this:

The operations of the association should not be such as to make it
more difficult for the International Bank and other providers of capital
to maintain their lending standards. The continued flow of capital in
large amounts to less developed countries depends on the maintenance
of these standards. In our opinion, the distinction between grants and
loans should not be blurred, and provisions regarding repayment, while
properly less onerous than those which are available in commercial loans
or through the International Bank, nevertheless should not be such as to
store up trouble for the future.

For example, an attempt by the association to make extensive use of
any local currencies received in payment of loans could create risks on
the one hand of contributing to inflation if used locally, and on the other
hand, of aggravating the exchange problems of borrowing countries and
contributing to uneconomic trade diversion if used to finance exports.
These risks would also be present if attempts were made on any large
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scale to use local currencies representing the cqunterpart of sales of
surplus agricultural commodities which might be contributed by way
of special subscription. We must also be alive to the possibility that such
subscriptions might, under certain circumstances, interfere with ordinary
commercial trade in the commodities in question.

The pre-occupations that he expressed then—and they were shared by several
other governments—related essentially, I would say, to three things. One, to the
possibility that the use of local currencies by the bank—and by that I mean the
currencies of the debtor countries, the currencies of the underdeveloped coun-
tries—it might lead to inflation in the countries concerned, because to use those
currencies is like an act of credit creation, if they are not backed by a corre-
sponding amount of goods.

The second concern that he expressed was that if these currencies were
used to finance international trade, this might lead to an uneconomic diversion
of trade. Suppose, for example, the I.D.A., finding itself with large amounts—
let me use the same example again:—of Indian rupees, went to another mem-
ber, let us say, Pakistan, and said, “We have these rupees, and we would like
to use them. We would like you to make room for some imports from India”.
I stress that I am picking those countries out of the air, just as examples. “We
would like you to make room for imports from India and, if necessary, do this
by excluding imports from other countries”. Why, then, the exclusion of imports
from other countries would be, of course, an uneconomic diversion of trade.

The third preoccupation that Mr. Fleming expressed was the fear this
might facilitate agricultural surplus disposal activities on the part of the
United States which would interfere to an unwarranted extent with normal
commercial markets.

How were these fears dealt with in the articles of agreement? My general
impression is that they were dealt with as adequately as could have been
hoped for, having in mind the different views of different participants and
the need to arrive at an agreement that would be generally accepted.

On the fear of inflation, for example, if you look at article IV, section
1, on page 6 of the bill, you will see at the very bottom of the page that
the currency of any member listed in Part II—these are the borrowing coun-
tries, the weaker countries—can be used for administrative expenses, et
cetera. Then at the bottom of the page:

and, in so far as consistent with sound monetary policies, in payment
for goods and services—

In other words, there is in the agreement here an injunction on the manage-
ment and the board of this association against using local currencies in a
way which is inconsistent with sound monetary policies. So that this pos-
sibility that Mr. Fleming feared is one that has to be taken account of in the
administration.

Mr. MACDONNELL: Mr. Chairman, may I ask a question of Mr. Rasminsky,
through you. We now appear to be getting into the details of the measure. I
am just wondering if it would be convenient to be told now, or would he
prefer to wait till later—because I am very anxious that we should have
a breakdown, as far as it can be given—the amounts which have been used
for assistance up to the present. I am reading a sentence from an article
by Adlai Stevenson, with which you are familiar, in which he says:

Informed opinion tells us that at least $5 billion a year is needed
from all sources public and private, domestic and foreign.

I am anxious, also that at some stage we should have, if it is possible, the
relationship—if there is any relationship—between this $1 billion and the
amount which these men who have studied it closely think is necessary.
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I do not want to interrupt Mr. Rasminsky, if he says he would prefer
to deal with it later. If he prefers to deal with it later, that is all right with
me. I just want to be sure that I do not bring it up later and find it is an
inconvenient time.

Mr. RasmiNskY: I am in your hands, Mr. Chairman. I will do whatever
you prefer. I had planned an exposition covering the points I mentioned
at the outset. If you wish, I will interrupt what I was going to say and deal
with that now.

Mr. MARTIN (Essex East): Mr. Chairman, dealing with the question which
Mr. Benidickson put to Mr. Fleming, it seeems to be in proper order now,
I would think.

Mr. MacpoNNELL: I just wanted to be sure that I was not going to rock
the boat by bringing that up later.

The CHAIRMAN: We have to adjourn at 11:00 o’clock and the plan was
that we would adjourn and come back at, say, 3:00 o’clock; but that would
only be for an hour. As Mr. Rasminsky pointed out, he has an appointment
at 4:00 o'clock today which he has to fulfil. What is your thinking regarding
a plan of adjournment?

Mr. MacponNNELL: I infer from what Mr. Rasminsky says that he prefers
to go on now as he was doing, and I have no question to raise about that.

The CHamrMAN: Is that satisfactory to the committee, that we adjourn
at 11:00 o’clock and come back at 3:00 o'clock and go on, say, for close to
an hour? Of course, Mr. Rasminsky would have to leave the committee, and
I do not think we would want to continue on our own.

Mr. HorNeErR (Acadia): No.

The CHAIRMAN: Is that satisfactory? ‘

Mr. HorRNER (Acadia): May we not meet earlier than 3:00 o’clock—
at 2:30? That would give us another half hour. Or continue on past 11:00
now? I do not think you are going to get the subject covered.

Mr. McILraiTH: Is there any need to cover it today? Why do we not go
ahead until we finish this? Let us go ahead until we finish it.

The CHAIRMAN: We have already for Thursday, in this committee, the
combines legislation. I do not know how your time is taken up.

Mr. RasMINsKY: I am available all week, Mr. Chairman.

Mr. BrooME: I think we should meet at 2:00 o’clock today.

Mr. HorRNER (Acadia): Two o'clock.

The CHAIRMAN: All agreed?

Mr. McILraitH: No, I do not agree with 2:00 oclock There is an im-
portant measure in the house.

Mr. MorTON: Let us not waste time talking about procedure; let us get
on with the evidence, and we can come to that point next.

The CrammMAN: I was trying to get this planned.

Mr. MorToN: I know.

Mr. BrRooME: I suggest that Mr. Rasminsky should continue and complete
his presentation without interruption, and we make notes of any questions
that we want to ask. Then, when it is completely finished with, if we have any
questions we can go back to any part. -

The CHAIRMAN: I think that is a good suggestion.

Mr. HELLYER: Yes, with the exception of relevant questions, based on the
presentation being given directly—relating to the information being given.

Mr. BRooME: I do not think there should be any exceptions. You can make
notes just as well as anybody else.
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Mr. HELLYER: Some questions are more relevant than others.

Mr. JoNES: May we proceed now?

The CHAIRMAN: Yes. I want to get this settled. Are we going to adjourn
till 2:00 o’clock?

Some Hon. MEMBERS: Agreed.

Mr. McILrarTH: Adjourn till 3:00 o’clock.

Some Hon. MEMBERS: Two o’clock.

The CHAIRMAN: Then we will adjourn to 2:00. Is that satisfactory to you,
Mr. Rasminsky?

Mr. RasmINsKY: Yes, I am available the whole of the week, at any time
you like, except for 4:00 o’clock today.

The CHAIRMAN: I think it would be better if we continued with Mr.
Rasminsky’s statement, and then we will ask the questions.

Mr. McILRAITH: May we have it recorded, Mr. Chairman, that the adjourn-
ment until 2:00 o’clock is not an agreed adjournment; that it is by a majority
vote?

Mr. DryYsSpALE: With Mr. MclIlraith’s dissension.

The CHAIRMAN: Is Mr. Mcllraith the only dissenting vote?

Mr. McILrarTH: No—Mr. Martin.

Mr. MARTIN (Essex East): I do not want to be meticulous; but this just
shows how ridiculous it is for us to be dealing with an important matter like
this at this stage of the session. It is impossible for many of us to be here at
all this afternoon, because of our work in the house. Because of Mr. Rasminsky’s
other” engagements, I would be prepared to meet at 2.00 o’clock; but I cer-
tainly would not want it to be taken as a precedent, because there is a limit
on what one can stand, physically, in the discharge of obligations.

Mr. DryYspALE: Let us go on, Mr. Chairman.

The CHAIRMAN: All right, gentlemen, it is agreed that we reconvene
at 2:00. .

Mr. RasminskY: The second preoccupation that Mr. Fleming expressed
in the speech from which I quoted was the fear that there would be some
trade distortion effects. If you look at page seven of the bill, article 4, section
(a) of the articles of agreement you will notice, the reference to this currency
payment. I am reading from the bottom of page six:

—in addition when and to the extent justified by the economic and
financial situation of the member concerned as determined by agree-
ment between the member and the Association, such currency shall be
freely convertible or otherwise useable for projects financed by the
Association and located outside the territories of the member.

So that if these currencies are to be used internationally there is the
injunction that it must be justified by the economic position of the country,
and that the consent of the country must be obtained.

In addition, elsewhere, there is a general injunction—and this is on page
nine, article 5, section 1 (g)—which requires the association to make arrange-
ments to ensure that the proceeds of any financing are used, “with due atten-
tion to considerations of economy, efficiency and competitive international
trade and without regard to political or other non-economic influences or
considerations.” I think that provides some safeguards against the second
possibility.

On the question of supplemental resources, which is provided for in
article 3, section 2 of the act, this is the provision under which the counterpart
fund of the United States, arising out of their agriculture surplus disposal
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programs, finds its way into the hands of the association. It goes back to the
original Monroney resolution introduced to the Senate on February 24, 1958,
which has one of its main objectives “to permit the maximum use of foreign
currencies available to the United States through sale of agricultural surpluses
and through other programs by devoting a portion of these currencies to such
loans”; that is long-term loans available at low rates of interest. This has
become a very incidental feature of the present proposals.

All that these proposals, and all that section 2 (a) provides is that the
association may enter into arrangements on such terms and conditions consistent
with the provisions of this agreement, including the provisions, of course, that
I have just been talking about regarding inflation and competitive interna-
tional trade; and to receive from any member supplemental resources in cur-
rency of another member provided the association shall not enter into such
arrangements unless it is satisfied that the member whose currency is involved
agrees to the use of such currency.

So that you have three things here. Firstly you have no right on the part
of the United States to put this currency into the I.D.A. Secondly you have
the normal safeguards regarding the use of this currency against inflation and
trade distorting effects. Thirdly, you have the requirement that the member
whose currency is involved has to agree that this currency should be made
available to the association.

In addition to those things you have, if I may say so, the record of discus-
sions that took place both at the governors’ meeting in which Mr. Fleming
participated, and the very detailed discussions that took place in the executive
of the board. I can assure you that in the excutive board discussions that I had
these preoccupations very much in mind. I said for example, at one of the
meetings that the statements I had made at a meeting before regarding some
of the difficulties involved in local currency loans applied equally to local
currencies arising out of supplementary contributions. I said that I took for
granted that if I.D.A. found it possible to make any extensive use of local
currencies without having any adverse effects on the member whose currency
was involved, the first source of local currencies that the I.D.A. would use
would be the capital contribution of the member concerned.

I do not want to read the whole of this, but I said that, referring to the
supplemental contributions, the government here had focused on the possible
relationship between the proposal for supplemental contribution and the surplus
agricultural disposal program of the United States. I went on to say my gov-
ernment would not like to see the I.D.A. develop as a kind of adjunct to the
surplus disposal program of the United States. Of course, what I said in these
meetings is not the law of the land, but these views were echoed by several
directors, and they are reflected to the extent that I have indicated in the
articles of agreement. They are certainly views that the management will be
aware of.

Mr. MARTIN (Essex East): I would just like to ask a question at this point.
I am concerned with the quotation from the letter of transmittal by the
President of the United States and in the fact that his view did not follow in
agreement with the section which you have just quoted of the articles of agree-
ment., He speaks only of the agreement with the member concerned, and that
if the surplus be made available it should be disposed of in terms of desir-
ability, but says nothing, as it does in the section, of whose currency is involved
in terms of agreement by the members as a whole.

Mr. MACDONNELL: On what page is that found?

Mr. MARTIN (Essex East): I was referring to the report of the national
advisory council in which there is a letter from the President. I quoted this at
page 4331 of Hansard.
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Mr. RasMInNsKY: Mr. Martin, in the special report of the national advisory
council dated February, 1960, they dealt with it. I agree that the President
does not refer specifically to these things. This is the way the national advisory
council deals with it; they say “The articles do not specify any amount of funds
which might be transferred to the association by the United States or by other
countries under the provisions described above. Nor can the council predict
what magnitudes might be involved. The flow of these funds will depend not
only on the future amount of P.S. 480 sales, and on the extent to which coun-
tries are willing to agree to transfer the use of their currencies by the I.D.A.,
but also on the rate that the specific productive utilization of this currency can
be developed.”

I would not say that was an enthusiastic statement of possibilities. I
cannot guarantee, of course, that the American hopes and aspirations are the
same as ours in this connection, but against the background of the whole record
of these discussions I think that the management of the institutions will be
quite cautious about bringing proposals forward regarding these supplementary
contributions.

Mr. MARTIN (Essex East): I am sure of that, but I am concerned with the
wording of the President’s letter.

Mr. RasmiInsky: Finally, Mr. Chairman, in regard to the operations of the

ID.A., they must of course be guided by the purposes of the ILD.A. which are
stated in article 1, and that is:

The purposes of the Association are to promote economic development,
increase productivity and thus raise standards of living in the less-
developed areas of the world included within the Association’s member-
ship—

The less developed areas of the world in a sense are defined as the countries
in part 2. They are not legally defined, but they are in fact the countries in part
2 of the schedule. This does not mean that some loans might be available to
finance less developed areas of countries in part 1 including particularly per-
haps colonial areas of countries in part 1.

The provisions regarding operations are set out in article 5 starting at
page 8.

Section (b) indicates that whatever the association does must be of high
developmental priority in the light of the needs of the areas. Ordinarily the
financing will be in terms of specific projects, so that the association can finance
any project or any program of high developmental priority which will make a
contribution to increasing the standard of living of the country receiving that
money, whether or not the project is revenue producing or directly productive,
For example, there would be nothing in the articles of agreement, to prevent
the association’s money being used to finance projects such as water supply,
sanitation, pilot housing schemes which are not directly productive but which
are socially useful and which would make an important contribution, provided
they did make an important contribution to’development.

One cannot be certain, of course, that this will work out because the
institution has not started to function yet. My own guess would be that there
will in effect not be any very deep distinction between the types of project
financed by the international bank and the types of projects financed by the
ID.A. I can conceive that in many cases some project will be financed by the
two institutions. I think that the real distinction between these institutions will
relate to the nature of the repayment provisions of the loans and will result
from the fact that the financing of I.D.A. must be less onerous than the financ-
ing of the bank. I think the real distinction will lie there and that the 1.D.A.
will make loans that will perhaps provide for very long periods of grace before
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repayment starts, and that are very long in their repayment provisions, and
perhaps will extend over periods of over 40 or 50 years. They will be made at
lower rates of interest than the international bank loans, and conceivably at no
interest at all, and that the principal or ‘interest, or both are repayable in the
local currency of the borrowing country rather than in foreign exchange.

The provisions regarding this are quite flexible, subject to only one element
of non-flexibility, and that is that the financing must take the form of loans,
and the new constitution has provided that they cannot undertake the form
of grants.

Mr. MAcDONNELL: You do not fear that there will be a conflict of interest
and the two institutions will be making loans to the same borrower? Of course,
they have the same management and there will not be a conflict there.
Will the same countries be concerned with each of the lending institutions?

Mr. RasMINSKY: Membership in the I.D.A. is open to all members of the
international bank. It is not certain that all members of the international bank
will join, but it is certain that all members of the I.D.A. will be members
of the International bank so that there is no possibility of conflict of interests
arising there. One can imagine that there might be a possibility of conflict
of interests in the sense that a country would prefer to get a less onerous
loan than a more onerous loan. The way Mr. Black deals with the question is
by saying that though there may be a soft loan entrance to the bank and
a hard loan entrance to the bank, both entrances wind up in the same place,
namely in his office.

The CrHAIRMAN: We will adjourn until 2 o’clock, and meet in this same
room.

AFTERNOON SESSION

TuUEsDAY, June 14, 1960
2.00 pm.

The CHAIRMAN: We are ready now. Would you carry on, Mr. Rasminsky?
Mr. Rasminsky: I have really finished my remarks, Mr. Chairman.

Mr. NuGenT: Could I ask a question where we left off on this? When we
left off you told us the loan applications were all going to come under the same
system, whether from the international development association or from the
international bank. It seems to me that this indicates that we will see a
sudden drop in applications to the international bank, and that everybody will
first try out to get in through this association. Am I correct in this?

Mr. RasmInNskY: Well, as the question relates to the future, I cannot say
whether that is correct or not. I should not think that it would necessarily
work that way. I think, for a number of reasons, that the countries of the
underdeveloped countries that are in a more advanced stage of development,
and particularly those which feel that they can establish their credit in the
private capital markets, so they can borrow independently in their own
names—I would suspect the countries of that sort would, on the whole, not
be too anxious to borrow soft loans from the bank. In some cases, I think
they might prefer to see the bank rate their credit-worthiness high enough
to make loans available to them on the conventional terms the bank uses
in its ordinary loans.

Another factor I imagine will play a part in this—in fact, it is bound
to—is the question of the quantity of money involved. The ILD.A. is being
set up with an initial capitalization, as you know, of $1 billion which will be
paid in roughly at the rate of one fifth a year. Actually, the payments in the
first year are rather more, and are 23 per cent of the total, and then the rest
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in equal amounts over the next four years. The ILD.A. will officially have
therefore, about $200,000,000 a year of resources, unless steps are taken to
replenish its resources. This obviously is not enough to satisfy all the demands
for loans of the underdeveloped countries. The applicant will have to work out
with the bank just what the state of his credit-worthiness is. Obviously, the
bank will want to concentrate loans of this soft type on countries whose position
is such that they cannot incur foreign exchange indebtedness, in other words
on the weaker countries.

In saying that, I have in mind a weakness which results from the position
of that country in the world economy, and not from the fact that that country
was carrying out very unsound domestic policies. The I.D.A. is certainly not
going to be used, at least, I will be surprised and disappointed if it is used,
to enable countries not to do the best they can to manage their own affairs. It is
not intended as that sort of hand-out to countries, but is intended to enable
countries to manage their affairs well. Just the same, there are some countries
which either because they are in a very early stage of development or because
production is concentrated on commodities which are weak in world market,
can, at least for the time being, not afford really to incur large amounts of
foreign exchange indebtedness. This will undoubtedly be taken into account
by the management of the bank. g

There is the possibility of a conflict of the sort you have in mind in asking
the question, but I do not think that that is likely to lead to very serious
difficulties.

The CHAIRMAN: Mr. Horner?

Mr. HOorRNER (Acadia): I think, Mr. Chairman, Mr. Rasminsky stated this
morning he would explain what type of loan would be available under the
ID.A., but not available under the international bank. Would there be that
possibility, that there would be a loan of that type?

Mr. Rasminsky: There might be. For example, I mentioned as an example
of the types of loans the I.D.A. might make, this morning, as one example, the
pilot housing project. I do not think that the world bank would make a loan
of that sort. It is difficult to categorize this type of loan. It may be that this
sort of loan is on the borderline between social development and economic
development. The concentration of the bank will be very much on economic
development. '

In the case of the I.LD.Ait is provided in the charter that the loans must
be of a nature that have a high priority from the point of view of economic
development, but they could be loans which are less directly related to that.

The bank has gone in a lot for power loans, for example, as I believe I
mentioned this morning—

Mr. HOorRNER (Acadia): That is right.

Mr. RasMINSKY: —and for transportation loans. There may be distinetions
of this type that develop in the character of the loans, but, as I said this morning,
I believe it is more likely it will turn out to be the case that the chief distinction
does not lie between loans of one type made by the international bank and
loans of another type made by the I.D.A., but the distinction lies rather in the
terms of repayment of the loan itself.

Mr. HorRNER (Acadia): On this same question? You mentioned a high
priority being given to development loans. Concerning surplus disposals of
U.S. agriculture, how would that fit in to high priority from the point of
view of economic development? That would not fit, would it?

Mr. RasMINSKY: What is involved in the U.S. surplus disposal is not the
disposal of the surplus itself; it is the use of the local currency counterpart that
arises from the surplus disposal. For example, if the United States had given,
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let us say, ten million bushels of wheat to Pakistan under their public law
No. 408, i.e. their surplus disposal program, then it could have been a part of
the arrangement with Pakistan that Pakistan, which was going to sell that wheat
and obtain Pakistani rupees in exchange, paid over to the United States the
Pakistani rupees resulting from that sale.

Those Pakistani rupees might have a value of, say, $15 million, depending
on the price attributable to the 10 million bushels of wheat. So that the United
States was then holding Pakistani rupees equivalent to $15 million. I do not
know, offhand, what the rate of exchange on Pakistani rupees is, but let us
take it as 4 to the dollar, and say that the United States is holding 60 million
Pakistani rupees. That is what is called counterpart funds.

Under the provisions regarding what is referred to in the articles of agree-
ments as “supplementary contributions”, the United States could try to arrange
with the international development association to take over from it, let us
say, that 46 million—if that is the figure I used before.

Mr. HORNER (Acadia): 60 million.

Mr. Rasminsky: 60 million of Pakistani rupees. In exchange for that the
United States would simply get a certificate of some sort, and would not get
stock in the association or any additional voting rights. The association would
then be confronted with a request from the United States to take over the
60 million Pakistani rupees. The question that it would have to ask itself, as
I pointed out this morning is, whether it wants to take over these rupees or not.
The United States has no right to hand its rupees over. The question that the
I.D.A. has to ask itself is: can I make use of these Pakistani rupees within the
provisions of this agreement—namely, to refer to the one you mentioned, for
some object of high development priority. Some of us have some doubts in our
minds as to whether many opportunities of that sort will arise, because Pakistan,
to continue this example, certainly is not short of Pakistani rupees. Her main
shortage is foreign exchange, and it is not Pakistani rupees.

However, there might be occasions, maybe even in conjunction with some-
thing that the international bank is financing, when there would be some local
objects of expenditure, payment for services or payment for some goods pro-
duced in Pakistan, to be used in connection with a project which is regarded as
important. There could conceivably be occasions that would arise where use
could be made of these counterpart funds for objects of high development
priority. But it would have to be in that way, and not through disposal of the
agricultural surplus itself that this situation would arise.

Mr. HORNER (Acadia): In your estimation there would not be a large amount
of this which would be available for these counterpart funds, do you think—a
large amount of use for this?

Mr. RasMINSKY: My own guess, Mr. Horner—and it is just a guess—would
be there would not be very large opportunities arise for an effective use of these
counterpart funds, because, as I say, what these countries are short of is really
not their own currency but foreign exchange.

Mr. BRooOME: Mr. Rasminsky, I am interested in your remarks that under
part II, colonial territories -of the nations listed in part I would be eligible for
assistance. What happens, then, in territories such as Nigeria, which were
colonial at the time of formation of this and which will become independent
some time in the future but which is not a contributing nation under part II?
Is it the intention of the association to keep the listings in part II open for
additional countries to become contributors in the rather minor way they are in
part I, so they can qualify for benefits, if the association deems their request
meets the articles of the association? I have several questions, in fact.

Mr. Rasminsky: Yes, that would be the intention.
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Mr. BrooMmE: I do not see any place in the actual article—and I have not
studied it too closely—where it is sort of left open, at the end, for other nations
to come in.

Mr. Rasminsky: There is provision in the articles for access of other coun-
tries. If you look at article II, section 1(b):

Membership shall be open to other members of the bank at such
times and in accordance with such terms as the association may determine.

Mr. BrooME: That would not cover this case because this nation would not
be a member of the Bank either.

Mr. RasMmInskY: I realize you are raising a general case, but just to clear
up any misunderstanding there might be about the particular case you men-
tioned, Nigeria has applied for membership in the Fund and in the Bank.

Mr. BrRooME: Which comes first—the bank?
Mr. RasminskY: They are simultaneous.

Mr. BrooME: But you have to be a member of the bank before you can
become a member of the association?

Mr. RasMiNskY: When I referred to the fund I was talking of the Inter-
national Monetary Fund. Nigeria has applied for membership in the Inter-
national Monetary Fund and in the International Bank. The exectuitive directors
have submitted to the governors, as they are required to do, as this is not a
power which is delegated to the executive directors, a resolution to be voted
upon before Nigeria gets her independence on October 1. -

Mr. BrooME: The applying country is voted upon by the present par-
ticipants in your bank?

Mr. Rasminsky: That is right.

Mr. BrRooME: My second question is with regard to the 20 per cent fund.
Are interest payments paid to participating countries on the basis of the funds
they have on deposit?

Mr. RasMINsSKY: No, sir. These are part of the capital subscription of
each country.

Mr. BRooME: But the world bank—these are sound investments, and they
are getting six per cent on this investment, and none of those interest pay-
ments come back to the countries which have set up the initial capital?

Mr. RasmiNskY: No. There is a provision in the international bank agree-
ment which authorizes the board of governors of the bank to make such
distribution of the net income of the bank as it sees fit. I believe that there is a
limitation there which would restrict any return on capital to two per cent
per annum. I have it here, and I will just check that, if I may. Yes, this in
article V, section 14 of the International Bank Agreement.

Section (a) reads:

The board of governors shall determine annually what part of the
bank’s net income, after making provision for reserves, shall be allo-
cated to surplus, and what part, if any, shall be distributed.

Section (b) reads:

If any part is distributed, up to 2 per cent non-cumulative shall be
paid as a first charge against the distribution for any year to each
member, on the basis of the average amount of the loans outstanding
out of currency corresponding to its subscription.

Mr. BrooME: I believe you said the actual operation of the bank carried
a one-quarter per cent charge, which brought the lending rate up to 6 per cent;
therefore, it seems to me that with the very large sums the bank has at its
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disposal, and as long as they do not get into some major bad debts, they will
be building up a fairly large surplus, which can be used for amplification of
their program, or for refunding along the line you have mentioned.

Mr. RaAsMINSKY: Yes, that is right. In fact, the total reserves of the bank,
accumulated partly out of operations, for the reasons you mentioned, and
partly out of the one per cent statutory commission, which I mentioned this
morning, as at the end of April, amounted to $492 million.

Mr. BRooMmE: Which actually is profit concerning previous transactions.

Mr. Rasminsky: It is the excess of income over expenditures on earlier
transactions.

The CHAIRMAN: How many years would that represent?

Mr. Rasminsky: That represents the results of 13 or 14 years operation.
Mr. BrRooME: Which lowered the funds.

Mr. Rasminsky: The reserve may build up in the future.

Up to the present time, the view taken by governments is that the return

that they get for paying their money into this institution is the economic devel-
opment that takes place in the underdeveloped countries.

Mr. BrooME: Yes, I understand. It gives them an opportunity for venture
in their business.

Mr. Rasminsky: Yes. Funds have been retained in the business, and used
to make further loans for economic development.

Mr. BrRooME: I have a further question.

The CHAIRMAN: On that point, Mr. Broome, would it not be fair to ask one
question, and then let us go around the table, and come back to you later?

Mr. BrRooME: That is fine, if you want to follow that procedure. You have

not been following it in the past. However, it is a fine procedure, if you
wish to follow it from now on.

The CHAIRMAN: Yes, we have followed that right along, except for sup-
plementary questions.

Mr. BrooMmE: In a way, these have been supplementary.

The CHAIRMAN: I thought you were embarking on another subject.
Mr. BrRooME: I was going to right now.

The CHAIRMAN: I will call on Mr. Drysdale.

Mr. DryspaLeE: I wonder, to assist me, if you could perhaps give an
illustration—and that is what I was trying to get this morning—of perhaps
two projects. You could take any example you want to. You could take a suit-
able project under the I.B.R.D. or under the international development associa-
tion, and I would ask you to indicate to me what the probable difference would
be in, say, the terms of the loan, or in the interest rate charged between the
two of them. I realize there is a provision—and I think it is under 51(c¢)—
whereby the executive has a sort of prerogative of deciding whether there
should be a loan under the bank of the international development association.

The difficulty I have had is to bring it down to some specific concrete
example.

Mr. Rasminsky: I will be glad to try to do that for you.

As I mentioned before, one can deal with this question with a little more

assurance than a question relating to the differences in the type of project
itself. You are asking about the terms.

Mr. DRYSDALE: You could take a couple of ax:bitrary\projects?\
The CHamrMAN: He did that earlier this afternoon.
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Mr. Rasminsky: I took as an example a type of project that might be
regarded as eligible for I.D.A. financing, but not probably eligible for inter-
national bank financing—a pilot housing project.

Mr. DrYSDALE: I was present when you gave that.

The suggestion I made is that you direct your mind to a project which
would come under both of them.

Mr. RasmInsKy: Yes, and discuss the terms?

Mr. DryspaLE: Yes. And discuss as to why the bank would decide perhaps
to take it on itself, or pass it on to the international development association.

Mr. BroomE: Would irrigation be such a project?

Mr. Rasminsky: It might. The international bank has financed several
irrigation projects.
Mr. DryspaLE: Could you just choose your own concrete example?.

Mr. RASMINSKY: Yes.

Supposing country “X” is not in too good shape, financially, from the point
of view of its international position, but is making a good fist of managing its
own affairs, and is, therefore, a country the bank thinks should be assisted,
comes in with a project involving, let us say irrigation, which has just been
mentioned. Let us say that the amount of this project is $10 million, and the
bank having sent people out to the country and having examined the project
from the ground up, and made sure that the project itself is a good one, and
will contribute significantly to the economic development of that country, the
bank decides it is something it wants to do. Well now, the choice that the bank
would have, would be to say: we will make this country, for this project, a
loan of, let us say the equivalent of $10 million, of which, say one-half is made
in United States dollars, and one-half in sterling, and that loan will have a
grace period of three years, in which no principal payments are due. After
that, there will be blended interest and principal payments, with interest at
6 per cent, of an amount which will amortize the loan in 25 years.

Now, that more or less would be typical.

Mr. DryYSDALE: Under the bank?

Mr. RASMINSKY: Yes.

Now, the bank might say to itself: well, this country is getting fairly close

to the margin of the amount of United States dollars and sterling indebtedness

that we think it should assume at the present time, having regard to the level
of its export receipts and other possible sources of foreign exchange income
available to services—the bank might say: maybe we ought to do this without
encumbering the foreign exchange position of this country to that extent.

What -possibilities then do we have of dealing with this situation? One
possibility would be to say: Well, we will give them the 5 million pounds—or,
put at their disposal 5 million dollars in United States dollars and the 5 million
pounds in sterling; we will not ask them for any capital payments for the first
ten years; we will stretch the loan out for a period of 40 years, and will charge
them interest at, say 2} per cent per annum. Well, you could calculate what
the difference would be between the annual burden on the foreign exchange
reserve of the country under those two things.

I have taken that example at random. There are other things that the bank
might do. They might say: Well, we will give them the 5-year grace period;
we will ask them to pay 2} per cent interest in the same currencies that we
are putting at their disposal, i.e. United States dollars and sterling; but so
far as principal payments are concerned, we will be satisfied if they repay
the principal in their own currency, so they do not have to find any foreign
exchange for the principal. :
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Mr. DrRYSDALE: If the bank wanted to, could it decide to go on the terms
you have suggested by the international development association? Could they
do that?

Mr. RasminNsKY: Not if they wanted to stay in business. You see, the bank,
as I pointed out this morning, must look to the private capital market for
its funds. If it starts looking to government guarantees, that is a once and for all
proposition. Once the government guarantees are used up, then the bank
cannot borrow any more in the private capital market. So, it would have great
difficulty in selling its debentures, and it would then have a fund to be used up,
and to be exhausted.

The bank is set up as a permanent institution, with funds that it wants
to revolve—that it wants to get back. So, the bank, it seems to me, if it is to
continue to operate, must do so on a basis where there is a continuous auto-
matic replenishment of its usable resources in foreign currencies that the under-
developed countries need, which is achieved through the repayment of its loan.

Mr. DrysDALE: Then, as far as these articles are concerned, your basic
objective in the international development association, is to provide a separate
legal entity and a separate bank account. Is that what you are doing?

Mr. Rasminsky: Well, it is doing those two things, plus a separate and
easier source of financing, for the underdeveloped countries.

Mr. DryYSDALE: But, because it is easier, there is a likelihood of not being
always able to realize the money, as far as the payments are concerned,
and then you do not wish to expose the bank.

Mr. Rasminsky: That is right. The essence of the difference between these
two institutions could be put in that way—that the bank is a revolving fund,
with the money coming back, whereas once the original capital and sources
of the I.LD.A. are used, there is not the same assurance as, in the case of the
bank, that the money will flow back in a form that the I.D.A. can use again.

Mr. DryspALE: I have one more question. Then, what would have pre-
vented you merely amending the accounts of the I.B.R.D., to have these two
functions of creating within the articles a separate legal entity and a separate
fund for this particular bank because, comparing them very quickly, I notice
there is quite a resemblance in the two sets of articles. That has been one of
the basic difficulties, as far as I can see, in whether there is an interest in
having it.

Mr. Rasminsky: I think there probably are two main reasons why it
was preferred to do it the way it was done. One is that we would have had
to go through the same process anyway to amend the articles of agreement,
and the Bank agreement would have required submission to the legislatures
of the particular countries. The parliament of Canada approved the articles
of agreement of the bank, as they stood in 1945 and 1946. The executive
board, or the governors of these institutions, could not have amended that
agreement in a material respect of this sort without resubmitting it to parlia-
ment anyway. So, there would be no particular advantage from that point
of view.

Mr. DryspALE: I was going to ask then why that could not be tied in
with schedule A in both the acts, where they are exactly the same—perhaps
in establishing Canada’s contribution, in the amount of $37.2 billion, in one
case, and $300 million in the other. Were they exactly the same principles,
and if so, in the case of two countries such as Japan and Canada, who are
fairly close together, how would you establish the criterion for setting up the
contributions?

Mr. RasmINsky: To answer the first question first, the scale of con-
tributions provided for in the schedule to the act, in front of you, is the
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same as the scale of the international bank’s subscriptions, after the increase
in capital has taken place. The proportion that Canada puts up in the LD.A.
is the same as the proportion of $750 million to the total capitalization of
the International Bank; and the new scale in the bank is the same scale that is
used for every country.

On the second question—how do you establish the relative position of
different countries: all I can say in reply to that is that it is not done with
scientific accuracy, but it is done in a way which produces results that people
concerned regard as sensible. The criteria that are taken into account in meas-
uring the relative economic size of countries are the value of their output, their
population, their foreign trade, their foreign exchange reserves, and one
or two other things. Then you look at the result, and there is a certain kind
of to-ing and fro-ing: some countries were anxious to have relatively larger
contributions; some were anxious to have relatively smaller contributions.
But the over-all result is one that, broadly speaking, the countries concerned
have found to be sensible.

Mr. DryspALE: Was that calculated—

Mr. NUGENT: Mr. Chairman, did we not go over all this this morning,
and is he not doing exactly what you just stopped Mr. Broome doing?

Mr. DryspaLE: This is my last question. I was here this morning, and it
was not covered.

The CHAaAIRMAN: Will you finish.
Mr. DryspALE: He threw out my line of questioning.

The CHAIRMAN: You think it over, and we will come back to you. Mr.
Macdonnell.

Mr. MAcpoNNELL: Mr. Chairman, I want, in a sense, to change the subject:
I want to look at a different aspect of it. I am hoping that Mr. Rasminsky may
be able to give us some idea of the relationship of this $1 billion to the extent
of the program.

My own feeling is that this problem of aid to underdeveloped countries
is by far the most important problem facing us, and if we do not deal with it
properly, 10 years from now we may say, “What on earth were we doing in
1960?”

There are three or four people of world-wide reputation in this matter,
and I would like to read a small extract from what each of them has said. I do
not think I will take more than five minutes altogether: I do not want you
to think that I am straying off into speeches. But I would like to put these three
or four statements before the committee. They are from people of tremendous
importance who have spoken on this subject.

I would like to read an article by Barbara Ward in the New York Times
of December, 1959. It will speak for itself:

As the world enters the nineteen sixties, one fact seems sure. The
pace of revolutionary change in every sphere of human affairs will gather
momentum.

The breakthrough accomplished in the fifties in weapons, in space
research, in every type of scientific advance; the political breakthrough
of a score of new nations; the emotional breakthrough of a third of
humanity hungering for economic growth—all these forces will expand

explosively—

I repeat, “explosively”: <
—to make the sixties a period of challenge and change unequalled in
human history.

What, in these circumstances, will be the response of the western

powers? The answer depends not only upon the new political leadership
22733-0—3
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available in the west; it depends profoundly upon the sort of people
the free nations have become as they face the mounting crises of their

age.
I want next to read a short extract from a speech made by a man who
I think is one of the world leaders, Adlai Stevenson. This is from a pamphlet
reprinted from Foreign Affairs—and if anyone wants to borrow a copy of this
and is sufficiently interested in reading it, I can lend it to them: I have several:

To me the most dangerous realities we now face are the multiplica-
tion of nuclear weapons and the disparity in living standards between
the rich nations and the poor. So I suggest we must meet the crises of our
time in four major areas:

Then he gives the four:
First, we must end the growing gap between wealth and poverty.
Then he goes on:

The average annual income in the United States is more than $2,000
as against less than $100 for a third of the world’s population. And the
worst thing about this disparity is that the rich nations are getting
richer and the poor poorer.

Just one other sentence from Adlai Stevenson:

Informed opinion tells us that at least $5 billion a year is needed—
from all sources, public and private, domestic and foreign.

That, I think, will include the borrowing as well as the receiving nations.

Then he goes on:

We shall have to coordinate all aspects of the effort with other
nations—not only investment but opportunities for trade, international
liquidity and so forth.

Then I wish to read a short extract from a speech delivered by Paul Hoffman,
who is head of the special fund of the United Nations. This was delivered
in Toronto last October. There are some figures here which I think will inter-
est the committee. Again, it is quite brief, I can assure you:

Despite the wide range of developmental activities carried on in
the fifties, the result in terms of improved living standards, that is per
capita income, has been very disappointing. Per capital income in
1950 in the 100 less developed countries and territories is estimated
at $110. In 1959 it should reach $125, perhaps as much as $130, a net
gain of some $15 to $20 in ten years.

Then he says:

It is too slow, dangerously too slow, particularly when compared
with increases in per capita income in the richer nations. The average
increase in per capita income in the western nations between 1950 and
1957 (the last year for which figures are available) was approximately
$300—in the United States it was $530. It is quite all right for the rich
to get richer; but disturbing and distressing to have the desperately poor
people remain desperately poor.

Then he goes on to say:

The crucial decade of the 1960’s is just around the corner.

I want to read one sentence, and one sentence only, from the speech of
that able fellow, Eugene Black, of the World Bank. This is a speech he made
in Oxford university on March 3 last; and I read from the end of the paragraph
which refers to the duty of other people to pull themselves together.

He said that the receiving nations have to become efficient and have to
develop skills. They have to be ready to tighten their belts. And then there
is this sentence which interests me: ;

How important it is that the free world community stand ready
to pledge whatever measure—
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Listen to this:

—free world community stand ready to pledge whatever measure of
its wealth can be usefully absorbed in this endeavour.

That is a pretty comprehensive sentence. That is not a long-haired idea:
that is Eugene Black, and it is regarding this matter of $5 billion a year.

I have had some little correspondence with Hoffman, who is the head of
this special fund of the United Nations. This is a very difficult task, and I do
not know whether it is fair to ask Mr. Rasminsky this question. Before I come
to that, however, there is one other thing I want to read. I want to just
read this extract from a letter from Hoffman:

You ask how the figure of $1 billion as initial capital for the Inter-
national Development Association was reached. My guess is that it is the
largest amount which the supporters of the association felt would be
acceptable to the membership of the International Bank. My question,
Mr. Rasminsky, is perhaps an impossible one for you to answer. But I
believe that these people, Stevenson and others, are saying the simple
truth when they say that this task faces us, and it faces us now, in the
sixties; and if we let it go, we will probably regret it. Mr. Rasminsky,
can you relate that $5 billion in any way to this $1 billion? I do not
know; but it seems to me that we should not just take this blindly
and assume it is going to do the job, if there is no reason to believe
it is doing the job.

There is one other question, which probably you can answer. That is,
whether requests for aid are being made at the present time which are having
to be turned down. Thank you, Mr. Chairman, for allowing me to put these
questions.

Mr. RASMINSKY: Mr. Chairman, Mr. Macdonnell was good enough to tell
me that he intended to pursue this line of questioning, and I have taken advan-
tage of the opportunity given by that notice to think what sort of reply I
might make, and do a little homework on the subject.

Mr. Macdonnell’s question, basically, relates to the adequacy of the effort
now being made to help underdeveloped countries. He has quoted a figure of $5
billion per annum, being what Mr. Adlai Stevenson indicates is necessary, in his
expert opinion.

Mr. MACDONNELL: Can that figure be identified in any way?

Mr. RAsMINSKY: I do not know whether it can be identified; but I can
identify an even larger figure. I think that as you have indicated, Mr. Chair-
man, basically the question of what governments want to do to help under-
developed countries is not a question that I can answer. In a sense, it would
be a better question for me to ask Mr. Macdonnell, than for Mr. Macdonnell to
ask me. This is a matter of government policy.

But there are one or two things on this subject that I think I could usefully
say. First of all, as to the measurement of the amount of capital that the under-
developed countries need: Mr. Stevenson uses the figure of $5 billion per annum,
Paul Hoffman, whom Mr. Macdonnell also quoted—the distinguished head of
the special fund of the United Nations—uses a figure of $7 billion per annum.

My understanding of the way these figures are arrived at is this, that you
start by deciding by how much you want the consumption, the standard of liv-
ing of the underdeveloped countries to go up. Hoffman, for example, calculates
—this is done in a little book, or pamphlet, entitled One Hundred Countries;
One and a Quarter Billion People, which was published early this year—that in
the fifties the output of the underdeveloped countries increased at the rate of
3 per cent per annum. However, the populatxon increased at the rate of 2 per
cent per annum; and therefore the average income per head—in other words,
the standard of llvmg increased at the rate of 1 per cent per annum, since the

3 per cent had to be spread around among so many more people.
22733-0—33
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Hoffman says, “This is not enough. There is this revolution of rising expec-
tations”—as it is called—“and there are these very important political and
economic considerations, as well as humanitarian considerations”. He says, “We
in the west should be aiming at an increase in the standard of living of these
low-income countries, not of 1 per cent per annum but of 2 per cent per annum”.

The question then arises: how much more do you have to put into these
countries to get out an extra 1 per cent per annum in their standard of living?
The way that calculation is made is this—or something like this: in the coun-
tries concerned, the total value of consumption of goods and services is said
to be $100 billion a year. You want to raise that by an extra 1 per cent per
year; so you want to have those countries consume goods worth an extra
billion dollars a year. How much extra capital do you have to put into those
countries to get an annual yield equivalent to $1 billion per year?

This gets into some fairly fancy economics, which I believe the professional
men in this regard call the capital input-output ratio. Hoffman says, in this
pamphlet—and this I am not able to confirm; I just do not know—that those
who are professionally very well versed in the theoretical economics involved
believe that in order to get out an extra billion dollars a year you have to put
in capital amounting to $3 billion a year. Of course, you do not have to put in
the capital forever; you hope that at some stage of the game these countries will
take off and produce enough savings of their own to maintain the momentum of
growth. But he says that for the time being you have to put in an extra $3
billion a year.

Hoffman makes a calculation—about which I will have something to say
in a moment—which suggests that the amount of assistance that is now going
to underdeveloped countries from the west amounts to about $4 billion a year.
So Hoffman winds up with the conclusion that in order to achieve the purpose
that he has in mind, to raise the increase in the annual standard of living
from 1 per cent a year to 2 per cent a year, the total amount going into these
countries should be $7 billion a year.

I know that that is how Hoffman gets his figure of $7 billion. I do not
know where Stevenson gets his figure of $5 billion. There are certain things
to be said about these calculations—and I do not say this with a view to
trying to disparage them, because these are obviously well-informed people
who are putting forward these figures. The first thing to be said about
these calculations is that they produce a theoretical result—that they are
based upon arithmetic. They are not based upon an appraisal of how much
capital the countries concerned can in fact usefully absorb.

In the quotation from Mr. Black that Mr. Macdonnell read, that phrase
“usefully absorbed” does, if I am not mistaken, occur—and the capacity of a
country usefully to absorb capital obviously depends upon a large number of
things, in addition to the capital itself. It depends upon the standard of
education, the manpower available, the skills available, the efficiency and
honesty of governmental administration; and simply producing a figure such
as $7 billion in that way does not in itself establish that at the present time
$7 billion can be usefully absorbed.

Another comment that I should like to make on the_statistics involved
is that in dealing with the part of the world that you are dealing with,
the underdeveloped countries, the statistics, these calculations of the standard
of living and the level of output are of the most rudimentary sort. I think
it would be a mistake to attach too much importance to the precise arithmetic
that these figures produce. The margins of error involved in these figures are
very high indeed.

Mr. MAcCDONNELL: Would that apply to the per capita income?

Mr. Rasminsky: Yes, I think it applies to the whole range of statistics
dealing with these countries, Mr. Macdonnell. What I say does not disprove
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anything and it does not prove it anytime. I just express my opinion that
one should not attach too much importance to these figures.

Then the second general comment that I make on Mr. Macdonnell’s ques-
tion relates to the amount of aid that is now going forward to these countries.
Even here you can get this result depending on what you classify as aid
and what you do not classify as aid. For example, Hoffman, in this pamphlet
which I mentioned reaches the conclusion that in the year 1957-58 which
is the most recent year for which these computations have been made, that
the total amount of grants and loans made by governments to assist less
developed areas amounted to about $3} billion. Then you would have to take
into account private capital outflow, that is non-governmental investment in
these countries. This is calculated, by pooling together wvarious national
estimates, at $1.6 billion. Adding the $3.2 billion to $1.6 billion would reach
a total in 1957-58 of about $4.8 billion. Hoffman makes certain adjustments
in those figures. He says that this includes a large amount from the United
States which is really defence support aid. It is going to countries like Viet
Nam and South Korea and is not really for purposes of economic develop-
ment. He makes certain adjustments which lead him to reduce the total
figure of about $4.8 billion to $4 billion.

On the other hand I notice the figure he includes for the World Bank
in this is $319 million which undoubtedly is the right figure for 1957-58,
but it is now $700 billion. These calculations exclude aid going forward
from the Soviet Union. I do not know too much about that, but estimates,
which are probably as good as can be made in the current state of our ignorance
on the subject, suggests that this may be another $800 million—$900 million
per annum, and probably is increasing.

Therefore, adding one thing and another, it probably is the case that right

‘now the total amount of aid, public and private, western and Soviet, going

to the underdeveloped countries is in excess of the rate of $5 billion a year.
Still, of course, it leaves open the very important question Mr. Macdonnell
raises; is it enough; should more be done? That, however, is a question which
I myself do not feel I can answer because it is a question that governments
have to decide in the light of the conflicting demands for expenditures of
all sorts.

Mr. MACDONNELL: Is there anything on the record which would show
how the figure of $1 billion was arrived at?

Mr. Rasminsky: The figure of $1 billion for the International Development
Association was incorporated in the original United States proposal for this
institution. No suggestion was made in the course of the discussion that this
figure should be increased.

Mr. NuceNT: Would you answer the second part of Mr. Macdonnell’s
question in respect of the unanswered pleas for extra capital in these countries.

Mr. RAsMINSKI: -The answer is yes.
Mr. MACDONNELL: That is creditworthy.

Mr. RasMINSKI: Oh, no. That was not the question. The question I was
answering yes to was whether or not there had been unanswered pleas
for extra capital; or to put it another way, had underdeveloped countries
wished to obtain larger amounts of assistance than they had obtained. The
answer to that question is yes.

Mr. NuGeNT: You do not have any idea of the volume?
Mr. RasMinNskI: No.

Mr. BENIDICKSON: I believe Mr. Macdonnell has additional information in
the letter in respect of the Marshall program. 4
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Mr. Rasminskr: If I might put this in relation to the question of credit
worthiness, if the question were, had countries made applications to the Inter-
national Bank—countries which were credit worthy—for help in sound pro-
jects which would have contributed to their economic development and been
turned down by the international bank, I think my answer to that question
would have been different. I do not know of any such application.

The CHAIRMAN: Mr. Macdonnell, would you read that part of Mr. Hoff-
man’s letter which deals with that.

Mr. MAcDONNELL: With reference toe the Marshall plan?

The CHAIRMAN: Yes.

Mr. MACDONNELL:

You ask about the cost of the Marshall program. The final figure
was something under $14 billion and it is my understanding that this
will be reduced somewhat by the repayment of some loans made to the
European countries.

Of course, there you had people who were highly organized and capable
of that in a way the unorganized eastern countries are not. Mr. Hoffman ex-
pressed disappointment in what happened in the fifties, the very small in-
crease in net income, and I take it the tenor of his remarks is that we must
do better if we are to succeed.

The CHAIRMAN: Mr. MclIntosh is next.

Mr. McInTosH: I understand this fund is for the use of underdeveloped
countries. Is it on the basis of need or ability to pay? I understand you said,
in answer to Mr. Broome’s question, that all investments were sound invest-
ments. I take it you mean financial investments. If such is the case, can these
countries not obtain money on foreign markets at a rate of interest at which
the bank itself can obtain it and, if not, why do not the countries which are
in a better financial position make this money available to them at the same
rate of interest at which they can get it from other sources?

Mr. Rasminsky: The first question is, what is the first thing which is taken
into consideration in connection with the international bank loans; is it a matter
of credit worthiness or need.

Mr. McInTOSH: Yes.

Mr. Rasminsky: I think my answer to that question would have to be beth;
the bank would certainly not make a loan to a country that was not in need
of the capital for its development, and on the other hand it would not knowingly
make a loan which would turn out to be a gift or which it would have to
write off. It would expect to have its loan repaid. In making that determination
it would try to assess the general credit worthiness of the country. Both would
be taken into consideration.

I believe the second question was—

Mr. McInTosH: It leads from that last answer. Why can they not get money
on the foreign markets, if it is a good financial risk?

Mr. Rasminsky: Well, it depends on what you mean by a good financial
risk. The definition of soundness—if I have been using that expression—does not
mean necessarily that the bank will make a loan only for revenue producing
projects. In fact many of the loans which the bank has made have not been for
revenue producing purposes. The bank has made many loans, for example, for
irrigation; it has made loans for other types of agricultural development; it has
made loans for road transport.

Mr. McInTosH: But they expect repayment.

Mr. Rasminsky: That is right. They expect it to be repaid. So far as the
bank is concerned the test of soundness is not, is it sound in a business sense
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and that the recipient of the loan at the end of the year will be able to produce
a good looking balance sheet; the test for the bank is whether or not the project
itself is sound—is this money going to be used in a way which increases the
economic strength of the country; and that may or may not be in a way which
produces revenue.

Your third question, in a sense, seems to follow from that. You seem to be
assuming, if I understood your question correctly, that since there would be a
good looking income statement, the borrowing country would be able to borrow
on the capital markets of the world.

Well, in most cases as I say there are not good looking income statements.
If the country can borrow on the capital markets of the world it has an induce-
ment which can be measured by at least one per cent, because if it can borrow
on the capital markets of the world it would not have to pay the bank the
statutory commission of 1 per cent. In fact, more and more as the credit of one
country and another, helped by the bank, has been established, the borrowing
country has turned to the private capital markets of the world.

Australia is a good example of that. The bank made several very large loans
to Australia, but these were made at a time when Australia would have found
difficulty in borrowing in New York on terms that would have been acceptable
to Australia. In recent years that situation has changed.

One of the important contributions which I think the bank has made
through its activities is to revive the private international market. It has made
private international long-term lending respectable again. I myself feel that
this has been a very important part of the bank’s activities. The bank, of course,
is not supposed to compete with the private capital market. In fact in the
articles of agreement of the bank there is a clause which provides that one of
the conditions for a bank loan must be that capital is not available from private
sources. Obviously, the more we can interest private capital in taking the risks
involved in lending to the less developed parts of the world, the speedier the
development of those parts of the world will be. I am not sure whether or not
I have answered your last question.

Mr. McInTosH: My thought is this: Is the whole set-up actually for the
purpose which they try to lead us to believe, for the help of underdeveloped
countries, or is it to help the financial interest of other countries.

Mr. RasMminNskY: The answer is it is for the purpose of helping underdevel-
oped countries.

Mr. McInTosH: I am not too sure of that from your answer.

The CHAIRMAN: Mr. Thomas.

Mr. THoMmAs: I have a few questions, Mr. Chairman. Has any list been
prepared of the desirable developments in the underdeveloped countries for
which this $1 billion fund might be used?

Mr. RasMINSKY: I am very sorry, sir. I did not hear the question.

Mr. THomAs: Has any list been prepared of the possible developments in
the underdeveloped countries for which this $1 billion fund might be used over
the next five years.

Mr. RasmiINskY: There is no list which I have seen, sir.

Mr. THOMAS: The next question has to do with the differences between
the international bank and the international development association. Does the
international bank have the function of the creation of credit in the ordinary
banking sense?

Mr. RasminNskY: No sir. The only resources that the international bank
will have to work with will be those that are contributed by governments.
Of course, it will be for each government to decide where to get the money

required to pay its contribution. So far as the institution itself is concerned,
however, there will be no creation of credit.
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Mr. THoMAS: Would there not be even less danger of the creation of credit
under the international development association? ;

Mr. RasminskyY: There will be no tendency there either.

Mr. MACDONNELL: Is nobody responsible for going out and trying to work
up schemes along the line Mr. Thomas is suggesting, or is it Hoffman who does
that.

Mr. RasMinsky: I am not sure I understand what type of scheme is being
suggested.

Mr. THoMAS: You have mentioned a number of schemes such as irrigation,
say the railways and roads, and you also mentioned housing projects and you
differentiated between those as to whether or not they would come under the
international bank or more properly be accommodated through the international
development association. I would think that before whoever initiated this
scheme or proposal and set up the fund of $1 billion, he would have had in
mind where it was to be used and for what purposes it could be used. Surely,
there must be some definite plan or scheme for which it could be used.

Mr. RasminNskY: I do not think there would be any lack of outlets for
these funds. The availability of these additional amounts of money on easy
terms I think will become widely known and will lead to a volume of appli-
cations, at least sufficient to use the fund. I do not think any problems are
likely to arise on that score. But if you ask, am I able to point to specific
uses which are on a list, then I am afraid the answer to that is no; I do not
know of any list which shows things that will come before the board if this
is established.

; Mr. STINSON: Mr. Chairman, in view of the relatively small increase in net
income the less developed countries experienced in the fifties, as Mr. Hoffman
said—

Mr. BENIDICKSON: Per capita income.

Mr. STINSON: Yes—in the quotation Mr. Macdonnell brought before us, it
comes as a surprise to me that it was not discussed at the meeting when this
association was established that a sum in excess of $1 billion might be requested
from the member countries. Would it be fair to say that happened because the
people who were there were satisfied that they could not expect the United
States to contribute any more than, say $320 million dollars, having regard to
the other commitments of that government?

I wonder if Mr. Rasminsky could answer that question.

: Was it decided that they could not accept more than $320 million from the
United States government, and they decided that the total amount could not
exceed $1 billion?

Mr. Rasminsky: I do not know how important a consideration that was

;n the minds of governments which regarded the billion dollars as an acceptable
gure,

I should point out there is provision in the articles of agreement for
periodic replenishment of the resources of the institution. i

Mr. MACDONNELL: At any time?

Mr. RasmInsky: There is provision. It is in article 3, section 1(a), which
reads as follows:

The association shall, at such time as it deems appropriate in the
light of the schedule for completion of payments on initial subscriptions
of original members, and at intervals of approximately five years there-
after, review the adequacy of its resources and, if it deems desirable,
shall authorize a general increase in subscriptions.

It goes on to say that no member is obligated to subscribe more. One could
not expect such an obligation, as the money has to be voted by parliament. But,
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if this institution is successful, no doubt, proposals will be made to increase its
capitalization—and there is provision for that in the articles of agreement.

Another thing, of course, that one has to bear in mind, in considering the
size of this fund, is that this is not the only source of funds to help under-
developed countries. This vehicle is being used at the present time to provide
an additional $750 million to $1 billion for that purpose. However, it is not
intended as a substitute for any programs that are presently going on, and I
suppose the expectation would be that these programs will continue in being
and, in some cases, increase.

Mr. Stinson: I wonder whether Mr. Rasminsky could relate the anticipated
scope of operation of those funds with what could be expected to happen under
the United Nations special fund?

Mr. Rasminsky: I speak with a certain amount of diffidence concerning the
United Nations special fund, because I do not know too much about it.

As I understand it, the United Nations special fund is concerned with a
very important phase of development operations; that is, in establishing the
pre-conditions for development. A lot of the work is done by way of pre-
liminary surveys of resources, partly through air inspections, and in other ways,
to provide a solid basis for development. I believe the resources of the special
fund of the United Nations amount to about $30 billion a year. In connection

with the size of the special fund, allow me to read this paragraph from this
pamphlet of Paul Hoffman:

During its first year, the United Nations special fund granted over
$31 million for 44 projects, to speed economic progress in 50 of the
underdeveloped countries and territories in Africa, Asia and Latin
America. But, as the special fund requires maximum self-help on the
part of recipients, the latter will contribute $44 million to these projects,
for a total of $75 million.

I think one should regard these two institutions as complementary, the
one complementing the other, and not as competitive in any way. I think
they are both concerned with the same general area of economic development,
but are approaching it at a somewhat different stage—the special fund of the
United Nations at the very important preliminary stage, in establishing pre-
conditions for development; the I.D.A., at a somewhat later stage, in financing
and helping generally in connection with specific developmental projects.

Mr. Stinson: I raised that second question because, it seems to me, one
of the very difficult questions we, as members of parliament, have to decide;
that is, whether or not we should propose that we should subscribe $37.83
million to the international development association, or whether we should
look at what the special fund is proposing, and if we decide that what they
are doing is of greater interest to this country or to the future of the world,
press for Canada to make a greater contribution to the United Nations special
fund, or any other agency involved in economic assistance. Unless we have a
discussion as to the relative value of these things, how are we going to have an
informed opinion on how to vote on these questions? I know it is very difficult
to assess the relative value of spending proposed in these various fields.
However, the difficulty has to be faced, and we have to make up our minds.

Mr. RasMiINsSKY: Of course, you do not have to choose one or the other.

Mr. Stinson: Well, if we thought this was not a particularly useful project
for Canada, as private members of parliament, we might be able to persuade
the government not to participate in it, and we could suggest support to some
other assistance—and, to that extent, we have freedom of choice.

Mr. JonEs: In view of the remarks of Mr. Macdonnell and Mr. Stinson,
and the general problem raised in regard to the adequacy of funds for assistance
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to less developed countries, I would like to make a couple of comments, and
end up with a question. ¥

I would like to refer to the article of Mr. Adlai Stevenson, quoting
particularly, I believe from page 196:

An informed opinion tells us that at least $5 billion a year is needed
from all sources.

And I emphasize this.

From all sources, public, private, domestic and foreign.

That was the quotation.

In discussing this particular bill which is before you, I think we have
to bear in mind, as you have pointed out, that this is not the only means by
which this problem is being attacked. In my view, at least, I do not think
the problem of aid to underdeveloped countries, in the form of capital assist-
ance, can be solved purely by public means.

If I might take a minute or two to read a couple of excerpts from the con-
clusions of the Atlantic congress, which was held last year in London, you
will see that it highlights some of the needs, and gives the conclusions of a
group that were discussing this problem for several months before the actual
congress took place. It will give you some idea of their thinking. I think Mr.
Macdonnell would agree with this. This resolution reads as follows:

We, the delegates to the Atlantic congress, propose that our nations
should form a partnership in freedom with the people of Africa, Asia and
Latin America for the great task of development of those continents.
Our nation should provide a massive and sustained effort toward this
end, believing it to be as essential to the well-being of the world as
the welfare of the defence of our citizens. Its aims would be to help
the peoples of the less developed countries to achieve a rising standard of
living together with individual freedom, human dignity and democratic
institutions. It should strengthen the economic as well as the political
basis of real independence.

Now, Mr. Chairman, it seems to me that it is within that general frame-
work that any discussions concerning aid should take place.

However, if I might refer for a moment to some of the other means of
achieving aid, and then refer back to this particular one, perhaps it might be
useful.

Another of the resolutions that was passed reads as follows:

It will be well for the Atlantic countries to give even more attention
than they have in the past to utilizing direct private investment as an
instrument for promoting dynamic economic growth in the less developed
countries. This is an instrument uniquely at the disposal of the western
economies. To this end, we recommend that the highly industrialized,
capital generating countries of the Atlantic community should adopt
measures that lend encouragement to provide capital flows—through
tax concessions, guarantee provisions against non-business risks, through
encouraging the establishment abroad of environments compatible to
private business operation, and by special efforts to enlist private tech-
nical resources in government assistance programs.

Now, having said that, Mr. Chairman, I would submit that the particular
bill we are discussing at the present time is simply one of the many means
which must be taken in order to provide assistance to the less developed
areas.

Mr. Rasminsky, in his evidence today, has indicated a very important
and practical by-product of the operations of the bank itself—the encourage-
ment of private loans. This was in answer to Mr. McIntosh’s question. It is
in that general context I think, Mr. Chairman, that we have to discuss this
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particular bill. There are other methods of doing this. I think they are com-
plementary methods. I think the free nations of the west would place them-
selves in an impossible position, if they try to provide this assistance solely
through public means—and just to indicate, Mr. Chairman, that the discussions
at the congress last year did envisage the sort of bill we have here, I would
like to quote one other short resolution:

In order to reinforce the attack on world poverty on the scale
envisaged we propose that an international development association,
adequate in scope to meet the challenge, should be established, com-
prising all nations willing to participate. This association should be
broader than and independent of NATO. It could work either directly
or through and with appropriate existing international and regional
organizations, including the world bank and other organs of the United
Nations.

And, Mr. Chairman, that is exactly what has happened in this particular
case. However, in our discussions, I would hope that although it may seem that
the need, as referred to by Mr. Stevenson, Mr. Hoffman, Barbara Ward, and
others, is great, nevertheless I would point out that each one of those eminent
persons has incorporated within their remarks continuously over the years a
reference to private enterprise partners. It does indicate to me that this particu-
lar step now, a useful step in this venture in partnership in freedom, is but
one of the ways to bring it about, and we would be ill-advised if we tried to
meet the total need through public means.

The CHAIRMAN: Mr. Broome is next.

Mr. BrooME: I have two or three questions, Mr. Chairman.

The CHAIRMAN: Well, ask them one at a time, will you?

Mr. BRoOOME: They are short ones: I am not making speeches; I am just
asking questions.

The CHAIRMAN: We are trying to distribute this as fairly as possible, and
our time is just about up.

Mr. BrRooME: Will there be any relationship between this organization
and the Ex-Im. Bank?

Mr. RasMINsSKY: No.

Mr. BrRooME: Indirectly? There cannot be directly. But this association is
not likely to bail out the Ex-Im. Bank?

The CHAIRMAN: What is your question, again: what bank?

Mr. BRooME: The Export-Import Bank, the United States.

Mr. Rasminsky: No, this association is not likely to bail out the Export-
Import Bank. 3

Mr. BrRooME: I should hope not. The other question—which is quite short
too—is regarding article V. Article V, section 5 says:

Miscellaneous operations

(v) provide technical assistance and advisory services at the request
of a member.

I would like to relate that to another paragraph. This is from section 5 again:

In appointing officers and staff the president shall, subject to the
paramount importance of securing the highest standards of efficiency
and of technical competence, pay due regard to the importance of recruit-
ing personnel on as wide a geographical basis as possible.

Is that really being followed up? In other words, are there Canadian nationals,
United Kingdom nationals, Australians, of the participating states or countries

working within the World Bank and the organization, and therefore working
in this organization too?
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Mr. RASMINSKY: Yes.

Mr. BROOME: Or is it that because the United States is the largest con-
tributor, it is more or less under the control of the largest contributor, from
a personnel and staff point of view?

Mr. RasMinskY: No; I would say on the provision which you have quoted,
which also occurs in the International Bank agreement—agreement that the
administration, that the management of the bank, has made a very serious
effort to recruit staff on the widest possible basis. If you look at the numbers
of staff and take the proportion of any nationality to the total staff, and com-
pare it with the proportion of subscription of that country—

Mr. BRooME: You cannot have that.

Mr. RAsMINSKY: You cannot do that; but, in point of fact, there is a
disproportionate number of Canadians on the staff—I mean, disproportionately
large. I would not attach too much importance to that, because many of them
are girls. They find that in recruiting competent secretaries—

Mr. BRoOOME: May we keep this to the staff requirements at the executive
level now? I am thinking of people in administration and who, therefore,
have a hand in policy.

Mr. RasminNsky: Yes. I would say that Canadians are quite well repre-
sented on the staff of the bank. The secretary of the bank, Mr. M. M. Mendels
of Montreal, who has done an extremely good job over the years in the bank,
is one of the senior officers of the bank. So is the assistant secretary, Lyall
Doucett. In the lending department, the assistant director of one of the more
important lending departments, the western hemisphere lending department,
is Neil Perry, a Canadian. Sidney Wheelock is one of the senior officers of
the bank—and there are other Canadians. I cannot think of all the names,
but I would say—

Mr. BrRooME: It has a truly international flavour?

Mr. Rasminsky: It has a truly international flavour. And I would say
that the attitude of the various individuals on the staff of the bank—and I
include the American individuals among those—is that they are working for
an international institution, and not that they are working for the United
States government.

I think from that point of view the management has been quite successful,
(a) in recruiting on a wide geographical basis, as it is required to do under
the articles of agreement; and (b) in trying to create the atmosphere of an
international civil service,

Mr. BRooME: The headquarters of both organizations will be in New York,
will they?

Mr. RasmiInNsky: The headquarters are in Washington. That was deter-
mined in the Savannah conference in 1946.

Mr. BRooME: Though they can have branch banks, or branch organizations,
are there any?

Mr. RasminNskY: The Bank has resident representatives in many parts of
the world. There is one in Pakistan, one in India, Turkey, and one in several
Latin American countries.

Mr. BRooME: But no branches of the bank?

Mr. RasMminsky: They have a branch office in Paris. I think that about
covers it.

Mr. DryYSDALE: There is one point that has bothered me throughout the
discussions, and perhaps it is supplementary to what was being referred to
earlier. At the present time we are spending $37.83 million, although there
seems to be a considerable amount of vagueness as to what the formula is
as to how Canada’s quota was established.
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I am particularly worried, because under the provisions of the articles
each member has 500 votes, plus one vote for each $5,000, I think it is;
and due to Canada’s relatively small contribution, I do not think it has too
big an effect in the association.

I can see where we are not, in essence, voting $37.83 million at the present
time, but we are voting some unknown factor which could possibly rise up to
$100 million, because there is a general increase possible every five years,
subject to the votes of the association. I have listened carefully today, and—

The CHAIRMAN: You are wrong in that, are you not?

Mr. Rasminsky: I am sorry if I have been vague in replying to the question
of the way the subscriptions of each country were determined. The subscription
of each country in the I.D.A. is proportionate to its subscription in the Inter-
national Bank. That is the scale that has been used.

The application of that scale in our case results in a subscription of $37
million plus. That is the full extent of our commitment. There is provision in
this agreement authorizing the governors to recommend to governments a
general increase in subscriptions. But clearly no government is obligated to
go from $37 million to $100 million. It would be impossible to do that without
the authorization of parliament. The only thing parliament is being asked to
do is to vote these articles of agreement which provide for a subscription of
$37 million. ,

Mr. DryspaLE: What I was trying to get at was this: we are morally
committing ourselves for the future. I think that it would be difficult, if the
association voted to increase Canada’s share to, say, another $20 million or
$30 million, for Canada to avoid making that payment. I am thinking of the
legal obligation first.

Mr. Rasminsky: All the association could do would be to give Canada
the opportunity to subscribe to additional stock. The association could not
vote to increase Canada’s share. Throughout the discussion of this matter—
the point was even referred to by Mr. Fleming in his opening speech last
September, which unfortunately I do not have in front of me; I gave it to the
shorthand reporter—but certainly in the discussions that took place in the
executive board it was made quite clear, and everybody is in the same position,
that the only commitment that governments undertake is the commitment
that is incorporated in this document.

Mr. DryYsSDALE: You mentioned that it is based on the percentage—I
assume—of the payment made to the International Bank for Reconstruction
and Development. That, again, takes me back to this question, on the basis
of Canada’s contribution up to this year. Since it is in essence the same
question, perhaps I could ask you this: what is the basis, under Canada’s
contribution to the LB.R.D.?

Mr. RasMINSKY: I would be glad to go over that again.

Mr. NUGENT: Do we have to go over these things again, Mr. Chairman?

Mr. DRYSDALE: I do not want you to repeat it, if you have already dealt
with it.

Mr. RasMINSKY: If you look at the record of this morning’s discussion,
you will find I did cover the factors that were taken into account in determining
the original scale of contributions to the International Bank.

They can be repeated very briefly: they were, population, size of foreign
trade, value of output—that is, gross national product—gold and foreign ex-
change reserves. These were the main things that were taken into account in
determining the relative economic size of the various countries.

Mr. DRYSDALE: The difficulty I have is this: is there a basic formula under
which you are operating? In other words, can I, by looking at Canada and
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Japan, which are relatively close together, say, “These two countries are in
almost the same economic position”?

Mr. RasmiINsKY: No, you cannot say that. You can say that in terms
of world economy these countries are, give or take a bit, for as I said, no one
can determine these things with scientific accuracy, these countries are approxi-
mately the same economic size.

Mr. DRYSDALE: The thing that perhaps escapes me—I have not had too
much experience in this particular end—is that there would have to be some
type of basic formula and a weighting given to factors, such as population, and
the gross national product. Is there no formula of that nature?

Mr. RASMINSKY: There was at one time a set of calculations which were
never given any official status. It was called the Bretton Woods formula, and
it was of exactly the type that you mention; that is, such a percentage of
foreign trade, such a percentage of gross national product, such a percentage of
foreign exchange reserves. There was certain weight given to population.

There was at one time a formula of that sort which formed a kind of starting
place for getting the relative sizes of the contributions of the various coun-
tries.

The CHAIRMAN: Gentlemen, it is a few minutes to 4:00 and I guaranteed
Mr. Rasminsky that he would be free at 4:00 o’clock.

Mr. RAsMINSKY: I do not hold you to the guarantee, to the precise moment,
Mr. Chairman.

The CHAIRMAN: I think this would be a good moment to adjourn. I should
like your wishes regarding reconvening.

Mr. BROOME: Cannot we report the bill to the house? I think we have been
over it enough. I think everybody is in favour of it.

Mr. MACDONNELL: I do not think so.

The CHAIRMAN: I am asking the question.

Mr. RoBICHAUD: We have discussed pretty nearly every angle of it.

Mr. BROOME: We have been backwards and forwards; and we certainly
cannot alter the minds of the seventeen nations here. This has been set up and
passed by parliaments other than our own. We are either in favour, or we
are not.

The CHAIRMAN: Do you mean, by passing the bill?

Mr. BROOME: We have to report it back to the house, do we not?

The CHAIRMAN: That would terminate the work that this committee has
to do on it.

Mr. BROOME: And then go on to combines.

Mr. JoNEs: That seems a unanimous opinion, Mr. Chairman.

The CHAIRMAN: We are going on to combines afterwards; but we will not
be doing that before Thursday morning at 9:30. I thought that if it was your
wish—and I believe there has been some expression of that wish—we could
probably adjourn until tomorrow afternoon, and have Mr. Rasminsky here.

Mr. JoNESs: I think many of the members have given this subject a lot of
thought. Certainly Mr. Robichaud and Mr. Broome—1I do not know about every-
body. But I think we have all given this problem a lot of thought prior to com-
ing to the committee. There has been quite an extensive discussion. I think you
had a motion from Mr. Broome, seconded by Mr. Robichaud.

Mr. BRooME: No, I did not make a motion. What I am concerned about is
whether we are fair to Mr. Paul Martin. He has had to be in the house today. I
do not know whether Mr. Robichaud can speak for Mr. Martin. I hate to inter-
fere with any committee member.
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Mr. RoBicHAUD: I am in no position to speak for Mr. Martin. He may
have mentioned to the chairman that he wanted to take a part in this
discussion.

The CHAIRMAN: He expressed the wish this morning. Unfortunately, he
could not be here this afternoon. I believe he would like to be here. There
has been some suggestion from some of the members that they would like
to carry on.

Mr. McInTosH: If we leave it to Mr. Martin it will be a repetition of the
questions.

The CHAIRMAN: Frankly I am not doing this for Mr. Martin. As much as
I would like to do these things, after all we have to deal with the committee
and it is the wishes of the committee and not the individual which have to
be considered.

Mr. JonEes: I think the members are all in favor of the bill. It has received
very detailed examination in the committee. It is not a subject with which
the members are unfamiliar. We had an expression of opinion around the
table to the effect that it has been adequately dealt with. _

Mr. MACDONNELL: May I suggest one or two things which I think are still
vague. It is very hard for me to believe there was any attempt to rationalize
this $1 billion. So far as we are concerned it might be all plucked out of the
atmosphere. I wonder if Mr. Rasminsky overnight might be able to obtain
some information which would help us on this. Secondly, it seems there is
another very important point; that is, to what extent if any, is a lead being
given to the more backward countries in the way of working up schemes?
Mr Hoffman told us something about that in his speech last August in Toronto.
We have not discussed that today. I am hipped with this. I think this is
incomparably more important than anything else we are doing. I would
like to get the last bit of juice out of it, so to speak, in the committee.

Mr. STiNsON: We might extract some of that juice Mr. Macdonnell is
speaking of tomorrow morning.

The CHAIRMAN: We cannot meet tomorrow morning. I suggest we meet
tomorrow afternoon at 3 o’clock, if you wish to. That is just my suggestion.

Mr. McInTosH: That will be the final meeting on this?

The CHAIRMAN: That is up to the committee. It is most likely. We will
adjourn until 3 o’clock tomorrow afternoon.

The committee adjourned.
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WEDNESDAY, June 15, 1960,
3:33 p.m.

The CHAIRMAN: Gentlemen, we have a quorum now. Will you come to
order. Yesterday we left off in the questioning period, which I do not think
we had exhausted.

Mr. STiNsoN: Mr. Chairman, I think one of the things which was in the
minds of some of the members yesterday when Mr. Rasminsky was explaining
this measure to us was the reason for the members of the international bank
determining upon $1 billion as the total amount to be subscribed by the
members of the international development association. Of course, he pointed
out that this association was only one of several organizations and funds in
the world concerned with making available funds for economic development
of the less developed countries. It seemed to me perhaps that one of the reasons
they stopped at this figure was that they were unable to get the United States
to commit itself beyond its subscription, which was something in the order of
$320 million. As I understand it the other contributors subscribed according
to the amounts they had subscribed for shares in the international bank.

I think this perhaps is a good time for us to try to see this fund in relation
to the other agencies and funds which the western countries have participated
in in order to promote economic welfare of the underdeveloped countries. I
wonder if, since yesterday, Mr. Rasminsky has thought of anything further
he could say to us in this connection.

Mr. Louis Rasminsky, (Deputy Governor, Bank of Canada): As to the
size of this fund?

Mr. STiNsoN: And as to the place that this fund has in the overall program
of western aid. I know you do not concern yourself directly with these other
agencies, but I have no doubt you have some knowledge of them.

Mr. Rasminsky: First as to the size of this fund, as I stated yesterday.

the United States made a proposal for a fund of $1 billion for this purpose.
In your question you have suggested that the reason for that size was that
the United States was willing to contribute their proportionate share of
$1 billion, which I think was $320 million. I believe you went on to suggest that
other countries were not able to get the United States to increase that amount.
As I stated yesterday no other government represented on the executive board
suggested that the figure of $1 billion should be increased. I was not instructed
by the government of Canada to propose that that figure should be increased.
If the figure had been increased, of course the Canadian proportionate share
would have been greater than the $37 million. If your question relates to
?vhether there should have been a larger fund, implying as that does an increase
in the Canadian contribution, then I would suggest with deference that that
questiox} should be directed to the Minister of Finance and not to me. That is
a question of policy involving expenditures on which you would not expect
me to express a view.

Qp the second question, as to where this organization fits into the general
provision of international aid by the western countries, that is a question on
which I might be able to make some comments. I think it would be fair to say
that 'the main vehicle for the provision of aid to underdeveloped countries on a
glau;llll;‘ﬂateral or international basis by the western countries is the International
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In the course of my evidence yesterday I gave some indication of the mag-
nitude of the aid that currently is being provided by thé International Bank.
A very important feature of the use of that method of providing aid is that that
method contains what one might call a multiplier effect. The amount of aid that
can be provided through the International Bank is greater than the amount of
money that the governments have to raise. That situation arises because the
International Bank, as a result of the guarantee process which I described in
some detail yesterday, is able to tap the private capital market through issuing
its own debentures and also through selling parts of loans which it had made

. out of its own portfolio. I would like to add—which I omitted yesterday—that

there are further amounts made available by the private capital market through
loans made to bank borrowers simultaneously and in a sense jointly with bank
loans. These amounts are not included in the $5 billion which I mentioned yes-
terday as the total of the bank’s lending commitments to date.

As I say, I think the International Bank is the chosen vehicle for the major
capital assistance programs on an international and multilateral basis of the
western countries. In addition to the International Bank, there are two institu-
tions which are associated with it. These are sister institutions. They play quite
a significant role in this connection; one is the International Monetary Fund and
the other is the International Finance Corporation. The International Monetary
Fund was established at the same time as the International Bank. The articles of
agreement were written at Bretton Woods at the same time as the articles of
agreement of the International Bank.

The International Monetary Fund has total resources in gold, and the cur-
rencies of the member-countries, which now amount to approximately $15 bil-
lion. The Canadian contribution to those resources is $550 million. In the case
of the International Monetary Fund each country had to pay in principle
25 per cent of its subscription in the form of gold, and the balance in its own
currency.

The purpose of the International Monetary Fund is twofold. It embodies a
certain code of behaviour in trade and exchange matters. There are provisions
regarding the avoidance of exchange restrictions and exchange stability. In
addition the Fund provides finance to members to enable them to correct diffi-
culties that may arise in their balance of payment situation. This finance, unlike
the finance provided by the International Bank, is short term and indeed is
intended to be of a short term character. It is intended to provide time to a
country to take the necessary steps to correct imbalances which arise in their
international financial picture. These provisions on the availability of these
finances, are of particular interest perhaps in present circumstances to the
underdeveloped countries. These characteristically are countries which undergo
wide fluctuations in their export receipts, because ordinarily they are exporters
of primary products which are subject to wider fluctuations in price than the
prices of the manufactured goods these countries import, and of course their
income position is affected by the ups and downs of demand for those products
in accordance with the fluctuations of activity in the industrial countries. The
availability, through the International Monetary Fund, of some assurance of
financial support for these countries is quite an important factor, I think, in
enabling these countries to try to plan their development programs with the
knowledge that if things go badly with respect to the prices of their major
commodities they always can go to the fund for help to overcome temporary
difficulties. I do stress that it is to correct temporary imbalances that this fund
exists. That is the second main international institution.

The other institution which is associated with the International Bank is
the International Finance Corporation. That is an institution that was set up




BANKING AND COMMERCE ; 51

some three or four years ago—I cannot, at the moment, think of the exact date—
for the purpose of encouraging the flow of private capital to underdeveloped
countries.

The international finance corporation has a capitalization of $100 million,
which is contributed by members of the corporation—essentially by the mem-
bers of the bank—again in accordance with the bank’s scale of contributions.
Our contribution to that was, as I recall, something like $3.2 million.

This organization is a separate legal entity from the bank, although the
staff is largely bank staff, and the directors of this corporation are the directors
of the International Bank. It tries to act as a catalyst, to encourage the flow of
private foreign capital to underdeveloped countries to participate in private
industry. It does not make loans to governments; it goes into private institu-
tions. Up to the present it has made 15 or 20 investments totalling, so far as
its own resources are concerned, about $15 million or $20 million. I stress
that that is so far as its own resources are concerned, because in many cases
it has gone into these things in partnership with other foreign capital interests,
and with local capital interests of the capital importing countries. So that the
total amounts involved have been a good deal larger than $15 million or $20
million.

I think that covers the ground as far as the International Bank, the Inter-
national Monetary Fund and the International Finance Corporation are con-
cerned. Then there are a number of activities of this sort which come directly
under the United Nations.

All these institutions that I have mentioned have a relationship with the
United Nations. They are in fact what is technically known as specialized
agencies of the United Nations, though they do function independently. The
main programs which are directly administered by the United Nations are
these: there is a program which is called the expanded program of technical
assistance, which was at one time headed up by Hugh Keenleyside, a Canadian;
and the special fund of the United Nations that we were talking about yesterday.

The technical assistance program, as its name implies, is concerned with
providing expertise in the form of manpower, technicians, to underdeveloped
countries who need help in this respect. The total amount of money involved in
this program is about $30 million a year, which is raised by national contribu-
tions. I think these contributions are essentially of a voluntary nature; I do not
think there are assessments involved, as is the case with the other institutions.

Then there is the special fund, which is headed up by Paul Hoffman, which
is a more recent institution; it has been functioning for a year or so. There is an
advisory board, which has some responsibility for the administration of that
fund. As I indicated yesterday, this fund is concerned with helping to establish
the pre-conditions of investment, making the surveys, seeing that opportunities
that are available come to light, for the investment of larger amounts of
money.

Mr. MacpoNNELL: May I ask a question there: where does the initiative lie
there; is it entirely with the countries that are expected to benefit, or is there an
initiative by the official body too?

Mr. RasminskY: I think it lies with both, Mr. Macdonnell, and not only
with the official body concerned—not only with the special fund; but with all
the agencies. I think that basically the initiative would lie with the country
concerned, which would come to the special fund and say, “We would like
this, or that, project to be financed”. But it would also be the case that a country
might come to the International Bank with an application for a loan, and he
International Bank might say, “Well, before deciding this, we believe that there
should be a general survey of your resources, or a survey of this or that river
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basin, to see what are the possibilities of power development, irrigation. We
think you should talk this over with Paul Hoffman, because it looks to us as
though it is the sort of thing that the special fund might well undertake”.

To illustrate the type of thing which is undertaken by the special fund, let
me pick those that are listed here for the first year in Africa. If anybody is
interested in any other part of the world, the information is set out here very
conveniently in a geographical classification. In Ghana they undertook a survey
of the Volta flood plain; that is, as to what would happen to the area that
would be flooded if the huge Volta river project were ever undertaken. In
Libya they did some work in connection with a technological institute, in
the United Arab Republic, Egyptian region, some work was done in connection
with drainage of irrigated land. Also, there was a soil survey in Egypt from
aerial photographs. In Nigeria there was a survey of the dam site on the Niger
river.

In most cases these surveys are undertaken using some other specialized
agency of the United Nations which is well equipped to do the actual work.
This particular survey in Nigeria, for example, is being undertaken by the
International Bank. Many of the other surveys are undertaken by F.A.O.—
those having to deal with agriculture. The survey of the technological institute
in Libya was undertaken by UNESCO.

That is the general picture so far as the special fund is concerned. As I
say, it is a new institution; but I think that those who have had to deal with
it feel quite encouraged by the work that it has done as holding out promise
of accomplishing something that will be very useful to the underdeveloped
countries. I believe I am right in thinking that these are the major efforts of
the western countries as reflected either in the United Nations or, broadly,
through the International Bank and the International Monetary Fund.

I.D.A., the International Development Association, if it is established, will
supplement these broad multilateral efforts in the ways that we went over
yesterday, by providing finance for purposes having high developmental
priority, on repayment terms that are less onerous than those involved in con-
ventional loans, or loans of the type that the I.B.R.D. makes.

To complete the story, I think perhaps I should mention that there are
regional development banks of various sorts, with more limited membership.
For example, there is the European development bank, which has been operat-
ing for the last two or three years. There is the inter-American development
bank, which was established this last year, with, if I am not mistaken, an
initial capitalization of $1,000 million. I am not absolutely certain of that figure,
but I am pretty sure that it is right. There is also the Arab development bank,
which has been talked about during the last couple of years, though, so far
as I know, that bank has not as yet been established.

Mr. JonEs: Mr. Rasminsky, in order to complete the picture, I wonder if
you could give us some further information. I notice that you have not men-
tioned the Colombo plan—that type of program.

Mr. RasmInNskY: No; thank you very much. I was dealing with international
efforts. But, of course, to complete the picture one would have to mention
the bilateral activities of the donor countries. Of course, the first thing that
we think of is the Colombo plan. I am sure that it is not necessary for me to
say anything about our own contributions to the recipient countries under
the Colombo plan.

The Colombo plan is a kind of general term; it is an umbrella. The rela-
tionships are actually bilateral, and there is no international institution con-
nected with the Colombo plan. Our own contribution was recently raised by
the government from the level of $35 million a year—which it had been for
some years—to the level of $50 million a year. In addition, and outside the
Colombo plan, we have the West Indies program, a program of economic assist-
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ance to the West Indies involving $10 million; and our own technical assistance
program. There has also recently, as you know, been discussion on the African
situation and some type of a special program for Africa. In addition, one should
mention the Commonwealth scholarship scheme that was decided upon through
Canadian initiative at the Commonwealth conference in Montreal in Septem-
ber, 1958. That is, I think, the story so far as Canada is concerned.

Of course, quantitatively, the largest amounts of money that have been
made available for economic assistance to underdeveloped areas have come
from the country which is best able to make them available, namely, the
United States. There, the amounts that have been made available have varied
from year to year; but they are in the neighbourhood, on straight economic
aid, of a billion and a half to two billion dollars a year. Of course, substantial
amounts are made available by the United Kingdom through grants; partly
through their colonial development fund, partly in other ways, and also through
loans to underdeveloped countries.

I suppose, to make the picture complete, one should also again refer to
the fact that the Soviet Union has, in recent years, made what seemed to be
quite substantial sums available to underdeveloped countries.

Mr. STINSON: Mr. Chairman, I wonder if Mr. Rasminsky knows where
one can find something in the way of reliable information on what the Soviet
Union has done in this field?

Mr. RasminskY: I do not, I am sorry. They, of course, do not publish
anything—at least, nothing I would be able to deal with.

Mr. SoutHaAM: There is an interesting observation on that. We here all
know of discussions that are now taking place at international level and at
governmental level about the world being divided into two ideologies, and the
competition for man’s mind through these humanitarian efforts. What con-
tribution has Russia been able to make, and how effective is it say, in com-
parison to the western world, and especially the more privileged nations like
ours? I think that is something very pertinent.

Mr. JoNEs: Have not the Americans made some rough sort of compilation?

Mr. RasminskY: The Americans have made a rough sort of compilation. I
saw a statement attributed to Secretary Herter the other day suggesting that
the Russian provision of economic aid was at the rate of about $800 million or
$900 million a year. Judging from the newspaper accounts one reads of their
visits to various people and loans made here and there, I have the impression
that their rate of assistance to underdeveloped countries is being stepped up.

Mr. RynNarp: Mr. Chairman, I wondered if Mr. Rasminsky, would tell us
how much money is going into that fund for the education of students from
underdeveloped countries, the amount and how much of it has been taken up?

Mr. RasmiNskY: No, sir, I am sorry, I do not have information on that.
Mr. RynarD: I wonder if we could get that information?

Mr. RasMmINsKY: I am sure it must be available.

Mr. Rynarp: Thank you, very much.

Mr. CresTOHL: Mr. Chairman, perhaps the question I am going to ask
has been asked before. Who sets up the ratio of the contributions? I see that
has already been done by the schedule. How is that done, what was the
yardstick used for setting it up, and who did it?

The CHAIRMAN: Mr. Crestohl, we went into that twice yesterday morning

and yesterday afternoon, and I would refer you to the minutes, when we get

them—
Mr. CrestoHL: Thank you very much, Mr. Chairman.

The CHAIRMAN:—because it is rather lengthy, to go into it all again. Any
other questions?
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Mr. HorNER (Acadia): I wonder if Mr. Rasminsky would care to say as
to whether or not this I.D.A. will facilitate Canada in accepting foreign cur-
rency and allowing Canada to use it as counterpart funds?

Mr. RasMiINKY: I do not see how that could arise.

Mr. HorNER (Acadia): You do not think it will?

Mr. Rasminsky: The Canadian contribution will be a capital subscription.

What Canada will have to show for its capital subscription will be a certificate
that we have subscribed.

Mr. HORNER (Acadia): Along the line of questioning I asked you yester-
day on any American surplus disposal, I wondered if Canada could accept
foreign currency from any country, then turn this currency over to the I.D.A.
and accept a certificate on it, if the I.LD.A. was able to use it?

Mr. Rasminsky: I think, if the government of Canada decided it was in
the Canadian interest to do that, that the possibility of doing so would not be
excluded.

In connection with our Colombo plan operations, certain of our gifts give
rise to counterpart funds with regard to the disposal of which the Canadian
government has some say. I do not know what the precise accounting proce-
dures used are, whether we actually have title to the counterpart. For
example, these arise in connection with any gifts we have made in the past of
saleable products—for example, wheat to India or to Pakistan. As they had
been sold there would have been a counterpart in the local currency. We
would have some say as to what use was made by the governments con-
cerned of the counterpart. If it were felt that there were any Canadian interest
to be served by taking some of these counterpart funds with the agreement
of the country concerned, and handing them over to the I.D.A. and getting
a developmental certificate, or whatever evidence of the gift we would get
in exchange—if it were felt there was any Canadian interest to be served
by doing that, I think it is possible that could be done. I might say that, off
hand, I do not see what Canadian interest would be served by doing that.

Mr. HORNER (Acadia): In the west we hear, from time to time, that Canada
should accept foreign currency for the sale of agricultural products; and I
wanted to work along this line of thought, that we might be able to sell some
more of our agricultural products, accept their currency, and then receive a
certificate for development under this I.D.A., for that purpose?

Mr. Rasminsky: Well, if we were prepared to sell anything for a currency
that could not be converted back into Canadian dollars, we would not need the
LD.A. to enable us to do that. We could do it without the I.D.A.

Mr. JonEs: It says in the articles that the subscription from countries such
as Canada, in schedule A, should be all in gold or convertible currency?

Mr. RasminNsKY: That is right. But in addition to the normal subscription
there is also provision for supplementary contributions in the currency of
another country.

The CHAIRMAN: Mr. Rasminsky, a question that I had is this: Take a
private company—and I will quote an example, the Aluminum Company of
Canada, they went into India and established there an industry of between $22
and $25 million. If they came to the bank, or to this association, would they get
aid, say they did not have enough capital themselves to do the thing?

Mr. Rasminsky: They certainly would be eligible for aid. One cannot say
in any particular case whether the bank would make a loan, but I could men-
tion that one of the early loans made by the bank was to the Brazilian Traction
Company. The bank has made several loans to the Brazilian Traction Company,
now aggregating, I believe, something just under $100 million.
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All the loans made by the Bank must be guaranteed by the government of
the country in which the project is located. Consequently, the loans made by
the bank to the Brazilian Traction Company have been guaranteed by the
government of Brazil.

There have been other cases too of banks lending to private companies.
One that occurs to me at the moment is a loan to a large Indian iron and steel
company—I believe it is the Tata iron and steel company. In that case, of
course, the loan was guaranteed by the government of India.

Mr. McInTosH: Just as a matter of information, Mr. Chairman, why was
not New Zealand included in schedule A?

Mr. RasMmiInsky: That question should really be addressed to New Zealand.
New Zealand has not joined the Fund and the Bank.

Mr. McInTosH: Is there any particular reason why a country like New
Zealand did not join? Australia is in it, I notice.

Mr. Rasminsky: I think New Zealand is the only country in the Common-
wealth which is not a member of the fund and the bank.

Mr. McInTosH: Is there any particular reason you know of?

Mr. RasminNsky: Of course, it is up to each country to decide whether they
see advantages in membership and, presumably, the New Zealanders, up to the
present, have decided either that they do not see any advantages of member-
ship or, if there are advantages they see, that they are outweighed by dis-
advantages. Whether the disadvantages they see are related to their domestic
political situation or to factors connected with the institution, themselves, I do
not know.

The CHAIRMAN: Gentlemen, shall we go through the bill?

Mr. MACDONNELL: Mr. Chairman, could I raise one point. As I was asking
yesterday about the relationship between this $1 billion and the other amount
mentioned, I would like to bring to the attention of the committee a statement
by Hoffman which, indeed, was directed to my attention by Mr. Rasminsky. I
think Hoffman sums the thing up in a pretty sensible way, after pointing out
the great advantages of the I.LD.A., and says this:

There is, nevertheless, a major shortcoming in the international

~ development association as currently projected: The authorized capital-
ization planned for I.LD.A. is only $1 billion. One billion dollars over five
years! This is obviously too little to come anywhere near meeting the

minimum investment gap of $2 billion a year. And yet, there is no other

institution either in existence or on the drawing boards that can take up
the slack!
Then he goes on and says this: ‘

There is a great deal to be said for creating I.D.A. more or less as
planned so that it can start operations as soon as possible, even though
on a small scale, and gain experience. But it is of great importance that
we consider LD.A. from the beginning as an institution that must expand
its operations promptly to fill a substantial part of the investment gap.
In my view there is urgent need for I.D.A. to expand operations rapidly
after the first year. We should contemplate I.D.A. operations through
most of the 1960’s of no less than $1 billion in investment each year.
If ID.A. is not promptly expanded after a year or so of operations, then
a new institution will have to be created.

Now, I have read that to the committee because my hope is we may see fit,
as a committee, to draw public attention to that.

I may be a little prejudiced in this, but it seems to me self evident, and
I would hope that while approving the bill we might see fit to say something
about welcoming it, praising the government for its action—or do anything
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you like—and drawing attention to the fact that this competent, practical man,
who appraises the situation with his particular practical -experience and with
his wonderful success in the Marshall plan in Europe, makes this comment.

I do not think it is derogating the responsibility of the government or doing
anything wrong, if we just bring this to public attention. In my opinion, an
enormous amount has to be done in the way of educating public opinion. If you
have something like this on the record anybody who takes the trouble to look
at it can say, “Well, the committee had this in mind, and they quoted what
Hoffman had to say.”

Mr. THOMAS: Mr. Chairman, I think it would only be fair to point out, in
that connection, that Canada cannot very well move any faster than our
colleagues in this.

Mr. MAcpoNNELL: I am not suggesting we should. I am only suggesting
that we express our views. It would have to be done all together, and pro-
vision is made in the agreement for an extension later on. It is not a new idea
at all.

Mr. THOoMAS: I sympathize with Mr. Macdonnell’s point of view.

Canada should be prepared to move just as fast as any other nation in the
association.

Mr. MacpoNNELL: It is a question of pace, and somebody has to emphasize
the need of increasing the pace.

Mr. THomAs: And express willingness to do so.

The CHAIRMAN: Is that the general feeling of this committee?

Mr. StinsonN: Mr. Chairman, could the committee’s view be expressed
somewhat along these lines—that the committee approve the statement just
recently made by Mr. Paul Hoffman, the director of the United Nations special
fund, which was as follows—and I think a short statement could then be
inserted in the record—such provision to be made in accordance with the
appropriate article in the articles establishing this association.

I think that might be an easy way of indicating our feeling.

The CHAIRMAN: Not as a resolution of this committee, but as a recom-
mendation with our report. Is that the wish of the committee?

Mr. MACDONNELL: A recommendation to whom?

The CHAIRMAN: To this government—to the house; we will make note of
this statement by Mr. Hoffman.

Mr. MAcDONNELL: Right.

Mr. WoorLiams: Is this not correct, Mr. Chairman? In other words, we
endorse the objectives but we say, in looking at it, that the fund in itself is
inadequate to do the work it will have to do. That really is what we are
saying. That is what Mr. Macdonnell is saying.

The CHAIRMAN: Not quite.

Mr. MacpoNNELL: No, not quite.

We are saying we are all in favour of the fund; we know there is provision
for an increase; we know that so expert a man as Hoffman thinks it will be
necessary; we hope the people of Canada will be sufficiently interested in this
to keep in touch with what is going on, and if the time comes for an increase,
they will be ready to increase it.

I do not think we need to put anything in it which says that it is not
adequate at the moment because, it may be. It is conceivable that at the
end of the year the fund might not be used up as fast as I think, and as fast
as I hope it will be.

Mr. AIKEN: Mr. Chairman, may I suggest that Mr. Macdonnell summarized
it very succinctly in expressing his attitude and, perhaps the attitude of other
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members of the committee. Perhaps we had better go along with what he has
just said, rather than mentioning Mr. Hoffman.

Mr. MACDONNELL: Do you not want Mr. Hoffman mentioned at all? After
all, his opinion is of some value; he knows more about this than anyone else
in the world. He makes a public statement on it, and I do not think we should
fail to indicate that we have a view of our own; but I hope there is no objection
to quoting this man, who, really, is an expert.

Mr. RynarD: I would suggest that Mr. Macdonnell state his opinion, as he
has, and back it up by a statement from Mr. Hoffman, who is an outstanding
authority. As Mr. Macdonnell says, his work on the Marshall plan is outstand-
ing and, therefore, he has the necessary experience and know-how to know
how important this fund could be. I think it is important to include that.

Mr. MAcDONNELL: The steering committee will be drafting a report, and
submitting it.

I will be glad to make a draft of what I have said for the use of the steering
committee.

Mr. McINTosH: Mr. Chairman, what are the terms of reference of this
committee.

Mr. JoNes: Mr. Chairman, are we not to report the bill with or without
amendment? I wonder, in view of that, might not expressions of opinion be
given in the house? I think they would carry more force there, when they are
delivered by an individual member. There are others who may wish to speak
on it, and they may do so. However, the normal procedure would seem to me,
as Mr. Macdonnell has suggested, that you either report the bill without amend-
ment, amend it, or reject it—and is that not our job?

The CrHARMAN: That really would not be an amendment.

Mr. Rasminsky would like to give his point of view on this.

Mr. RASMINSKY: Mr. Chairman, it is not a point of view on this, as I would
not be entitled to a point of view in regard to this matter. However, although
I am sure there is no possibility, or real possibility, of misunderstanding on this
score, I would like to say this. As Mr. Macdonnell said, in conversation this
morning, I reminded him that Mr, Hoffman had indicated in this pamphlet
Fhat he thought this fund should be $1 billion a year. I would not want anything
in the record to indicate that I, in any way, had associated myself with that
view. -

: The CHAIRMAN: May I make this suggestion, gentlemen—that the com-
Fmttee, say, appoint one member, Mr. Macdonnell, to get up on the third read-
ing of this bill and express the views of this committee in this regard. I think

that wquld be the simplest way of doing it. I do not know how we could do it
otherwise, as we cannot make an amendment.

Mr. _S'l"msom I think the best solution to this problem is to let the record
stay as it is, report the bill without amendment, and one would hope that
members of the committee would express themselves, as Mr. Jones has sug-

gested, along the lines that have been discussed, when the bill is back in the
House of Commons.

Mr. DRYSDALE: Mr. Chairman, when I raised this same problem before—
as to the fact we might be committing ourselves to the future, due to the
articles, Mr. Rasminsky pointed out at that time that as it would have to come
before parliament, it was not really a subject of consideration before us.

I am just wondering as to the necessity of these observations at this
particular time.

The CHAIRMAN: I think we would be quite in order if one of the members

of this committee, on the third reading, expressed our feeling that this fund
was not adequate, and quoted Mr. Hoffman’s views.
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Mr. WooLLiAMs: Mr. Chairman, are we not in this position—that may be
an expression of opinion. By the bill, itself, we are endorsing the founder of
the association. We could not change that anyhow, as it would have to be by
mutual agreement of all the powers. We are only endorsing it as other nations
will have to endorse it, along the lines under which it is set up. I think I am
right in that.

The CHAIRMAN: I think you are.

Mr. DryspALE: If we give this endorsement, it is like giving a carte
blanche so far as the amount of money that would be required by the partic-
ular fund, and I think we would have to express our views before an increase
is made, depending upon the amount of the increase, and again review it. I
think Mr. Woolliams is right; all we have before us is the vote for the $38.3
million—and I think that is all we are entitled to decide upon. However, if the
members want to express their individual approval in this, I think it might
be of some psychlogical value. But, as Mr. Rasminsky pointed out, it has to
come before parliament again.

Mr. WoorLriams: If you turn to page 23, you pick up the countries, and
these countries, by agreement, I suppose, have endorsed it by legislation, or
other different methods. We are doing it by this bill. Therefore, we could not
increase or decrease it unless by special agreement.

All T take, from what Mr. Macdonnell has said, is this: looking at the
picture in the future, there may be a suggestion come from Canada that the
fund might be increased, if the need or demand arises.

Mr. MACDONNELL: Mr. Chairman, I feel quite safe in expressing my own
opinion, but I am wondering whether or not I should express the opinion of
the members of this committee, as other members may have different views on
this.

Mr. CRresTOHL: Mr. Chairman, as we not estopped from suggesting
modifying, or making an amendment to the agreement itself?

The CHAIRMAN: There is no thought of that, Mr. Crestohl.

Mr. CrResTOHL: When I recently asked you how the apportionment was
made, I did not get the benefit of that information. If that is what we are talking
about, we may be completely estopped from discussing the matter.

Mr. Stinson: If that was the case, what are we doing here then?

Mr. Jones: I would disagree with you.

Mr. CresToHL: I think, as I see it, we have just the five sections of the
act to review and examine. If we have latitude to make suggestions amend-
ments, or modifications of the agreement itself, well then, if I can have an
answer to that question—and that is, whether or not we can modify it; then
‘we can discuss it and suggest amendments. However, I do not think we can,
as that has already been agreed upon by others. Canada was represented at
that meeting where an agreement was reached, and we are bound by it.

The CHAIRMAN: Gentlemen, I think what we should do is carry on.

Mr. MAcpoNNELL: I am not suggesting that, and I do not think anyone
else has.

Surely, Mr. Chairman, there is nothing to prevent us, having approved
the bill, and so on, from making any comments we wish.

Mr, CRESTOHL: Oh, yes.

The CHAIRMAN: I would suggest that is the practice.

Mr. CresTOHL: But I would not want to include that in our report to
parliament.

The CHAIRMAN: No.




A—
[ -

BANKING AND COMMERCE 59

Clauses 1 to 5, inclusive, agreed to.

Schedule A agreed to.

Articles of agreement, as covered by clause 2, agreed to.

Mr. MACDONNELL: Mr. Chairman, you might be interested to know that in
the British House of Commons there was a very strong statement made, when
they debated this, in regard to the inadequacy of the amount, by one of the
speakers.

I thought that would be of interest to you.

The CHAIRMAN: Let us follow Westminster on that practice.

Preamble agreed to.

Title agreed to.
The CHAIRMAN: Shall I report the bill?
Some Hon. MEMBERS: Agreed.

The CHAIRMAN: Gentlemen, we will adjourn until tomorrow morning at
9.30. The meeting will be held in this room.

I might say that personnel from the Retail Merchants Association will be
here, in connection with the combines bill.

Then, tomorrow afternoon, at 3 o’clock, we will have the Canadian Associ-
ation of Consumers. That meeting will also be held in this room.

I have asked the consumers to come tomorrow morning to listen in on the
proceedings.

Mr. Jones: Mr. Chairman, before we adjourn, I think we should express
our appreciation to the very distinguished testimony which has been given by
Mr. Rasminsky.

Some HoN. MEMBERS: Hear, hear.

—pam
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MINUTES OF PROCEEDINGS

House oF CommoNs, Room 112-N.

THURSDAY, June 16th, 1960.
9)

The Standing Committee on Banking and Commerce met at 9.30 o’clock
a.m. The Chairman, Mr. C. A. Cathers, presided.

Members present: Messrs. Aiken, Baldwin, Bell (Saint John-Albert),
Benidickson, Brassard (Chicoutimi), Cathers, Crestohl, Fisher, Hales, Han-
bidge, Horner (Acadia), Howard, Jones, Leduc, Macdonnell (Greenwood),
Martin (Essex East), Mcllraith, McIntosh, Morton, Pascoe, Pickersgill, Robi-
chaud, Rynard, Southam, Thomas, Woolliams.—26.

In attendance: Honourable Davie Fulton, Minister of Justice; Mr. T. D.
MacDonald, Director, Investigation and Research, Combines Branch, Depart-
ment of Justice; Mr. David A. Gilbert, Managing Director, Retail Merchants
of Canada, Inc., and the following members of the Canadian Wholesale Council:
Messrs. J. T. Crowder, J. V. R. Porteous, J. B. Porteous, J. G. Dawson, J. Gutsell,
T. H. Whellams, D. C. McKellar, S. E. Gilchrist, G. C. Betts, D. Nettleton,
Raymond Poupart, A. J. Duhamel, J. C. Briggs, W. J. Irvine and A. Leduc.

The Committee had before it for consideration Bill C-58, An Act to amend
the Combines Investigation Act and the Criminal Code.
On motion of Mr. Baldwin, seconded by Mr. Martin (Essex East),

Ordered,—That pursuant to Order of Reference of Thursday, February 25,
1960, 2,000 copies in English and 750 copies in French be printed from day to

day of the Committee’s Minutes of Proceedings and Evidence relating to Bill
C-58.

Honourable Davie Fulton addressed the Committee briefly.

Mr. Gilbert submitted a brief on behalf of the Retail Merchants Association
of Canada, Inc., and was questioned thereon.

Mr. Crowder also addressed the Committee i)rieﬁy.

It was agreed that the examination of Mr. Gilbert be continued later this
day. 2 :

At 11.00 o’clock a.m. the Committee took recess.

Antoine Chassé,
Clerk of the Committee.

AFTERNOON SITTING .
(10)

The Committee resumed at 2.05 p.m., the Chairman, Mr. C. A. Cathers,
presiding.

Members present: Messrs. Aiken, Baldwin, Bell (Saint John-Albert),
Benidickson, Caron, Cathers, Crestohl, Fisher, Hales, Hanbidge, Hellyer, Horner
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(Acadia), Howard, Jones, Leduc, Macdonnell (Greenwood), MacLean (Win-
nipeg North Centre), Martin (Essex East), Mcllraith, McIntosh, Morton, Pascoe,
Rynard, Southam, Thomas and Woolliams.—25.

In attendance: From Retail Merchants Association of Canada Inc.: Mr. D. A.
Gilbert, Managing Director. From the Canadian Association of Consumers,
Miss Isabel Atkinson, National President and Mrs. Isabel Winkler of the National
Office, Ottawa.

Moved by Mr. Martin (Essex East), seconded by Mr. Hales, that the brief
of Mr. Gilbert be made part of the evidence. Agreed.

The Committee discussed the calling of a special meeting to inform the
members of the future agenda.

The examination of Mr. Gilbert was continued until 3.00 p.m., at which
time it was adjourned until Friday, June 17th at 9.30 a.m.

Miss Atkinson then presented a brief on behalf of her Association.
The Committee questioned Miss Atkinson on her brief.

At the conclusion of the questioning, Miss Atkinson was thanked by the
Chairman for her appearance.

The Committee adjourned at 5.45 p.m. until Friday, June 17th at 9.30 am.

Clyde Lyons,
Acting Clerk of the Committee.

House oF CommMons, Room 253-D.

FrIDAY, June 17, 1960.
(11)

The Standing Committee on Banking and Commerce met at 9.38 a.m., the
Chairman, Mr. C. A. Cathers, presiding.

Members present: Messrs. Aiken, Baldwin, Benidickson, Caron, Cathers,
Fisher, Hales, Hanbidge, Horner (Acadia), Howard, Jones, Leduc, Macdonnell
(Greenwood), Martin (Essex East), McIntosh, Morton, Pascoe, Pickersgill,
Rynard, Southam, Tardif and Woolliams.—22.

In attendance: Honourable E. D. Fulton, Minister of Justice; Mr. D. A. Gil-
bert, Managing Director, Retail Merchants Association of Canada, Inc.

A question of privilege was raised by Mr. Pickersgill on the point that the
Committee should not question Mr. Gilbert until all the members had received
copies of the brief presented to the Progressive Conservative Caucus.

After discussion, Mr. Pickersgill moved, seconded by Mr. Caron, that
“there be no questions on the memorandum of May 4th to the Tory Caucus until
the document is in the hands of all members of the Committee”.

The question béing put, the motion was negatived on the following division:
Yeas: 10; Nays: 10. The vote being equal, the Chairman cast his vote against
the motion.
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It was then moved by Mr. Jones, seconded by Mr. Pickersgill that
“Mr. Gilbert be requested to return to glve further testimony at such time as
the Committee may desire”.

The question being put, it was unanimously resolved in the affirmative.
The questioning of Mr. Gilbert was resumed.
At 11.00 a.m. the Committee adjourned until Tuesday, June 21 at 9.30
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EVIDENCE

THURSDAY, June 16, 1960.
9.30 a.m.

The CHAIRMAN: Gentlemen, I see we have a quorum. I would ask the
Minister of Justice to-come up and sit at the head table.

Hon. E. D. FuLtoN (Minister of Justice): I would be glad to, Mr. Chair-
man, if the committee wants it.

The CHAIRMAN: I do not think there will be any objection to that.

Mr. PicKERSGILL: Mr. Chairman, I will not raise the same objections as
the Minister of Justice raised in the estimates committee some yéars ago.

Mr. Furton: The point there is quite different: the honourable member
who was then a minister had himself made a member of the committee; and
I am not a member of this committee.

Mr. PICKERSGILL: It was before I was made a member of the committee
that the minister raised an objection.

The CHAIRMAN: I see we are getting started on the right foot.

Mr. MARTIN (Essex East): I would like to disagree with my colleague,
and say that if the Minister of Justice is going to be in the room he should be
at the head table, but not at the head of things.

The CHAIRMAN: As I say, that is a good start.

Mr. JoNEs: Perhaps we could get on to the business of the committee,
Mr. Chairman?

The CHAIRMAN: I would like to ask Mr. Crowder, who represents the
wholesale association, to introduce the delegates.

I might say that due to the lateness of the C.N.R. train—or is it the
C.P.R—Mr. Gilbert and the delegation from the retail merchants association
are a little late. So, Mr. Crowder, would you come up here?

I would like to ask Mr. Crowder to introduce the members at the rear of
the room by name and by their organization. These gentlemen are here, not
to make any presentation, but to answer any questions that the committee
might wish to ask.

Mr. J. T. CROWDER (Secretary-Manager, Canadian Wholesale Council):
These gentlemen, Mr. Chairman, are all members of wholesale associations
which are national in scope, and they have been drawn here at very short
notice. Some of them are executive officers who have sat in, during the last
two years, in considering this legislation. Some of them are pinch hitting for
others who could not come.

Our chairman of the wholesale group is Mr. J. V. R. Porteous of the
Canadian wholesale council. I would ask you, Mr. Porteous, if you would have
the others announce themselves and what group they belong to.

Mr. J. V. R. PorTEOUS (Canadian Wholesale Council): I start on my right,
with your permission, Mr. Chairman. I am J. V. R. Porteous, Canadian Whole-
sale Council. -

5 Mr. J. B. PorTEOUS: J. B. Porteous, Canadian wholesale drygoods associa-
ion.

Mr. J. G. DaAwsoN: J. G. Dawson, drug Wholesale.

Mr. J. GuTseLL: J. Gutsell, drug Wholesale.
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Mr. T. H . WHeELLAMS: T. H. Whellams, Canadian automotive wholesalers’
and manufacturers’ association.

Mr. D. C. McKeLLAR: D. C. McKellar, General Manager, Canadian elec-
trical distributors’ association.

Mr. S. E. GiLcHRIST: S. E. Gilchrist, Canadian automotive electrical asso-
ciation.

Mr. G. C. BeErts: G. C. Betts, Canadian automotive electrical association.

Mr. D. NETTLETON: D. Nettleton, Canadian jewellers’ association.

Mr. R. PourarT: Raymond Poupart, national association of wholesale to-
bacco and confectionery dealers.

Mr. A. J. DuHaMEL: A. J. Duhamel, national association of wholesale
tobacco and confectionery dealers.

Mr. J. C. Brices: J. C. Briggs, national association of wholesale tobacco
and confectionery dealers.

Mr. W. J. IrviNe: W. J. Irvine, Canadian toy and smallwares association.

Mr. A. Lepuc: A. Leduc, Canadian toy and smallwares association.

Mr. CrRowpeR: Mr. Chairman, we will supply you with a list of all the
organizations they belong to. All the associations which are identified with the
wholesale council are spelt out in the brief Mr. Gilbert will present today—if
the train gets here.

Mr. CresToHL: When you speak of “wholesalers”, is it wholesale distrib-
utors or wholesale manufacturers, or is it both?

Mr. CROWDER: Most of them are wholesalers. There are a few manufac-
turers.

Mr. CresTOHL: Wholesale distributors and not manufacturers?

Mr. CRowDER: Mostly wholesale distributors; but there are a few manu-
facturers who belong, because people like General Electric do both wholesaling
and manufacturing.

The CHAIRMAN: I might say gentlemen, we welcome you here and appre-
ciate very much your giving your time to come here to give us your views on
this very important subject.

I will now ask for a motion regarding printing of the minutes of
proceedings. What number of copies in English and in French should we have?
I think we had a little discussion on it the other day, when we combined the
two bills, but this is for the bill C-58 today.

Mr. BENIDICKSON: Have you any suggestions, Mr. Chairman? I think the
other day it was thought this would have a fairly wide area of interest, and
that we should have 5,000.

Mr. JonEs: 5,000 English and 2,000 French, I think.

The CHAIRMAN: 5,000—that is a lot more than we have ever had before.
Those in favour of 5,000?

Mr. BENIDICKSON: I am not making the motion, but I asked if you had
given it further thought.

The CrAlIRMAN: No. We had a little discussion on it the other day, but
it was combined with the other bill.

Mr. MARTIN (Essex East): Could we not wait and be guided by the demand
that is apparent?

The CHAIRMAN: I think we have to anticipate the demand.
Mr. CresToHL: Have you had any request, to guide you in determining
the amount?

The CHAIRMAN: I have had no requests for the minutes of this committee,
as yet.
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Mr. Barpwin: Under those circumstances, until the demand is made known,
I make a motion for the printing of 2,000 copies in English and for 750 in French.

Mr. MARTIN (Essex East): I second the motion.
The CHAIRMAN: All those in favour of the motion?
Motion agreed to.

The CHATRMAN: Now I would like to call on Mr. Fulton, the Minister of
Justice, to open the discussion. I understand that he has a very important
meeting today, and he will only be here for a short time to listen to the
proceedings.

Mr. Fulton?

Mr. FurtoN: Mr. Chairman, I appreciate your invitation and the permission
of the committee to sit here and attend the meetings. I had intended to be
available at all times, at every session of your committee, for such help as I
might be able to give. I will do my best to be available at every sitting of the
committee, but there are one or two matters over which I have no control or,
at least, which I cannot alter—such as the meetings to negotiate the Columbia
river agreement. The British Columbia ministers are down here now for that
meeting; and the American negotiating team will be here next week for two
days’ meetings. Therefore, I am afraid I will not be able to be here every time
you meet. However, I will have Mr. T. D. MacDonald, the director of investi-
gation and research in the combines branch, present at every meeting; and,
perhaps, I could ask Mr, MacDonald to stand so you can identify him.

Mr. Macdonald, or some other senior member of his staff, will be here
at every meeting for such assistance as he may give.

Mr. Chairman, I do not think it would be appropriate if I attempted at
this stage to take advantage of your invitation by saying how good a piece
of legislation this is, because that has been discussed in the House of Commons
and, of course, the purpose of this committee is to hear witnesses who are
concerned with the operation of the legislation and to discuss with them their
views on the working of the legislation; so I will not, at this time, go into
any detailed discussion of the bill. If you wish it, at a later stage I will be
glad to answer questions, with the assistance of my staff.

However, I would think it would probably be appropriate to wait, in
that regard, until you come to consider the bill clause by clause, at which
time I and the director will be available to answer any questions you wish
to ask.

Of course, during this part of the meetings of the committee, if you
want to direct any questions to us we will also be glad to answer and,
indeed, to help this committee in any way we can; because it is a complicated
piece of legislation, and I think it extremely desirable this committee should
give it full study, with the opportunity for as many as possible from outside
to be heard and to discuss with the committee their views on how this
amending bill will work, and any other changes they think should be made.

I assured the House of Commons, when the bill was debated there, that
while we think we have produced a good piece of legislation, the government
does not intend to be rigid about it, and if, after discussion, there are ways
in which members of the committee feel it could be improved and amend-
ments are moved, I will, as minister, examine them with an open mind. I
hope this committee’s report, when it reports the bill back to parliament,
will be valuable and helpful; and I can assure you that the government will
so approach any report or suggestions the committee has to make.

I think that is all I should say, Mr. Chairman; and I am certain that the
hearings will prove interesting and valuable.

The CHAIRMAN: Thank you very much, Mr. Fulton.
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Mr. PickersGILL: I think we all understand that the- minister can not
be here when these Columbia meetings are being held. That has to be given
priority because of its national importance; but I was wondering if the
minister could arrange to have the Solicitor General here, for our assistance,
when the minister himself cannot be here?

Mr. FurToN: I will certainly see if that can be done.

The CHAIRMAN: Mr. Gilbert, will you come forward, please?

Gentlemen, come to order, please. Mr. Gilbert of the retail merchants
association of Canada has finally arrived, thanks to the Canadian National
Railways, was it?

Mr. Davip A. GILBERT (Managing Director, Retail Merchants Association
of Canada Inc.): No, thanks to the pool train.

The CHAIRMAN: There is a politician for you. All the members of the
committee, I believe, have received copies of the brief which were sent to
them, and I want to compliment Mr. Gilbert and his association for presenting
the briefest brief I think I have ever read.

Now I am going to call on Mr. Gilbert to make a few remarks.

Mr. GILBERT: Mr. Chairman, Mr. Minister of Justice, and members of
the banking and commerce committee and also my colleagues who are form-
ing part of our delegation—and with whom I have not had the pleasure
of meeting this morning, so very definitely there is no collusion in this
presentation. My brief reads as follows:

We wish to express our sincere thanks and appreciation for your courtesy
in meeting with us today to discuss the subject of Bill C-58, an act to amend
the Combines Investigation Act and the Criminal Code, which has been
referred to your committee after passing second reading in the House of
Commons, June 6th, 1960.

It is our honour to speak on behalf of the Distributive Trades Advisory
Committee, which is a voluntary group officially representative of the majority
of the important National Retail and Wholesale Trade Associations in Canada,
who support and endorse the views expressed in this submission. They are
identified as follows:

Retail:

Retail Merchants Association of Canada, Inc.

The National Foods Division of the R.M.A.

The National Automotive Trades Division of the R.M.A.
Canadian Association of Radio, Appliance and Television Dealers.
Canadian Retail Furniture Dealers Association.

Canadian Jewellers Association.

Canadian Retail Hardware Association.

Canadian Pharmaceutical Association.

Wholesale:
Canadian Wholesale Council.

(The Wholesale Associations identified with the Canadian Whole-
sale Council are:

Canadian Automotive Electric Association.

Canadian Wholesale Grocers Association.

Canadian Fruit Wholesalers Association.

Canadian Electrical Distributors Association Inc.

Canadian Fishing Tackle and Sports Association Ltd.

Canadian Smallwares & Toy Wholesalers Association.

National Association of Wholesale Tobacco Dealers & Confectioners.
Ontario Plumbing & Heating Council.
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Canadian Sporting Goods & Cycle Association.

Canadian Wholesale Dry Goods Association.

Canadian Automotive Wholesalers & Manufacturers Association.
Canadian Electric Wholesalers Association.

Canadian Wholesale Hardware Association.).

In addition to the foregoing, the following organizations endorse our views
with respect to the repeal or amendment of Section 34 of the Combines
Investigation Act:

Canadian Retail Federation.

Canadian Shoe Retailers Association.

Canadian Manufacturers Association.

Canadian Electrical Manufacturers Association.

Radio, Electronics and Television Manufacturers Association.

It is our intention this morning to confine our statements strictly to that
portion of Bill C-58 dealing with Trade Practices:

SPART 'Y,
“OFFENCES IN RELATION TO TRADE”.

Since 1957, our delegations have had numerous meetings at high levels
of government, including a conference with the Prime Minister and Members
of the cabinet. We have met with the Minister of Justice and officials of his
department on several occasions.

In the light of our submissions, and the evidence ﬁled with the appropriate

government departments, we have made the firm request that the government
take the necessary steps to:

Repeal or amend Section 34, of the Combines Investigation Act to
restore normal business relationships between manufacturer, wholesaler
and/or retailer—the return of the common-law right of the individual
manufacturer, distributor and dealer to direct his own marketing policy.

To thoroughly appraise the unanimity of the industry’s support of this
request we have, during the past two years, conducted a nation-wide series
of meetings in the principal cities and towns of Canada to give retailers,
wholesalers and manufacturers the opportunity to individually express their
views on this subject. Without exception, these meetings have resulted in
overwhelming support of Resolutions urging the Government to repeal or
amend Section 34 of the Combines Investigation Act.

Our purpose toddy is to re-affirm our position in respect to Section 34 and
to state that it is the carefully considered opinion of all the distributive
industries forming this delegation that everyone, including the consumer,
would be much better served by the outright repeal of section 34 rather than
by amendments.

On the other hand, we realize and appreciate the fact that the government
is well satisfied, as the result of enquiries and investigations which have been
completed, that the amendments contained in Bill C-58 will adequately meet
the situation in respect to unfair and unethical trade practices which are
damaging to the consumer interest and the distributive industries.

It is, therefore, the wish of our delegation to convey to the banking and
commerce committee, in unmistakable terms, our complete support and endorse-

ment of the provisions of Bill C-58, exactly as they stand, in respect to “Offences
in relation to Trade”.
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It is our view that the amendments are a forward step-in the restoration
of an orderly system of distribution of consumer products and that they refiect
the willingness of the Government to take forthright action in protecting the
public interest and, at the same time, safeguarding the future of small business
in particular.

Your chairman, Mr. Cathers, has pointed out the brevity of our brief. We
have intended it as such, because we have written reams and reams of material
on this subject. On May 4, when we were here meeting with the steering com-
mittee, and the Department of Trade and Commerce, and the government
caucus, we left behind us some 275 pages of documents; so this shows that
there is a heap of material on this subject available.

But we felt that for the purpose of our appearance here this morning, our
representations should be confined first of all to a statement of re-affirmation
of the position of our association, and of all those organizations which make
up the distributive trades advisory committee, and who are listed in the brief
submission we have made.

We reaffirm our position as one in which we feel that, in the best interest
of all concerned, including the consumer, section 34 of the Combines Investiga-
tion Act should be entirely repealed. On the other hand we have regard for all
those elements which have caused the government to be satisfied with the
amendments which have been introduced, dealing with trade practices, to meet
the situation; and we are here to advise your committee that we are whole-
heartedly one hundred per cent, supporting the provisions of the bill respect-
ing the trade practices section, part V, and that we would like to see your
committee recommend them to parliament exactly as they stand.

I do not want to belabour this matter any further, so possibly Mr. Crowder
might care to make some remarks. We feel that you might wish to devote the
time of this meeting to a series of questions and answers and a general discus-
sion, and we hope that we are prepared to participate in such a discussion to
the extent that we may be helpful. Thank you.

The CHAIRMAN: Thank you, very much, Mr. Gilbert. You certainly not
only sent us a brief brief, but you have also made a brief presentation. The
committee is open now for any questions. First, Mr. Morton.

Mr. MorTON: Mr. Chairman, Mr. Gilbert very kindly has come to us perhaps
to answer some of the questions which might be in our minds in respect to
this legislation.

One of the problems which prompted the legislation is the matter of the
loss leader. I wonder if Mr. Gilbert could explain just how the loss leader
practice is hurting the small businessman.

Mr. GILBERT: In reply, I think the very simple answer is that the small
businessman, or independent retailer, usually operates a specialty shop; that
is, he specializes in apparel, or in appliances, or in hardware, and so on.

His stock-in-trade is the nationally advertised item; and because of con-
sumer acceptance of the manufacturer, and to a certain extent the guarantees
of the advertising promotion of the brand, they make the more attractive item
for those engaged in loss leader selling; so that some of the larger competitors,
and even those who operate discount houses and so-called deep-cut organiza-
tions, feature the national product which is nationally advertised, and make use
of it as a loss leader.

They find their margin of profit from either stencilled lines, or from obscure
brands which, because of their size, they are able to handle. Consequently they
seize upon the stock-in-trade of the independent retailer and use those items as
loss leader items in order to attract store traffic, or for ulterior purposes.

Consequently when the individual is faced with this situation, he has very
few alternatives. He can either meet the price, or, if it is of a predatory
character he will lose his profit and go out of business; or he can maintain

\
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the normal price which should provide to him a profit and a return for his
services and handling, and if the potential customers will not buy from him
at that price, they will go across the street—and that is that.

Mr. MorToN: In this matter of the loss leader, consumer groups seem to
be quite concerned with the proposed legislation here, in that they think it
would have an adverse effect upon the consumer. Now, can you give any
comment in respect to the advantage or disadvantage of the loss leader practice
in respect to the consumer?

Mr. GILBERT: First of all, let us make it clear that we are not talking
about a legitimate sale, a normal sale, but rather a sale which is made as a
result of depressed merchandise. We are talking about predatory elements;
and in reply to your question as to the consumer interest, I might cite a case
from our files which deals with a store right here in Ottawa.

This store makes it a practice—and it is a common practice—to advertise
small appliances at a markup of two per cent. Obviously, this markup is far
from sufficient for them to recover their cost of doing business. But they have
earned the reputation of being a low-price house for small appliances.

Upon investigation we have discovered in following up one of their
advertisements that they also advertise in a quarter page a large upholstered
chair, and that the regular price of it is $118, I believe, and that they are
selling it for half price, namely, $59.50. That is a great attraction to the woman
who may be led to believe that everything in the store is being sold at a price
lower than she can purchase it at anywhere else. Yet upon investigation we
discovered that these upholstered chairs cost the retailer $28. Yet he had
advertised them as regularly $118, and he was offering them at less than
one-half price, namely, at $59.50.

This is a manner of approach which we find in some cases of loss leader
stores, and this is very positively not in the consumer’s interest; because Mrs.
Housewife might be misled through that sort of false trade practice into think-
ing that she could save herself $10, let us say, on a steam kettle or on an iron,
but then she is penalized on the other commodities. Yet she will believe that
everything in that store is low priced. Thus she is being victimized to that
extent.

So it is that in many cases across Canada these loss leader stores are
thus engaged in predatory practices, and they are building up merchandise
empires on the fiction that they are selling everything at a price below cost.
But obviously they are not. They are making their markup on other items.

I believe it is possibly for this reason that the reference is made in the
bill for the purpose of attracting customers to the store.

Mr. MorToN: Also in respect to this same thing, there is the matter of
new products, and unfair advertising practices which in such a case is an
extension of the loss leader. Could you make any further comments on unfair
advertising practices which are being carried on?

Mr. GILBerT: Unfair advertising practices are quite widely prevalent.
We have from time to time acquired considerable information along these
lines and filed it with the appropriate government departments.

You will see, for example, that an article will be advertised—a popular
nationally advertised brand, let us say, of steam kettles—at a ridiculous low
figure, even to the extent of deseribing the stock number, and the model as
being a 1959 or 1960 release. But upon investigation it will be discovered that
while the body of the kettle may have been produced by this maker, neverthe-
less the element is one that is not of that maker, but of an obscure variety.

There are other methods of false advertising, and they are far too many
for me to enumerate. However, I would refer to advertising of a so-called
regular suggested price which is fictitious; and that of the pre-ticketing
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practice which suggests an unrealistic price upon the item being advertised,
so that it may be offered at half price or lower, and it will falsely describe
the produce itself, sometimes as to quality, and sometimes as to the year of
its make, and sometimes in the manner of description.

Then, by a form of implementation some advertisements will carry the
name of four or five leading manufacturers, and below in the advertisement
they will list a number of appliances none of them identified as to manu-
facture, but obviously the customer will assume that they are products of the
companies which are listed in the corner of the advertisement.

Mr. MorTON: Another matter that is covered by the act is that of not
providing the services that sometimes are expected or which may be expected
in respect to certain items; and the act is giving the right here to the manu-
facturer to refuse to sell to someone who may not maintain that service. Can
you deal with the problem involved there?

Mr. GILBERT: You will hear considerable on this question of service, and
you will hear it said that people would sooner pay a lower price and eliminate
the service altogether. If I can buy an appliance wrapped up in a carton and
have it sent out to my home and take a chance that it is the kettle that I
bought, and not a steam iron, and that it will be in first class working order,
and that I know all about it; to some extent this is being done, and we are
concerned with the purchasing dollar.

But when it comes to the matter of service, this has been an area of very
great concern to well established retailers and to their distributors, and also to
the manufacturers. And here again we are discussing the independent trade,
and we are discussing the nationally advertised lines.

When a retailer fails to give a consumer or a customer any service what-
ever, or fails to deliver the proper measure of service, then the customer’s only
recourse is to the manufacturer. And since 1951 the manufacturer has had
absolutely no control over his distribution whatsoever, and he has had virtually
no control as to the outlets which are handling his products; and he has had
nothing to say whatsoever as to what amount of service is going to be rendered
by the retail outlet.

Consequently these products will find their way into the large scale dis-
count houses, and into the hands of gentlemen who employ predatory tactics,
and they are sold without service.

Consequently when the time comes that the product must be serviced, the
only recourse of the customer is to refer back to the manufacturer. He can
get very little satisfaction from the predatory element handling the product.
And service extends into other fields, for instance, into the development of a
floor polisher. Perhaps one of the items which has been of the greatest attrac-
tion to the price cutter has been the floor polisher. And do you realize how the
manufacturers of floor polishers have spent years and hundreds of thousands
of dollars in research?

They felt that here was a product that might be developed to the benefit
of the housewives of Canada; so they persisted in their work of research and
they developed a floor polisher. But there was nobody—no one knew anything
about that floor polisher; so they went to their established dealers right across
Canada and they said “Here is a new product. It is a floor polisher. Part of
the service which you are going to render to our company—as well as in
your own interest ultimately—is to acquaint as many of the public as possible
with this floor polisher, and you may do so even to the extent of renting it out
for 50 cents a week, in order to get it into the housewife’s home, and to make
her acquainted with the benefits of a floor polisher.”

So, right across Canada, month after month, the established dealers of this
manufacturer did a tremendous job of promotion and advertising and of creat-
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ing a demand for floor polishers; and when this job was virtually completed,
or completed to such a point that there was created a real demand for floor
polishers, they were marketed, and accompanied by an overall national adver-
tisement, and at that moment they became the greatest attraction to price
cutters. Yet those price cutters had done none of this service, and had performed
nothing in the way of introductory work to create the foundation for consumer
acceptance of this product.

So they sold the floor polisher at cost, and in many cases below their invoice
cost, so great was the public demand. The floor polishers would be thrown
into a corner of their store, and when people would call in and ask for this
particular polisher, they were told “There they are over there; help yourself,
and have it wrapped up, and out you go.”

But there was no service, and no comment, and it was questionable whether
the people selling them actually knew how to operate them. This is all in the
area of service, and it is largely for this reason that there is no encouragement
to manufacturers today to introduce new products, particularly in the electrical
appliance field. You will find there have been very few products introduced in
that field.

I have one in mind whose makers were most hesitant. But they finally
brought it out, I believe, a year and a half ago. However they were hesitant
because of the fear that it would become a loss leader item, and that they would
have no distribution, because the legitimate outlets will not handle loss leader
items any more; and it has a limited distribution right across the country for
the manufacturer. '

They are faced with the situation now that without distribution, there is
no mass sale, and without mass sales, there is no production. If they should
introduce this product, they were fearful that it would become a loss leader
item.

Mr. MorTON: You are still talking about not providing service?

Mr. GILBERT: No, this is another item, that of new products. Under market-
ing conditions since 1951 there has been no encouragement to manufacturers
to improve products or introduce improved products.

Mr. MorToN: What other disparging practices are there among these
predatory merchants that cut the value of goods?

Mr. GiLBerT: With reference to ‘“‘disparaging”, I think I can answer your
question: we released a little booklet last year in which we cited the case of a
General Electric television set which had been advertised by a dealer as a loss
leader, and at a price very close to cost, or even at a price possibly below cost.
But upon investigation it was discovered that this advertised item was nailed
to the floor. By that expression we mean that there was no intention on the part
of the retailer advertising the product to sell it, or to sell any of them.

We call it being nailed to the floor, because it is virtually impossible to
walk in off the street and to buy this item. And this refers to all types, and to
a degree to discourage the sale of a particular commodity, but to encourage
the sale of other items, the sale of other similar items of an obscure make, upon
which they have a long margin of profit.

I'n_ this particular case everything was wrong with the General Electric
te}evmon set. “Let me show you how it operates by comparison”, the salesman
w11} say; and he will turn on the C.G.E. set, and also turn on an obscure item
which is much higher price, an unknown product of a doubtful make.

On the set of the unknown product of doubtful make there will be a
w.onderful picture while the C.G.E. set is practically not working. But we
dlsc_:overed upon investigation that the unknown brand was hooked up to an
aerial, while the C.G.E. set was merely plugged into the wall outlet.
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That is how discouragement takes place with respect to the nationally
advertised product, and how it is discriminated against as compared to the
unknown product, which is promoted thereby with a view to the consumer’s
acceptance.

Mr. PickersGILL: Might I ask a supplementary question: could the witness
say whether the General Electric Company took any legal action to protect its
- good name in such a case?

Mr. GILBERT: Not wishing to become involved with names, I believe that
because of the general climate, and because of the general atmosphere of the
Combines Act, all manufacturers have been most hesitant in taking any action
whatever against unfair trade practices, much as they have disliked them.

Mr. MACDONNELL: You have been using the word “false”. I do not know
if it is the right word. Now you use the word “unfair”. Is there a distinction
between them?

Mr. GiLBERT: Well, we think that false is a common term which means
absolute, outright misrepresentation in sales or in advertising. There may be
a case where they will in fact sell a limited number of advertised items at
the advertised price, thereby creating the feeling of confidence on the part of
the consumer; yet it is not a realistic market. They are in fact selling few
of these items to satisfy thousands of people who have come into their store
only to be disappointed; and they will employ all kinds of techniques to sell
them other merchandise in the store; and we consider it to be unfair.

Mr. Batpwin: Would you suggest then that false representation would
be a more flagrant type of unfair trade practice?

Mr. GiLBERT: ‘That is right.

Mr. PickeRrsGILL: I wonder if the witness would define the word ‘“unfair
trade practice” as he uses it, because it is a very general term; and perhaps
explain to us, unfair to whom?

Mr. GILBERT: Well, a definition of the word “unfair” would comprise
numerous elements. But in the case of trade practices, we consider the word
“unfair” to apply to the person engaged in practices which are not recognized
assnormal or legitimate; practices—

Mr. CrResTOHL: Recognized by whom?

Mr. GILBERT: Generally recognized as normal or legitimate; practices
which are unfair in their treatment to the consumer, involving the various
elements we have discussed, misrepresentation, false advertising, disparage-
ment, unfair to competition, because the practices in which they are engaged
are intended substantially to lessen, or destroy, competition to their own
personal advantage.

Mr. PIcKERSGILL: I am particularly interested, sir, in unfairness to the
consumer. I wonder if the witness could tell us just in what respects these
things are unfair to consumers.

Mr. GiLBerT: I think there are many ways in which that question can be
answered. I think that to some extent I have covered the unfairness to the
consumer. But, first of all, let us put it this way. We have provided to the
Department of Justice documentary evidence where loss-leader selling in
some of the principal cities of Canada has concentrated. 66 per cent of the
distribution of this manufacturer, of one of his products, into the hands of
two price-cutting retailers.

This is the establishment of a retail monopoly, using as its methods the
possibilities enabled under section 34. The loss of distribution throughout
that province is a real and a serious inconvenience to the customer—to the
consumer.
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To come back to the question of price—

Mr. Batpwin: May I ask a supplementary question before the witness
goes on, supplementary to the one Mr. Pickersgill asked? If a customer pur-
chased a specialized article from a store under circumstances—and I now
quote from paragraph (d) of the bill, section 14—which indicated he might
reasonably expect to receive service for it, and he did not receive service,
would you regard that as unfair to the customer?

Mr. GILBERT: Yes, very definitely—positively.

Mr. WoorLLiams: I have a supplementary question in reference to the
question asked by Mr. Pickersgill, when he asked you in reference to the
term “unfair” and how it might affect the consumer. You gave an example
of one TV plugged in, without an aerial, and one TV plugged in with an aerial.

It is highly possible, it seems to me, that the consumer, the purchaser,
might be buying an inferior article under those circumstances.

Mr. GILBERT: Absolutely. I would also comment that the advertised
product is one the consumer is aware of for value, quality and service; and
when they attempt to make a purchase, they are sold something else, an
inferior product. For instance, transistor radios. Today transistor radios are
a pretty hot item, especially with teenagers.

Transistor radios may run anywhere from $39 to $79.50, to use some
rough figures. About a year ago I walked into a retail store, and he had a
beautiful transistor radio sitting on his desk. He said, “Dave, what shall I
sell this for?” I said, “It looks to me as though it is an imported item”. He
said, “Yes, it is”. I said, “I do not know what you paid for it. I think you
could get $32.50 for it”. He said, “I think I can get more than that. I can
sell this at $12.95 and take a full margin of profit”.

It was made in Japan. Here is your obscure merchandise. The retailer
can take a nationally advertised, publicly accepted transistor set, advertise it
at below cost, and he can sell ten of those sets. But he has hundreds of people
in his store to buy transistor sets, and he can turn around and say, “Here is a
set that is of equal quality and equal performance. You are getting a better
deal on this one”. And he can sell it to you for $29.50 and he has more than a
100 per cent mark-up. This is—

Mr. CReSTOHL: Where is the misrepresentation there?

Mr. GILBERT: There is no misrepresentation on it. The misrepresentation
occurs when he attracts the traffic to buy the branded line that has a tested
consumer acceptance, and sells them an inferior product.

We know by experience, in the case I am discussing, that on one hand the
made-in-Canada item gives satisfaction and long-term performance, whereas
the other, cheaper product, fails to satisfy the consumer.

Mr. CresTOHL: Is not the misrepresentation here that, say, they have 20
radios of that first type the witness described, knowing full well he may get
1,000 customers; he gets 1,000 customers and cannot supply them all, and the
balance that come in are induced to buy an inferior radio—is that not mis-
representation?

Mr. GILBERT: That is the whole purpose of loss leader advertising.

Mr. THOoMAS: Mr. Chairman, I have been very interested in this discussion
of loss leader selling. I wanted to raise the matter of these gasoline price wars
that arise from time to time in various sections of the country.

I wonder if the witness could give us the reasons for those, and the opinion
of the retail merchants association as to whether or not they are good, or bad.

The CHAIRMAN: Mr. Thomas, I would like to point out—and I would like
the feeling of the committee on this—that the automotive retailers’ association
is presenting a brief and will be here later on. Should that question be asked
of Mr. Gilbert, or should it wait?
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Mr. THOMAS: It deals with retailing, Mr. Chairman. The automotive trades
division may deal with parts.

Mr. GILBERT: Mr. Chairman, I would like to comment on the question. Our
short brief designates that we speak on behalf of the retail merchants’ asso-
ciation, the national automotive trades division, and to the best of our knowledge
we are the only national automotive trades division of dealers in Canada. They
are' a strong organization: it is organized provincially. We are very concerned
about the gasoline price war.

Mr. MARTIN (Essex East): Mr. Gilbert, you have been describing who you
were. Could you just go on to the heading? I just want to identify your position
and exactly whom you represent.

The heading of the brief is the retail merchants’ association of Canada.
There are a lot of wholesalers in this group, are there not?

Mr. GILBERT: That is right.

The CHAIRMAN: Mr. Martin, under “retail” they have listed there the
national foods—

Mr. MARTIN (Essex East): I see that.

Mr. GILBERT: Mr. Martin, if I may, I would like to explain—possibly it
has not been done; and I regret, once again being late this morning—how this
delegation is comprised. I believe that is your question.

We speak on behalf of the distributive trades advisory committee this
morning, which is a voluntary group, officially representative of the majority of
the important national retail and wholesale trade associations in Canada. This
distributive trades advisory committee was organized early in 1958, with its
first objective to work toward unity in opinion respecting legislation, to
appraise and assess the case of the industry in all retail and wholesale categories
from coast to coast in this country; and, after a final determination of the
views of this industry, to present, on a united front, the opinions of wholesaling
and retailing industry to government. .

1t is this body upon whose behalf I speak this morning, and these delegates
who have been identified through their various trade associations. At the
retail level, it represents the retail merchants’ association of Canada, of which
I happen to be the general manager; the national foods division of the retail
merchants’ association, which deals exclusively with our food retailers. It
would be difficult, Mr. Chairman, for me to give the membership of the other
associations; but I can certainly talk about our own, the retail merchants’
association of Canada.

We were organized in 1896, and granted a dominion charter in 1910, to
represent the independent retail interests of Canada. It is a voluntary, non-
profit organization, and to the best of my knowledge our membership today
across Canada stands at 25,000 progressive, independent retailers. Within this
figure is contained our national foods membership, which I would estimate at
approximately 5,000 food retailers across Canada. Within our over-all member-
ship is our national automotive trades division, whose membership across
Canada I would estimate at approximately 4,000.

Then we are also identified with the Canadian association of radio,
appliance and television dealers; the Canadian retail furniture dealers’ asso-
ciation; the Canadian jewellers association; the Canadian retail hardware
association; the Canadian pharmaceutical association.

At this retail level, although they are not part of this delegation or part
of the distributive trades advisory committee, in support of our views on
section 34 is the Canadian retail federation and the Canadian shoe retailers’
association.

That, gentlemen, gives you, to the best of my knowledge, a full line-up
of all the national retail organizations.
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Mr. MARTIN (Essex East): All that information is here in the brief that
you have presented; but it is a little confusing. First of all, the title of the
brief is “The retail merchants’ association of Canada”, and one would have
thought from that that one was going to hear only from the retail merchants;
but you represent both the retail merchants and some wholesalers?

Mr. GILBERT: We have made that clear in the opening two paragraphs of
the letter which we read.

Mr. MARTIN (Essex East): Yes.

Mr. GILBERT: We regret that it is on the letterhead of our association;
but, frankly, the work of this distributive trades advisory committee is
completely voluntary and it has, to some extent—and to a large extent—been
spearheaded by the R.M.A., gathering support everywhere we go throughout
the entire industry, which has brought about the formation of this voluntary
distributive trades advisory group.

Mr. MARTIN (Essex East): Many of the submissions you have made this
morning would not be supported by the retail merchants.

Mr. GiLBerT: I will answer your question by saying that the submissions
we have made this morning are supported by the vast majority of retail
merchants, large and small. d

Mr. RoBicHAUD: Mr. Chairman, on this very matter: can you advise the
committee if the maritime retail gasoline association belongs to your group?

Mr. GiLeerT: Not as such. We operate our own automotive trades division
right across Canada through our provincial retail merchants’ association offices,
and the automotive dealers in the maritime provinces hold direct membership
in our retail merchants’ association. They are not identified in any way with
the maritime automobile trade association.

Mr. RoBICHAUD: Are you aware that this group which I have mentioned
is definitely against the proposed amendment to section 34?

Mr. GILBERT: I am not aware of that—but it would amaze me.

Mr. THoMAS: Mr. Chairman, I wonder if we could have the discussion on
the question I asked.

The CHAIRMAN: Would you answer Mr. Thomas’ question, if you recall it.

Mr. GILBERT: Yes—about gasoline. Mr. Thomas, I should like to reply to
your question that, first of all, we have been most seriously concerned about
the gasoline price wars, particularly in the metropolitan Toronto area, where
I think they probably have been bigger and longer than anywhere else in
Canada——certainly last year.

Beyond any doubt whatever, the results of these gasoline wars have been
extremely harmful to the gasoline dealers, who can testify that, while their
volume of sales in some cases may have increased, their net profit has dwindled
perilously. Now, because of the nature of the laws that prevail, I believe it
is difficult for anyone other than the combines department itself, or the
restrictive trade practices commission, to put their finger on the true fault
and the real cause of these gasoline wars.

Mr. CrestoHL: I have a supplementary question. How is this adversely
affecting the consumer?

Mr. GILBerT: The consumer is, here again, being adversely affected. First
of all, they are gaining in the short-range, over-all picture by a lower price,
temporarily, on gasoline. But there are cases where they do not know what
kind of gasoline is going into their tank; and ultimately—and I have had
this information from other parts—because of the low quality gasoline that
is being pumped into their thanks, they are faced with a major overhaul job
which is far more costly than the penny savings they have made through the
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gasoline price war: plus the fact that as distributors are forced to leave the
scene, the convenience disappears; plus the fact that during a price war, try
to get any service. Go in and buy a chamois, and spend $1.95 for it, so that
you can clean your own windows. Pull up at these pumps during a gasoline
war: they have not time to check your oil or anything else. Well, they might
check your oil, because they get full mark-up on that. But you do not get
service.

Mr. CresToHL: Would you not say that gasoline that so seriously affects
your motor should be taken off the market altogether?

Mr. GILBerT: It should be standardized and identified.

Mr. CResTOHL: But once it is on the market, it is of the best Canadian
standard?

Mr. GILBERT: Supposedly—not necessarily.

Mr. THomAs: May I say there, Mr. Chairman, that if Mr. Gilbert could
show us where these gasoline wars are harmful to the economy, then I think
we are safe in assuming that anything which is harmful to the economy is
bad for the consumer and for everybody else.

Mr. GILBERT: Gasoline wars, like any other price wars, are harmful to
the economy and the over-all picture. We are using a product here because
of its nature of distribution, the elements of which differ from those of other
products’ distribution.

On the other hand, it seriously affects the economy when it puts people
out of business; and obviously a prolonged gasoline war is ruinous to many
of the independent dealers. These people are employees of people: they
have anywhere from three, five, seven to 12 people employed on their service
stations. When they go under because they cannot sell gasoline at a loss, or
they require a margin of profit on their sales in order to arrive at a net profit
on a balance of the year—if they fail; if they go out of the picture, as hundreds
and thousands of them are doing across the country, is this not seriously
affecting the. economy of the country?

Where do these employees go for their next job? Why are there so many
mobile employees in the automotive industry today? That is part of the
answer—it comes from unfair, unjustified, vicious price cutting.

Mr. CRESTOHL: What would be fair competitive practice, in those circum-
stances? Is that not fair, open competition?

Mr. GILBERT: Certainly it is open competition; and if the economies which
are being offered to the public can be justified in terms of efficiency, we say,
God bless them; give them. cheaper prices. We have the innovation today
of the self-serve stations with three, four, five and six gasoline pumps, where
you can drive up, pour your own gas and save three cents. If that is going
to be the new type of distribution, go ahead. The dealers might as well close
their stations today. We may move faster that way: but let us bring greater
efficiency within the business, and let us keep it fair.

Mr. BENIDICKSON: On this question raised by Mr. Thomas, I think Mr.
Gilbert has probably advanced a good suggestion there, that we should inquire,
as to what information is required in the unfair trade practices, of the govern-
ment itself. But, as I recall it, there has been a suggestion that some of the
supplies of gasoline have actually been provided by those who have spent
millions of dollars in connection with national advertising of the best known
gas brands, with the result that they have in fact supplied dealers—that is,
their traditional dealers—with brands to create this price war.

Are the members of the retail merchants’ association who belong to the
national automotive trades division satisfied that these big refineries who have
nationally advertised brands, upon which they spend millions of dollars, have
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not contributed in some way to this difficulty that you say is resulting for the
individual station owner?

Mr. GILBERT: Mr. Benidickson, it is because of the very nature of the
situation that I made my earlier statement, that the over-all investigation, in
order to arrive at the facts of the matter, should properly be vested, in my
opinion, in the restrictive trade practices commission and the combines in-
vestigation department. We hear numerous reports as to what is causing the
gasoline war, what is contributing to it, and I can verify statements along the
lines that you have just made. As the retail merchants’ association say—or
any other trade association—we are not a branch of the R.C.M.P. We have
our functions as trade associations to perform, and we have to go about them
in the hope that the laws of the country are right and are such—

Mr. BENDICKSON: We hope you do not become a branch of the R.C.M.P.

Mr. GiLBERT: I hope so too.

The CHAIRMAN: Mr. Benidickson, is your question quite in order to Mr.
Gilbert? After all, that question—

Mr. BENIDICKSON: My point was this, that I thought there was an anomaly;
that we initiated our discussion this morning on a basic presentation that there
was harm being done in the retail business because certain products which
had been exposed to a substantial campaign of national advertising needed
correction; that there was harm that needed correction.

Also, there was a suggestion that the retail merchants had the support of
manufactures in the presentation of this brief. I was just pointing to the
fact that this seems to be an anomaly, in that I have understood that the
manufacturers of these nationally advertised brands have actually entered into
some conduct that has been complained about by retailers, in that it is sug-
gested that in many cases they are responsible for the gasoline price war.

The CHAIRMAN: The Canadian manufacturers’ association would, I think,
probably be the proper people to whom you should direct your question.

Mr. PICKERSGILL: Mr. Chairman, I should like to put a question to the
witness. I would like to ask the witness if he regards any competition in prices
as a price war?

Mr. GiLBerT: Not based on the true elements of true competition.

Mr. PickeRsGILL: Would the witness define what he means by the “true
elements of competition”.

Mr. GiLBerT: Lower prices brought about by greater efficiency in business,
new merchandising techniques and new merchandising innovations.

Mr. PickersGILL: And does the witness think that the parliament of
Canada should make laws to determine what these things are; or should it be
left to the free play of the economy?

Mr. GiLBerT: I just do not quite get the question.

Mr. PickeERsGILL: The witness said that competition in prices should be
determined by greater efficiency, and by certain other criteria that I do not
exactly remember.

Does the witness think those criteria should be laid down under the
law made by the parliament of Canada; or does he think this could safely
be left to the free play of a competitive economy?

Mr. GILBERT: I believe that the laws of the country should be such that
they preserve the free enterprise principle in Canada, and that they regulate
any trend or tendency toward unfair or dishonest trade practices.

Mr. PickersGILL: What I am trying to get at, Mr. Chairman, is tl-us I
think the witness perhaps does not see what I am trying to get at. Does he
think free enterprise includes freedom to set your price?

Mr. GiLBERT: Freedom of the individual.
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Mr. PICKERSGILL: Yes, of the individual merchant to set his price. Does he
think free enterprise includes that?

Mr. GIiLBERT: I would like to explain our philosophy on this thing. We
feel that if a manufacturer has manufactured a product which is sitting in
his warehouse and the ownership of that product is vested in that manu-
facturer, so long as that is the situation then that manufacturer should have
the right to sell the product to whom he pleases and in accordance with the
terms of his wish. Having sold the product to a retailer—or a quantity of
these products—we say that it is the right of that retailer to sell those products
at any price he may elect—he can even give them away if he wants to go
that far—but there should be no law requiring the manufacturer to sell to
the retailer a second order of goods if that retailer’s merchandizing practices
have disrupted the manufacturer’s system of distribution.

Mr. BaLpwin: I have a supplementary question. Do I take it that you
feel the law should be such that it permits a greater measure of competition
without having too much government control.

Mr. GILBERT: In the broad principle, that is it.

Mr. MARTIN (Essex East): Then whatever control would be provided
would be provided not by the government but by the industry itself?

Mr. GiLBERT: I think the answer to your question is found in the pro-
visions of the bill itself.

Mr. MARTIN (Essexr East): I am asking what you feel?

Mr. GiLBERT: That is our feeling. I would like to get back to the question
about gasoline—

Mr. MARTIN (Essex East): No.
Mr. GiLBERT: It is tied in with the same question.
Mr. MARTIN (Essex East): This is the fundamental point.

Mr. GiLBErT: We feel that some onus of responsibility for marketing
policies must be placed at the doorstep of the manufacturer. That ties in with
the case of the oil companies. We believe bill C-58 in its provisions amend-
ing section 34, is a step in the right direction.

Mr. MARTIN (Essex East): What you really believe in is a system of law
not sponsored by government but by the particular industry concerned.

Mr. GILBERT: No sir. That is too all embracing a statement. We feel the
onus of responsibility in that should be shared by the manufacturer. We also
feel, however, that the laws of Canada should be adequate in providing against

monopolies, mergers, combines, and in the general legislation necessary in
the field of merchandising.

Mr. MARTIN (Essex East): What the witness said, as I understood it, was
that a manufacturer should be free to discipline any retailer whom he thought
had misrepresented his products. Is that a fair statement of the witness’s
position?

The CHAIRMAN: He did not say that.

Mr. GILBERT: I did not say that.

Mr. MARTIN (Essex East): Would the witness state what powers he does

think a manufacturer should have to discipline a retailer by refusing to sell
to him?

Mr. GiLBerT: My statement was that it was our opinion there should
be no law in Canada which would force the manufacturer to sell a second order
of goods to that retailer if the retailer’s methods of merchandizing were
disrupting the manufacturer’s system of distribution.
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Mr. MarTIN (Essex East): What does the witness mean by disrupting
the manufacturer’s system?

Mr. GILBERT: By engaging in the unfair, unethical and dishonest prac-
tices intended to be remedied by the bill.

Mr. CrResTOHL: And not sell at the prices suggested by the manufacturer.

Mr. GILBERT: At no time have we discussed retail price maintenance.

Mr. HowaRrD: It seems there is some conflict. I understood Mr. Gilbert to
say that a retailer could sell whatever products he had in his store at what-
ever price he liked, or in fact, give them away if he desired. Is this generally
correct, as I grasp it from your answer.

Mr. GILBERT: There is a simple reason for that. It would be impossible
to prevent it. It is absolutely impossible to prevent it.

Mr. HowaRrp: At the same time you ask for the repeal of section 34
and for the return to the manufacturer of the right to direct his marketing
policies. I think there is a conflict.

Mr. GiLBerT: No. We are asking for the repeal of section 34. We, in
the industry, feel this is a phenomenal solution to marketing practices which
are not in the public interest; but we are not advocating a system of resale
price maintenance. We say that by the repeal of section 34 you place the
onus of responsibility upon the manufacturer for his system of distribution.
Retailers, wholesalers and distributors are going to determine at that point
whether the manufacturer’s marketing policy is the policy that is satisfactory
to him and whether his products are the ones they wish to sell. Obviously,
without repeal of section 34, the manufacturer is not in a position to pre-
vent the retailer selling his goods at any price. That is what we are advo-
cating; that there should not be a law which prevents that manufacturer from
discontinuing supplies if the practices of the retailer are unfair, dishonest and
not in the public interest.

Mr. MARTIN (Essex East): You are advocating a system of law which
emanates not from the government but from the industry. That is what you
are advocating.

Mr. GiLBERT: No sir. What the government controls is adequately set forth.

Mr. PICKERSGILL: Several times the witness has used the phrase ‘“the onus
of responsibility should be on the manufacturer’”. Could he explain in very

simple language what he means. Does he mean the manufacturer should have
control?

Mr. GILBERT: I mean that right now the manufacturer is put in the posi-
tion by section 34 that he can accept no responsibility for what happens to
his products in the market place, and we feel some provision must be made
whereby the manufacturer can be held responsible for his marketing policies.
For instance, we all have heard of Honest Ed. There are those who are engag-
ing in some of these practices. Let us take the sale of Prestone. The principal
cities of Canada are viciously attacked price-wise at the time of year when
there is a big commercial demand for winterizing automobiles, These fantastic
and unrealistic prices are advertized in full-page advertisements in the daily
press. This creates in the consumer’s mind an unrealistic and false price in
relation to the true value of that product. Obviously those few who are
engaged in this practice have no desire to supply the nation with Prestone;
but they are going to use it as a loss leader to attract these people to their
stores. The thousands of people who handle this product in service stations
and hardware stores—or wherever it may be purchased—obviously cannot
purchase this product for the price at which it is being advertised or at the
fictitious price which is now created in the consumer’s mind. The obvious thing
for the dealer to do is to go back to the maker of this product—the manufac-




82 STANDING COMMITTEE

turer—and say: ‘“What is your responsibility? How can you sell this product
so that it can be merchandized by a few at a price which is less than the price
of the ingredients—the raw materials—which go into it, whereas your price
to us is so high that we cannot compete and may have to discontinue handling
it, to the inconvenience of all our customers in this marketing area?” The
manufacturer is then in the position, by virtue of section 34, to say he can
accept no responsibility for the marketing of the product after it leaves him.
We feel that some measure of responsibility should be restored to the manu-
facturer whereby he can direct his marketing policy.
The CHAIRMAN: Mr. McIntosh has been waiting.

Mr. McINTosH: Mr. Chairman, before I ask my question might I suggest
that, rather than having one or two members ask all the questions, you take

notice of those around the table who have been trying to ask a question for
the last twenty minutes.

The CHAIRMAN: That is right, I am in error. I am trying to get along with
these people.

Mr. McInTosH: I was going to ask Mr. Gilbert if he would consider it an
unfair practice where an appliance dealer advertises appliances at cost, and
when the customer comes into the store will not take cash for the article but
wants the customer to take the article on the longest terms possible and there-

fore make his profit on the paper—the interest—he is going to carry. Have
there been any instances of that?

Mr. GILBERT: Yes.

Mr. McInTosH: That is why you say you want the control in the manufac-
turer, so that he can refuse that type of retailer additional merchandize with
which to do the same thing.

Mr. GILBERT: That is right. That is an undesirable practice in the interest
of the consumer.

Mr. CRESTOHL: It is not an unfair practice.

Mr. GILBERT: It is unfair in so far as it is using the manufacturer’s product
as a gimmick to attract people to the store.

Mr. McInTosH: The law does not prohibit that.

Mr. GILBERT: No. The law provides that the manufacturer cannot restrict,
restrain or refuse supplies to any people engaged in that practice.

Mr. AIRKEN: You have pointed out the danger of loss leader selling, and
some other points, and have pointed out the danger of outright resale price
maintenance. Would you say that the provisions of this bill would provide a

reasonable balance between the two points of view and bring some balance
into the whole problem?

Mr. GILBERT: We believe that the provisions of the bill are a forward step
and certainly that it will—to use your own words—bring about a balance in
the system of distribution which is in the interest of the retail and wholesale
industry, as much as the consumers’ interest. There is nothing in this bill, in

our interpretation of it and the interpretation of those with whom we have
consulted, which permits resale price maintenance.

Mr. A1KEN: You would prefer to see a bill which goes the whole way, and
abolish this section; but as an alternative do you agree this is a step towards
a balance in the two points of view.

Mr. GILBERT: It is for that reason we are in 100 per cent agreement with
the provisions of bill C-58.

Mr. WoorLiams: I would like to come back to a question asked by Mr.
Pickersgill in which he asked was the witness asking that the manufacturer
discipline the retailer. I think what you are asking really is that the law disci-
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pline the retailers who are carrying on unfair and unusual competition. You
are not asking the manufacturers to discipline the retailers, but are asking
the law to discipline them in reference to unfair competition, just like we
have laws in reference to the morals of society.

Mr. GILBERT: Yes. We believe that by transferring section 412 from the
Criminal Code to the Combines Investigation Act that the law is there and
is now going to be more enforceable than heretofore, and that it will deal with
the most undersirable and most unfair practices.

Mr. RYNARD: Mr. Chairman, surely the manufacturer has the right to
protect the product he is selling and to see that it gets the proper service from
the retailer who handles it. I think it is as simple as that. If that product
is going out and is not getting the service it requires, certainly the customer
is being gypped.

Mr. GILBERT: We agree.

Mr. PicKERSGILL: On several occasions the witness referred to products
of an obscure nature and rather suggested in a good many cases that known
and nationally advertized products were being advertized by retailers, not
with the intention of selling them but by being—I think-this was the phrase
used—nailed to the floor, and just there to be used as a cloak for switching
the customers interest to the other product. Does the witness think that there
should be any discrimination of any kind between what he calls an article
of obscure make and a nationally known article.

Mr. GILBERT: I do not quite know to what you refer when you say dis-
crimination between. However, we know the situation is this, that in some
lines where you have products of excellence manufactured in Canada they
are bait for the loss leader specialists. The predatory retailers all over this
country are searching abroad for lines which they can bring into their store,
which are unidentified lines and comparatively unknown things which appear
to compare with the item manufactured in Canada which they are unable
to merchandize profitably. This is the area in which the situation under
section 34 has been seriously affecting the economy of Canada.

The CHAIRMAN: Mr. Crowder of the wholesalers council would like to
make a few remarks.

Mr. McILrarTH: We are not dispensing with the other witness.
The CHAalRMAN: No.
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