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ORDER OF REFERENCE

s i, House or CoMMONS,

Fripay, June 14, 1935..

 Resolved,—That Bill No. 98, An Act to provide for the Constitution and
Powers of the Canadian Grain Board be referred to a Special Committee
~ consisting of Messrs. Bennett, Gobeil, Lucas, Perley (Qu’Appelle), Porteous,
~ Ralston, Stewart (Edmonton West), Vallance and Willis, with power to send
~ for persons, papers and records, and to report from time to time.

e Attest:

ARTHUR BEAUCHESNE,
Clerk of the House.




The Specml Committee on Blll No. 98, Ca,nadlan G
leave to present 1ts First Report as follow5'

day Proceedings and Evidence, 800 copies in Enghsh and 25&1 (
‘and that Standing Order 64 be suspended in relation thereto

Also that leave be given to sit while the House is sxttdng
All of which is respectfully submitted.




MINUTES OF PROCEEDINGS
House or CoMMONS,
Tuesday, June 18, 1935.

\

The méeting came to ofdé;' at 10.30 a.m.

- Members present:—Messrs. Bennett, Gobeﬂ Lucas, Perley, Porteous,
Ralston, Stewart, Vallance, Willis.

B T ineit was blected dhdinwian:

- Discussion took place as to procedure and evidence and mterests desu-mg
- to make representations on the bill.

Mr. Isaac Pltblado K.C., appeared and stated the Winnipeg Grain
Exchange and some grain dealers wished to make representations.

¢ Wy r. Mackenzie, M.P. (Vancouver Centre) asked that the Vancouver Grain
b i) Exchange and other interests from British Columbia be permitted to address

- the committee.

e It was agreed that these interests should be heard at the next or subsequent

- meetings, on the appropriate clauses of the bill.

Mr. Ralston read and filed a statement of information he required produced.
Decision as to production was deferred.

‘Meeting adjourned till Thursday, June 20 at 10.30 a.m. G

A. A. FRASER,
Clerk of Committee.







MINUTES OF EVIDENCE

HouseE or CoMMONS,
June 18, 1935.

The special committee on Bill 98, an Act to provide for the Constitution
and Powers of the Canada Grain Board, met at 10.30 a.m.

Right Hon. Mr. BexxerT: Gentlemen, pursuant to the notice I gave in the
House yesterday, and as the convenor of the committee, notice has been sent
to all the members of the select committee to which was referred Bill number
98. The first business is the election of the chairman.

Moved by Mr. Willis, seconded by Mr. Gobeil, that Mr. Bennett be chair-
man.— (Agreed).

The CralRMAN: Gentlemen, will you come to order. Bill number 98 which
has been referred to this committee will be taken up section by section, I assume.
It may be that there are those who desire to be heard before the committee with
respect to various sections of the bill; if they so desire it might be well for them
to state that fact, and we will make arrangements accordingly. If there is
anyone present who desires to represent any interests we should be glad to know
their wishes.

Isaac Prrsravo, K.C. (Winnipeg) : Mr. Chairman, I represent the Winnipeg
Grain Exchange, and I can say to members of the committee that the Exchange
would like to make some presentation, and I think, also some of the grain dealers
might wish to make a presentation to the committee if the committee is willing
to hear them.

The CHarrMAN: Then I take it that you are willing that Mr. Pitblado
should represent the Winnipeg Grain Exchange.

Mr. Prrerapo: I am not suggesting that; if witnesses appear they will be
members of the Exchange.

The CaAmRMAN: We cannot hear them all, Mr. Pitblado.

Mr. PirBrapo: No. I am not suggesting that. Certain representatives—
I think, perhaps, the president of the Exchange, will make a presentation on
behalf of the Exchange. I think he would like to make a statement, and I
think some of the grain dealers would like to appear.

The CaAtRMAN: As distinguished from the Exchange?

Mr. PirBrAapo: They may have different individual views, Mr. Chairman;
that is, the Exchange as an exchange would make a presentation, and I think,
then, some others might like to make a presentation because they comprise a
very large number; and that is what I submit to the chairman.

The CuamrMAN: What is your will, gentlemen? Is it “that the Grain
Exchange be heard through its president at the appropriate time?

Mr. Wirwis: I think the Grain Exchange should be heard. (Agreed).

The CuaarMaN: It may be noted that the president of the Grain Exchange
will appear at a time that will be agreed upon to present the views of the Grain
Exchange. With respect to the grain dealers, it seems to me there has to be
some limitation placed upon the numbers.

Mr. PrrBrapo: I think that can be arranged. There is no desire that there
should be repetition. That is one of the things I would like to say now—that
certain representative gentlemen will appear before you—I cannot say how
many, but the number will be limited to as few as possible.
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The CuAmrMAN: That can stand for the moment.

Hon. Mr. Mackenzie: Mr. Chairman, there are two gentlemen from British
Columbia who desire to be heard—Robert McKee, representing the Vancouver
Grain Exchange, and Stanley McKeen, M.L.A., representing interests of Van-
couver as a port generally and certain interests on behalf of the people of British
Columbia. I do not know what the representations will be, but those gentlemen
will be here tomorrow morning. '

The CuarMAN: Do you know any more about them than that?

‘Hon. Mr. Mackenzie: I think they represent the port of Vancouver and
gsome people from the interior of British Columbia.

The Cuamrman: That matter can be arranged later. We will take this bill
up section by section, and at the appropriate section those who desire to make
representations can do so. 1 fancy that will be the correct course.

Mr. PrrBLapo: I think our representations, if 1T am permitted to suggest,
will be general on the whole bill. ! ;

The CramrMaN: That will be section 3, probably, “There shall be a board
to be known as The Canadian Grain Board . . .”

Mr. PrrBLavo: I do not suppose you, sir, would want to limit the laymen
in any presentation they had to make on any particular section?

The Cuamman: No; but, Mr. Pitblado, it is quite essential that we should
direct their attention to this bill. This bill is what has been referred to this
committee—not something else—and section 3 of the bill creates a grain board,
and the Winnipeg Grain Exchange holds views in opposition to the ecreation
of that board. They sent me a typewritten memorandum, I think—perhaps it
was the Board of Trade—but I think they desired to make a presentation.

Mr. PrrBrapo: I do not think the Exchange sent you anything.

The CuAmrrMAN: Who is Mr. Gilliat? :

Mr. PrrBrapo: He is secretary of the Winnipeg Board of Trade.

The CraamrMaN: That is where the representations came from.

Mr. PrtBrapo: He has nothing t¢ do with the Winnipeg Grain Exchange.

The CHARMAN: Are there any others who desire to be heard as represent-
ing any interests that are affected? Now, Mr. Pitblado, when will your people
be prepared to make their representations?

Mr. PrrBrLapo: They are desirous of doing so as early as possible, but the
difficulty to doing so is that they did not see this bill—I never saw the bill until
Friday of last week. It is not a matter that can be prepared in a hurry; they do
require still a little time to complete their presentation; but we are in the hands
of the committee in that respect. We would like a little more time for
preparation.

The CramrMAN: What do you suggest?

Mr. Prrerapo: I think that we will require at least a couple of days.

The CramrMaN: Would Thursday at 10.30 suit you?

Mr. PrreLapo: The time is pretty short, that is all I can say, from what
I know of it. I think we really would like a couple of days for preparation
instead of one day and to-day. We have to communicate with Winnipeg. We
have to get a lot of information from Winnipeg, and it is very difficult over the
long distance telephone to get the information we want. To come here unprepar-
ed would not be very useful to the committee. I would rather sit on Friday.

The CuARMAN: Are there any of the grain dealers here?

Mr. Prterapo: Some of them; but they are in the same position. They
jumped on the train and they are getting information from Winnipeg.

The CramrmaN: Are the Vancouver people here?
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Hon. Mr. Mackenzie: They will be here tomorrow morning. I think they
will be prepared to go on any time.
~ The Cuamrumax: That is after tomorrow?

Hon. Mr. MackenNzie: Possibly tomorrow.

The CuamMan: Had we better adjourn until tomorrow? Mr. Mackenzie
thinks that possibly the two representatives from British Columbia could then
be heard, and we will take the second section of the bill and go down to the
third section, then we will hear them. Would that be satisfactory?

Hon. Mr. Raustox: Could we make it plain now so that we would know
whether we are sitting on Thursday?

The CHARMAN: I am trying to find out if. there is anybody ready to go on
tomorrow or Thursday, and Mr. Mackenzie thinks—

Hon. Mr. Mackexzie: I have no assurance, hut I presume they will be
ready.

The CuamrMan: Would you sooner take Thursday?

‘Hon. Mr. Mackenzie: Possibly Thursday.

Mr. Wirpis: Thursday and Friday.

Mr. PrrBrapo: If we have anybody ready by Thursday we will try to
facilitate the committee by then.

The Cuamvan: Is there anything further to be said with respect to this
matter?

Hon. Mr. Rauston: Mr. Chairman, at some time I would like—and I think
some other members of the committee would like—to have information with
regard to the operations of the Canadian Co-Operative Wheat Producers’ Limited,
the operations of which are to be taken over under section 7-B. I am mentioning
them now in order that we may save time. The matter could wait until that
section comes up.

The CrHarMAN: Quite so.

Hon. Mr. Raustox: I have prepared a memorandum of the information
which I think the committee should have. It occurred to me that it is quite
possible that the information might be submitted by memorandum rather than
by witnesses. I am not concerned, because I am informed that the government,
either directly or through the Canadian Co-Operative Wheat Producers’ Limited,
will have the information on hand, and I prepared a memorandum of the
information desired which I will read to the committee and which I will file with
the secretary.

The CrAmrMAN: You might file it.

Hon. Mr. Rauston: “Copies and particulars of all guarantees given to the
banks from January 1, 1931, up to May 31, 1935, whether in writing or verbal.”

The CuairmaN: Those are already filed in the Banking and Commerce
committee up until 1934.

Hon. Mr. Rarston: I have a recollection that those were the orders in
couneil.

The Cuaamrman: That constitutes the guarantee.

Hon. Mr. Rauston: I thought there must be some communication with
the bank.

The Caamman: It was all covered by order in council prepared by Mr.
Ross and Mr. Rogers. Sometimes there was a delay in getting it done, but
there was always an order in council.

Hon. Mr. Rarston: I am speaking of the communication between the

government and the bank in implementation and pursuant to the authority of
the order in counecil.
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The CrarmaN: That is a matter of documents.

Hon. Mr. RaLston: What T am asking for is copies and particulars of all
guarantees given to the banks as distinet from the orders in council which,
I presume, are the foundation of those guarantees.

The CHamryax: The banks received the orders in council as a guarantee.
Hon. Mr. Ratston: And did no letter accompany them at all.
The CuarMAaN: There may be a letter transmitting them.

Hon. Mr. Ratstox: Yes. I think I have in mind that somebody contended
that orders in council without communication and intimation that they were
to be depended on were not guarantees in the proper sense. They do not
constitute a guarantee. The members of the committee who are associated
with me would like to have:—

Particulars of instructions or communications, verbal or written,
to the banks or the Canadian Co-Operative Wheat Producers’ Limited,
or to Mr. McFarland, indicating any limitation in money or quantity
of wheat to be covered or dealt with under any of such guarantees.

It is apparent that the orders in council do not contain any limitation and
the information asked for there is whether there were instructions either in
writing or verbally to the banks or te Mr. McFarland intimating that this
guarantee was to cover only so many bushels or so many dollars.

Amount of wheat as of July 31st, 1931, for which Canadian Co-Opera-
tive Wheat Producers Limited had become responsible, with average
cost per bushel as of that date.

That is to say, it is apparent that the Orders in Council do not contain
any limitation of the information asked for as to whether there are instruetions
either in writing or verbal to the banks or to Mr. McFarland intimating that
this guarantee was only to cover so many bushels or so many dollars.

Amount of wheat disposed of by Canadian Co-Operative Wheat
Producers Limited each month between August 1st, 1931, and June 1st,
1932, with the amount on hand at the end of each month and price of
nearest future at end of each month.

Amount of wheat acquired or disposed of during each month, week
or day as indicated below, by Canadian Co-Operative Wheat Producers
Limited, with the amount on hand and price of nearest future, at end of
each month, week or day as the case may be:—

June 1st, 1932 Nov. 1st, 1933

to By months to By months
December 31st, 1932 | Marv. 1st, 1934
December 31st, 1932 Mar. 1st, 1934 1

to By weeks to f By weeks
November 1st, 1933 Aug. 31st. 1934
Week ending July ) August 31st, 1934 ]

By days to By months

22nd, 1933 May 31st, 1935

Approximate average cost per bushel of all wheat being carried by
Canadian Co-operative Wheat Producers Limited as at

May 1, 1933 May 1, 1935
July 1, 1933 May 31, 1935

May 1, 1934
July 1, 1934
Oct. 1, 1934
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Approximate average cost per‘ bushel of all wheat acquired by Canadian
Co-Operative Wheat Producers Limited, after July 31st, 1931, and being carried
as at 4 1

May 1, 1933 May 1, 1935
July 1, 1933 May 31, 1935
May 1, 1934 ;

July 1, 1934

Oct. 1, 1934

Approximate average cost per bushel of old Pool wheat being carried by
Canadian Co-Operative Wheat Producers Limited, as at

May 1, 1933 May 1, 1935
July 1, 1933 May 31, 1935
May 1, 1934
July 1, 1934
Oct. 1, 1934

Amount of total liability of Canadian Co-Operative Wheat Producers
Limited, as guaranteed by Canadian Government to banks as of ;

July 31, 1931 Aug. 1, 1933
Aug. 31, 1931 Aug. 31, 1933
Dee. 31, 1931 Sept. 30, 1933
July 1, 1932 Oct. 31, 1933
Dec. 31, 1932 . Nov. 30, 1933
May 1, 1933 Dec. 31, 1933
June 1, 1933 Jan. 31, 1934
July 1, 1933 Feb. 28, 1934
July 14, 1933 Mar. 31, 1934
July 16, 1933 Apr. 30, 1934
July 17, 1933 May 31, 1934
July 18, 1933 June 30, 1934
July 19, 1933 July 31, 1934
July 20, 1933 Aug. 31, 1934
July 21, 1933 Oct. 1, 1934
July 22, 1933 Deec. 31, 1934

May 31, 1935

The Caamyan:. Well, we do not propose to give all the information, I say
at once; we would be here all summer. We are not here to investigate that. The
opportunity was afforded the members to inquire into that the early part of
the session if they so desired. We shall offer such information as may be
necessary to afford this committee the opportunity to determine, whether or
not, under the provisions of the section dealing with the taking over of this
property, a clear appreciation of what is involved.

Hon. Mr. Ratstox: To have a clear appreciation of what is involved the
information just asked for here is necessary. And I want to say to you that I
do not think there is any difficulty, or there will be any difficulty whatever in
a very short time furnishing this information, if the government have the records.

The Cuamymax: We have not, and never have had the records.

Hon. Mr. Rarston: That means simply that the government have been
allowing those operations to go on without supervision of the acquisition of the
wheat and the liabilities involved.

The CualrMaN: They received reports from the auditors, Peat, Marwick,
Mitchell and Company and from the chairman of the lending banks, and these
reports are available.

Hon. Mr. Rarston: I am asking here, generally speaking, for reports of
operations for a monthly period.

The Cuamman: No, daily.
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Hon. Mr. Rarston: One week daily only.

The Crarman: The limitation of one week daily makes it easier to supply
~ the information, but we have not the records here. All we receive is the daily,
report of the chairman of the lending banks, which indicates the extent of the
dealings and the extent of the quantity carried. These are available, as they
have been received from the auditors, Peat, Marwick, Mitchell and Company,
_and from the chairman of the lending banks.

Hon. Mr. Ravston: Where do we get the particulars?

The Cuamrman: They would have to come from Winnipeg.

Hon. Mr. Rarston: Would there be any difficulty about that?

The CHARMAN: There may be. Mr. McFarland is in bed and has been
for three weeks. The doctors say he cannot be up before the end of the week.
. Those facts would have been available in an investigation of this business in
the last four or five years. This is an investigation of what is to be taken over
by the Grain Board constituted by section 3.

Hon. Mr. Ravston: I understand that, exactly.

The Cramrmax: What the liability assumed is and what the number of
bushels are; but the investigation before the Banking and Commerce Committee
a year ago covered practically the same field as you are covering now in your
memorandum with the exception that the committee decided they would not
give the amount involved or the number of bushels.

Hon. Mr. RaLstox: At the suggestion of the Minister of Finance.

The CuAmrMAN: No, not so; not true, that.

Hon. Mr. Rauston: I beg your pardon; the record says that.

The CuHAIRMAN: The record does not say it was his suggestion.

Hon. Mr. Ravustox: I will let the record speak for itself.

The CHarMAN: I think it would be much better if it did. Then, there were
others who were present there. He did not make any such suggestion. It is
unworthy to make such a statement.

Hon. Mr. Ravstox: T beg your pardon.

The CuAmrMAN: I say it is an unworthy statement.

Hon. Mr. Rarstox: I will let the record speak for itself. It may be the
Chairman who made the suggestion, one or the other.

The CuamMaN: It is another thing altogether to say the chairman said it
and to say it was said by the Minister.

Hon. Mr. Rawston: It 1s quite sufficient for me.

Hon. Mr. StewarT: Surely, we have arrived at a stage in the proceedings
of the operations of this Co-operative Wheat Producers Limited where we are
entitled to have information with respect to their dealing.

The CramRMAN: You may, in the proper place and at the proper time,
before a committee of the House of Commons. This committee has had this bill
referred to it. The Agrieulture Committee or the Banking and Commerce Com-
mittee has been available to supply that information. .

Hon. Mr. Stewart: This bill has not been proceeded with before. It was
introduced and allowed to remain lying there; no one knew what the contents
of it were to be.

The CuamrMmax: To establish a Grain Board.

Hon. Mr. Stewart: Which may mean much or little, and apparently it
means much.

The CuArMAN: There is nothing difficult in it.

Hon. Mr. Stewartr: Let us clearly understand the situation. We are only
goi}r:g to be given such information as the committee in it wisdom allows us
to have.

[}
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The Cuamrmaxn: No; whatever is necessary for the purpose of enabling this
committee to deal with the provisions of this Section; namely the turning over
to the Board of the business of the Canadian Co-operative Wheat Producers
Limited with the bushelage and the liability that is involved. But that does not
involve the question of the examination of the operations from the date they
came into being. That is a matter that might have been begun at any time
during this session.

Hon. Mr. RaLston: Take it over as a pig in a poke, white-wash the situa-
tion and leave it for examination afterwards.

The Cuamman: If that is the attitude from which the hon. gentleman
approaches it, we will approach it from that attitude as well. He has filed his
statement; that is all, nothing more to be said.

Hon. Mr. Rawstox: There is considerably more to be said. I am not only
filing the statement, I am asking for information to be furnished. I understand
from the Prime Minister it is all in the hands of the government except possibly
the particulars and possibly the daily operations, which could easily be obtained
from Winnipeg.

The CuARMAN: On the contrary I have said all that is in the hands of
the government is a statement of the auditors, Peat, Marwick, Mitchell and
' Company which shows weekly operations, ten day operations and sometimes a
longer period; but there are no details such as have been asked for.

Hon. Mr. Rarston: The Prime Minister is not asked for the daily situation.
All that is asked for is the amount sold, the amount bought, the amount on hand,
the particulars of the nearest future. That is not much detail.

Hon. Mr. Stewarr: All of which will be disclosed in their books.

The Crammax: Which may or may not be.

Hon. Mr. RaLston: Surely,—

The CuAamrMAN: The Prime Minister has not seen their books. He has seen
nothing but the reports of the auditors, Peat, Marwick, Mitchell and Company
made to the chairman of the lending banks. That is what he has seen and those
documents are available.

Hon. Mr. RaLston: Surely the Prime Minister does not suggest the amount
of purchases and sales and the prices and the amount on hand are not shown in
the books.

The CramrMAN: The question was the nearest future. I do not suppose that
would be in their books.

Hon. Mr. Rarstox: I do not suppose prices are in their books but I suggest
the prices at which the purchases were made are in the books.

'The CramrMaN: The question is whether or not we are going into this at all.
The vital question is whether or not we are going, in this committee to which is
referred a single bill, into the whole question of the operations of this body. At
any time during the last four months it was open in the House of Commons to
any member to ask that a Standing Committee of the House of Commons be
set up to investigate this matter, just as it was last year, if he desired to do so.
He could have done it. This bill is not going to take the next two or three months

to be considered.

Hon. Mr. Rauston: This information could be furnished, T should think,
by Friday or Saturday. There is lots of time to furnish it.

The CuAlRMAN: Well—

Hon. Mr. Rarstox: The information is all in the hands of the government,
’_c?e question is whether the government is going to make it available or cover
it up.

The Cuamrman: That again is an absolutely false statement, the desire of
the government to cover up anything.



8 SPECIAL COMMITTEE

Hon. Mr. Rarston: T think the Chairman knows as much about false
statements as anyone. I think he is accustomed to making them. :

The CrAalrMAN: That may be. We have listened a great deal to the hon.
member from Shelbourne-Yarmouth in that regard. But what I have to say is
this: There is no intention or endeavour to cover up anything so far as the
government is concerned. It appointed a committee to find out the situation
in regard to those things, and took steps to try to deal with it, and it has no
apology to offer for the manner in which it dealt with it. It is another thing to
investigate the operation of the five years for some purpose that has no relation
to this bill, when there iz a permanent committee of the House of Commons
available for that purpose at any time.

Hon. Mr. Rauston: Does the committee to-day think the investigation
necessary ?

The CHAIRMAN: Opinion differs as to that.

Hon. Mr. RaLston: There is considerable difference of opinion.

The CrsmMman: A slight difference of opinion. We will leave it at that.
Now, the question of meeting tomorrow is a very simply one. If there is no
work to be done tomorrow we will meet on Thursday at half-past ten, if it is
convenient. Then, the witnesses from British Columbia will be heard and Mr.
Pitblado says his witnesses are here; they may desire to be heard, and on Friday
he will proceed at half-past ten with his witnesses. That is the position.

Hon. Mr. Rarston: Then, I understand that the chairman takes the
position none of this information is to be furnished.

The CuamrmaN: He said no such thing.

Hon. Mr. Ravston: Do I understand that to be the position?

The CuHAmRMAN: I cannot tell anything about what the hon. gentleman
understands. All I can say is this. On the record he has asked for this inform-
ation and it will be looked into. I will communicate with the officials of the
company. ;

Hon. Mr. Rauston: What is on the record is that if I want to approach
in this manner the government will approach in the same manner.

The Caarman: How the government will approach it has not been made
known to the committee except what I have said. I merely say this is not the
committee to examine the doings of a private enterprise that has been carrying
on operations for five years, after what took place last year. I make it perfectly
clear that there is nothing to cover up, and if it is the desire to set up a Special
Committee or to go before the Banking and Commerce Committee or the
Agriculture Committee to investigate this matter, well and good. What we are
dealing with is a bill; to that bill the attention of this committee will be directed
by the chairman, section by section.

Hon. Mr. Ravston: I just call attention to the report of the committee
of last year in which, I think, Mr. McFarland was being examined. The follow-
ing question was asked Mr. McFarland:—

Did you report to them, and did they inquire what you were doing
from time to time.

A. The banks got the report. The chairman of the lending banks
got the reports daily and he sent copies to the Prime Minister, I think.

Q. I understood you to say, Mr. McFarland, in answer to a question
of Mr. Bothwell, that you had been dealing in futures to stabilize the price
of wheat on the Winnipeg Grain Exchange?

A. Yes, correct.

That is what Mr. McFarland says.

The CuAmrMAN: He said, “I think.” That is the difficulty. They did not

send daily reports to the government,

7
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Hon. Mr. Raston: This is the first time we have heard this. _
The CHaRMAN: No, it was available any time you wanted it last year.
You did not seek to get it. You did not want facts. You wanted what some-
body else thought about what somebody else had done. g

Hon. Mr. Rarston: We would imagine Mr. McFarland would know the
practice and what he would give as to the practice would be fairly reliable
information. 3

The CHAIRMAN: No; he said the chairman of the lending banks got the
reports daily and he said, “I think he sent copies to the government.” 1 say
these weekly reports are available. !

Hon. Mr. RaLstoN: He says, “daily reports.”

The CHAIRMAN: He certainly reported daily; he did not report to me daily.

Hon. Mr. Rauston: That is the information we have. I am asking only
for the weekly reports, except for one week.

 The CHAIRMAN: Noj; the weekly reports to the bank merely show the sums
of money advanced by the banks to the company.

Hon. Mr. RaLstoN: We will see what the reports show.

The CHAIRMAN: We may or may not. It will be determined whether or
not it is desired in the public interest.

Hon. Mr. Rauston: We may not have that.

The CHAIRMAN: A special committee may but this committee is just deal-
ing with a single bill. We are going to follow the usual parliamentary course in
dealing with a bill.

Hon. Mr. RaLstoN: Which takes over the operation of this concern.

The CHAIRMAN: Yes. The important point is to ascertain what the posi-
tion is at the moment of that concern; that is the position.

Hon. Mr. RaLstoN: How that position is arrived at.

The CHAIRMAN: How is it arrived at would not change it in the least. That
1s a matter for investigation by a special committee if it desired to do so.

Hon. Mr. RaustoN: I think it would be very helpful to this committee to
know how those operations were conducted in order to decide to whom we should
give the conduct of the grain business of this country in the future.

The CHAIRMAN: This is not the committee to do it. Then we will proceed
to examine witnesses on Thursday, Mr. Pitblado, if you are ready, Mr. Mac-

kenzie says his witnesses will be ready. That 1s all. We will stand adjourned
until 10.30 on Thursday.

The committee adjourned to meet again on Thursday, June 20, at 10.30 a.m.
EXHIBIT “A”
Requisition Firep By MR. RALsToN

Copies and particulars of all guarantees given to the Banks from January
1, 1931, up to May 31st, 1935, whether in writing or verbal.

Particulars or instructions or communications, verbal or written, to the
Banks or the Canadian Co-operative Wheat Producers Limited, or to Mr.
McFarland, indicating any limitation in money or quantity of wheat to be
covered or dealt with under any of such guarantees.

Amount of wheat as of July 31st, 1931, for which Canadian Co-operative
Wheat Producers Limited, had become responsible, with average cost per bushel
as of that date.

~ Amount of wheat disposed of by Canadian Co-operative Wheat Proflucers
Limited, each month between August 1st, 1931, and June 1st, 1932, with the
amount on hand at the end of each month and price of nearest future at end of
each month.
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Amount of wheat acquired or disposed of during each month, week or day
as indicated below, by Canadian Co-operative Wheat Producers Limited, with
the amount on hand and price of nearest future, at end of each month, week or
“day as the case may be:—

June 1st, 1932 1 November 1st, 1933

to By months to By months
December 31st, 1932 | March 1st, 1934
December 31st, 1932 | March 1st, 1934 ] »

to t By weeks to t By weeks
November 1st, 1933 | August 31st, 1934 |
Week ending July August 31st, 1934
22nd, 1933 t By days to By months

May 31st, 1935 J

Approximate average cost per bushel of all wheat being carried by
Canadian Co-operative Wheat Producers Limited, as at

May 1, 1933 May 1, 1935
July 1, 1933 May 31, 1935
May 1, 1934
July 1, 1934
Oct. 1, 1934

Approximate average cost per bushel of all wheat acquired by
Canadian Co-operative Wheat Producers Limited, after July 31st, 1931,
and being carried as at

May 1, 1933 May 1, 1935
July 1, 1933 May 31, 1935
May 1, 1934
July 1, 1934
Oct. 1, 1934

Approximate average cost per bushel of old Pool wheat being carried
by Canadian Co-operative Wheat Producers Limited, as at

May 1, 1933 May 1, 1935
July 1, 1933 May 31, 1935
May 1, 1934 ‘

July 1, 1934

Oct. 1, 1934

Amount of total liability of Canadian Co-oberative Wheat Producers
Limited, as guaranteed by Canadian Government to Banks as of

July 31, 1931 Aug. 1, 1933
Aug. 31, 1931 Aug. 31, 1933
Deec. 31, 1931 Sept. 30, 1933
July 1, 1932 Oct. 31, 1933
Deec. 31, 1932 Nov. 30, 1933
May 1, 1933 Deec. 31, 1933
June 1, 1933 Jan. 31, 1934
July 1, 1933 Feb. 28, 1934
July 14, 1933 Mar. 31, 1934
July 16, 1933 Apr. 30, 1934
July 17, 1933 May 31, 1934
July 18, 1933 June 30, 1934
July 19, 1933 July 31, 1934
July 20, 1933 Aug. 31, 1934
e July 21, 1933 Oct. 1, 1934
July 22, 1933 Deec. 31, 1934

May 31, 1935
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MINUTES OF PROCEEDINGS

House or CoMMONS,
THURSDAY, June 20, 1935.

The meeting came to order at 10.30 a.m., Mr. Bennett presiding.
Members present: Messrs. Bennett, Gobeil, Lucas, Perley, Porteous, Ralston,

Stewart, Vallance and Willis.

Mr. Vallance moved that a recommendation be made to the House that
the committee be given leave to print its day to day Proceedings and Evidence.

After discussion motion stands.

Robert McKee, representing the Vancouver Board of Trade, Vancouver
Merchants’ Exchange, Vancouver Chamber of Shipping, Vancouver Grain Export-
ing Association and the Vancouver Grain Exchange, appeared and submitted

the views of the represented parties.

R. W. Milner, President of the Winnipeg Grain Exchange, appeared and
submitted a brief on behalf of the Winnipeg Grain Exchange.

Motion of Mr. Vallance recommending that leave to print the day to day

Proceedings and Evidence be asked of the House was adopted.
It was agreed that leave be asked of the House for the committee to sit

while the House is sitting.

The meeting adjourned till Friday, June 21, at 10 a.m.

A. A. FRASER,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House or CoMMONS,
June 20, 1935.

The special committee on Bill 98, an Act to provide for the Constitution and
Powers of the Canadian Grain Board, met at 10.30 a.m., Rt. Hon. R. B. Bennett,
presiding.

The CuarMAN: Gentlemen, it being 10.30, will you come to order. I under-
stand that the gentlemen who desire to speak to the committee from Vancouver
are present. Who is the first gentleman? :

Mr. VaLLANCE: Before the witnesses are called I should like to move that
the evidence taken before this committee be printed from day to day.

The CuarMaN: We have no power to do so except by a reference to the
House.

Hon. Mr. Rarston: Make a recommendation recommending that to the
House.

The CrARMAN: I do not think we will do so. The reference is merely a
reference to this committee in regard to this bill and I am going to confine it,
as far as I ean, strictly to the reference in this bill, nothing else.

i I\;Ir. VaLrance: Mr. Chairman, are you ruling that this motion is not in
order?

The CaamrMan: I do not say it is not in order. I do say it is not within
the power of this committee to order printing of the evidence.

Mr. Varrance: I think, in view of the interest that is being taken, the
evidence should be printed so that the public will have some knowledge of what
transpires in the committee.

The CuamMAN: You see, the motion is that the bill be referred to a select
committee of nine members, composed as follows:

Messrs. Bennett, Perley, (Qu’Appelle); Willis, Porteous, Gobeil, Ralston,
Stewart (Edmonton West), Vallance and Lucas.

The leader of the opposition proposed it, and T myself said if any suggestion
was to be made to improve this measure which had been introduced as a govern-
ment measure I would be glad to accept it. The bill before the committee is
bill No. 98. I had not thought of the question of printing at all, because the
discussion in the House will not be very much shortened, and it may be desirable
for the committee to rise and report the bill after we have heard these gentlemen.
That is the probable position because we are not going to discuss here under this
reference matters that have been discussed here before.

Hon. Mr. Ratston: Mr. Chairman, on the question of the motion of my
hon. friend, I understand you are not ruling it out of order, but you are intimating
that this committee has no power to order printing, which I presume is quite
correct.

The CaAlRMAN: I am told so.

Hon. Mr. Rauston: I know my honourable friend will amend his motion
so that the order will be in proper form. I assume it will be within the power
of the committee to recommend to the House that the proceedings of the com-
mittee be printed. Now, Mr. Chairman, you have spoken as the chairman of
the committee, and of course the committee will pass on a question of this kind;
but I want to submit with all due respect, that you are treating the matter far
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too lightly if you assume that there is no great interest in the country in the
proceedings of this committee in respect to this bill, and if you are assuming
that this bill does not involve a consideration by the House and the country of
what has transpired up to the present with regard to the wheat situation and
the policy which is to be followed in the future under the proposed sections of
this bill or such bills as may emerge from this committee. I want to submit here
—I might as well do it on the motion for printing—that this, Mr. Chairman,
is either a continuation of Mr. MecFarland’s policy and Mr. McFarland’s
administration, or it is a change. If it is a continuation of Mr. McFarland’s
administration, then it means that we should examine, at least, the general
outline of that administration, find out if the policy which he has adopted has
been satisfactory, in the interests of the country before we determine that this
board shall follow the same line. When we find that Mr. McFarland took over
75,000,000 bushels of wheat, and this country at the moment has 200,000,000
to 225,000,000 bushels of wheat it would lead one to believe that it is doubtful
whether or not the policy which Mr. McFarland adopted should be continued;
and surely it is a matter of consideration by this committee and by this country
as to whether or not that policy so followed is the reason why that situation
emerged. Now, before we commit this country to a permanent policy with
regard to wheat—

The Cramrman: Mr. Ralston, do you think this is the opportune time to
make this speech?

Hon. Mr. RaLsToN: I—

The CramrMAN: I came here at half past ten to hear these witnesses, and
these gentlemen appeared to make their statement. Let us proceed with the
statement. :

Hon. Mr. Ravston: Mr. Chairman, I think I have the right to make a
statement.

The CrARMAN: I do not see why, because we said definitely on Tuesday
that at half past ten to-day we would proceed to hear those witnesses. I have
no desire to get into any altercation about it, but I do not want to think that I
have been deceived by any party in the House of Commons. It was suggested
that time would be saved by referring this bill to a select committee.

Hon. Mr. Rauston: It was suggested in the debates, as the record will
show, that a great deal more information would need to be furnished than could
be easily handled in the House.

The CHAmrMAN: I admit you said that.

Hon. Mr. Rarston: I did not say that; it was my leader who said that.

The CHarMaN: You said that as well, in your observation. As that is
outside the question, cannot we get along with our business. This bill has been
referred to this committee. We are here this morning to hear the witnesses. If,
later on, you have those observations to make, well and good, but I think the
first thing to do is to hear these Vancouver gentlemen, and then I understand
Mr. Milner, president of the Grain Exchange, is here to speak to us. Let us
proceed, at least, to that question and get something done.

Hon. Mr. Rauston: If you request that I certainly will be very glad to
accede to the hearing of these gentlemen first; but I do not want you, Mr.
Chairman, to sit and deliver judgment ex cathedra that we are not going into
matters which we think should be discussed—

The Cuamrman: There will be no discussion that will widen the terms of
the reference. ;

Hon. Mr. Rauston: That is a new position for a chairman to take; “there
will be no discussion that may widen the terms of the reference,” but we may
discuss here—
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The CuamrMAN: You cannot widen the terms of the reference, parliament
does that.

Hon. Mr. RarstoN: You can recommend. What do the terms consist of?

The CualrmMAN: I just read them out.

Hon. Mr. RaLston: What you have read here, Mr. Chairman, is not
necessarily the absolutely final word.

The CuairmaN: What the House said.

Hon. Mr. Rarston: I heard what the House said.

The CramrMAN: Do not get excited.

Hon. Mr. Ratston: Don’t you get excited.

The CualrMAN: The House referred this bill to this select committee, and
this bill is before the committee now.

Hon. Mr. Rauston: Certainly; it is the same as a vote for a wharf or a
breakwater that is before the committee of the whole House of Commons, and
do you think all we are confined to is a discussion of that particular breakwater
or that particular few thousand dollars and we should not discuss any other
question? ‘

The Cuamman: That is what parliament says; it may be wrong.

Hon. Mr. Rauston: I have listened not only to you, but to everybody else
on the other side of the House, and they have discussed everything in regard
to works of a similar nature. I am not going into that now, but I want to say
that I do not want you, Mr. Chairman, to deliver judgment as to what the
terms of the reference include until you have heard the matter discussed by
the members of this committee; because we have something to say as to what
the terms of the reference include.

The CuairmaN: I think not. The House of Commons made the reference,
not you or I.

Hon. Mr. Ranston: We have to decide what our duties are under the refer-
ence.

The CramrMaN: That is easily decided. It has been decided by a long series
of precedents.

Hon. Mr. RarLston: No. If you are going to take that attitude—

The CaAIRMAN: I am certainly taking the attitude we shall confine ourselves
to the terms of the reference until the House of Commons makes them wider.

Hon. Mr. Rauston: Certainly. What we do under the terms is a matter
for ourselves as long as we keep ourselves within the section.

The CaamrmaN: Noj so long as it is within the reference made by the House.

Hon. Mr. Rarston: You want to say as long as you consider it is within
the reference. I want to say there are other members of this committee who
have something to say in that regard. When we are debating a commitment
of $500,000,000 as against a $10,000 wharf, it seems to me we should have a
little information and the country should know as well what we are doing.

The CuAlrMAN: The simple way to do it would be for the committee to
rise and report progress.

Hon. Mr. Ratston: That is a matter for yourself altogether. What I am
saying is I do not want you to rule until this matter is discussed.

The CuARMAN: I have not ruled. I merely pointed out the fact I thought
we were wasting a little time. We might as well get on with our business.

Hon. Mr. Ranston: We are getting on with our business. I intimated I
was willing to leave this matter for discussion later. A motion was put that
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the proceedings of the committee be printed and you, Mr. Chairman, at one
stage intimated that the proceedings of the committee are not of a sufficient
importance to record. ! :

The Cuamman: It has to be done by the House.

Hon. Mr. Rarston: You said you did not see any good in printing the report
of these proceedings. I am speaking on that motion. If that motion is to
stand, I am perfectly willing to leave the matter and have further discussion
on the matter later, on the distinct understanding that the matter is not finished,
and that members of this committee may have the opportunity to express their
opinion when the witnesses are finished. Is that satisfactory?

The Cuamrman: I had already stated before you rose to your feet that this
motion might stand until later, and I say so again. May we go on with the
business of the committee?

Hon. Mr. Rauston: That is the business of the committee; do not think
that it is not the business of the committee.

The CrammaN: I am not here to indulge in hair-splitting. I desire those
witnesses should be heard.

Hon. Mr. Rauston: I thought it was just hair-splitting you were doing, too.
You suggest we go on with the business of the committee. The business of the
committee is that which the committee decides to do under its reference. A
motion is before this committee. I am speaking to the motion. You suggest
witnesses be heard. I am perfectly willing to have them heard but at the same
time 1 want it understood that this matter is not disposed of, or the motion. is
not being abandoned.

The CuamMaN: I think that has been abundantly clear for some time.
What is your name, please; come up and make your statement.

RoBerT McKEE called.

The CramrmAN: I understand you desire to make a ‘statement to the
committee?

Mr. McKEgE: Yes, Mr. Chairman.

The Crarmax: We will be pleased to hear it, Mr. McKee.

The Wirness: In the first place I may say, in company with Mr. Stanley
S. McKeen I am representing the Vancouver Board of Trade, the Vancouver
Merchants’ Exchange, the Vancouver Chamber of Shipping, the Vancouver Grain
Exporting Association, and the Vancouver Grain Exchange. Those bodies are
a unit in connection with this proposed wheat bill. We have not prepared any
brief in writing for the reason that we understand the Winnipeg Grain Exchange
will do so. We in Vancouver do not propose to criticize what has happened
in connection with the handling of wheat during the past four years. We
realize that the government got into the wheat business more or less, and we are
sympathetic with those reasons. We are not going to cricitize the operations
of Mr. MeFarland nor do we feel competent to do so even if we were so inelined.
We feel that what we should do is to present to the government what we think
is a constructive solution of the problem that now presents itself to the country;
and I can do no better than to read to you, Mr. Chairman, and to the committee,
the solution that those bodies I have just mentioned are unanimously in favour
of as a substitute for the bill which is now before this committee.

I am now reading from a telegram which includes this constructive solution
of the problem:—

We recognize that an emergency exists relative to the present day
wheat holdings of the government. We recognize further that until private
traders shall have been encouraged to resume active trading in wheat in
forward positions as was done prior to the government’s participation in .
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~ the market, some market support from time to time may be necessary

. to smoothly handle the large crop without unreasonable price declines.
Our constructive suggestion therefore is that a wheat board of three
experienced outstanding individuals be created, to be invested with powers
similar to those presently possessed by Mr. McFarland, the prime object
of the new board to be to lend support to the market as may be necessary
from time to time, and gradually as conditions permit, over several years
if necessary, liquidate present holdings. We strongly urge the government
to state publicly their general policy for the guidance of such new board
and to create public confidence in the market, that wheat will be sold at
a fair world price, having regard to the quality of Canadian wheat, and
also that the government intends to relinquish the wheat business entirely
as quicky as possible without unduly depressing prices.

By the Chairman:

Q. That telegram is signed, you said, by whom?—A. That particular tele-
gram is signed by the Vancouver Grain Exchange, but I have wires of authority
here from the other bodies.

Q. That you have mentioned?—A. Yes, that I have mentioned. There is
very little more that I can add, Mr. Chairman, except to say that this matter
is not in any sense a political one in Vancouver. I am quite satisfied that
prominent men in Vancouver of both parties are a unit behind the proposal
that I have just read:.

Q. What is your particular connection with these organizations that you
have mentioned?—A. It so happens that with the exception of the Chamber of
Shipping, I have been past president of all the other organizations.

Q. And at the present time what is your connection?—A. At the present
time I am managing director of the Canada Grain Export Company.

Q. What do you mean by “world price” as you used it in the telegram?
Do you know?—A. I can only say as to world price that my conception of a
world price would be the approximate value of the grade of grain involved in
the best foreign market at the moment.

Q. That market, I suppose you know, is Liverpool?—A. Well, I said the
best foreign market at the moment, because Liverpool would not necessarily
register the highest value, working it back to terms of f.o.b. Vancouver, let us
say. We might and do often find that the value of No. 2 Northern at Vancouver
for shipment to Liverpool would be less than the value for shipment to Shanghai;
so that a fair world price for any given grade of Canadian grain would, in my
opinion, be the price obtainable for it in the highest market in any part of
the world, less the freight.

Q. You are familiar with the marketing of grain, I suppose, from the
farmer’s field to the ship for transportation abroad?—A. Yes, Mr. Chairman;
I have done practically nothing else for twenty-four years.

Q. Under existing conditions, that is of world conditions, you know that
speculation has been largely absent from the market for some years?—A. Yes,
Mr. Chairman, I realize that the speculator, as we understand it—and I am not
now including the grain trade as speculators—has been more or less absent from
the market.

Q. Who would take the hedges under the proposals that you have made?—
A. Under the proposals that we are advancing, the public would take the hedges
so far as it could do so and could be encouraged to do so, having in mind the
proposed statement of policy that we are asking the government to make coinci-
dentally with the passage of this Wheat Board bill. We realize, and so state
in our proposal, that until such time as the public speculator, either foreign
or giomestic, can be induced to come back into the picture again, some board
which we propose this wheat board shall be, will have to be prepared, just as
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Mr. McFarland has been prepared, to take the hedges, if, in the opinion of the
board, the market would have declined too much or too rapidly without such
support.

Q. Or if there is nobody else to take the hedges?—A. Or if there is nobody
else to take the hedges. I think it is largely a question of the ability and
experience of that board whether they should act at any given time or not. There
might be a time when it would be good business to let the market go down
for a temporary period possibly, and the board might choose to do so rather
than support it.

Q. That would be a matter of human judgment, subject to human mistakes,
I suppose?—A. Yes. Although we feel, with all due respect to Mr. McFarland,
than whom, I suppose, there is no grain man more highly regarded, that a
board of three competent men would likely make fewer errors than any one man
who might be selected.

Q. Quite so. Have you any other suggestions to make now with respect
to this bill, other than what you have made?—A. Well, you will notice, Mr.
Chairman, that T am not attempting to eriticize the bill that is before the House,
and I hope it will not be necessary to do so, because that would get us into a
discussion as to what would happen to the port of Vancouver, in our opinion, in
the event of this bill as it is printed going through.

Q. What do you say would happen, because there is no reason why you
should not be perfectly frank in your criticisms?>—A. Well, any suggestion that
I might make, Mr. Chairman, would obviously be merely opinion, because since
the bill has not been passed we can only surmise what might happen. But since
you have raised the point I may as well say frankly that we are very much
concerned in Vancouver, not only as experienced grain handlers who have spent
a lifetime in the business, over the prospect of losing our business, but from
the standpoint of the port of Vancouver, which is perhaps the greatest single
export grain port in the world to-day. We feel that a grain board such as is
proposed in the bill might do a great deal of injury to Vancouver.

Q. You might say why, Mr. McKee.—A. Yes. The reason why is this:
It is my experience in the grain export business that possibly 80 to 85 per
cent of all the grain that is sold to Europe is first of all shipped to Europe, or
rather it is put afloat to Europe unsold. I am quite certain, from information
from my own connections in Europe, that there will be a great deal of sales
resistance created if we have a compulsory wheat board and there is only one
seller of wheat and only one buyer of ocean freight. Now, I am wondering who
is going to put wheat afloat unsold at Vancouver if there is only one seller.

Q. Who does it now?—A. Dozens of private export firms.

Q. Is there any reason why one should not do what dozens are doing?—A.
Yes, I can think of several reasons why. In the first place, the European buyer
seems to prefer to buy wheat as close to destination as possible; and in the
event of only one seller handling all the wheat of Canada, I should think that
the European buyer would prefer to have his wheat shipped via the Atlantic,
because it is a short voyage. In other words, it is my opinion that for a time,
at any rate, the European buyers would be unwilling buyers from a Canadian
government board, and therefore, that they would buy only what they felt they
had to have, and only for quick delivery.

Q. Do you suggest that they have been buying any more during the last
five years than they wanted, than they had to buy? Is that not the whole
question?-—A. T think that during the time they felt they could buy other wheat
to better advantage than Canadian wheat; but I am not prepared to say that
that has extended over the past five years, but certainly during the past year and
a half or so the British buyers have not bought any more Canadian wheat than
they felt they had to have.
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Q. Are you familiar with the method pursued in the Argentine with respect
to the sale of their wheat?—A.: Yes, I am reasonably familiar with it; although,
I have never actually been there.

Q. There is one seller there?—A. I do not wish to take issue with you.

Q. No. I am not asking a question, it is so. I am just asking to see what
you have followed up. The government controls the exchange, as you know?—
A. Which exchange do you mean?

Q. The whole of the exchange between the Argentine and the world is under
governmental control?—A. Are you referring to monetary exchange?

Q. I am talking about money exchange; now, I will ask you how they handle
their wheat?—A. They handle their wheat through export firms, as is done in
Vancouver. .

Q. Oh, yes; but how do they handle it from the standpoint of control?—A.
The only control in the Argentine, so far as my knowledge extends, is in the
control of foreign exchange; but that has to do with other commodities as well
as wheat.

Q. Yes?—A. I mean, I want to be very fair on this point, to the best of my
knowledge, so far as the actual handling, the export and foreign selling of wheat
is concerned, it is done in exactly the same way as it is done in Vancouver.

Q. Then, why would you suggest that if there was one seller handling the
grain they would prefer to ship to Atlantic ports rather than through Pacific
ports?—A. Simply because the average voyage from Vancouver to Europe is
a matter of some 8,800 miles and it takes approximately 44 days.

Q. And yet you say Vancouver last year was one of the largest grain shipping
ports in the world?—A. Yes, Mr. Chairman; for the reason that the private
grain firms put millions of bushels afloat unsold, selling it when it gets close to
market.

Q. Yes?—A. If that were not so we could not compete with the Atlantie,
because the British buyer would not buy wheat at Vancouver two months in
advance of the time of delivery if he could get it from the Atlantic in six or
seven days, and could have it handed to him every day as he wanted it. A
part of the success of the Vancouver grain movement has been due to the
perfection which has been developed there in the handling of tonnage. We have
developed in Vancouver perhaps the best charter market on this continent. We
have a lot of important chartering firms, and it may interest you to know that
85 per cent of all our vessels leaving Vancouver in 1934 carried wheat. Now,
the shipping firms in Vancouver are very much concerned with this proposed
wheat board as per the bill here, a compulsory wheat board, that it would
seriously interfere with the smooth flow of tonnage which makes possible our
great lumber export business, our pulp and paper business, our business in fruit
and many other commodities which we are shipping in a big way. If there were
only one buyer for tonnage there would be no incentive for the shipping companies
to, speculatively in a sense, charter vessels; to bring them forward to Vancouver
to put them on berth for general cargo including grain.

Q. You do not mean to say that 85 per cent of the ocean tonnage carried
only grain, they carried something else?—A. Oh, yes.

Q. They are coming into this port in the hope of carrying something else;
lumber, for instance?—A. That is quite true. Wheat is the basis for many of
these cargoes, it is dead weight cargo; and at the present time there is sufficient
competition between many grain firms operating there to cause fluctuations in
rates of freight; and up to present no one firm there controls the rate obtainable
for wheat space from day to day. The average tramp steamer takes about
5,000 to 5,500 tons of wheat.

Q. That is a complete cargo, or is it only a part cargo?—A. Oh, you know;
that is just a part cargo.

Q. That is what I thought?—A. Then perhaps they take on anywhere
from a million and a half to three million feet of lumber.




RN T

18 SPECIAL COMMITTEE

Q. Exactly; and of that 85 per cent you mentioned how much would be for
wheat only?—A. Practically none; in other words the full cargo business has
become a thing of the past out of Vancouver,

Q. And the ships carry grain—wheat—as well as fruit and any other export
products available there; and the dead weight cargo in the bottom of the vessel
is made up of wheat?—A. Yes, Mr. Chairman. Now, I would like to extend
just a little that point about Vancouver’s possible position with this new Board,
because this question of commission freight is vital. We have two types of
steamers coming in there, two general types; there is what we call the liner—
not a liner in the sense that you know it on the Atlantic, but we call a liner any
vessel operating on a printed schedule—these liners, so-called, handle normally
about 40 per cent of the wheat movement out of Vancouver. The other 60 per
cent is handled in tramp steamers which are put on berth by various shipping
companies. We feel very strongly in Vancouver that if there were only one
seller of wheat, and consequently only one buyer of freight, regardless of whether
that one happened to be the Canadian government or even a private firm, it
would interfere seriously with the speculative taking of tonnage to put on berth,
such as is now done by the private shipping concerns; because, they would
naturally feel that for their basis tonnage, wheat, they would be at the mercy
of one large monopoly; you could tell them how much they would pay for the
wheat space.

Q. Of course, that condition could be remedied readily by permitting the
board that I mentioned to treat these established brokers in the same way as
they now are. If they so desired they could make them their agents to deal
with the matter just as they now do. There is no limitation upon that power?—
A. T am not sure that that plan would work very well, for the reason that the
wheat rate obtainable from time to time is in a general way the basis of their
rates for other cargo. I mean by that, if wheat rates go down then unless there
has been some change in the lumber charter market the rate on lumber and
other commodities that are to be carried on that vessel must be advanced.

Q. Were you there in 1919?—A. Yes, sir.

Q. How was it handled then?—A. Then, in 1919, the wheat business out
of Vancouver was confined to wheat in bags, more or less. There was some
business as long ago as 1917.

Q. Yes, and before that Mr. McKee; cargoes went out of Vancouver before
that?—A. There were some full cargoes, in fact; but the machinery for hand-
ling export grain had not been perfected in 1919. The business to-day is largely
done in full ecargo lots by firms located in other places, such as Winnipeg or
New York. There was no grain exchange there at that time; no shipping agen-
cies of any consequence had been established there; and very little by way of
regular liner service was available.

Q. The first cargo of grain shipped through the Panama Canal from Van-
couver went out a considerable time before that, Mr. McKee?—A. Yes, I think
it was in 1917, ‘

The CuamRMAN: Before that, as a matter of fact.

Hon. Mr. STEwWART: And there was no difficulty about the price.

The CHAIRMAN: Oh no, there was no question about prices.

Hon. Mr. StewarT: Anybody could sell wheat in 1917.

The CHalrRMAN: Yes, at a dollar and a half.

By the Chairman:

Q. Well, Mr. McKee, is there anything further you desire to say with
respect to this proposed bill, or this bill—it is not a proposed bill—with respect
to this bill; if there is, we will be glad to hear you?—A. No. I think, Mr.
Chairman, that aside from expressing on behalf of Vancouver interests a genuine
fear as to the possibility of injury to the port through the operation of a
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monopoly in wheat; not only on our wheat business, but in its possible effect
on our other big export commodities, through the influence that a possible wheat
monopoly would have on the freight rates for such other commodities, and the
smooth flow of tonnage to handle such other commodities. Aside from that I
have nothing to say.

Q. Then I might summarize it in this way: You are aware of the fact that
there is a surplus of wheat in the world at the moment?—A. Yes, and we propose
how to deal with it.

Q. And you propose that the Canadian situation, without expressing any
opinion as to how it has arisen, should be dealt with by having a board created
that would be authorized with the aid of the government to take hedges and
stabilize the market?—A. Yes.

Q. That is what your proposal is; and that, then, there should be absolute
freedom so far as the rest of it is concerned?—A. Yes; we feel very strongly
that that should be done.

The Caamrrman: I follow you.

By Mr. Lucas:

Q. Mr. McKee,; did I understand you to say a while ago that 85 per cent
of the export wheat of the world was sold afloat?—A. No. I said that approxi-
mately 85 per cent of the wheat shipped from Vancouver was sold after it had
been put afloat unsold.

Mr. Lucas: I beg your pardon; that is right.

The CHAlRMAN: Have you gentlemen any questions to ask of Mr. McKee?
How about you, Mr. Stewart?

Hon. Mr. StEwArT: None.

The CHAIRMAN: Mr. Lucas? Mr. Vallance?

Mr. Varuance: Noj; I think Mr. McKee has given us his views.
The CHAmRMAN: Mr. Ralston?

By Mr. Ralston:

Q. In answer to the last question made in an effort to sum it up, as I under-
stand it what you are particularly against is what is called the compulsory or
100 per cent feature of the bill?—A. That is it.

Q. That is to say, your view is that this board should be a board to stand
by and handle the orderly liquidation of stocks and at the same time stabilize
the market, but it should not be operated so as to constitute a monopoly?—A.
No; we feel that the grain trade of the Dominion has been carrying on an
honourable business for many years, has millions of dollars of capital tied up
in it, and we feel—I think I can say this without attempting to be egotistical—
that it would be a loss to the Dominion to have hundreds of years of combined
grain experience thrown away by putting these men out of business.

By Mr. Perley:

Q. The reason why you grain dealers are not able to handle the situation
is because of the absence of the speculator at the present time, isn’t it?—A.
Yes, that is in part the reason, but that is not altogether the reason.

Q. You want some agency to stand by to take the hedges of the speculator
which have not been taken up?—A. Well, that some agency will be necessary if
we are to have comparative freedom from drastic declines and advances from
time to time. In other words, if we are to have a fairly stable market there
must be some board which will step in in case of need until such time as perhaps
the price of wheat comes up to the level where a government board of this kind
would feel that the market could take its own course, and that any decline that
might occur would not be so great as unduly to injure the producer.

&
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The Cramman: Col. Ralston, have you any further questions?
Hon. Mr. RaLston: No.

The CHAIRMAN: Mr. Stewart?

Hon. Mr. StewarT: No.

' The CuamrMAN: Mr. Porteous?

By Mr. Porteous:

Q. I understand, Mr. McKee, that the only objection which you have to
the bill is fear of trade being lost to the port of Vancouver?—A. No, not by
any means; in making that statement I was referring to the general interests
of the port, not directly concerned with the handling of grain. These people
are concerned with the possible loss of business, other than wheat, to the port
of Vancouver.

By Mr. Willis:

Q. Mr. McKee, you said that if there was only one seller, in your opinion,
responsible buyers would be unwilling to trade?—A. I am as certain of that
statement as I could be about anything I cannot prove.

Q. Is it not always the fact that Europe buys where it can -buy best?—A.
Yes, Europe always buys where it can buy best; but the question is what is best.

Q. Yes, which Europe itself will decide. You come down to the finer point
that Europe does buy where it can buy best, and if Canada were to offer wheat
do you think Europe would ask questions as to who was selling this grain in
Canada?—A. I doubt whether they would officially ask anybody that question,
but I am quite satisfied that they would take some action, probably various
kinds of action, to insure getting along with as little Canadian or any other
kind of wheat handled by a monopoly as possible. Please understand I am
only stating an opinion there; I cannot prove it.

Q. Have they done that with the Argentine?—A. There has been no necessity
to do it with the Argentine because the regular grain concerns are handling
Argentine wheat in the usual way just as we are doing in Vancouver—are
extending credit to foreign millers where necessary.

Q. Except with regard to the control of foreign exchange?—A. Well, the
- control of foreign exchange is something over which the grain trade has no
control, and if the Canadian government were proposing to handle foreign
exchange in a similar way, I doubt if the grain trade would have any objection.

Q. But that would be a control of the wheat, would it not, Mr. McKee?—
A. Tt would be a control in a sense, but not any more control of wheat than of
any other commodity.

Q. It would be an actual financial control of wheat, would it not?—A. I do
not know how you would call it control of wheat. If you wish to control
exchange and you deal with exchange affecting all commodities in the country,
I doubt if there would be any complaint from the handlers of grain.

Q. There was one statement you made which I did not understand. I think
your statement was that 85 per cent of the grain at Vancouver was put afloat
unsold. Would you tell the committee when that grain is actually sold? “Is it
sold during the voyage or is it sold after it arrives?—A. There is no formula.

Q. Would you give us an average?>—A. We have had wheat afloat unsold
and have sold it before it had actually left the shores of British Columbia. We
try to sell it from the moment it is put afloat, sometimes it actually arrives
before it can be sold.

Q. Don’t you very often make preliminary arrangements before it is
actually afloat which give you a fair assurance that it will be sold?—A. Yes,
we go to the trouble, of course, of finding out from our connections in the foreign
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country, whatever foreign country it may happen to be, whether they think it
will be good business to put so many thousand tons of such a grade of wheat
afloat in such a vessel.

Q. Would it be fair to say, Mr. McKee, that almost entirely all- of that
grain is sold before it reaches the other side?—A. Yes, but it very often has
to be sold at some sacrifice if the judgment of the shipping firm has been wrong
in putting it afloat unsold, and it is usually all sold before it arrives, because
there are some charges accruing on it before it lands, and the owner of the wheat
wishes to avoid those charges if possible.

By the Chairman:

Q. I do not know whether you have looked at the whole bill or not. It
contemplates the elevators still being continued to be operated as they have,
but on account of the board, and it does not necessarily involve what you suggest,
namely, the loss of investment or anything of that kind. The facilities some
years ago were declared to be works to the general benefit of Canada, and under
the bill they are merely to be operated on account of somebody else for the
- benefit of the producers?—A. Yes, I quite understand, Mr. Chairman. 1 was
referring to the exportation of grain which is not generally done by elevator
companies.

Q. No, by grain companies. You say that you are convinced that where
there is one selling agency for the whole of the grain it does not conduce to
simplicity of sales, and you made that the first difficulty that did arise. I suppose
you have followed this matter, say, in connection with Russia and Russian
sales on the English market?—A. Yes, I am familiar with what happened in
Russia.

Q. There was only one seller there, was there not?—A. There was only.one
seller there.

Q. And the largest production in the world?—A. They did very badly at
selling.

Q. Oh, yes; but T am not talking about that. There was only one seller,
and the British people bought the wheat, and the purchase of wheat by the
British people was the beginning of our trouble in 1930—wheat was being sold
60 cents f.o.b. Liverpool from Russia?—A. Yes, Mr. Chairman, I think it should
be remembered so far as Russia is concerned that her increase in population,
her natural increase is so great that we need not worry very much about Russia
except in the odd year when Russia happens to have a big yield per acre. I
made that statement when I was president of the grain exchange in Vancouver
and I got myself laughed at for saying so, but the fact remains that Russia has
been a factor in the wheat trade in only one year since she began to export.

Q. Of course, she was a large exporting country before the war; you mean
since she began to re-export?—A. Yes, after the war.

Q. As a matter of fact, I think if you look at the figures you will find that
it was more than one year; Russia has been exporting continuously since 1930,
but the volume was not large except in 1930?—A. That is what I mean. T
appreciate the fact that she has been selling a little each year.

Q. This year, according to announcements in the press, she has the largest
crop and the largest yield per acre for a long time?—A. That would not
necessarily—

Q. —involve export?—A. Involve export; nor is there any assurance that
the information is correct.

Q. I see. Is there anything else you desire to say, Mr. McKee, in view of
what you have been asked?—A. There is nothing more, Mr. Chairman.

Q. I understand that the next witness is Mr. McKeen; is he ready to
appear?—A. Mr. McKeen asked me to speak for the city.

(Witness dismissed).
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The CaamrmaN: Mr. Pitblado, are any of your friends ready?

Isaac Prrravo, K.C.L.: Mr. Chairman, Mr. Milner, president of the Grain
Exchange, is ready with his statement, and also Mr. Law—he is not represented
by me, but I think he sent a letter to you. \

The CramrMAN: Yes, he did—Mr. R. S. Law. Shall we call Mr. Milner,
president of the Winnipeg Grain Exchange?

R. W. MILNER, called.

By the Chairman:

Q. You are the president of the Winnipeg Grain Exchange?—A. Yes.
Q. And you have been for how long?—A. Since last August.
Q. And you have been in the grain business for how long?—A. Twenty-six
years.

Q. You started as a young man?—A. Yes.

Q. I understand you have prepared a statement which you would like to
read to the committee with respect to this matter?—A. With your permission, sir.

Q. Will you proceed to read it to the committee?—A. I appear here as
president of the Winnipeg Grain Exchange to submit, without partisanship, and
as dispassionately as possible our views on the bill now under consideration.

The members of the Winnipeg Grain Exchange have been engaged for many
yvears in a highly organized and efficient form of commercial service, which has
made no small contribution to the development of Canada, and to the continuance
and growth of the overseas trade on which the prosperity of the Dominion so
largely depends. A

The Winnipeg Grain Exchange is a voluntary organization not incorporated
by charter or special legislation. Its members are bound together by a flexible
constitution into a voluntary association whose function it is to provide a market
place for the sale for domestic consumption and for export of the grain crops of
western Canada. The Exchange does not itself engage in any trading activities.
It merely provides the facilities for elevator owners, millers, exporters, commis-
sion agents, shippers and vessel brokers—for all in fact who are engaged in the
handling, the transportation, the export and the processing of grain—to meet in
a common centre and to avail themselves of the various facilities provided by
the Exchange. Amongst its 460 members are numbered not only what is known
as the private grain trade, but also the various pool organizations, The United
Grain Growers Limited; the Canadian Co-operative Wheat Producers Limited,
that is the Pools’ Central Selling Agency, as well as the private terminal and
line elevator companies. The great majority of its members are Canadian, but
included among them are persons resident in the United States and in many
European countries where there is, or has been, a steady demand for Canadian
wheat. The Exchange is not in any sense a combination of grain traders. Its
members are in their respective channels of trade in keen and constant cqmpetl-
tion, subject always to the by-laws and regulations of the Exchange which are
designed to secure fair and honourable dealing. : e

One of the important functions of the Exchange is to provide facilities for
trading in contracts for the future delivery of grain, and thereby to provide the
form of insurance against fluctuations in grain prices known as “hedging.”
These hedging operations are not only necessary but are positive!y demanded
for the financing of crop purchases, milling operations, sales of grain for export
and purchases by importers in various countries. This practice has received thp
approval of the best economic authorities—Professor Arch. B. Clark, .untll
recently head of the Department of Economiecs in the University of Manitoba
says:—
\ So common is the practice of hedging that the elevator company,
the wheat merchant or the miller who does not protect himself as far as
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possible against the risk of an adverse movement in price by hedging is
with reason regarded as extraordinarily reckless. It is also recognized
by these authorities that the existence and encouragement of profesgsional
speculative trading strengthens the futures market and through the com-
plementary relations of buyers and sellers and the ultimately inevitable
balance between purchases and sales “tends” to quote Professor Clark
again ‘“to relieve the farmer from the risk of price fluctuations, permits
of more and keener competition for his grain and ensures a better price.

Another important function of the Exchange is to provide a market place
in which exporters of Canadian grain and importers in all parts of the world
can meet. The various branches of the trade need to be informed of the con-
ditions in the grain markets of the world, and of the changes in prices registered
on those markets. They require the latest statistical information relating to
imports by consuming countries and exports by surplus producing countries.
They must know the conditions of crops elsewhere. All this information is
provided by the Winnipeg Grain Exchange and enables its members to be kept
in constant touch with the requirements of importers. Through these facilities
trading connections in every part of the world have been built up and the trade
is thus enabled to meet the varied demands of these markets.

The nature of the operations conducted in the futures market by the
members of the Winnipeg Grain Exchange has been the subject of inquiry
by various Royal Commissions. Notable among these was the extensive inquiry
.conducted by the Turgeon Commission in 1925. The report of this commission
recognized the value of the futures market in reducing the costs of handling
and marketing the grain crops of Canada.

An investigation was conducted as recently as 1931 by the Royal Com-
mission presided over by Sir Josiah Stamp. The terms of reference to this
Commission were as follows: “To inquire into and report upon what effect,
if any, the dealing in grain futures has upon the price received by the producer.”
The report of the Commission approved in general the conclusions reached by
the Turgeon Commission in 1925 and closed with this statement: “However
in brief, our answer to the question submitted is that in addition to the benefits
reflected to the producer in furnishing a system of insurance for the handling
of his grain, and in providing an ever-ready and convenient means for marketing
the same, futures trading, even with its disadvantages of numerous minor price
fluctuations, is of distinet benefit to the producer in the price which he receives.”

It has been stated that there is a short interest in the Winnipeg market
amounting to 25,000,000 bushels. This figure was computed by deducting the
amount shown in the visible supply of 200,000,000 bushels from the amount
alleged to be held by the Government Wheat Agency of 225,000,000 bushels.
But it should be pointed out that wheat in the following positions is not included
in the visible supply:—Canadian wheat, which is on traek, on ocean vessels,
stored out of bond in United States ports, stored in United Kingdom or continental
ports, and flour ground from Canadian wheat in any position yet unsold. We
are convinced that all these stocks are regularly and properly hedged in the
Winnipeg market and that their total would so nearly approximate the alleged
difference of 25,000,000 bushels as to preclude any idea that there is a large
speculative short interest in the Winnipeg market.

It has been alleged that the Winnipeg futures market has been utilized by
international speculators to depress wheat prices by short-selling and that a
“bear raid” was made last fall with this purpose in view.

At the time that this allegation was first made by Mr. McFarland last
October the council of the Winnipeg Grain Exchange instructed that an examina-
tion of the trading accounts in the clearing house of all members of the Exchange

be made as at September 17, September 24, and October 1. Results of the
8122
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“inquiry then undertaken were summarized in .phe‘stavtement issued and published
‘in the press by the Exchange on November 2, 1934. This statement was as
follows:— f

On October 1 Winnipeg newspapers carried an interview with Mr.
John I. McFarland, who is in charge of the'government’s wheat operations,
in which he stated that he would recommend to the government at Ottawa
that an investigation be made into the selling of wheat on the Winnipeg
market and would urge the government to make representations to-the
governments of Argentina and the United Kingdom that they take similar
action in regard to the futures market in Buenos Aires and Liverpool.
About October 6 a mischievous despateh purporting to be the inside
story of an“organized bear raid on the Winnipeg grain market during the
two previous weeks appeared in many of the leading newspapers through-
out Canada. This despatch originated apparently from some newspaper
service in Winnipeg. It made free use of Mr. McFarland’s name and its
contents would lead many people to believe that figures and supposed facts
given in it must have originated from Mr. McFarland’s organization. The
article is inaccurate and misleading. -There was no condition existing in
the trading on the Winnipeg Grain Exchange that would justify such a
story. It reads like fiction and to the best of our knowledge that is just
what it is. There is no evidence in the figures showing the market position
of the grain firms as at September 17 and October 1, secured by the council
of the Exchange from the clearing house, and which have been disclosed
to Mr. McFarland, that any bear raid was attempted. Mr. McFarland
has also been advised by the council that the international firms whose
names have been mentioned in this connection were ready to authorize
the clearing house to make the figures showing their trading available to
him.

The international investigation suggested by Mr. McFarland on
October 1, should, in our opinion, not be lost sight of. There can be no
argument about the fact that our greatest need is to export more Cana-
dian wheat, and if there is any hope that an independent international
investigation into the situation in Canadian, Argentine ad English markets
will disclose anything in the actions of government agencies or individuals
that is making it difficult for us to market wheat abroad, it should be under-
taken at once. It would obviously be in the interest of the whole country
as well as of our wheat producers. It would, we are sure, be welecomed by
the grain trade of Canada.

The council of the Exchange is prepared to afford facilities for the
investigation of the trading operations of all its members, without ex-
ception, by competent and impartial persons, if such an investigation is
deemed to be in the public interest, and has previously advised Mr. Me-
Farland that the Exchange would in addition lend all possible assistance
to the government supervisor of the kind recommended by the Stamp Com-
mission should the government see fit to appoint one.

The action of the Winnipeg Grain Exchange in setting minimum prices
for December and May wheat of 75 cents per bushel and 80 cents per
bushel respectively was taken at the instance of the Dominion govern-
ment and in pursuance of the poliey the Exchange has consistently pur-
sued of co-operating with the Dominien government and the government
wheat agency.

The offer made by the Winnipeg Grain Exchange still holds good.
It is also alleged that the machinery of the grain market has broken down

and that the Winnipeg Grain Exchange has ceased to function. As proof of this
statement it is alleged that the futures market has not been able to take the
hedges against wheat purchases. The truth is that the futures market performed

B AR 4R
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~ its normal functions for nearly two years after the pools got into financial diffi-
culties in the winter of 1929-1930. Then Mr. McFarland was appointed general
manager of Canadian Co-operative Wheat Preducers Limited in November, 1930,
and directed the operations of the Pools’ Central Selling Agency. But it was not
until June, 1932, that Mr. McFarland began under guarantee of the Dominion
government to support prices in the Winnipeg market. From the time that wheat
prices in Winnipeg began to be sustained above the natural level of prices in the
markets of the world the ability of the futures market to absorb hedging trans-
actions began to decline. 1In face of the uncertainty as to the course which might
from time to time be pursued by the Government Wheat Agency, and the arti-
ficial level of prices on the Winnipeg Grain Exchange established by its opera-
tions, the futures market has become increasingly less able to cope with hedging
requirements, In other words, the alleged break-down of the Winnipeg market
has been the natural accompaniment of the government’s operations, and its
failure to take the hedges, to the extent that there has been failure, is a result of

" the co-operation of the Exchange in the policy of the government.

Throughout the period of depression which began in the fall of 1929 the
attitude of the Winnipeg Grain Exchange has consistently been one of active
sympathy with the difficulties of the growers and of co-operation with whatever
measures the government has seen fit to take under the advice of Mr. McFarland.
This attitude has frequently entailed the rendering of services by the trade to
the Government Wheat Agency at a lower cost than such services normally
warrant.

! Soon after their inception the three provincial pool elevator companies and

the Central Selling Agency (Canadian Co-operative Wheat Producers Limited)
became members of the Exchange and availed themselves of its facilities. The
other large farmers’ co-operative grain company, United Grain Growers Limited,
had long been in membership of the Exchange.

As the agents of the producers in the storing, transportation and merchand-
ising of their grain the interest of grain traders, indeed their very existence,
depends upon the maintenance of the farmers in as sound and prosperous a
condition as can be attained.

The members of the Exchange are vitally concerned to secure for grain
growers the largest possible return for their crops, to develop and maintain the
widest and most remunerative markets for their grain and grain products, to
keep the costs of handling and merchandising within the most reasonable limits
and to assist by the provision of the most efficient and economical machinery
for these purposes in meeting the competition offered by other grain producing
countries.

No other industry or trade in the Dominion is so highly regulated as the
grain trade. No other industry, on the other hand, is so keenly competitive in
its operations. A cash market for farmers’ grain has been continuously avail-
able, and the movement of grain from the farm to the ultimate consumer in the
cheapest and most efficient manner has resulted from the maintenance of com-
petitive conditions in the trade.

These low handling costs and competitive conditions have inured to the
benefit of the producers in the price which they have received.

The Bill to provide for the constitution and powers of The Canadian Grain
Board which is now before the committee, will if passed into law in its present
form, destroy most of the valuable machinery of grain marketing which has
taken so many years to develop, and which has proved itself so highly efficient.
The skill and’ experience brought to bear through the instrumentality of the
private grain marketing agencies cannot be replaced, nor the present channels
of trade communication with consuming countries maintained in effective opera-
tion, by the substitution for the existing grain marketing machinery of a single

monopolistic agency. That this would be the effect if the powers conferred by
812—2}
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this legislation on the Canadian Grain Board were to be utilized is a powerful -

objection to its passage. It would destroy what has been built up during fifty
years and dissipate the technical skill and knowledge which has grown up

around the present marketing agencies, in order to meet an emergency which

must be regarded as passing and temporary and which the operation of recog-
nized economic forces will in time correct. Grave disadvantages are inherent
in a single monopolistic control and operation of the grain trade in Canada.
Such control would not be subject to any of the corrective influences exercised
by competition. Any mistakes in policy or management would be accentuated
if the handling and marketing of Canadian grain were solely in the hands of a
state monopoly. :

The grain trade as represented by the Winnipeg Grain Exchange objects
to the application of compulsion in the marketing of grain, and to the virtual
confiscation of property and machinery owned by the trade.

Recent events in connection with proposals to apply compulsion in the
marketing of certain other farm products demonstrate that a large proportion
of farmers also object to this feature.

In this bill the proposed Grain Board is definitely instructed to “undertake
the orderly marketing of wheat in interprovincial and export trade.” The out-
come of the endeavour of the Canadian Wheat Pool undertaken in the name of
“orderly marketing” to handle nearly fifty per cent of the wheat crop unhedged,
that is to say, without insuring against price fluctuations, and to feed their
grain to the consuming market in a manner which they thought would main-

tain and increase the price obtained for it is now a matter of history. The -

efforts of the pools to institute a system of “orderly marketing” of wheat
resulted in inability to finance their holdings in the face of falling priees. They
were compelled to appeal for governmental aid, and were finally forced to
abandon the experiment after incurring heavy financial losses. The failure of
so-called “orderly marketing” led to the appointment of Mr. McFarland tg
liquidate the unsold stock held by the pool and has .gravely accentuated the
difficulties of the wheat situation down to the present time. A Canadian Grain
Board could not raise or control the price of wheat in world markets. Wheat
prices are determined by world conditions of supply and demand. The move-
ment of wheat through the channels of trade developed in response to the actual
conditions from time to time prevailing is already orderly. It has been evolyed
in response to the actual necessities of the situation and past experiments in
centralized control have merely resulted in disorderly marketing, and in des-
truction of the balance betwen supply and demand.

The inefficiency of centralized control or state monopoly in face of economic
factors has been amply demonstrated not only in relation to wheat, but in
regard to the production and marketing of numerous other commodities in other
countries. There is no escape by legislative expedients from the facts of the
world wheat situation.

We hold the sincere and honest opinion that to resort to compulsion and
centralized control, with the consequent destruction of the established methods
of marketing is not reasonable or justified by the conditions, and therefore
register our objections to the proposals embodied in this bill.

The Winnipeg Grain Exchange realizes the gravity of the present situa-
tion but feels that the sooner a policy is adopted of selling our grain crop in the
open market at prices that will find purchasers in the markets of the world in
competition with the grain of other countries the sooner will the present diffi-
culties disappear. In the meantime it may be necessary to subsidize the pro-
ducers either by some system of price support, or by other means, and in that

case the Winnipeg Grain Exchange will continue to co-operate with the govern-

ment.
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 There has been, Mr. Chairman, since I have prepared this brief, a small
addendum prepared which I hope I may be permitted to read. It is very short.
Have 1 your permission?

The Cuammax: Certainly.

The Wirxess: Since the statement was made in the House of Commons
alleging that there was an apparent short interest in the Winnipeg market on
June 14th of thirty-five million bushels, the council of the Winnipeg Grain
Exchange has required its members to provide statements showing the amount
of wheat and flour in positions not shown in the visible figures but which they
had hedged in the Winnipeg market. The statements show the following
amounts in various positions:

WHEAT POSITION AS AT JUNE 14, 1935
NOT IN CANADIAN VISIBLE

Bushels
(1) R lonr fant Canada s Sy et ool iy o ks o v et 1601000
(2) Plour in=United S BEateR’  SLal s bbb LV e e S 428.000
(&) PlountRflgake L= okt b ISV T R el 28 68,000
(4) Flour in British Iles and Foreign Countries.. .. .. 306.000
" — 5,423,000
(5) Wheat in U. 8. in transit and in non-reporting mills
and feed plants:
e S s L o e R e w82 5000
Ottt Bond ot i il alp Rl S SR Cx T 596,000
(6) Wheat on ocean passage and at British and foreign
ek Rl SR ek S T N S . e o 7,509,000
(7) Wheat in non-reporting Canadian mills in process of
it Tias e ar i S SRR R T TR B W R SRR e 1.402.000
(8) Wheat en route from country points.. .. .. .. .. 8,711,000
— 22,843,000
28,266,000
Other grains hedged in Wheat futures.. .. .. .. .. 259,000

Spreads other markets, unfilled contracts.. .. .. .. 4,014,000
—_— 6,573,000

SR el ir ERALICES S SIS TN O LR, Se et i ORI, DR '3 (839,000

It is to be noted that the figures total 34,839,000 bushels. I feel confident
that the Prime Minister was not informed of the fact that these amounts were
not included in the visible figures and that if he had been properly informed he
would not have made the allegations which he did.

-

By the Chairman:

Q. Mr. Milner, you will observe that what I said was that if the visible was
200,000,000 and the farmers had 10,000,000, of that there would be 190,000,000
left and there would be a shortage of 35,000,000?%—A. Yes.

Q. And the explanation which you have given here is that the visible is
not correctly stated?—A. Yes, sir.

Q. But that is the figure— —A. No, I do not say that the visible is not
correctly stated. There has been a custom of preparing certain figures for the
visible supply figure.

% YQ. Yes, but the visible supply figure given to the world is 200,000,000?—
. Yes.

Q. But you say that it should have been 234,000,000?—A. I do—I do not
say that the visible supply figure should be 234,000,000. The visible supply
figures are, as I understand it, compiled by the Board of Grain Commissioners
or the Statistical Department. In those figures they do not include wheat which
;'I}llay be properly hedged on the Winnipeg market, and which is regularly hedged

ere. ’

Q. There is a great difference. If the visible is 200,000,000 and there is
10,000,000, as estimated in the hands of farmers and mills, which may or may
not be low—I said it was an estimate?—A. Yes.
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Q. That would leave 190,000,000 visible wheat available to satisfy the
225,000,000 which Mr. McFarland has call upon in cash and futures?—A. Yes.

Q. That is right, is it not?—A. That was correct, the figure of the visible, I
presume, that you gave. It was approximate.

Q. T only gave it approximately?—A. Yes.

Q. But you say there is known to you at this time the fact that there is
34,000,000 which is not included in that 200,000,000?7—A. That is correct,

Q. That is what I gather from what you say. Now, Mr. Milner, I am not
going to discuss your Winnipeg Grain Exchange. You have entered into a
defence of the Exchange. I am not going to discuss that with you. I am going
%? ask you this first: You know there is a surplus of wheat in the world?—A.

es. A

Q. And you know the crop of 1930 was not marketed when Mr. McFarland
took over; it had not been marketed?—A. Yes, that is correct.

Q. You know that, and you know that he undertook to try to market it.
You have known Mr. McFarland for a long time?—A. Yes.

Q. And that he endeavoured to market that crop; that is true?—A. I

don’t know what his operations were, sir; I know that is what he was there

for.

Q. Yes, that is what has been said?—A. Yes.

Q. Now, I put this to you; that was in the fall of 1930; is it correet or
not to say that the demand for Canadian wheat, in view of the erop conditions,
had resulted in a large carry-over since 1928, the year of the large erop?—A.
Are you referring to the Canadian carry-over or the world carry-over?

Q. T am taking first the Canadian carry-over?—A. The large crop had a
bearing on the amount of the carry-over, T would say.

Q. Yes. The figure we have been given is 127,000,000 for 1929 and 1930.
I think perhaps, without getting into details, that figure has generally been
accepted as being correct?—A. Yes:

Q. Yes. That is a very much larger figure than a normal earry-over?—A.
That is larger than the carry-over previous to that time.

Q. Well, T said -the normal carry-over?—A. I don’t know how to explain
that term.

Q. We will put it this way: It is a larger carry-over than the carry-over
in previous years?—A. Yes.

Q. Tt is the largest carry-over that you have ever known of; we will put it
that wav?—A. Up to that time.

Q. Yes, up to that time. You, in your business as a grain dealer, as a grain
operator, of course knew that there was a world surplus of wheat as well?—
A. Yes.

Q. In the producing countries?—A. Yes.

Q). And that it was not being absorbed by the importing countries to the
extent of diminishing it to the point of taking care of the surplus?—A. That
is correct. 3

Q. That is so, is it not?—A. Yes.

Q. When was it that the speculative interest was unable to take care of
the hedges on the Winnipeg Grain Exchange?—A. T don’t know that that condi-
tion ever existed.

Q. What?—A. T don’t know that that condition ever existed.

Q. You mean to tell me you never knew a condition existed of that kind?
I suppose you will agree that you speak of Mr. McFarland as part of the specu-
lative interest, is that right?—A. No, T was not going to make that suggestion.

Q. What do you mean by it, then?—A. I mean, having no regard whatso-
ever to price, it has never been demonstrated that the speculative interests,
exporters and importers were not prepared to take all the hedges that were
offered in the market.

e Wl st
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Q. Now, Mr. Milner, surely when wheat dropped—wheat dropped to 38%
cents, didn’t it?—A. Yes, 38} cents.

Q. The lowest price known for 400 years?>—A. Yes.

Q. Who took the hedges then?—A. The speculative trade and the export
trade.

Q. Yes, they were taking hedges at 384 cents—A. Yes.

Q. All they were offered?—A. Well, there was no other person that took
them, other than the ordinary methods.

Q. Quite so; and the hedges were not being taken?—A. I don’t understand
that.

Q. What I -mean is that there came a time when there was nobody; the
speculative interests were not prepared to continue further buying at 38% cents?—
A. What was the date of that?

Q. I am just asking you. I am putting these in the form of questions, not
statements.—A. Yes, I have forgotten the date of that.

Mr. PortrOUS: January, 1932.

The CrArMAN: It was after the 1931 erop was being marketed, in the spring.

The Wrrness: I think perhaps that is fair, if it ' was January, 1932. But to
show that the market did function during the period of low prices, Mr. McFarland
in evidence before the Banking and Commerce commissions stated that he did
not make a purchase of grain until June, 1932, as a stabilization effort.

By the Chairman:

Q. Yes?—A. He further stated that in November, 1932, he had less wheat
then than he had had at any previous time, so the market must have been
funectioning in its normal way throughout that period.

. Q. No; sales had been made by him of wheat, is, I suppose, what you
mean?—A. Sales had been made?

Q. By him of wheat?—A. I don’t understand the implication there.

Q. You see if he had less wheat, he had sold it?—A. He had sold wheat, yes.

Q. Yes. That is all T mean by that. What I am endeavouring to ask
you—I may have been all these years wrongly informed—there came a time
when wheat dropped to 38% cents?—A. Yes.

Q. And Mr. McFarland in the committee indicated that he had no further
credit and was unable to take 'any further hedges?—A. Well, that is a part of
the evidence and some statements that have been made that I have never been
able to understand, because it is in direct variance, I believe, with what happened,
and with the evidence that Mr. McFarland gave; although there is no question
about it that he did not buy any wheat until June, 1932, but that was subsequent
to the drop in price; and my recollection of the market is that it had again
advanced to about 50 cents a bushel from the severe decline of 38% cents. I
would need to check that.

By Hon. Mr. Stewart:
Q. It was in December, was it not?-—A. I believe it was in December.

By Hon. Mr. Ralston:
Q. Of what year?—A. 1932.

By the Chairman:
Q. Mr. Milner, the crop of 1928 was the largest crop we had in this country,
was it not?—A. Yes, it was.
Q. Yes?—A. Yes.

Q. Yes, that was the third largest erop we had in Canada?—A. T shall take
those—I have not got the figures.
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Q. I know, but that is roughly correct?—A. All right. !

Q. And_we had a carry-over; we had an abnormal carry-over at the end of
the crop year in 1930?—A. Yes.

Q. That is right; and added on to the abnormal carry-over in 1930 was the
third largest crop in the history of the country, which made the available surplus
for sale larger than it had been for years. Is that a fair way to put it?—A. I
think that is a fair statement.

Q. The largest it had ever been; that is the fact, is it not?—A. In 1933
are you speaking of?

Q. No, I say the crop of 1931—A. Yes.

Q. —was added to the surplus carried over from 1930, and you had a sum
total of wheat available for sale larger than at any previous period?—A. I will
take that as your statement. I won’t contradict it.

Q. You are also aware that at that very same time there were large
surpluses in the other producing countries?—A. Yes.

Q. Though you do suggest that, wheat having dropped to as low as 38%
cents, had no action been taken there might have been absorption of the hedges
at that price?—A. I still say that there was no action taken other than the
regular operations of the market.

Q. When?—A. At the time wheat was 38% cents.

Q. You say not until the summer of 1932 did Mr, McFarland take any
action at all?—-A. Yes.

Hon. Mr. RaLsToN: Except to sell.

The CHAIRMAN: Yes, but I think he is wrong as to that.

The Wirtness: I am only quoting Mr. McFarland’s evidence.

By the Chairman:

Q. Are you not confusing two things, his operations in stabilizing and his
operations in connection with the ordinary business of taking hedges, for he had
been taking hedges ever since he had been in charge of operations?—A. I think
you have been misinformed on that.

Q. I am just asking you. I do not pretend to know.—A. T have no methods
of finding out other than my conversation that I have had with him, and my
knowledge of what occurred in the market.

Q. Yes?—A. And I would say definitely that Mr. McFarland’s statement
when he appeared before the Banking and Commerce Commission to the effect
that he did not buy any wheat until Jyne, 1932, must of necessity be a correct
statement. T

Q. That is, you said a moment ago, for stabilizing purposes, stabilizing
operations. I did not know whether you made an distinction between the two.
—A. No. It was a question of buying wheat to support the price.

Q. For any purpose?—A. Yes for any purpose. ¢ :

Q. If that be so, wheat had dropped to the price of 38% cents; that is ruin-
ous to the producer?—A. Yes, it is.

Q. There is no doubt about that?—A. No, sir.

Q. What, to your best knowledge, is the cost of production of wheat? If
you don’t know, say so.—A. I don’t know. :

Q. You don’t pretend to know; but it is at least 38} cents; it is more than
that?—A. Yes. Ty 2

Q. Again I say to you that I am not going to discuss your Winnipeg Grain
Exchange at the moment at all. You were there in 1919?7—A. I was overseas,
sir,

. Q. T mean, you came back before the operation had been closed out, hadn’t
you?—A. No, I got back in July, 1919, and I have forgotten. :

Q. You knew there was a wheat board in 1919 and 1920?—A. T did, sir, yes.
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Q. And it was conducted by three gentlemen in Winnipeg, was it not?—
A. Yes. :

Q. And it does not seem to have destroyed the Winnipeg Grain Exchange?
—A. It was not conducted over a long period of years. '

Q. No, I am not talking about the period; it was conducted for a time, over
a year anyway, one crop year—A. Yes, sir; that is correct. ;

Q. That is correct; and the Winnipeg Grain Exchange survived?—A. It
did, sir.

Q. And elevators increased in number?—A. Unfortunately, yes.

Q. Unfortunately—yes; and wheat was marketed by the Board?—A. Yes.

Q. Yes; notwithstanding all that the institution is still there, and that sug-
gests that the reproduction of a wheat board now would not be such a terrible
thing.—A. T see, sir. ;

Q. Was it terrible in 1919 and 1920?—A. No, sir; but conditions were
different.

Q. Well, of course, that is always the reason; conditions were different,
there is no question about that; they are very much more difficult now than
they were then—A. We are in a very difficult situation.

Q. Conditions are much more difficult, aren’t they?—A. Yes, sir.

Q. Very much more difficult, by reason of very many causes, I suppose one
of the principal ones being the increased production of wheat in the world.—A.
I don’t think that is Canada’s main cause, sir.

Q. I did not say, Canada’s main cause?—A. T understood you did.

Q. Have you any suggestion to make as to what Canada’s main cause is;
I am far from endeavouring to prevent you from saying that?—A. Are you
asking it as a question, sir?

Q. No; you are suggesting that there is something you had to say about the
main cause?—A. I did not suggest—

Q. If you have, say so—A. I would suggest one of the reasons for Canada’s
trouble, as far as my own experience is concerned, is that our grain is held at
a price too high to compete with other grain exporting countries.

Q. Meaning that the price which was asked for it was too large a price
in comparison?—A. In comparison with the others; yes, sir.

Q. It is a better quality of wheat?—A. Yes, sir.

Q. You recall that in 1931 the public was advised that wheat should not
be sold at a low price?—A. I do not know by whom that advice was given.

Q. I should say, the public press?>—A. I do not know where they took
their advice from. :

Q. You know there was a general view that Canadian wheat was worth
more than was being paid for Argentine?—A. Yes; that is correct to-day.

Q. Yes, that is correct to-day. It is correct to say, is it not, that it was
the Argentine sales that created the difficulty in 1931? About which reference
has been made in the press and elsewhere?—A. Yes; there was a very heavy
selling of Argentine wheat.

Q. At a price which would not give the Canadian producer any return
for his wheat?—A. In 1931; yes, that is correct.

Q. That is correct?—A. We are agreed that a price of 38 cents was not a
fair price for the producer.

Q. Exactly. Now, the spread between Argentine wheat and Canadian
wheat at the present time is, how much?—A. I have not seen the figures for
several days; I have been busy with other matters.

Q. Yes, I would think you might have been.—A. I think the spread is
about 18 cents a bushel.

Q. Eighteen cents, yes; it has gone up from 18 to as much as 25 cents
a bushel, hasn’t it, at times?—A. Yes, sir.

Q. And it has been as low as 8 and 9 cents?—A. Yes.
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Q. That is comparing No. 2 Canadian wheat with what quality of Argentine?
—A. I believe it is Rosa Fae. ' ;

Q. At any rate, the grade which corresponds to No. 2 northern?—A. They
attempt to arrive at a parity as to grades, yes.

Q. And, as far as you know, the comparison should be with the “Rosa Fae”
and No. 2 northern; would that be right?—A. That would be fair. '

Q. That would be fair. That spread has been narrowing during the last
few months, it was as high as 25 cents?—A. That is correct; yes.

Q. Yes. Now, you referred to the world’s market. You have like the
rest of us, I suppose, read, and you have had first hand information probably,
with respect to the bonuses and assistance given to the wheat producers in
Australia and in Russia and various other places—not in Russia, in various
other places. I just put this to you: is there any world market in the sense
of the term as it was used prior to subventions and bonuses and matters of that
sort?—A. Do you mean, is there anywhere now a world market, sir?

Q. No; is there a world market in the sense in which that term was used
before various forms of asistance were given to wheat producers, as in France,
Great Britain, the Argentine and Australia?—A. Yes, sir, I think there is a
world market.

. Q. What would you say that world market was?—A. I would say that a
world market is a place where buyers wishing to purchase commodities can
do business.

Q. Regardless of whether or not the commodity is a bonused commodity;
or a commodity that is not produced under similar conditions by all?—A. Yes,
sir, that does not affect the marketing of it. o

Q. That does not affect marketing as you see it?—A. Yes, sir.

Q. Is there really any such thing as a “market” for wheat at the moment?
—A. The Winnipeg market is a world market for wheat.

Q. Yes, it is a world market for wheat in a sense, but not in a sense that
the ultimate consumption of wheat is determined by the price payable there.
The greatest importing country is Great Britain, isn’t it?—A. Yes, sir.

Q. So far as a world market is concerned, if there is any left at all, it would
be Liverpool, wouldn’t it?—A. Yes, Liverpool is probably the world’s largest
“world market.”

Q. Yes; and you would not say that that was a world market as it was
known to you and to others for instance before subventions, bonuses and restrie-
tions with respect to sale by other countries became common?—A. I do not get
the foree of your question.

Q. For instance, take France?—A. Yes?

Q. You are familiar with the fact that France exports wheat to England?—
A. Yes.

Q. And is selling it in England at a price which bears no relation to its cost,
nor to the price being paid in France for it?—A. That is correct, yes.

Q. The French farmer receives a certain price for his wheat, and_ so far as
he is concerned his market price is what he as a producer gets for it; that is
right?—A. That is correct, yes. :

Q. But the sale of that wheat on the Baltic Exchange in London, or Liver-
pool, is at a price which had no relation to the figure which he receives in France;
vou know that?—A. Tt does not bear a direct relation.

Q. It is much less, as a matter of fact?—A. It is less.

Q. Very much less; in some grades it is only half?—A. Yes.

Q. What would you describe as the world market then? Take the sales of
this commodity, for which the producer in France has received upwards of a
dollar and a quarter a bushel, we will say, and which is being sold in Liverpool
or on the Baltic at London for, say, half that; is that a world market?—A. I
would say the world price is a price at which a commodity can be obtained in
the world’s markets, regardless of where the market is located. I would say it ;
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was just and fair to say that Chicago at one time had become a world market
when they bought Polish rye; if that was the highest price, or the best place at
which to sell Polish rye then that is the world market for Polish rye.

Q. The only point I am trying to ask you is something about which you
know much more than I, and that is whether or not you could describe as a world
market a price which is given for a commodity which is being marketed after the
producer of it has been paid by the marketing agency—being the state—twice
what is being received for it on this market. You think that would be a world
market?>—A. I think so, because I think the seller of that—regardless of the
producer, or of control or anything else—the seller of that wheat, whoever he
may be ultimately, will have to compete with wheat being sold from any country;
and the relation between these values determines for the buyer what the price
should be; that is the world price of that commodity.

Q. Yes; then the world price for Canadian wheat according to that would
be the price which was fixed by the seller of wheat—not by the seller, which
was obtained by the seller of wheat—although the producer was not that seller.—
A. Yes, sir, that is correct; having relation always to quality. ;

Q. I am talking about uniform grades, to be frank. Then, so far as that is
concerned, world market figures at the present time is the price at which state-
aided produced wheat sold in the markets of the world sells at; what they can
get for it; leaving out Canadian wheat for the moment?—A. Yes, that is correct.

Q. That would be right; and I notice in your memorandum you suggest that
control should be removed and that Canadians should now take this great surplus
that has accumulated by reason of the facts to which you have referred, and
this wheat should be sold for a world’s price, which is the price at which the
French government or any other government might desire to sell, even at half
what it cost, or what the producer received?—A. In this country, sir?

Q. No, no. We have a world’s market established to your satisfaction;
but we have France selling on the Baltic in London and at Liverpool at half
what the wheat cost beeause of subventions by the state, which have been given
to provide the farmer a certain compensation for his erop. Your suggestion in
this memorandum is that all control should be loosed and the Canadian farmer
should take for his wheat the price that is fixed in the world’s markets?—A. T
regret that you read that out of a memorandum, sir, it is not in there, to the
best of my knowledge.

. Q. This is your memorandum; here is what you say in the last page, I
listened to you with attention and here is what you said:

The Winnipeg Grain Exchange realizes the gravity of the present situ-
ation but feels that the sooner a poliey is adopted of selling our grain crop
in an open market at prices that will find purchasers in the markets
of the world in competition with the grain of other countries the sooner
will the present difficulties disappear.

A. I did not refer to the producer of grain, I referred to Canada’s grain.
Q. Look at what you said, please:—

The Winnipeg Grain Exchange realizes the gravity of the present
situation but feels that the sooner a policy is adopted—

I was looking for some construetive suggestion from you about this bill and you
say:-—

The sooner a policy is adopted of selling our grain crop in an open
market at prices that will find purchasers in the markets of the world
in competition with the grain of other countries the sooner will the present
difficulties disappear.

That i your view?—-A. I still subseribe to that view, sir.
Q. Yes; in other words; the question for the producer is unimportant?—A.
That is not correct.
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Q. That is what it means?—A. T do not know how you can take that mean-
ing out of it. 3

Q. How could you take any other?—A. Because, under the present system—
and I have not in this brief even attempted to suggest to this government a stib-
stitution for the proposed Grain Board Bill.

Q. Ah, but you have. I have asked you for constructive suggestions. It
was not an apology for the grain exchange which I was seeking from you, I was
asking you for something constructive to assist us. What you say in the con-
cluding paragraph of your memorandum, at page 9, is; you realize the gravity of
the situation and feel that the sooner we adopt the policy of selling our grain crop
in the open market at prices that will find purchasers in the markets of the
world in competition with the grain of other countries the sooner will our present
difficulties disappear?—aA. Mr. Bennett, may I say, sir, to put it briefly, you have
read some meaning out of it than the meaning which I intended. My intention
was to convey the idea that out export markets should not be restricted, we should
continue to sell grain in open eompetition with other countries. I have stated,
it is my personal opinion, that the farmers’ interests are paramount as far as this
grain situation is concerned; nor did I ever hold any other view.

Q. Well, you see, Mr. Milner, I do not want in any sense to discuss that
phase of it with you. Take your recommendation to this government as to how
they should deal with the situation, and what you say is that your grain exchange
realizes the gravity of the present situation?—A. Yes, sir.

Q. Your evidence satisfies me that you do. You have also given testimony
as to how prices have been arrived at with respect to the sale of grain where it
has been produced under state aid, or with bonuses or subventions as the case
may be. Now you say that the sooner a policy is adopted of selling our crop in
the open market af prices that will find purchasers in the markets of the world in
competition with the grain of other countries—that is French grain, Australian
grain and grain of that sort—the sooner will the present difficulties disappear.
Then you close by saying:—

In the meantime it may be necessary to subsidize the producers either
by some system of price support, or by other means; and in that case the
Winnipeg Grain Exchange would continue to co-operate with the govern-
ment.

A. Yes, sir.

Q. In other words, what you say is let the Canadian production of 400,000,000
bushels go on the market in competition with the grain of all the countries of the
world and let it be subsidized by the Dominion government, in accordance with
your suggestion, and the Winnipeg Grain Exchange will co-operate?—A. I think
that is a fair statement.

Q. That is a fair statement?—A. Yes.

Q. Is that your only constructive suggestion with respect to this bill?—A.
That is the only constructive suggestion that I have got in connection with it, sir.

Q. In other words, it is, in the words of Carlyle, “Let the devil take the hind-
most”?—A. T do not know that that can be read out of it, sir; we are interested,
as I pointed out, in the interests of the producer. We are suggesting that a
subsidy, if necessary, be paid the producer; but we do deplore the fact that our
export trade in wheat has diminished.

Q. But, Mr. Milner, was it not bound to decrease the minute nations began
to subsidize the producer; countries that formerly had been importers?—A. I
believe that that is the situation. x

Q. Is that so or not?—A. That is so.

Q. Now, Mr. Milner, I knew you when you were a young man—although
you are not an old man yet by any means, you are still young—but in those -
days you were selling large quantities of wheat to France?—A. Yes.
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Q. That is so, yes; and to-day the only wheat sold to France by anybody
is wheat that represents the same kind that France has been permitting to be
sold to other countries?—A. That is correct.

Q. And of the amount bought last year by France, according to figures
furnished to us, the major part came from Canada?—A. That is correct.

Q. That is correct. How do you explain the fact—put it this way, is it not
absolute common sense that the minute France begins to supply her own wheat
there is a diminution of Canadian exports?—A. That is correct.

Q. That is so?—A. So far as France is concerned.

Q. You know, one year we sold France 31,000,000 bushels—I think that
was 1930—is that correct?—A. Yes.

Q. We sold much less in the following years because France increased the
production of her own wheat; that is so, is it not?—A. Yes. :

Q. And all she bought was what was necessary for mixing and seeding; that
is 80, 18 it not?—A. Yes.

Q. My difficulty is this; you say there has been a shrinkage in the sales of
Canadian wheat, wasn’t there bound to be under these circumstances?—A. There
was; but I should have perhaps added, in comparison with Argentine and
Australian shipments.

Q. Yes, Argentine and Autralian; and Australian bonuses to the extent of
£4,000,000 for producers, as you are aware?—A. Yes.

Q. Now you suggest that some such treatment as that should be accorded
to our producers, is that your suggestion?—A. I do not care to suggest as to the
method.

Q. No, no; not the method; some such system as that?—A. Yes, that is a
fair statement, that the producer receive a reasonable return for his work.

Q. You say you think the producer should receive a reasonable return,
and you will say if you are familiar with the figures, that the Canadian pro-
ducer has received for a very much smaller quantity of wheat, a very much
larger sum of money than he received for a larger quantity in preceding years?

—A. T have seen the figures.

Q. There is no question about them being accurate?—A. I have not checked
them. T presume they are accurate. I take your word they are accurate.

Q. You are aware of the fact that the price of wheat sold by Canada has
been higher during the last year or two than it was previously, and it dropped

as low as 50 or 60  cents?—A. Yes.

Q. Have you looked at the question of imports by importing countries in
the vears when wheat was very low as compared with years when wheat was
bearing a higher price and seen what the effect has been?—A. I do not know that
I have examined those figures.

Q. No. I suppose in the ultimate test the question is the consumption of
wheat, the actual going into consumption of the wheat?—A. Yes.

Q. As long as wheat is overhanging the market, whether in the hands of
the speculator or the producer it is unsold wheat?—A. Yes.

Q. And obviously until it goes into consumption it cannot be said to be no
longer a factor in wheat prices; I suppose that is correct?—A. T do not get it.

Q. The test is when the wheat goes into consumption‘?—A Yes.

Q. That is clear, is it not? As long as it is overhanging the market,
whether it be in the hands of a speculator or the owner, it is unsold wheat?—A.
The statement is that it has a depressing effect on the market.

Q. Yes, until it goes into consumption. T suppose that is correct, is it not?
—A. Are you still speaking in connectlon with unsold wheat having a depress-
ing influence on price?

Q. Yes—A. I have seen times when that has not been the case.
Q. It is a broad and general rule?—A. Yes, it is.
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Q. If that is so, I am still asking you to look at the situation as you see it
to-day. In any other business in the world, except probably in the production
of wheat, in farming, if large surpluses accumulated in the only market in which
you can sell your product the general idea would be to realize on your inven-
tories’ and not produce as much as you had been producing until such time as
you are able to overtake the market; is that right?—A. That may be true in |
some industries.

Q. Is it true in relation to wheat?—A. That would be a last resort in our
industry.

Q. If it is going to take care of the situation you mention?—A. Have our
price of wheat more near the price of other exporting countries and get rid of it.

Q. In other words, Canadian wheat, if it is sold on the basis of competition
with France, with Australia or with the Argentine, would get rid of that prob-
lem?—A. That would get rid of a certain portion.

Q. Of that problem?—A. Yes.

Q. What happens to the producer?—A. I have suggested that the pro-
ducers’ interests must be protected. -

Q. Yes, how?—A. Well, there are various methods that could be adopted.

Q. Would you tell me what your suggestion may be, because we are deal-
ing with this matter?—A. We have related the method adopted in France. I
do not know whether the government in this country is prepared to follow a
proposal of that nature, but the export flow of Canadian wheat could be main-
tained and the difference between the price which it was necessary to bonus—
the price at which this grain was collected and the price at which it was sold
on the open markets—that loss could be taken by the government of this country
as a subsidy to agriculture.

Q. Oh, yes; that is what I thought you would probably say. Now, what
other method have you to suggest?—A. Well, it is a presumption on my part
to suggest.

Q. No, you are representing a great body. I understand your first sug-
gestion: you simply say a reasonable price should be paid the producer for his
grain, and that based upon the cost of production, and then the grain should
be allowed to flow out uncontrolled, and that the difference between the uncon-
trolled price, the price realized from the uncontrolled flow and the price which
the producer is paid should be made up by the taxpayer?—A. Yes.

Q. As a subsidy to agriculture?—A. Yes.

Q. That is perfectly clear and easily understood. Now, have you any other
suggestion?—A. No, I have no other suggestion, sir, but other remedies I have
heard other grain men speak of ultimately fall into that same channel.

Q. Yes, they all fall into that; they all get down to that in the end?—A.
Yes, they do.

Q. There is no doubt about it. Now, that being so, I put this to you: you
have followed the operations on the Grain Exchange of Mr. McFarland, and
you know him very well; he talks to you frequently, I understand?—A. Yes.

Q. At present he is in the hospital?—A. Yes.

Q. And this is the position, that the farmers of the country, the producers
of wheat in the country have been receiving a price which is higher than they
can receive for their grain if it is marketed in competition freely, would you
say, with wheats of other countries?—A. The farmers did do so.

Q. Do you suggest the price paid them has been excessive?—A. I do not.

Q. Then, it would involve, on that statement, a subsidy to agriculture in
the method you have indicated of the difference between what the farmers
receive and the price at which the grain should be sold—allowed to flow out of
the country?—A. That is correct.

Q. Now, the grain has flowed out of the country, but not in as large volume
as you would like, at prices which have been approximately those paid for it?—
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A Will you repeat that?

Q. The grain has flowed out of the country at approximately the prices at
which it was bought or received by the producer?—A. Yes, that is right.

Q. That is correct, yes. Now, it has been said here that Mr. McFarland
has accumulated 225,000,000 bushels of wheat or thereabouts by taking the
hedges of the farmers and by purchases on the Canadian market for the stabil-
ization of price. On the latter side of it, according to what you have said just
now, you give your heartiest approval, as to stabilizing the price to the pro-
ducer?—A. I did not get the word.

Q. I am sorry. I was not speaking up.—A. Your question was quite clear.
- Q. Perhaps you did not hear me. I said it is shown that Mr. McFarland
~ has accumulated 225,000,000 bushels of wheat and that a portion of that wheat
was taken for hedges and a part of it purchased for stabilizing the price to the
farmer, to the producer in western Canada. Leaving out the first question, which
is disputable, and taking the second, the question of stabilizing, I gather that it
meets with your warmest approval as giving the producer a reasonable price
for his wheat and under conditions to which you have referred?—A. The question
of stabilization, sir, meets with my approval; the price at which it was stabilized
does not. ] :

Q. It was too high?—A. Too high.

Q. In other words, the price paid to the producer, you think, is higher than
it should have been?—A. No, sir, I do not think that.

Q. Well, that is what it comes down to?—A. That is correct, but there could
have been another method employed.

Q. Now, I think we should have that. What would be your other method?
—A. The other method might have been, as one alternative, that the government
of this country decide as to the price that the farmer should have for his product.

Q. In other words, the government of Canada fix the price of wheat?—A.
As far as the producer is concerned—as a minimum.

Q. That is the first alternative suggestion; that the government should fix
the price, the minimum price to be paid for wheat. Yes, that is interesting.
What is the next point?—A. The next point is that in the event of the Canadian
market declining to a price lower than that, that the farmer should have some
form or method of collecting the difference between such minimum price and
the price which he receives at the country station.

Q. That would be a very interesting experiment?—A. I thlnk it would be
all right in my personal opinion.

Q. In the first place, the transaction is made between the farmer and the
elevator company. That is the first sale of it and it is made within the provinces
themselves. But leaving out of the question any difficulties in a legal way, you
say that this Dominion government should fix the minimum price to be paid for
wheat?—A. I do not say they should; I say that is an alternative.

Q. No, no; it is a pure alternative, I do not want to mislead you. Then,
having fixed the minimum price, for the sake of argument let us have some
figures, say, 60 cents at the elevator, the wheat is sold on the Canadian market
by the elevator company through the channels of trade to which you have referred
in your memorandum at 50 cents, and the 10 cents will be borne A. By the
government.

Q. Borne by the government as a subsidy to agriculture?—A. Yes.

Q. What method would you suggest should be adopted for arriving at the
minimum price—I am leaving out freight rates because there is a variation to
freight rates—it is all Fort William basis; but leaving that out, how would that
be done?—A. That would have to be entirely with the government, the finances
of the country.

Q. And if White wheat should decline to the price of 38% cents, there would

be a tremendous liability; and that would have to be met as a subsidy to agri-
culture?—A. Yes.
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Q. And it is so, is it not, Mr. Milner, from your past experience, having
regard to your knowledge of the 1928 crop and the 1931 ecrop, I think you will
see beyond question that the removal of all controls at present with respect to
accumulated wheat that.is held by Mr. McFarland—we use the name Mr.
McFarland—but held by a corporation—together with the probable crop of this
year, would reduce the price to a very low level?—A. It is always difficult to
forecast the market.

Q. I agree; but having regard to what you know of world erops and our own
expectations with respect to western Canada, which, at the moment have been
expressed in terms of 400,000,000 bushels, and to the rapidity with which wheat is
marketed in the fall, would it not have the effect of rapidly decreasing the price
of wheat if all controls were removed and its free flow were permitted?—A. It
would decrease it with world conditions remaining as they are at the moment.

Q. I am talking about world conditions as you know them to be?—A. Yes.

Q. I am not talking about what may be; I am talking about what is. Now,
that being so, wheat cannot be marketed unless it is hedged, can it? That wheat
cannot be marketed unless it is hedged?—A. The new crop?

Q. Yes—A. No. :

Q. No, it certainly cannot. Hedging really is related to what we call the
credit situation; that is its relation to the necessity of the elevator companies
having credit facilities to buy the farmers’ wheat?—A. That is correct.

Q. That is the short way to put it. The only reason the banks will not
advance money is that they are unwilling to take the risk with the depositors’
funds unless they have a hedge?—A. Yes.

Q. And the hedge means that somebody has put himself in a position where
he must take that wheat which has actually been purchased by the elevator
company; in the event of the contingeney arising that he has to do so, he must
be in a position to do so?—A. He must be in a position to do so, to put up the
hedge.
gQ. Putting up the hedge simply means that the elevator company has
limited its possibility of loss. That is a short way to put it?—A. We. call that
“price insurance.”

Q. That is a much better way. This price insurance must be provided?—
A. Yes.

Q. If this crop is to be marketed, somebody must provide price insurance?
—=A "Yes sir.

Q. Well, now, you suggest that if all the controls are removed and the wheat
is allowed to go upon the open market, plus the 225,000,000 bushels Mr.
McFarland has, the hedges can be taken by speculators?—A. My suggestion
would be that all the controls should not be removed. I do not believe in that.

Q. You do not believe in that?—A. No.

Q. But assuming that the controls were removed to the extent to which
you suggest, you believe the speculators then will taken the hedges, the price
insurance?—A. I do think it is fair to say just speculators. I think the same
interests who have always taken the hedges—let me put it that way—would
take the hedges; yes.

Q. If all price restrictions were removed?—A. I have said I do not think
all price restrictions should be removed; but I do think at a price which would
not be a good thing to-day that speculators, importers and exporters would
ultimately take all the hedges.

Q. In other words, price insurance could be sold to somebody if there was
no limitation or restriction as to prices?

Mr. Porteous: Ten cents a bushel. _

The Wrr~ness: It is a question of leading the cost of that wheat—you are
talking about the cost of insurance.
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By the Chairman:

Q. No, I am not talking about the cost of insurance at all. I have to sell
some price insurance to somebody?—A. The hedge.

Q. In other words— —A. Yes. ‘.

Q. Because I thought your two words were admirable as expressing what
would be understood by everybody I have used them.—A. I was thinking
of premiums.

Q. I was not. I want to put this to you, now. Do you think there would
be enough purchasers of hedges—I want your opinion, the best you can give—
if all restrictions and controls were removed?—A. I do say that, but at a very
much lower level.

Q. Exactly. Have you any idea how low a level, having regard to what
happened in 1931 with the crop of that year?—A. No, I would not make an
estimate.

Q. It might be forty cents?—A. It would be altogether dependent upon
the world condition of wheat.

Q. The world condition of wheat at the present minute is known to you.
It would unquestionably involve a greatly lowered price level; that is a fair
way to put it?—A. That is a fair way to put it.

Q. And the result would be that the primary producer of this commodity
might receive a sum wholly inadequate to pay him the cost of his seed and
labour?—A. May I repeat, sir, I have never suggested at any time—

Q. No; I am saying in the absence of controlled assistance, put it that way,
it would involve that?—A. Yes, sir.

Q. There is no doubt about that?—A. That is correct.

Q. That being so, direct your attention to the bill. I ask you this. You
will observe that it is not proposed to take the elevators from the owners;
it merely proposes to permit them to continue to operate their elevators as
heretofore, but on account of the board. You think that is a mistake?—
A. No, sir.

Q. Which may be a pool. On account of the board. I am treating this as
a pool, as it is. There would be no difficulties, so far as the elevator is con-
cerned, would there, Mr. Milner?—A. Well, the difficulty is this, as I see it,
that this bill provides for the confiscation of the use of property.

Q. I am quite well aware of the legal argument made about that. It is
not confiscation at all. I put this to you, Mr. Milner: You own an elevator.
You ran it all last fall, and as you very properly say, you are governed by
statute in the operation of that elevator; (a) you must have a licence and,
(b) you must issue certificates, receipts in forms settled by the Governor in
Council under the act itself?>—A. Yes.

Q. Then you have to be bonded and matters of that sort? Now, as the
farmers could not sell that grain to you last fall at your elevator, you sold it
under terms to various people who held it in other bins for storage, didn’t you?
—A. Yes, sir. :

Q. Now, I ask you what is the difference if I merely say you operate instead
of for prospective purchasers, for a purchaser that you know before you operate?
—A. I know the money I can make out of that elevator will be dependent
upon competitive conditions.

Q. It will be this time?—A. In this bill it does not provide for any tariffs.

Q. They are fixed by the Grain Act?—A. There are certain matters in
connection with street grain and so on that would have to be gone into, the
amount of their operation—there is nothing in this to state what return—

Q. Do not let us get into the street grain business. Let us leave that
alone.—A. All right, sir.

Q. I am putting it to you, that when you talk about confiscation—it is a

good word for lawyers to use occasionally—what happens in this case is you
812—3
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are going to run your elevator that you have at Okotoks for the board this year,
last year you ran it for anybody you could get to buy your grain. What is
the difference? Is the difference you do not think you would make so much
money?—A. That is always a consideration in business. :
Q. T know it is. That is what business is for. Is that the real reason?—
A. No, it is not the real reason. It restricts the operations of the elevator under

~ this act.

Q. How?—A. It virtually makes all the customers whom we have and
whose business we have been looking after over a period of years, join an
organization which becomes similar to the pool—we used that expression before.

Q. This is a pool of grain, yes?—A. We do not think it is in the interests
of those people to market their grain in that manner.

Q. Do you see, what I am coming to is this: 1 am trying to direct your
attention—it is not an easy thing to talk about the thing as a whole—I am
staxting in with the primary producer who hauls a load of grain to the elevator?
—A. Yes.

Q. Last fall he hauled it to you at Okotoks; he got a cash ticket and went
out and got money for it at the bank and that is the end of it; you became
the owner of the grain; that is, after you bought it; then you sold it to some-
body else?—A. Yes.

Q. Now, this year the producer hauls the grain in to you and your elevator
is running the same way, still bonded and your fees are fixed by law as
heretofore; however, you know you have no worry about buying or selling of
that grain, because it has passed into the hands of the board. You buy for
them. When you bought it, it was their grain. Tell mé wherein the elevator
company suffers?—A. We suffer in the fact we are not running our own
business.

Q. But you are. That is what T am trying to show to you. You are
buying grain. You are a public utility under the law; remember, now, you
are licensed; you have certain statutory obligations to perform. Those obliga-
tions you are performing this year exactly the same way you did last year.
I want to know where the elevator company suffers; T am starting with the
producer hauling his grain to the elevator; the elevator is being ovnerated the
way I have indicated. Now, I want to know where he suffers. You are the
owner of the elevator—A. Well, one way in which we might suffer is this,
that we have built up—take any company that a man is associated with;
his business connections have been built up by service and by proper dealings.
In this case where all the elevator companies in the country were run by one
organization— :

Q. No, no; each company is running its own elevator and the competition
for service is just the same as it ever was, and the desire to serve your cus-
tomer is just as great, only vou know exactly what you are going to pay, so
far as he is concerned.—A. Then there is no price competition.

Q. No. You do not mean to suggest there is very much for the elevators,
do you?—A. T do, sir.

Hon. Mr, StewArT: Did you sell wheat?

The Cuamrman: No. I know what the competition is, but there is no
competition in price. I put it to you, where has he suffered? He has taken
no risk, none at all. He gets the same fee. the same customers, the same
services, and you have no worries. You know your wheat is sold when you
buy it. :

Mr. Virrance: This must be for you, this bill.

The CHAmRMAN: We are starting with the primary producer and the
elevator. We have to take it along, starting with the grain in the hands of
the elevator. .

Mr. Varrance: I should be on the stand, not him.
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~ The CuamrMan: I am asking for suggestions with respect to\this, because
this matter is one of the most important in the bill, this section which provides
that the elevators shall be operated for the benefit of the Board. Now, the
witness before you suggested that some sort of board may be necessary.
We will leave that out for the moment. We will assume that there is a board.
I am starting out with the producer hauling his load of grain in to the
elevator this fall just as he did last fall. The initial payment is fixed. He
knows what he is going to get, and you know, running the elevator, what

damnified or injured by this step?
The Wirness: I said that one thing is the question of competitive prices.

By the Chairman: ;

Q. But your customers, you said a moment ago, are established?—A. They
are established by competition.

Q. Well, there is competition in service?—A. There is.

Q. Not in price?—A. There .is competition in service and competition in
price.

Q. We will leave -price out, because the price, we say, adopted by all the
elevator companies is the same?—A. To that extent I have no chance of main-
taining competition with my other people there; all I can do is on service.

Q. Quite so?—A. It narrows competition, let us say.

Q). It narrows competition?—A. Yes, for customers.

Q. Yes?—A. For customers.

i Q. But you see, the customer who has been accustomed to hauling his wheat

. to one place, when he is going to get the same price if he goes to another, will
| continue presumably to haul it to that place; and if the service you give him
is better, or you convass him, you will get the business. It is a question of ser-
vice?—A. It would be, under this.

Q. There is no finanecial injury, is there, because your wheat is sold before
you buy it?—A. I don’t know what terms these elevators would be employed on.

Q. But it is fixed by law?—A. You are talking about the tariff now?

Q. It is fixed by law, yes, by statute. We have not changed the statufe.
You will get the same rate. Assuming it is for storage, and if it is specially
binned-—that probably would not longer operate except it be for sale within the
provinee, to a milling company in the province or something of that sort—the
handling charges are all the same. T have not changed them or suggested that
they be changed. What is your loss in the elevator by this bill?—A. I would like
some time to think that question .over.

Q. All right. Then proceeding from the elevator to the next step in the
movement of the grain, the grain already in the elevator is held on account of the
board instead of on account of, we will say, the Ogilvie Milling Company, if it
be one of their elevators, or on account of anyone of the numerous elevator com-
panies. It is sold. It moves out by car, loaded as rapidly as possible, down to
the head of the lakes. There is no difference there, is there? And so far as the
head of the lakes is concerned, the treatment is exactly the same, for that is
covered by statute, is it not?—A. The tariff?

Q. That is covered by regulation, as you say, or statute; there is no difference
up to that point?—A. Right.

Q. Now I put this to you: Is there any reason why, in the operation of this
board as described, all those persons who have heretofore discharged services
might not continue in the same way as the elevator companies do, as agents for
- the board, to make their contacts, use their contacts abroad for the sale of wheat?
—A. I have not studied the point of this sufficiently to answer.

_Hon. Mr. StewarT: I am quite interested in that question. You say they
will be permitted to continue their contacts for sales, as the elevators?

:

~ you are going to pay. 1 am going to ask you where your elevator has been
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The Cudmyax: I took the wheat from the producer to the elevator com-=
panies. I left the elevator with the wheat. It has been loaded and brought
down to the head of the lakes where, as Mr. Milner says, it will receive the same
fee as heretofore for doing that, and then it has to seek its markets abroad.

Hon. Mr. STewARrT: Yes, and not through any ageney other than the board.

The CaamrMaN: No. T said if the board authorized various persons en-
gaged in that business to make sales, the only matter being what we have said
here with respect to elevators, or that may be varied as the case may arise, is
there any reason why that should not be done?

Hon. Mr. Stewart: I just want to be eclear about that. You say if various
persons are authorized to make sales abroad—

The CrarMAN: This is the way I put it: T am the board, and these four
gentlemen are men who have heretofore been engaged in the sale of wheat, and I
say to them, “ Gentlemen, I want you to continue to sell this wheat that I have,
for which you will be paid a reasonable fee for the service you render, with your
customers abroad, and supply them with Canadian wheat.” That is conceivably
an easy way to do it. They have contacts; the board has not., There is no
reason why that can not be done if they would be willing to do it, is there, as
agents of the board?

The Wrrness: That would seem to be reasonable.

By the Chairman:

Q. That would seem to be reasonable as far as that is concerned. The only
question that would arise would be with respect to those who desired to buy it
outright from the board. They might want to take a chance to make some money
themselves, if it were provided that the board could sell to them direct and they
wanted to take a chance. There would be no limitation there, would there? I
mean, it is conceivably an easy thing to do, is it not?>—A. This is getting too
involved. L

Hon. Mr. Stewart: I agree.

By the Chairman:

Q. You know, Mr. Milner, it is not involved to y'our clear mind. "All you
have to do is just put yourself in this position: You are the board, and you are
not going to establish new agencies in order to undertake trade. You merely
say to all those people who have engaged in the same trade in Winnipeg and
elsewhere, “ Gentlemen, preserve your contacts with your customers and sell
my wheat.” It is the only wheat there is to sell. There is not much difficulty
about that, is there? And for honest services you will be paid an honest fee.
That is what the 1919 board did.

Hon. Mr. Stewart: That is a lovely picture.

The CuamrMaN: That is what the 1919 board did.

Hon. Mr. Stewart: But, the 1919 board was not organized for the purpose
of paying higher prices for grain. :

The Cramrman: I have it here, paragraph 5, it says:—

Deliveries of wheat may be taken from, through or by the use of
such agents or grain companies or organizations as the Board may see
fit, and may be at such points in Canada, at the seaboard or otherw1§e,
as the Board may direct, and the Board may pay to such agents or grain
companies or organizations handling wheat, or delivering wheat to @he
Board, such commissions, storage and other charges as the Board with.
the approval of the Governor in Council may deem proper.




BILL 98, CANADIAN GRAIN BOARD ACT 43

By the Chairman: ;

Q. I have not touched, or endeavoured to touch, in this bill anything that
fixes fees by the Grain Commission. We have not dealt with that at all. Is
there any reason why the business of the board should not utilize all these
marketing agencies that have been created during all these centuries for the
purpose of selling grain?—A. I presume the board could use those services.

Q. Certainly, and without disturbing the business of these people with the
world?—A. I'don’t want to go that far.

Q. You don’t want to go that far; there might be some disturbance?—A.
There might be. _

Q. Is it not fair to say to you there would not be; you are quite right in
saying you have no desire to go that far. You said there might be, that is right.
‘There is no reason why these agencies that have been created all these years
for the sale of wheat should not continue to function if the board is willing to
employ them?—A. Suppose the board were not willing to employ an agent who
had been in business a number of years and did not employ him; is that fair?

Q. No. Suppose it provided for the employment of any who had been
previously engaged in the business, without particular designation—just as I
proposed in respect to the elevator companies?—A. I would like to have some
individual efforf in the conduct of my business.

Q. You wotlld still have?—A. But it would be—

Q. The same business might continue and make money?—A. That is correct,
if there is a settled standard of crop.

By Mr. Gobeil:

Q. You would not want to speculate?—A. I do not ever want to speculate.

Q. What difference does it make in respect to individual initiative?—A. I
mean, business that would accrue to the company.

Q. Tt would accrue just the same?—A. It does not require speculation to
make business.

The CramrMax: It would accrue just the same. i

By the Chairman.:

: h(lll I want you to direct your mind to that problem, will you?—A. Yes,
shall.

Q. You say all that is involved is the question of utilizing every efisting
agency without diserimination for the purpose of preserving contacts with the
markets, particularly in the sale of grain?—A. Do you say that is done anywhere
in this bill?

Q. What I say of the bill is this; that it can be done, of course, just as
was done by regulation with the other business of 1919. You see, Mr. Milner,
what I want to get in your mind is this; we have a real problem, I am asking
you for any constructive suggestions you desire to make. You have made one;
two, as a matter of fact. One is the removal of control and allowing the
wheat of Canada to go into the markets of the world regardless of other con-
siderations; and two, that any loss sustained by the producer below a given
ggu§e shall be compensated for as a subsidy; that is part of your suggestion?—

. Yes.

Q. I am trying to ask your attention to the bill to show that starting with
the producer hauling his wheat to the elevator, and from the elevator down to
the head of the Lakes and from the head of the Lakes down to the seaport
and so on, that you have a condition visualized, if you will, by what I suggest.
That would not interfere with your business, let it continue; but it would
not enable wheat to be bought and sold as a commodity with the same free-
dom as it now is. That is, the John Smith Company could not buy a million
bushels of wheat to-day thinking there was going to be a rise in the market;
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they would be acting as agents for the board in the sale of wheat; and the
board would direct its policy, as Mr. McKee has said; the board therefore,
as he says, would be directing the policy as to how best that can be done.
Would that be unfair interference with vested rights in business, do you think?
There would ‘be some restrictions, as you say, but would it be an unfair inter-
ference with it?—A. T would like to have time to think about that.

Q. You would like to have time to think about that. I quite understand
that. Perhaps we had better adjourn. When shall we sit again? We cannot
git this afternoon after the House meets, unless we ask for leave.

.fé: ; The Witness retired.

Hon. Mr. StewArt: Shall we meet to-morrow at the same hour? ,
The CuaRMAN: Perhaps we had better say 10 o’clock, would that be con-
venient?

Mr. VaLrance: Before we rise, I think leave of the House should be
requested to authorize the printing of the proceedings of the committee from

day to day.
The CualrmaN: Well, yes there is that question; that the House of Com-
mons be asked for leave to print the proceedings from day to day. :

Hon. Mr. RanstoN: Yes. I did want to say a word about that, because

I ‘think the evidence that has been given this morning by these witnesses in
connection with this matter, and the attendance here, indicates how much
interest there is in the discussion.
. The CuAalRMAN: Yes. Very well, T have no objection in the world to that
being done, if it is the common opinion it should be done. The only thing is
I had not thought that we were going to deal with anything other than this
bill, but the suggestion has been made to make it a wider investigation. I
suppose ‘that that means some sort of an interim report should be presented
to the House this afternoon, and that a motion should be made by me as the.
chairman that the proceedings should be printed in so many copies—whatever
the motion is—prepare it for me, will you Mr. Clerk?

Hon. Mr. Rauston: There are only two copies I understand being made
now.

The CuamrmaN: Is that all; T did not know that, I thought there were
more than that. ¢

Hon. Mr. Rarston: I did not know that either.

The CuamMmAN: I did not know that until this morning.

Tt would be very difficult for me, but I suppose it is probably desirable
that the committee ask leave to sit while the House is in session.

Hon. Mr. Stewart: That is all right as far as we are concerned.

Hon. Mr. Ransron: That is all right as far as we are conecerned; but, of
ci)m'se, it would be much more difficult for the chairman than for anybody
else.

The CHARMAN: T know that. We will just leave it and perhaps do it as
a matter of routine.

Hon. Mr. StewArT: We will leave that to your decision, Mr. Chairman.

The Cuamman: Thank you. ‘

The Committee adjourned at 12:59 p.m. to meet agair.x at 10 o’clock a.m.
Friday morning, June 21, 1935.
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MINUTES OF PROCEEDINGS

House or CoMMONS,
Fripay, June 21, 1935.

The meeting came to order‘at 10 a.m., Mr. Bennett presiding.

Members present: Messrs. Bennett, Gobeil, Lucas, Perley, Porteous, Ral-
ston, Stewart, Vallance and Willis.

Mr. R. W. Milner was recalled, questioned and retired.

Mr. Richard S. Law, President of United Grain Growers’ Limited, appeared
and read a prepared statement.

Mr. James Richardson, President of James Richardson & Sons, Limited,
appeared and presented a prepared statement.

Mr. Richardson to appear for examination at the next meeting.
Discussion followed as to the date of the next meeting.

The Chairman enquired if there were other gentlemen present who wished
to be heard.

Mr. Sydney Smith informed the meeting he had a statement.to make.

The Chairman informed the meeting that Mr. MacLeod of the Co-Operative

Producers Limited, had requested permission to appear and it was agreed he
should be heard.

Mr. Ralston directed attention to his motion for certain information,
made at the meeting of June 18th. Discussion followed.

Mr. Ralston moved, “that the proper officials of the government or Geo.
Melvor, assistant manager of Canadian Co-Operative Producers, Limited, be
summoned to bring with him information showing the amount of wheat held by
Canadian Co-Operative Producers, Limited, from time to time, the cost of
such wheat, the amount of the obligations of the Dominion of Canada from time
to time under the guarantees given to the banks in respect of the operations of
Canadian Co-Operative Wheat Producers, Limited, and in so far as the same
are not readily available the books or records containing any information

relative thereto.”
The motion was taken under advisement.
The meeting adjourned till Monday, June 24th, at 10 a.m.

A. A. FRASER,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House or CoMMONS,
June 21, 1935.

The special committee on Bill 98, an Act to provide for the Constitution
and Powers of the Canada Grain Board met at 10 A.M., Rt. Hon. R. B. Bennett,
presiding.

The CuamrMan: Well, gentlemen, it is 10 o’clock; come to order. Is Mr.
Milner here?

R. W. MILNER, recalled.

By the Chairman:

Q. Mr. Milner, I asked you yesterday a few questions regarding the sale of
wheat in the Argentine. As I understand it, the government acquires all the
wheat from the farmer in the Argentine through a board; it is sold by the
various agencies that obtain in that country for making a sale, chartering ships
and forwarding the grain. Is there any reason why that should not be done
here?—A. The reasons I have expressed in the summary of the statement I
gave, sir.

Q. Yes, but I am asking you now, you see, is there any reason why in view
of the difficult situation to which you have referred we should not establish a
board which would acquire the wheat in the same way as they do in the Argen-
tine, utilizing existing facilities without limitation—without discrimination, at
least—for the purpose of seeing the wheat reach the markets of the world; are
there any conditions in Canada which make it more difficult in this country
than in the Argentine?—A. T am not familiar with conditions in the Argentine.

Q. That is what I asked you: is there any reason why we should not adopt
that principle? You heard what Mr. McKee said?—A. Yes, I did.

Q. I am asking for something helpful, if we can get it, for this bill?—A.
Yes, sir, I think I made it perfectly clear yesterday after the statement I issued
on behalf of the Exchange that any replies which I made were only my own
personal views. They did not represent the views of the Exchange and could
not on account of the number of our members and their various views on all
matters.

AQY Yes, Mr. Milner, I realize that you are the president of the Exchange?
—A. Yes.

Q. I am going to ask you to direct your mind, if you will, to conditions that
you mentioned yesterday by which wheat from the Argentine is underselling the
wheat from Canada; that is what your view was yesterday?—A. Yes.

Q. And what T am asking you is this: is there any reason why, without
going as far as controlling exchange, a board such as that mentioned by Mr.
McKee should not market the wheat as it is acquired from the farmer, using
existing facilities and not in any sense destroying them nor confiscating them as
you said?—A. There is no reason why it could not be done.

Q. No. Then if there is no reason why it could not be done it is merely a
question of judgment as to whether it should be done?—A. Yes, sir.

Q. That is what I would judge. Now, in that regard, yesterday you filed
a statement attached to your submission regarding the wheat position as of
- June 14, 1935. I want to sak you a few questions about that, Mr. Milner. Mr.
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McFarland holds, either as cash wheat or as futures deliverable on or before the
31st of July, 1935, some 225,000,000 bushels; that is your understanding?—A.
That is what has been stated. : {

Q. And that is the figure you are acting on?—A. Yes.

Q. Now, the visible wheat in Canada on the 14th of June, is how much?—
A. T have not got the visible figures, sir; I took it at the figures you used when
you discussed— :

Q. A couple of hundred million bushels?—A. Approximately.

Q. That included an estimate of the wheat in the farmers’ hands—only an
estimate?—I cannot understand that statement.

Q. Of the wheat in the farmers’ hands as part of the visible 200,000,000
bushels?—A. The only wheat that belongs to farmers that appears in the visible
under the method by which the visible figures are compiled would be some grain
in the country elevators or stored grain in the terminals owned by farmers and
not sold. '

Q. Yes, quits so. That does not include any estimate of what is on. their
farms. I suppose you have arrived at a fairly definite knowledge of what they
have in elevators; you can always tell about how much the farmers have in the
elevators by checking it up?—A. It is difficult.

Q. In the terminals and country elevators?—A. It would be difficult to do.

Q. It is done anyway?—A. It is estimated; it is variously estimated.

By Mr. Perley:

Q. In the weekly reports it would show?—A. No. :

Q. The receipts of the country elevator?—A. That is so, but it would not
necessarily show wheat owned by the farmers in the receipts; it might be grain
bought outright by cash ticket that was the property of somebody else.

By the Chairman:

Q. The flour situation which you estimated as not being in the Canadian
visible amounts to a little over 5,000,000 bushels?—A. Yes.

Q. Is that wheat hedged after it is converted into flour?—A. The hedge
still remains on the wheat if the flour is unsold, sir; that is the practice.

Q. How much of that flour may be under contract for sale I suppose you
do not know?—A. T have no method of knowing,

Q. I see “wheat in United States in transit and in non-reporting mills and
feed plants; in bond 4,625,000.” I suppose it is possible to estimate that with
some degree of certainty?—A. Those figures were computed after having received
the statements from various members from whom we required them; they
furnished them, N

Q. Coming now to the two largest items you have “wheat on ocean pas-
sage and at British and foreign ports”—that wheat, therefore, is out of the
country?—A. Yes, sir.

Q. And that wheat could not be available for the purpose of delivery to
Mr. McFarland on or before the 31st of July?—A. No, sir; he knows that.

Q. I should think he would. And the wheat in non-reporting Canadian
mills in process of grinding, you put that down 1,402,000 bushels; I suppose that
is an estimate?—A. No, sir; I want to make it perfectly clear that those figures
were compiled as the result of reports received from members of the Exchange
and the council required that they furnish this information. And in connection
with these figures may I make this clear; may I say this on behalf of the
Exchange, not as an individual, that we would welcome any person checking
these figures.

Q. Yes, I am coming to that; just one moment. So that if we take the
wheat which is on ocean passage and at British and foreign ports obviously that
wheat can never be made available to satisfy the demands of Mr. McFarland
on or before the 31st of July?—A. That is in an indeliverable position.
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Q. It is clear he cannot get it, whoever else may get it?—A. Yes.

Q. “Wheat en route from country ports 8,711,000 bushels”; is not that
included in the visible statement?—A. No, sir.

Q. Why not?—A. Because it is not compiled in that method. :

Q. It was in the elevators before it left?—A. That is correct, but when it
went out of the elevators it went: out of the visible position. s s

Q. You do not suggest that when the statement was prepared it did not
indicate that someeight million bushels was included?—A. No, sir, it did not.

Q. Why not?—A. Because it had left the elevator. It was on track, and
it was not in any position that the statisticians who compile visible figures had
any method of figuring.

Q. Then it is not in the weekly reports?—A. No, it is not in the weekly
reports.

2 Q. How is that estimate arrived at?—A. How is that estimate arrived at?

Q. Yes—A. I did not make up this actual statement, you understand; I
required that it be made up by members of the Exchange, and the total of these
figures which were received from the members came to this figure.

Q. Then the position is this, that instead of their being 200 million bushels
in the country you say there is 200—have you the statement there—200 and
and how many bushels?—A. In the country?

Q. In Canada and the United States, Canadian wheat?—A. And on pas-
sage? ,

Q. No. I am not talking about wheat on passage; that has nothing to do
with Mr. McFarland; you admitted that?—A. No, sir, I did not say that; he
knew it was there. :

Q. I am not concerned about what he knows was there. It is not available
to satisfy his contracts, is it? The contracts he holds?—A. Yes, but it is by
no means short. In this way; I will have to explain that.

Q. I am not asking you that. You may desire to make an explanation—
I am not going to limit you—but the 7,500,000 bushels of wheat could never be
made available to satisfy the terms of his contract?—A. That is the purchase
for long July wheat?

Q. T am not calling it long or anything else. He has a contract calling for
the delivery of so many bushels of wheat on or before the 31st of July, 1935,
and that seven and a half million bushels cannot be available for that purpose?
—A. He knows that that is so.

Q. I am asking you if that is so?—A. That is so.

Q. And if you look at your other figures, the 8,711,000 bushels on track
might become available for that purpose?—A. Yes.

Q. Yes, providing it did not belong to somebody else before it was shipped?
—A. It would become available, sir, if it was able to be unloaded in the terminal
in a deliverable position.

Q. With respect to the five million in flour, that would not be available for

delivery to him or on before the 31st of July, would it?—A. That would not.
; Q. So that 5,423,000 would not be available—that represents the flour; the
seven and a half million would not be available, that makes twelve million that
would not be available, in round figures. Of the wheat in the United States in
transit amounting to 5,100,000 bushels, that would not be available, that is clear,
is it not?—A. It is clear it would not be available to him on delivery on July
contracts.

Q. And wheat in non-reporting Canadian mills in process of grinding would
not be available for him either?—A. That is true.

Q. “Other grains hedged in wheat futures 2,559,000 bushels;” would that be
visibly available to satisfy Mr. McFarland’s contracts?—A. I do not understand
the force of the question.

Q. Look at your paper, in which you are trying to make up your 34,000,000.
We have got rid of two millions. I am dealing with 2,500,000 or other grains
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hedged in wheat futures. Could that amount under any circumstances be
available to discharge the obligation in the contracts which Mr. McFarland
holds?—A. A short sale of wheat could never discharge a contract. :

Q. I am just asking you. This is a piece of paper containing figures made
up to show that certain figures—information I used was inaccurate. I am asking
you whether any part of that 2,559,000 of other grains hedged in wheat futures
could be made available to satisfy the contracts which Mr. McFarland holds?
—A. Definitely not.

Q. “Spreads other markets, unfilled contracts.” Could that be made
available to satisfy Mr. McFarland?—A. Certainly.

Q. Of all these 34,000,000 bushels I have had put before me there are
8,711,000 that might be available for him?—A. That is correct.

Q. Taking that 8,711,000 from the 34,839,000 leaves 27,000,000 bushels of
wheat that is not available at this time for Mr. McFarland?—A. That is correct.

Q. That is correct; and of the whole quantity that you mentioned yesterday,
34,839,000, 8,700,000 bushels only is available, if the whole of it could be secured
by him?—A. If the attitude of Mr. McFarland was to stand for delivery of
that amount of wheat then he is long.

Q. That is exactly what I am asking. Now, there were 225,000,000 bushels
in cash wheat which he has a right to ask for; and the figure which I gave to
the House was 200,000,000—Iless 10,000,000, I said, making a total of 190,000,000
—that being the figure of wheat in the hands of millers and so on—making 190,-
000,000 bushels that might be available to satisfy that 225,000,000 bushels. You
make it somewhat less than that now. You see, the result of what you have said
to me and what I have indicated to you is that of all this visible wheat only
8,700,000 bushels is now available to satisfy the demand for 225,000,000 bushels?
—A. Yes; but I must remind you that the statement that is presented here
was a reply to the statement which you had made.

Q. Quite so?—A. That there was 35,000,000 bushels of shors wheat in the
market; arther, the 25,000,000 bushels, I think you said.

Q. I said it was 35,000,000 bushels; and if you take 10,000,000 as being
unavailable, being in the hands of millers, your figures make it just that much
worse than mine. For instance, 10,000,000 bushels is the figure of the amount in
the millers hands—you put it at 8,711,000—that is all the wheat in Canada that
is available to satisfy Mr. McFarland’s contracts. Let us get this straight?
—A. T am doing so.

Q. T know. I say,“let us”; not you?—A. Do you wish me to reply to that?

Q. Yes, of course, I do?—A. I started to say: The statement which you
made. as I read it or heard it, was to the effect that there was short wheat sold in
Winnipeg to the extent of the difference between the visible supply and the
contracts held by Mr. McFarland.

Q. Yes?—A. And the necessary inference from that was that that short
interest was an interest which was detrimental to the market. Now, I have
pointed out by this statement that that interest, or the difference between these
figures, was represented by hedges which were properly made against wheat and
flour in various positions; and regardless of whether they could be applied on
the July contracts or not these are still proper hedges against grain or flour. in
that position.

Q. Yes. The point T am trying to make notwithstanding all that is this:
Mr. Milner, T would like you to look at your figures carefully. There are eight
items in your figures, and you exclude from the possibility of any wheat men-
tioned in these items being available to Mr. McFarland’s contracts every one
of the eight except number eight itself?—A. That is correct.

Q. That is correct?—A. Yes.

Q. So that, to satisfy the requirement for 235,000,000 bushels of wheat—
225,000,000; less net cash and futures—you have at the most 8,700,000 bushels
of wheat?—A. That is correct, sir.
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Q. That is correct?—A. I shall have to make a qualification. I do not care
about that figure, but in connection with the question of delivery on July con-
tracts Mr. McFarland in his operations has at various times spread one month
into another in the matter of hedges.

Q. Yes?—A. Mr. McFarland is aware that this amount of grain is always
in a position undeliverable, and he as a representative of the government has
never yet taken the attitude and he would stand for deliveries for the total
amount of the “ long ” grain, and quite rightly so.

Q. Yes. The point I was endeavouring to make was that there was a sale
of very large proportions made on the Winnipeg market; and what I mentioned
was that there was not available in Canada sufficient wheat to satisfy Mr.
MecFarland’s contracts if he asked for delivery?—A. That is correct.

Q. That is true, isn’t it; beyond question?—A. That is correct.

Q. That is my point. Now, Mr. Milner, there was a fall in the price of
wheat of six cents in the initial three days of October last. You were in Win-
nipeg at the time?—A. Are you asking me if I was?

Q. Weren’t you?—A. I don’t remember.

Q. Don’t you remember the spectacular fall in the price of wheat in the
early days of October?—A. I don’t remember that, no. ‘

Q. You don’t remember it. Do you remember there being some millions
of bushels of wheat offered for sale in Winnipeg, on that market, in October?—
A. T don’t get your question.

Q. I say, do you remember the depression of the market by large quantities
being offered for sale at that time?—A. I do not.

Q. You were not there?—A. I was not there, not on the floor.

Q. You heard of it, T suppose that is the only way?—A. I saw a lot of it.

Q. You saw a lot of it?—A. T said, I saw a lot of it.

Q. I will give you the figures: The figures show that on the 1st of October
the price of wheat was 814; on the second it was 774 and on the third it was
753. Do you recall the circumstances; do you remember how many bushels of
wl'lheat were offered for sale?—A. I do not know how anybody would ever know
that.

Q. That is what I thought; except, the people who offered it?
correct.

Q. And they were wire houses, so far as your investigations led you. If
it were not that you say in this statement that you made an investigation I
would not bother you about this. Your investigation satisfied you that it had
been restricted to wheat offered for sale by wire through brokers operating on
the Winnipeg Exchange—A. I never made that statement.

Q. I am asking you; is that so or not?—A. That is not so, that only wire
houses had wheat. for sale.

Q. No, no, you don’t get me; that huge quantity of wheat offered for sale
at that time was restricted to offerings through wire houses; that is, the wheat
offered for sale on these particular days in the Winnipeg market?—A. I do not
know who was offering wheat for sale.

Q. You say, there is no way by which you could know?—A. I could not.
If there was an investigation made into it—

Q. T thought you said you had made it?>—A. If that is the period to which
you are referring, we did make an investigation; yes.

Q. That is what T have reference to; the marketing of millions of bushels
of wheat offered for sale in three days in October of last year?—A. T have for-
gotten the figures, sir.

Q. Give them to me, approximately?—A. I could not even give them to
you approximately.

. .Q. Were there five million bushels?—A. I do not know that there were five
million bushels.

A. That is
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‘Q. Were there three million bushels? On the three days, I am not going

to say which three; was there not more than five million bushels offered for
sale?—A. T would like you to explain that “offered for sale.” :

Q. I mean, “sold” on the Winnipeg Exchange?—A. And “bought”?

Q. Well, you know what happened; the price of wheat dropped six cents
and then Mr. McFarland bought wheat; to keep the market from being demor-
alized was the reason given. Is that not so?—A. Mr. McFarland did buy
wheat, yes. :

Q. After the debacle?—A. I do not know what debacle you refer to; do
you refer to the decline in price as a debacle?

Q. Yes, and brought about by the offering on the Winnipeg Grain Exchange
of millions of bushels of wheat by someone?—A. I do not like the term, “offer-
ing”; if you say there were sales “long” and “short,” I will say yes.

Q. I am not talking about “long” or “short” you see; I am talking about
wheat, leaving out these words “long” and “short”; did somebody offer for sale
millions of bushels of wheat for future delivery on the Winnipeg Exchange on
these days to which you refer; I will not state the exact days?—A. I say, I have
no method of knowing whether they offered them or not.

Q. Did they sell them?—A. There were large quantities of wheat sold.

Q. Offered at a lower price than the market price?—A. Never; it couldn’t
be done under the rules of the exchange.

Q. Well, you recall that the price fell from 81 cents to 75 cents?—A. Well,
undoubtedly the person with long wheat if he offered that wheat for sale and

could not find a buyer we will say at 90 cents he must then offer it at 89% if he

wants to sell it.

Q. In this case it was not one-eighth short, you see; offers went down from
81% to 753§?—A. But it did not go down in that method, sir.

Q. Well, explain?—A. Under the rules of the exchange no one is permitted
to offer at less than the bid price; so that it is not a question of offering, it is
a question of having a buyer for it. ‘

Q. The difference between “offering” and having a buyer is a little difficult
for me to understand, Mr. Milner. I don’t want to confuse you at all, T just
want to ask you a simple question; the operations of the early part of October
forced the price of wheat down six cents a bushel?—A. Yes.

Q. And that was brought about by large quantities of wheat being sold on
your exchange?—A. That is correct.

Q. A matter of millions of bushels?—A. That, of course, I do not know;
I do not remember the figures.

Q. Yes. I supose you do not know yet who the people who sold the wheat
were?—A. I believe that the check-up did show, but the method that we had
to use in checking up was through the connected houses, through account
numbers.

Q. Quite so; you examined the books of the brokers who sold it?—A. No,
it was not necessary to do so for our purpose.

Q. But, it was speculative sales, clearly?—A. It was sales of “long” and
“short.”

Q. Well, “long and short”; it was a sale for delivery in the future?—A.
That is correct; it may have been selling out of long wheat, which is different
from a speculative sale in the sense in which you are using the term.

Q. Quite so; but as a result the price went down six cents a bushel?

Hon. Mr. STEwWART: Was that in October of 1934?

The CHAIRMAN: Yes.

By the Chairman:
Q. T ask your attention, Mr. Milner, to the fact that at the end of October
the price had fallen to 75 cents a bushel; it was 81 cents at the beginning of the
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related action and it went down to 75 and a fraetion. Now, you told me yester-
day that Mr, McFarland began to support the market in June of 19327—A. I
said that that was the evidence before the Banking Committee.
Q. Yes; as far as you know that must be correct?—A. Yes, sir. ‘
Q. Mr. McFarland said, at page 231 of the Report of the Standing Com-
mittee on Banking and Commerce for 1934—Mr. Irvine said:—

Q. Can you say, Mr. McFarland, whether you had less or more
throughout this period?—A. I really can’t tell you what we had at that
particular time, but we made very heavy purchases of wheat from 50
cents down to 44, to 45 cents, and unfortunately we ran out of credit
about that time. You gentlemen will probably recollect the very drastic
decline that took place from 45 down to 38 and a fraction. There were
statements made that many farmers were squeezed out on that break.
I took the trouble to investigate it with the different elevator companies,
and I found that only two and a half million bushels of wheat were sold
from 45 down to 382 cents. I only mention that to show what a very
weak market—if you might call it that—existed, and what might have
happened if there had been any real large volume of liquidation to take
place at a time like that. Supposing we had been forced into liquidation

. at a time like that, why it would have been chaotic.

Now, I suppose you recall—you were President at that time; you were on the
Winnipeg Exchange?—A. Yes.

Q. You, I think, said to me that the crop we had in 1931 was the third
largest crop we had?—A. 1931? In 1932, sir.

Q. 1932, was it?—A. Yes. .

Q. Yes, the 1932 crop; and that was being marketed that fall?—A. Yes.

Q. A great deal of wheat came in very quickly. Now, I observe this, that
about the first of December the price of wheat was 454 cents; on the 2nd it was
45 cents; on the 3rd it was 441 cents; and so on along down until it fell to 40%ths,
40¢ths—as a matter of fact on the 16th it was 393ths. During all that time
there was the freest market in the world for anybody who wanted to buy Can-
adian wheat?—A. My recollection of it was there were no restrictions. It was
a free market.

Q. No restrictions, yes. During that period of time, that being so, you
come into the month of January, 1933, and you have wheat never getting beyond
46 cents, I think, in the whole month, running from 42. Then you come to the
month of February, and the highest figure during that month was 47 cents flat;
and then you come to the month of March and it began to rise a little as you
went along and got to a high of 50 cents. Then in the month of April it began
to move up a little and got as high as 58 cents on the 22nd, and closed at 594 on
the 29th. In May it began to move up again. During all that time the volume
of Canadian wheat sold for export did not greatly increase, I suggest to you;
that is, purchases abroad of our wheat?—A. I am not here in the capacity of
an exporter who could answer that question. I have exporters here who could
deal with that quite intelligently.

Q. I do not want to ask you something you don’t know.—A. I don’t know.
Hon. Mr. Rauston: What was your question?

. The CuamrMAN: I just asked if, during that time, there was any appre-
ciable increase in the purchase of wheat abroad.

*Mr. GoBeIL: In quantity.

The CuARMAN: In quantity yes. And you say somebody else other than
you would have to speak as to that.

The Wirness: Yes.
Hon. Mr. Stewart: That is in the spring of 1932?
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The CuARMAN: I commenced and ran from December, 1932, up to May.
The last figures I gave were figures for the month of May. I only asked that in
consequence of what your statement had been. Otherwise I would not have
bothered, Mr. Milner.

The WirnEss: I should like to make another reference to the question you
were talking to me about in connection with the difference in the figures you had
there. You left one there unfinished and you said I might talk to that later.

The Cuamrman: Yes, certainly. Go ahead.

The WirnEss: I pointed out that in connection with the fact of this grain
that you speak of being out of position, what we ecall out of position grain, that
could not be delivered to satisfy July contracts, was grain that Mr. McFarland
knew was out of position, and as evidenced by the fact that when we were making
spreads with him from one month to a future month, to a more distant month,
we were obliged, particularly in the last months going over into May, or going
into July, rather, from May, to make up a statement showing the position of
these various stocks and of the various firms, asking for the amounts of grain,
and the July wheat which they had. So that in the case of wheat that is on
passage, for instance, it was required and given him the names of the vessels
which carried this wheat, so that it was nothing that he was not aware of; and
he knew. I mean, there is no point in stating that it could not be delivered to
satisfy the contract, inasmuch as he knew it could not be delivered, and he was
the holder of the contract, and a man whom we have great confidence in, that he
would not force a situation which was ridiculous. That is the point I want
to make. ;

The CuarMAN: That is the point T am endeavouring to make with you.

By Mr. Perley:
Q. He was helping the trade out. He was not only helping the farmer out
but he was helping the trade out?—A. He was.

Q. They have created the position where they could not deliver?—A. But it
was his creation. It was not the creation of the trade.

Q. You say that he does not know exactly what wheat he is buying. He is
buying in the pit, buying in the hedges?—A. Who said that?

Q. You said a while ago you could not distinguish as to who was selling
the wheat, whose wheat was being offered?—A. That is correct. :

Q. Then Mr. McFarland is taking it all, so he could not tell?—A. Mr.
McFarland never took it all at any time. :

Q. He has evidently got the bag now, so he must have taken it.

By Mr. Vallance:

Q. Is it possible at all times for wheat to be available to cover all hedges?
You will find the position now—at least, a condition as stated by the Prime
Minister, that there were hedges out and there was no wheat to fill them. Ngw,
apparently what I gather from the discussion, this is one of the outstanding
occasions where that condition existed. Is it peculiar or does it happen quite
often?—A. Tt is a situation that is always in the trade.

Q. It is always in the trade, so that that was no extreme condition, any
more than the volume was larger than at some other time. Because I have been
going into the statistics and find that that condition does exist at various times.
I am not out here to try to condone it, but T know it is not a peculiar condition.

The Cuamrmax: T think, Mr. Milner, none of us would disagree with Mr.
Vallance, that that condition does from time to time exist. The point I am
trying to make is it is that it is a speculative position— ;

Mr. VALLANCE: Sure.
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The CHAIRMAN: —in which somebody has sold wheat, and they have not
wheat to satisfy their obligations unless they get it from somebody else.

"The Wrrness: I would answer that in this way, that in the ordinary course
of business, that a person who had flour in this position, had Mr. McFarland
not had the holdings which he had, would have taken the necessary steps to
remove that hedge into the position where it would be taken up by the time this
flour was disposed of: so that his worry as to the position of his hedge would
not be necessary at all. But due to the fact that Mr. McFarland switched hedges
and had such an amount of grain, he created a condition where the short sales
of wheat covered the hedges, and positions of this nature could not be satisfied.

By the Chawrman:

Q. Except by sales—purchases from him?—A. Except by purchases from
him, and he recognized that fact.

Q. Certainly. In other words, he would take a July option instead of a May
option?—A. Yes.

Q. Calling for delivery in the month of July instead of the month of May,
which eased the situation for those who had sold the May options?—A. Yes.
He was recognizing that there was used a proper hedge that could be put over to

’further futures.

Q. That is exactly what T wish to make clear. If there was no sale of
futures, that condition obviously could not arise, just as Mr. Vallance has said.
Mr. VALLANCE: Sure.

By the Chairman:

Q. That is clear, is it? There could be no condition such as that except there
was a sale of futures?—A. That is correct.

Q. Yes, that is correct. It was only about thirty years ago that you began
to trade in futures on the Winnipeg Grain Exchange—in 1904 or 1905, was it
not?—A. I don’t remember the historical facts. We will take that. ;

Q. Something of that sort. I do not remember exactly. I am only keeping
it in my head roughly. Now, just one step more, and I do not want to keep
you too long, Mr. Milner. The fact is that you read, I suppose, Sir Josiah
Stamp’s report?—A. I have read it, yes.

Q. Yes, and you knew the investigation that took place; you know the
people whom he deseribed as the moths—when you go to your lunch and find
somebody who has a few thousand bushels of wheat with his broker for specula-
tion to make a little odd money over Sunday; that sort of thing. Those were
the moths of the business. That is right, is it not?—A. You have termed
them “moths.”

Q. That is what he described them as?—A. Yes.

Q. I did not describe them. I think he did. I put this to you, Mr. Milner:
There were, during the feverish days of speculation, large quantities of wheat

held by speculators in every walk in life, from the clerks in the banks and
hotels?—A. Correct.

Q. That is so?—A. Yes.

Q. They have disappeared?—A. You state that?

Q. No, I am asking you. Excuse me, these are questions. They have
largely disappeared?—A. Largely disappeared, yes.

Q. And they did absorb considerable quantities of hedges, didn’t they?
—A. Yes, they did.

Q. They are no longer on the market to any extent, to any appreciable
extent; that is the way to put it, is it not?—A. There are not so many. They
have been decreasing gradually since 1929.

Q. They decreased very rapidly at one time in 1929, did they not?—A. Yes,
they did.




54 " SPECIAL COMMITTEE

Q. Just one word now, in order that you and I may have no misunder-
standing about the Argentina situation. I do not pretend to know anything
of it except what I have read, but in the Trade and Commerce report for the
12th of January, 1925, the Canadian Trade Commissioner there made his report
as to how wheat was marketed down in Argentina; and while it is not in any
sense stated by me to be absolutely correct, I believe it to be from my other
investigations. I read to you this, and I would like you to follow me. He refers
to the setting up of the board and says:— ‘

The purpose in setting up the board was to raise the prices received
by the producer for wheat, maize and linseed. When the board was
created it was stated that it would purchase from the producers, from
dealers in the interior, such as storekeepers who buy from the producers,
and from commission agents who sell exclusively for the account of the
producers. The grain purchased by the board at the above-mentioned
basic prices was to be sold to exporters at current international values
for these cereals. The grain had to be available at the railway stations
or loading ports at the time of sale. It was further stated that when
quotations for wheat, maize and linseed rose above the basic prices, it
was not the intention of the board to interfere in any way or operate
when the market was in such a condition, it sole object being to obtain a
fair market value for the producer.

Whatever losses might be incurred between the buying and selling
prices of the cereals purchased, as well as the costs of operating the Board
of Control, were to be covered by profits derived from an exchange fund
created for this purpose. These profits were to be made by the Exchange
Control Office in the buying and selling of exchange under the new regula-
tions created by a decree issued on November 28, 1933. This same
decree also authorized the Exchange Control Office to purchase export
bills at a rate which was fixed at 20 per cent higher than the rates ruling
on November 29, 1933, thus automatically depreciating the currency by
this amount.

The announcement just made that the board will continue to operate
at the above basic prices has cleared up the doubt recently expressed
in grain circles as to the government’s attitude regarding this season’s
crop.

Is there any reason why, leaving out the exchange, the general principle referred
to in the Argentine set-up should not be followed in Canada?—A. I don’t know
that there is any reason, if it is the wish of the government of the country to
do so. I do not see anything physical that would impede it.

Q. What I want to make clear is, you seem to have the idea from the way
in which you approached it—I don’t say your exchange—that somebody desires
to jeopardize what might be called the property .and good will of an exchange.
What I have been trying to bring to you, or get from you, at least, is some
evidence as to the necessity of the producer getting a reasonable price.
Remember all those months that I read you the quotations for. I think you
will say, will you not, that the price at which wheat was being sold did not mean
a return to the farmer for his effort?—A. I do.

Q. You say beyond question that that is so?—A. I do. : g

Q. When you get any figures such as 39 to 45 and 50 cents, he is not getting
any return for his effort?—A. Well, he is getting a small return for his effort.

Q. Do you think at 45 cents he is getting a return for his effort?—A. He
is getting a small return.

Q. Does it not cost him more than that to produce it?—A. I don’t know.
That can be variously estimated.

Q. His return, however, would be very small?—A. Very small.

Q. T think perhaps you would agree with me that if a man purchases wheat
at 45 cents—that is, 45 cents at Fort William?—A. I understand.
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Q. What would that net the farmer, for instance in Manitoba? You know
the general rates.—A. About 28 cents. :
Q. What would it net the farmer in Saskatchewan?—A. Cut off two.
Q. About 267—A. Yes.
Q. What would it net the farmer in Alberta?—A. It would be about the
same.
Q. Yes, because he ships to Vancouver?—A. Yes.

Hon. Mr. STEWART: 22 cents, that is what the farmer gets in Alberta.

By the Chairman:

Q. 22, 26 and 28 cents a bushel; that is no compensation for a man’s effort,
is it?—A. No, it is not.

Q. You said yesterday that you were desirous of improving the position
of the producer?—A. Yes.

Q. That means the raising of prices over 45 and 50 cents at Fort William,
anyway ?—A. That is correct.

Mr. Lucas: Might I suggest that that is for No. 1 Northern.
The CHAIRMAN: Yes, that is No. 1 Northern: I was reading off this.

By the Chairman:

Q. And there is a limited quantity of this No. 1 Northern as compared with
No. 2. There is more No. 2 than No. 1, I understand?—A. Yes.

Q. And the difference between them, roughly, per bushel, in grades, is how
much?—A. 3 cents.

Q. So.that that would explain what Mr. Stewart has just said as to wheat
in Alberta being 22 cents. That would be No. 2, T take it?

Hon. Mr. StewArT: Yes. I am not too sure it did not apply to No. 1 for
a considerable period.

The CramrrMaN: Did it?

By the Chairman:

Q. T want to put this to you: Assuming that a board was set up—I shall
not trouble you for more than a moment—as suggested by Mr. McKee, and
that it had complete control of the wheat that is now on hand in Canada in the
hands of the Co-operatives, that it exercised only the power that the Argentine
Board of Control does, namely take over from the producers their wheat and
continue to market it under the conditions mentioned by Mr. McKee as to
there being no disturbance of existing facilities—shipping agents and brokers
and men of that sort, those who are engaged in this business, elevator owners
and everything of that sort at Vancouver and at the head of the lakes,—is there
any reason why, practically—and I am jut putting it to you practically; I do
not want any theories about it—we could not actually do it and thus preserve
the situation? Because you add to that, you admit that there is a great world
surplus, as far as we know, that has to be taken care of, before the market will
be steady?—A. Yes.

Q. As you said yesterday. I would like to ask you on the practical matter
whether we could not work this out on some such plan as that?—A. It could be
worked out in that manner. As to the advisability of it, of course that is another
thing. It could be worked out from a practical standpoint, yes.

Q. That would, at least, permit the orderly marketing of it, would it not?
—A. I have never been able to understand that term.

Q. Orderly marketing really means this: to prevent wide fluctuations that
arise from somebody throwing upon the market substantial quantities of wheat
at a price of 6 cents less than it was two days before?—A. That is a different
definition from the usual definition of orderly marketing.
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Q. I am putting it to you that that is what I have in my mind?—A. Yes.

Q. So it flows to the consumer in a steady flow at reasonably steady prices?
—A. That will not work, sir,

Q. That will not work?—A. No.

Q. Because of the desire of those who mill our wheat to buy it for as little
as they can?—A. They are buyers.

Q. And if the Argentine has been able to sell at the quantities it has at
the price it has it is because the buyers get it at a cheaper price than they
thought they could buy Canadian wheat; that is your view?—A. Yes.

- Q. As a practical matter it could be worked out in that way. That is what
I want to get from you. Now, one word more. You spoke about compulsion.
If we had a board such as Mr. McKee mentioned yesterday dealing with the
matter in the manner he indicated it is perfectly clear it must have all the wheat,
must it not, if it is going to be able to serve any purpose at all?—A. I do not
agree with that, sir.

Q. Well, you see, in the Argentine they found it necessary to have it all?—
A. Regardless of what they did in the Argentine I do not agre with that idea,
that it would require to have all the wheat in order to be successful.

Q. Well it is perfectly clear you cannot leave it just in a haphazard manner,
can you, if you are going to carry out the plan suggested by Mr. McKee?—A.
I must have misunderstood the plan as outlined by Mr. McKee.

Q. What he said was this: I admit some board should be set up to deal
with the situation?—A. Yes.

Q. We will just stop with that?—A. Yes.

Q. Now, could that board function in this country—I am eliminating local
sales within the province—unless it was in a position to make the sales to intend-
ing purchasers, having regard to holding all the wheat as they do in the
Argentine; could it properly function otherwise?—A. Oh, yes.

Q. How could it?—A. Much along the same lines that the present opera-
tions of Mr. McFarland have been conducted.

Q. In other words, be willing to hold the bag while the other fellow was
playing it?—A. That is not a fair statement.

Q. Pretty nearly that.

Hon. Mr. STEWART: Is not the boot on the other foot?

The CHAIRMAN: No.

Hon. Mr. STEWART: All right.

The CHAIRMAN: I do not think so.

By the Chairman:

Q. Mr. Milner, what I desire to get from you is this: what method can be
pursued to deal with it if only part of the wheat were being dealt with by the
board?—A. Well, I did indicate yesterday, sir, if it were necessary in order to
protect the government’s interests in the large holdings which they have, if it
were necessary to prevent rapid declines in prices due to outside causes or the
heavy marketings in this country, a board empowered to do that might be of
benefit.

Q. Could it function unless it were in a position—I am leaving out Mr.
McFarland’s holdings—to deal with the whole?—A. I do not get the force of
your question, sir.

Q. What I mean is, could it possibly successfully function unless it had all
the wheat?—A. Yes; I think it would funetion better if it did not have all the
wheat.

Q. Would you mind explaining how that is possible, because that is the
point I had great difficulty about and I am asking you to help me?—A. The
obligations of the board, the liabilities of the board would be lessened to the
extent of the smaller quantity of wheat it had to handle.
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- Q. I am thinking of the primary producer in this country?—A. Yes.

Q. I am approaching it from that angle and trying to see he, at least, gets
something for his efforts. You say frankly 22 cents, 28 cents and 30 cents is
just no good at all?>—A. A ridiculous price.

Q. Yes. Now, in thinking of him, is there any way by which we can deal
with it except in the manner I have indicated, except that board had complete
control of the wheat. How could it function successfully except in that way?—
A. I do not know that the operations of Mr. McFarland have been entirely un-
successful inasmuch as had there been a sales policy in conjunction with his
stabilization efforts, I think that probably the operations conducted by him
would have been entirely successful.

Q. You remember that Mr. McFarland before the committee last year
stated that one of the things that he did when he took over from the actual
management was that there should be a calling in of those sales agents in
London, let the ordinary trade otherwise function, the ordinary trade functions
of the Baltic and elsewhere.” Do you remember that?—A. Yes.

Q. That has been continuously pursued?—A. Yes.

Q. Do you suggest that the proper thing to do would be to retain these sales
agents for the purpose of endeavouring to make sales through other than the
ordinary channels?—A. No, I do not.

Q. Was not the sales resistance that developed against Canadian wheat
brought about from the fact that that trade which existed for over a hundred
years was resentful against the loss of business; is not that so?—Undoubtedly.

Q. Now, Mr. McFarland endeavoured to remove that, he told this commit-
tee last year. That is the first thing he did?—A. Yes.

Q. Under those circumstances how would it be possible to utilize the ordin-
ary channels of trade? I am starting with your elevators, going from them to
your terminals at Vancouver and the Head of the Lakes, then I am going to your
great sales agencies, and I am transporting you to the Baltic and Liverpool.
How would it be possible to do that under these circumstances—remember,
under these circumstances, talking about that, unless all the wheat were con-
trolled by the board for this purpose?—A. Well, if you start out with the
assuniption you are going to use all the elevators and you are going to use all
the terminals as agents for the board then, of course, that presupposes you are
going to have all the wheat.

Q. That is what I am putting to you. I want to ask you if there is any
other way in which we can do this except that way?—A. Yes, not use the
elevators; permit the elevators to function exactly as they have been up to the
present time.

Q. They will, except they will be buying for one person?—A. Then they
become agents for the board, sir. }

Q. Yes, and they will be paid for it?—A. Permit them to function as they
do to-day, leaving the marketing machinery as it exists.

Q. The marketing machinery exists under the Grain Act, and you are more
familiar with it than I am because you used to operate it?—A. Yes.

Q. The charges and fees are all fixed by statute, regulation?—A. That is
correct.

Q. What T am thinking of— A. These are charges to the farmers.

Q. Yes; I am trying to preserve it all, not destroy anything by suggesting
to you there is no way in which it can be done by which you can save the
elevators, the terminals, all this machinery that has been built up through the
years, unless all the wheat is in their hands to deal with it. I wish you to help
me; I am asking for help from you?—A. I would say as I said a moment ago,
sir, that in my opinion a better method would be to continue operations such as
have been conducted by Mr. McFarland and leave the machinery exactly as it
exists to-day.

814—2
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Q. Now, I follow you there—don’t let me interrupt you. Is there anything
further?—A. No, sir.

Q. Then, I put this to you: here is McFarland with his wheat, ﬁrst cash
wheat and his July options?—A. Yes.

Q. At the end of July he would take delivery if he had the money—that is
clear, is it not?—A. Yes.

Q. Then, he would have his wheat, whatever it might be, 200,000,000
bushels for safe argument, and he would be endeavouring to sell that?>—A. Yes.

Q. And the farmers would have their wheat flowing in, if the crop is as
large as expected, at a tremendous volume?—A. Yes.

Q. And does the board get that, or does everybody get it under your plan?
—A. I have not submitted a plan.

Q. Under your suggestion. I am not trying to trick you with the word
“plan”?—A. All right.

Q. Under your suggestion. I am really anxious to see what can be done to
meet a difficult situation?—A. Under that condition I would say that stabiliz-
ation operations would have to be continued by the board to prevent a very
serious decline in prices.

Q. If the crop is 400,000,000 bushels as suggested, that means—it is a late
crop, I am advised ?—A. Yes.

Q. How many days is it that it usually takes a crop to mature?—A. 101,
106. ;

Q. 106. The crop this year is a bit late. You do not expect deliveries to
commence before when, as you see it now?—A. In volume the 20th of Septem-
ber, 15th of September.

Q. That is pretty late, is it not?—A. Yes.

Q. Between that and the close of navigation there will be a tremendous
effort made to move wheat by millions and millions of bushels?—A. From the
farmers.

Q. If past history has indicated anything?—A. Yes.

Q. Unless you think something is done the price may get out of line?—A.
I do.

Q. And you know of no method except a board that would deal with the
situation or somebody exercising a stabilization function?—A. That is so.

Q. You believe a board would be better than any individual because it
would have continuity and would live long, would not be sick?—A. Only on the
basis three minds are better than one, too much of a burden for one.

Hon. Mr. Stewart: There is only one reason it would not get sick and
that is because the government are financing it.

The CramrMAaN: I say he says that. What you say now is the country
should stabilize the operations of the board?

The Wirness: All I am interested in in regard to stabilization is a good
return to the producers through any method they may adopt for stabilization.

The CuarrMAN: I am great]y obliged to you, Mr. Milner. There is nothing
more I desire at the moment.

By Mr. Gobeil :

Q. As a man from the east who does not have a very clear understanding
of wheat handling, may I ask you this question: am I correct in what I under-
stood, that under existing conditions any man not in the trade or firm in the
trade can put on the market one million bushels of wheat that they do not
own?—A. You are asking me is it—

Q. At the time they are offering for sale?—A. You are asking me if it is
ossible to short sell grain in the Winnipeg market, make short sales of grain.

Q. Yes.—A. That is possible, yes, and it is done.
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Q. It is done?—A. Yes, there have been short sales of grain in the Winnipeg
market; I presume they are offering short wheat in the Winnipeg market.

By Mr. Porteous:
Q. Are there any tabulatlons as to your longs and shorts?—A. They must

~ balance.

By Mr. Gobeil:

Q. Our reaction is that is a condition that should be remedied?—A. You
think that is a condition that should be remedied.

Q. Yes—A. I am not competent; Sir Josiah Stamp did not think so.

Q. I have no experience?—A. Neither have I.

Q. Would a body such as contemplated by this bill be able to prevent
that?

The CuamrMmaN: Yes, undoubtedly.

By Mr. Gobeil:
Q. Would a board such as contemplated by this bill be able to prevent

“that?—A. There would be no market to sell in if this bill were to go through

in the present form.
Q. Let us have it.

The CuamrMaN: That would stop it.
Hon. Mr. Stewart: There would be no such animal.

By Mr. Vallance:

Q. In your opinion, would it be a good thing in the interest of the producer
to close a future market?—A. I do not think so.

Q. Now, for the information of at least two or three on the committee,
would you mind reciting briefly just what a future market means and why it
was established. Why do we have a future market?—A. I used the term yes-
terday of “price insurance.”

Q. For the sake of those who are not familiar with the operations of the
market—

Mr. Porrteous: No insinuation.

Mr. VaLrance: Noj; I am just making a statement of fact, and the cir-
cumstances would indicate—

The CuAmrMAN: I read into the record in the House of Commons, Mr.
MecFarland’s definition of futures.

By Mr. Vallance:

Q. It does not seem as though this committee is familiar with it. Then,
forgetting that for the moment, in your opinion, Mr. Milner, and I suppose
you have some knowledge of the operations of the market and that our greatest
competitors today are Australia and the Argentine, have you studied their
methods from the producer’s standpoint as to how they are handling the
production and sale of the crops? In your opinion, and I suppose you have
some knowledge of the operations of the market of our greatest competitors,
both Australia and the Argentine, have you studied their methods from the
producers’ standpoint—how they are handling the production and selling the
crops?—A. I have no information. I have not made a study ofgit.

Q. The information I have is that Canada to-day is holding a greater
volume of wheat considering production, percentage of production, than any of
the two countries that are our keenest competitors, that is Australia and the
Argentine; have you any knowledge of that fact?—A. Only the knowledge I
have seen in the press.
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: Q. Now, you understand the system that operates in Australia?—A. I do
not. :
Q. You know that they are subsidizing the growers down there?—A. Yes,
I know that. :

Q. They are subsidizing the growers to the extent of 6 cents a bushel on
wheat actually delivered, and three shillings per acre on production. Then there
1s no restriction on the market at all. There is a guarantee there plus the
price. The Australian Intelligence Journal shows that to the end of the crop
year of 1934 she carried twenty millions at the end of the year and disposed of
it in December. Now, dealing with the marketing set-up for Canada—and
you say in your opinion it would be a good thing to close the future market—
for several reasons?—A. Yes, as set forth in a statement which we have made.

' ‘Q. Do you approve of, say, a basic price to the producer? The Prime
Minister was trying to get out of you some suggestion you might make as to what
would operate probably a little more efficiently—if I am permitted to say that—
than has the past operation of Mr. McFarland, because we cannot judge the
operation of Mr. MeFarland because we have not got the information; so when
you say, as you did, that you understand the system under which John I.
McFarland has been carrying on you must have knowledge that we have not
got, and I would like to get from you the knowledge you have of the successes of
the John I. McFarland operation?—A. I do not say it was satisfactory from the
standpoint of the finances of the country or the ultimate outecome of the thing.

Q. The general set-up?—A. The general set-up. I spoke of that very
broadly as to stabilization operations working in conjunction with the Canadian
marketing system.

Q. Would you be in favour then, looking at it from the trade standpoint of,
say, arriving at a basic price, or a minimum price then allowing the machinery
as now operating to continue operating? And I have this one thing to say with
regard to the Prime Minister’s point about’ the operations of the Argentine
Board, that they did not control the wheat, they merely controlled the market,
I think if he reads his own words he will find that there were times when the
control of it is not in evidence.

The CaarvaN: The wheat goes through the Control Board in the Argentine.

Hon. Mr. Stewarr: Effective control only takes place when it goes below
what they call basic.

The Caamrman: It all goes into their hands.

Hon. Mr. StewarT: Not quite.

The CuamMan: Yes, they sell it.

By Hon. Mr. Ralston:

Q. Mr. Milner, you think our first difficulty at this time is the very large
amount we have on hand from past crops?—A. Unquestionably.

Q. And as you said to the chairman, you thought it was Canada’s main
difficulty at this time?—A. Yes. '

Q. That is the difficult factor in the problem before us?—A. That is.

Q. And that amount of 225,000,000 bushels approximately on hand has rolled
up from about 75,000,000 taken from July, 1931, to that amount I have spoken
of—A. Yes.

Q. Now, do you know in a general way, from your knowledge of the
operations iff’ the handling of the crop, how that has -accumulated? Has it
accumulated from year to year in about equal proportions? Do you know
what was on hand, say, at the end of December, 1933?—A. Are you talking
about carry-over figures as I have them?

Q. In Mr. McFarland’s hands or the Canadian Co-operative Wheat Pro-
ducers Limited?—A. I would not know from visible figures how much the
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Canadian Co-operative Wheat Producers Limited may have had. I do not
know if the Canadian Co-operative Wheat Producers Limited ever had until
the present time—ever owned practically all the wheat; so that using the figures
the carry-over might not be an accurate estimate of the amount the government,
through Mr. Mc¢Farland, had owned. DER

Q. What information can you give me in that respect? How much were the
carry-overs?—A. I can look them up for you.

Q. You have not got them in your mind roughly?—A. It seems to me it was
127,000,000 and 143,000,000, and then a very much higher figure. I had the
figure yesterday.

The Cuammax: That 127,000,000 includes storage in the United States?

The Wrrness: May I get this information from Mr. Richardson. I had this
compiled yesterday.

\
By Hon. Mr. Ralston:

Q. What is the amount of carry-overs at the end of each crop year for 1932,
1933 and 1934?—A. 137,000,000, 219,000,000, and an estimated carry-over this
year of about 203,000,000, subject to change.

Q. Now, vou say you do not know how much of the 219,000,000 in 1934 was
held by Mr. MeFarland?—A. Nobody knows.

Q. Have you any knowledge?—A. I have not.

Q. You said vou had discussed Mr. McFarland’s operations with him
from time to time?—A. Very frequently.

Q. Did you get any idea from him how much he was carrying at that time?
—A. The question of the quantity which he was carrying was never discussed.

Q. And did you discuss the question of the quantity of purchases, of sales
from time to time, the extent of his operations?—A. There have been occasions
when he has told me how much he has bought and how much he has sold, but in
individual instances.

i QI (li)o you know anything about those operations in the summer of 1933?
AL 0 not.

Q. Now we have the 225,000,000 first to deal with, and that is our real
problem. Is it possible to give to the producer a fair price and still regain our
markets without somebody taking up the slack?—A. Under some conditions it
might be. That would be a world shortage of wheat.

Q. Is it possible to do it this year under the prospects which we face?—
A. T think it altogether improbable.

Q. And therefore there will have to be some assistance, some bridging of
the gap?—A. Yes, that is a fair statement.

Q. And is there any other place that you can suggest from which that
assistance may come, except from the government of the country?—A. I do
not know.

Q. If we attempt to make our customers pay a greater price in order to give
the producer a fair price, that means we will not sell our wheat?—A. Certainly.

Q. And that, as you say, has been the cause of the trouble so far: that we
have been holding our wheat too higch and, therefore, this large amount of
225,000,000 bushels has accumulated?—A. T have said that that undoubtedly
was the reason that the surplus had accumulated.

Q. And that while we may have been successful in paying the producer
something near a reasonmable price, it has been at the expense of rolling up a
surplus which is now facing us at the end of the road?—A. That is my opinion.

Q. In other words we have been attempting to make operations balance—
that is to say, not to pay the producer anything out of the public treasury, but
to get it out of the consumer?—A. T think it is only fair to say in qualification
of that that there are other conditions that enter into the fact that we have a
larger carry-over; I am referring to world crops.
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Q. Do not hesitate to make any reservation?—A. I do not want to say it was
absolutely from that source alone, but I say it was a contributing factor.

Q. What was a contributing factor?—A. The fact that the price was held
at too high a level over the Argentine and other exporting countries; but it was
not the sole reason.

« Q. And attempting to get that price for our wheat, while it might have
resulted in saving the country from making actual advances in order to bridge
the gap between the customer and the producer has resulted in our now facing
this large carry-over?—A. Yes. 2

Q. Which we have to take care of?—A. Yes.

Q. Do you think it is feasible or possible to take care of 225,000,000 bushels,
or the accretions to 225,000,000 bushels with the large crop in evidence indef-
initely? Is there capacity in this country to carry it indefinitely in these
quantities?—A. Yes, we would sometime reach our limit of capacity.

Q. What is the elevator capacity, do you know?—A. I don’t know.

Mr. Portrous: About 350,000,000.

Hon. Mr. RaLston: Is that it?

The WirnEss: One of the other gentlemen who will talk afterwards will
give you that information.

Hon. Mr. Rarston: I did not know it was that close.

By Hon. Mr. Ralston:
Q. Now, with regard to the Argentine situation, the Prime Minister has
read—I think, Mr. Chairman, that is the official report of the board, is it not?
The CuaArMAN: Yes, that is the trade commissioner’s report.
Hon. Mr. RaLstoN: Our trade commissioner’s report.
The CuAIRMAN: Our trade commissioner’s report.

By Hon. Mr. Ralston: .

Q. Do you know whether or not the Argentine board operates as an actual
purchasing body; that is to say, acquires the property in the wheat and sells it -
again?—A. I do not know.

Q. Or whether it operates simply as a regulating body which steps in when
the price drops below a certain amount?—A. I do not know.

Q. Do you know this, that the Argentine board has functioned so that they
are not faced with a large carryover?—A. I do know that the Argentine has not
got a large carryover. !

Q. Do you know whether the Argentine board has published its statement
showing purchases and sales from month to month; whether it has made public
its operations?—A. Oh, yes.

Q. Now, then, our problem is to see if we can devise some method whereby -
we may get rid of this accumulation of 225,000,000 bushels and still market the
crop, is that it?—A. Yes.

Q. And as you say, your only suggestion is that there will be some sub-
sidization or some assistance in order to bridge the gap between the customer
and their producer?—A. That is correct.

Q. And is that necessity brought about principally by the existence of
the 225,000,000 bushels on hand, or would it exist just the same if there is the
crop there is this year?—A. Certainly the 225,000,000 accentuates a bad situa-
tion.

Q. What was the crop situation in 1932, 1933 and 1934 as compared with
what you would call a normal year?—A. I do not get the foree of your question.

Q. The crop situation in 1932, 1933 and 1934—the quantity of the crop as
compared with the normal year?—A. 1932 was a large crop, 1933 and 1934
were not so large. .
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Q. Were 1933 and 1934 subnormal?—A. Yes, subnormal.
Q. How many million bushels?—A. 275,000,000.

Q. In which year?—A. 1933 and 1934.

The CHAIRMAN: 281,000,000 for 1933.

The WrrNEss: Approximately.

Hon. Mr. RaustoN: And 275,000,000 for 1934.

The CHAIRMAN: 275,849,000 and 281,000,000.

By 'Hon. Myr. Ralston:

Q. What is the normal?—A. There is no such thing,

Q. What do you say would be an average regular normal crop?—A. Say
350,000,000 to- 375,000,000 bushels.

-Q. Now, 1932 was how big?—A. I think—

The CHAIRMAN: 443,061,000; 1931, 321,325,000; 1929, 304,000,000.

By Hon. Mr. Ralston:

Q. And what was 1932?—A. It was the year of the large crop.

Q. The time of the bad slump, when the prices went down to 38 cents?—
A. Yes.

Q. Was Mr. McFarland operating at that time, and buying?—A. In
December of 19327

Q. Yes?—A. I don’t think he was.

Q. You don’t think he was?—A. No.

Q. Do you know whether he was buying or selling in the spring of 1933?—
A. T do not know; I can’t recall the various operations.

Q. I see. Now, the effect of sections 8, 9 and 10 of this Bill, Mr. Milner;
tell us, practically, what is the effect of sections 8, 9 and 10; does that permit
anybody but the Board to purchase and handle wheat. Or, put it this way,
does that prevent everybody but the Board to purchase or handle wheat in
practice, because it does not do it in terms?—A. In practice it does, the
elevators become the agents of the Board.

Q. The elevators become the agents of the Board. Is there any way in
which you could handle wheat out there, outside of the elevators; you could not
haul it in bags to the stations, could you put it in cars?

Mr. PERLEY: I am quite sure you could not haul it in bags.

Hon. Mr. STEWART: You could load it on to cars at loading platforms.

By Hon. Mr. Ralston.:

Q. But you could not load it in quantity?—A. To talk about that kind
of handling is ridiculous.

Q. In section 8 we find that all elevators being operated by or on behalf
of the Board, ete.; that bars anybody but the Board from engaging in any sub-
stantial dealings in wheat in Western Canada?—A. That is so.

Q. And section 9 has the same effect in that it prevents the railway com-
panies from delivering or receiving wheat from any elevator not operated in
accordance with section 8; that is, not operated on behalf of the board. And
if there is anything left to exclude anybody else, it is taken away by the follow-
ing section, section 10, which does not permit anybody to give a grade or weight
inspection on a car from any elevator unless that elevator be operated by the
board, otherwise it is being operated in contravention of the act?—A. Yes.

Q. And you said the practical effect of that is to create a government
monopoly of wheat in western Canada?—A. That is correct.

Q. Now, with regard to the matter of these figures regarding which the
chairman examined you this morning: What I am interested in, Mr. Milner,
is whether or not the condition which was the fact is a condition which had a
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depressing effect on the market; that is to say, was the sale, the putting out
of contracts for 225,000,000 bushels of wheat, with 20,000,000 or 15,000,000
bushels of it in some state or position which was not in an actually technically
deliverable position as to the date of the performance of the contract; did that
produce a depressing effect upon the market, because that is the charge that
is made?—A. With reference to these hedges, the short position, as pointed
out in this statement, had no depressing effect whatsoever on the market.

Q. Are you sure about that?—A. Yes, I am sure about that.

Q. That is the thing we are interested in; speaking for myself, I am not
interested in whether wheat could be delivered technically on a certain day.
If I sell wheat which I cannot deliver because it happens to be represented by
flour in the mill, if T sell that wheat and I am not able to deliver on that
account, does that have a depressing effect on the market?—A. It does not.

Q. Does it have a depressing effect if I sell wheat and find it in the position
mentioned; under some of these other positions—for instance, I find it in flour
instead of actually in the elevator—does that have a depressing effect on the
market?—A. Certainly not. ;

Q. If it is in any of the reporting Canadian mills in the process of grinding?
—A. No, it does not.

Q. Or if it is in a ship, or if it is wheat en route from country points?—
A. No.

Q. If Mr. McFarland had considered that these transactions were buying
contracts, that for his 225,000,000 bushels of wheat he had only 200,000,000
bushels actually in a deliverable position—although the other 25,000,000 was
in the position stated in your memorandum—if he had considered that that was
an improper thing to do and had a depressing effect on the market, had he
the remedy in his own hands to cure it?—A. Well, he would have forced a
ridiculous situation.

Q. Had he the simple remedy of saying to these gentlemen, unless you
deliver my wheat I will not switch into new futures?—A. I want to answer
that very carefully.

Q. Answer it just as carefully and as fully as you will—A. The regula-
tions concerning the delivery of wheat on futures contracts suppose that the
grain must be in store in the terminal elevator in Port Arthur or Fort William.
Now, it must be apparent that the holding of grain in excess of the amount of
the terminal eapacity would result in it being absolutely impossible to fulfill
that contract.

Q. Would you say that again, “the result of holding—"?—A. The result
of the holding of a quantity of futures will create—July futures, for instance;
with some person long 200,000,000 bushels of July futures, and the terminal
elevator capacity at Fort William being 90,000,000 bushels—

Q. Yes?—A. — that manifestly means, if only wheat in store at terminal
elevator is deliverable against that 200,000,000 million bushels on delivery
contracts—

Mr. Vanrance: Right.

The Wrrness: Your question was, did Mr. McFarland know that this
could not be done, and was the remedy in his hands?

By Hon. Mr. Ralston:

Q. That is my question, was the remedy in his hands? If there was any-
thing improper in selling wheat which was not in a technically deliverable
position, and which was in one of the positions mentioned in paragraphs 1 to 8
of this memorandum; if there was nothing improper in doing that had Mr.
McFarland the remedy in his own hands by saying to these men, you deliver
that wheat?—A. That is a fact, he certainly did; and in the list of transactions
which we had with him between May and July he insisted that the details of
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the wheat and the position of the wheat or flour stocks be supplied, and he
would permit the hedges to go from May to July. His statement to me subse-
quently was that his statements were all arranged satisfactorily. ‘ )

Q. So that the wheat, switches from October to May was the same situation
as existed in October?—A. Yes. €4

Q. And did Mr. McFarland permit the switch knowing that position?—A.
Yes.
Q. He did not insist on these men delivering their wheat and fulfilling their
contracts?>—A. No, he did not.

Q. He permitted them to switch; what is the next future?—A. After
October is December.

Q. And then after December is May?—A. Yes.

Q. I want you to give the fullest answer possible; is there anything in a
transaction of that kind which has the effect of depressing the price of Canadian
grain. That is all T am interested in?—A. No.

By Hon. Mr. Stewart:

Q. Do you think, Mr. Milner, that it helps to preserve the price, to stabilize
the price; I do not mean to stabilize it in the sense of paying more for grain,
but I mean the practice that has been followed in the marketing of grain by Mr.
McFarland?—A. Oh, I think that it has had a stabilizing effect on prices.

Q. Yes; allowing the switching of futures?—A. Undoubtedly it was a
proper procedure, because nothing else could have happened. He realized that.

Q. I am not concerned about that; that, of course, would have the effect of
preserving the price?—A. Yes.

By Hon. Mr. Ralston:
Q. In your memorandum at page 6 you say:—

In other words, the alleged break-down of the Winnipeg market has
been the natural accomplishment of the government’s operations, and its
failure to take the hedges, to the extent that there has been failure, is the
result of the co-operation of the Exchange in the policy of the government.

What do you mean by that?—A. Well, I mean by that, this: It has been stated
that because the speculators went out of the market the government came in; I
am trying to point out here that quite the reverse was the case, that speculators -
will not engage in trade in the futures market, performing the function of taking
up hedges, so long as there is a large concentrated holding by the government,

and as that holding increased so the speculators were less inclined to trade in
the market.

By Hon. Mr. Stewart:
Q. On account of the overhead?—A. That is exactly it.

By Hon. Mr. Ralston:

Q. On account of what?>—A. On account of their feeling over the holding
byt}())qg person, and the doubt in their minds as to what was going to be done
with it.

Q. What T was interested in was the words: “The alleged break-down of
thGAW{Innipeg market”; has there been a break-down of the Winnipeg market?
===i%, cAND, .

Q. What do you mean by that there then?—A. I said it was stated in the
discussion of this bill that the machinery in the Grain Exchange had broken
down, had ceased to function.

Q. You say that if there has been any break-down it has been due to the
accumulation in one hand of this very large quantity of grain which over-hangs
the market?——A. That is the big contributing factor.
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Q. And you realize that somebody is not going to be able to dispose of
225,000,000 bushels of wheat and still get a fair price for the farmer for his new
crop?—A. Not without subsidies, or assistance of some kind.

Q. Not without what?—A. Not without subsidies or assistance of some
kind.

Q. Now, on page 8 of your memorandum you said—I don’t know just what
you are referring to—but in the last part of the paragraph you refer particularly
to: “Part experiments in centralized control have merely resulted in disorderly

marketing, and in destruction of the balance between supply and demand.”

What experience are you referring to?—A. To the United States Farm Board
and to our own pools.

Q. Was there really disorderly marketing in connection with the United
States Farm Board, did not the United States take the loss?—A. Well—I said
disorderly marketing—in the final analysis they were obliged to face the ques-
tion of getting rid of the surplus, which they did at a considerable loss, and
there was no way they could:do that. I said to-day, I did not understand the
expression “orderly marketing”; I never have.

Q. But you use the expression “disorderly marketing”, what do you mean
by that? I thought that in the United States that they saved disorderly mar-
keting by the government simply buying the wheat and disposing of it at the
best price they could get?—A. I say it resulted in a chaotic condition in ‘their
market.

Q. Would you just follow that one step further; as a matter of faet, is
there any control in the United States at the present time?—A. Not to my
knowledge.

Q. As a matter of fact, there is none?—A. No.

Q. And Mr. Legge’s board just ceased to function having cleaned up its
bin?—A. It did.

Q. Well now, is there any other cause you want to mention as an example
of past experience in centralized control; or, have you any in mind?>—A. I have
the Canadian pools.

Q. Well, what do you mean by that, just explain that?—A. Well; the
result of their operations was a large earry-over.

Q. Yes?—A. Which this government was obliged, which Mr. McFarland was
obliged/to liquidate.

The Cuamrman: A little louder, Mr. Milner, please; I did not get the
question. What was it?

The ReporTER: Reads:—

Q. Well, what do you mean by that, just explain that?—A. Well,
the result of their operations was a large carry-over.

Q. Yes?—A. Which this government was obliged, which Mr. McFar-
land was obliged to liquidate.

By the Chairman:
Q. It is the pool carry-over that you referred to?—A. Yes.

By Hon. Mr. Ralston:

Q. The large carry-over resulting from pool operations?—A. Yes.

Q. Now, your answer to the chairman with regard to something other than
a compulsory or 100 per cent monopoly was that you thought such a system
could be evolved and could be operated, and the effect of it was, as I understood
it, that the same sort of powers as had been given to Mr. McFarland might
be continued in some statutory body?—A. Yes.

Q. Would you approve of the policy which has been following by Mr.
McFarland in holding wheat and piling up this carry-over, or would you con-
sider that one of the necessary duties of that board er body would be to
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liquidate those stocks and to start getting the carry-over from year to year down
rather than having it increased?—A. I made it perfectly clear in my remarks
when I said that I did not think the export flow of wheat should be held up,
and that we should continue to sell wheat in competition with other countries.

Q. T heard that all right. I understand that. But the question is whether
we should continue to sell ever more wheat than the crop in order to reduce the
hang-over-or carry-over, rather than have it pile up?—A. You are asking me
as to my opinion, or the board?

Q. Yes, just (your opinion?—A. I would say definitely yes, it must be got
rid of, because of its depressing influence.

Q. In other words, your opinion would be you would not even set it over in
the corner?—A. I would not.

Q. Or in a group of elevators and say, “ you stay there; I am going to try
to market the current crop.”?—A. I would not.

Q. Because the very existence of it in the hands of the board or somebody
who might drop in on the market, has a depressing influence on current prices?—
A. Exactly. In other words, I would face the issue I have to face as quickly
as I could and get it over with.

Q. Do you think it is possible to segregate the two in the matter of
marketing?—A. I mean, it has occurred to me whether it would be possible
to have one body handling the carry-over and another body handling the
current crop?—A. That could be possible.

Q. But I mean, do you think it is practical?—A. No.

Q. Would you put one up against the other?—A. No, I would not.

By Hon. Mr. Stewart:

Q. I did not understand you to say, Mr. Milner, that you would throw
that 200,000,000 bushels at once on the market?—A. No, I didn’t say that.

Q. No; you would recommend the orderly—perhaps I had better leave that
word “orderly” out?—A. I would recommend disposing of it as the market
would take it. '

By Hon. Mr. Ralston:

Q. Which means wheat would have to be selling in competition with other
countries?—A. Decidedly.

Q. And it means we would have to sell so that we would displace some
other wheat producer in the markets of the world?—A. Yes.

Q. What is the normal spread between our No. 2 and Argentine?—A. By
normal, do you mean—I think on the quality basis it might be possibly 8 or
10 cents. I prefer that you ask exporters who are familiar with it.

Q. What is the brand of wheat in Argentina which corresponds with our
No. 1?—A. T have seen Rosafe wheat used as comparative to our No. 2 northern.

By Hon. Mr. Stewart:
Q. They have not a comparative grade with our No. 1 Northern?

By Hon. Mr. Ralston:

Q. Would you explain this sentence to me, which is in your report on
page 5, at the bottom of the page? You are speaking about June, 1932, when
Mr. McFarland began under the guarantee of the Dominion government to
support prices in the Winnipeg market.—A. Yes.

Q. The sentence is as follows: “From the time that wheat prices in Winni-
peg began to be sustained above the natural level of prices in the markets
of the world, the ability of the futures market to absorb hedging transactions
began to decline.” What does that mean?—A. That means that no person would
buy our wheat who had any knowledge of conditions, at too high a price. No

A. No.
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person would buy it for future requirements if they could buy wheat elsewhere,
so that the ability of the market to take hedges—as they were out of line, and
as we did not have traders in the market, the ability of the market to absorb
hedges began to decline. s

Q. Is that not throwing a lot of mystery about it? It is this “absorbing
hedging transactions” that gets me fuddled.

The CrarMAN: You are like a great many other people.

By Hon. Mr. Ralston: : /

Q. Is it not just a plain-transaction? Correct me if I am wrong, but is it
not a plain transaction that I buy wheat and the hedging transaction is that
I sell it?—A. Exactly.

Q. I sell it for future delivery?—A. That is right.

Q. And therefore when you say the ability of the futures market to absorb
hedging transactions began to decline, it means nothing more or less than when
I bought the wheat I could not find any purchasers for it at a price above what
I bought at my option price?—A. So that you were not back there again.

Q. Yes; so that I was loaded that way.—A. That is correct.

Q. Could not find purchasers, that is all?—A. Quite right.

Q. And the fact that it is a future does not make any difference; it is just
as much wheat as if it were a cash transaction?—A. Exactly.

Q. Except you are going to deliver in the future?—A. Yes.

Q. And you are gambling—or, I will withdraw that statement—

Mr. Wiiuis: Tut, tut.

By Hon. Mr. Ralston: ;

Q. You are speculating or taking a chance on the possible ups and downs
of the market between the time you have sold, the date you have sold and the
date you have got to deliver?—A. Will you state that again?

Q. T will put it the other way.” I think you are right in asking me to put
it the other way. I think it is really the purchaser of the wheat who has to
take the chance on the ups and downs of the market?—A. Yes.

Q. Between the time he bought your future and the time you were going
to deliver it?—A. Right.

Q. I think there is only one more thing. You issued a very challenging
warning at the bottom of page 7 of your memorandum. You say, “Grave dis-
advantages are inherent in a single monopolistic control and operation of the
grain trade in Canada.” Would you amplify that?—A. Well, on the basis
that competition in business is an advantage throughout the entire marketing
machinery, and the fact that there would undoubtedly be resistance set up
against monopolistic control, is what I had in mind, both by the purchasing
people of Canadian wheat and any person who had to deal in Canadian exports
of either wheat or flour.

Q. To put it roughly, you mean that yvou think this would be notice to the
world that we are going to try to take our customers by the throat and make
them pay the price that we dictate?—A. That is exactly it. :

Hon. Mr. Rarston: I do not think there is anything else, Mr. Chairman.

By Mr. Lucas:
Q. Is it your belief that, if Bill No. 98 becomes law, the Winnipeg Grain
Exchange would cease to function?—A. Yes.
Q. Do you really think that would be a serious matter for Canada?—A.
I do, sir.
Q. Would it be more serious for Canada or for the Winnipeg Grain
Exchange?—A. For Canada.
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Q. Has Australia a futures market?—A. I have already stated that I
don’t know what their markets are. You will have to ask the exporters.

Q. Well, I am informed that Australia has no futures market. I thought
you, as head of the Winnipeg Grain Exchange, would be familiar with other
countries’ facilities for handling grain?—A. I am not.

Q. I am informed that Australia has not a futures market, and so far as
we can learn they have had no difficulty in selling their wheat. In fact, Australia
is being held up as one country which has disposed of its supplies. T understood
you to tell Mr. Ralston a few minutes ago that short sales had no effect on
the market price. Do you say that?—A. I said “ hedging sales,” the sales
referred to in his statement, were not a depressing thing as far as the market
price was concerned.

Q. Hedging sales might be short sales?—A. Hedging sales would not be
short sales.

Q. Even hedging sales would take no effect on the market?—A. Not of
the class represented in the statement to which he was referring.

Q. So that when there is heavy hedging in the fall, it does not affect the
market, in your view?—A. Heavy hedging in the fall is not anything—does
not fall within any of the items that appear on that statement.

Q. I am not referring to your statement here—A. That is what Mr. Ralston
was referring to when I mentioned that.

Q. I am asking you when heavy hedging sales do take place in the fall,
does it have an effect on the market price?—A. It does if the outside conditions
—1I will put it this way: I have seen a very good increase in prices during the
heaviest hedging season. I have seen a rising market during very heavy hedg-
ing.

Q. Of course, that is when world marketing conditions are different from
what they are to-day?—A. Because it was a world market.

Q. Now, I think you said in your statement to the committee that you
were opposed to compulsion in the handling of this grain?—A. Yes.

Q. Do you believe that this bill would be a compulsory measure?—A. I do.

Q. Can you tell me what freedom the farmer has to-day in the marketing
of his grain, from the primary producers’ standpoint?—A. I don’t know what
freedom he has not got.

Q. Can you tell me what freedom he has now that he would not have
under a board of this kind?—A. Well, the price element would be one freedom.

Q. In what way?—A. There would be set up a certain price, as I would
understand it, under this board, in the nature of a minimum price, as this thing
resorts to participation certificates. I don’t know the value of a participation
certificate, unless there was a minimum price.

Q. Has the farmer anything to say to-day about the price he gets for his
wheat?—A. He has the option of selling it whenever he wishes.

Q. Is not the price set by the trade every day? The farmer goes to the
elevator, and there is the price that he has to take. He does not have to sell
it to-day or to-morrow, but the price is set. He has nothing to say in what he
gets for his wheat. Is not that true?—A. Well, you know that competition
provides a market for him where, if he thinks he can get more at another elevator
he goes there to get it. But the price which he receives is based on the price
on the Winnipeg market, which is representative of the world’s prices.

Q. So far as competition between elevators in prices is concerned, is not
the same price sent out to all the elevators at the same time?—A. Yes, certainly.

Q. So that there is really no competition in prices?>—A. Oh, I would not
say that. I have seen them up 11 cents over the list that went out.

- Q. Is that not a very serious matter if they pay over this price?—A. It
is; but if competition forces that situation, it results in this high price.
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Q. Yes, but that is not the general condition. It might be that one man
will break he rules for the day, but that is not general?>—A. It is not a rule,
sir.

Q. A custom, I suppose?—A. No, it is not even a custom. You can under-
stand that in the operation of an elevator, custom must have some basis on
- which to be founded. So it could be possible if you were operating an elevator
and I were operating an elevator, that your basis of figuring that grain could
be different from mine.

Q. There is a very general feeling among many producers that there may
be certain competition between elevators, but if the farmer is paid more than
the market price, it is taken out of him in some other way?—A. I would like
you to elaborate that. 2

Q. Well, I say that is the general impression. I do not say it as a state-
ment of fact—A. I did not know that was the case.

Q. You stated a while ago that you did not understand the term “orderly
marketing”?—A. T did. :

Q. Well, did you not refer in your statement to disorderly marketing?—A.
I did.

Q. How do you explain that?—A. I should not have used the word “dis-
orderly marketing” here. If I had to rewrite it, I would not use the word. What
I meant was that instead of doing what they had attempted to do, that they
did the entire opposite. I used the word “disorderly marketing,” but I should
not have done it.

Hon. Mr. STEWART: I should like to ask Mr. Milner one or two questions.

By Hon. Mr. Stewart:

Q. I should like to ask Mr. Milner one question. I am not concerned with
all the intricacies of the trade, what I am concerned in is this, the accumulation
of wheat that is in the hands of the Canadian Co-Operative Wheat Producers’
Limited, held by John I. McFarland, which is still unsold, and having in mind
that we have had a short crop for the past two years, is it your opinion—I am
not going to ask you to answer this unless you feel like doing it—that had sales
pressure been put on and world prices accepted the carry-over would have been
very greatly reduced?—A. I do not think there is any doubt about that.

Q. That is what I am interested in particularly. Then, one other question.
You do not favour a compulsory board?—A. I do not. ;

Q. You think that the powers now exercised by John I. McFarland, backed
by the government, are quite sufficient to provide for reasonable prices to the
producer whether it be by subsidy or otherwise, or based on a minimum, and
that all the machinery necessary for carrying out the sales of the carry-over
plus the new crop—let me put it another way, the machinery now in effect is
quite sufficient and the trade would co-operate or it would be forced to co-operate
with a board of that character?—A. We would.

Hon. Mr. StewarT: That is all, Mr. Chairman.

By Mr. Porteous:

Q. You told, Mr. Milner, if I understood you correctly, Mr. Ralston that
the short selling of wheat would not depress the market?—A. T said the fact
that the wheat was short against the grain and flour held in the positions as
shown on the statement would not depress the market.

Q. But short selling of wheat will depress the market?—A. Oh, undoubt-
edly selling short wheat can depress the market.

Q. Just the same as the delivery of wheat usually depresses the market?—

A. It could, yes. 1
Q. That is to say, then, if speculators decided that they were going to offer

to sell short in wheat or deliver wheat?—A. Yes.
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Q. It would have a depressing effect on the market?—A. Undoubtedly, if
it was done in volume.

Q. To the place where they find a purchaser?—A. That is it.
Mr. Porteous: That is all. R

By Mr. Lucas:

Q. If the prices received for it were world prices?—A. The prices the pro-
ducers received recently have been higher than world prices.

Q. Under ordinary conditions?—A. Under normal conditions.

Q. Under these conditions what service does the Exchange render?—A.
Well, sir, do you want me to go through all the services that the Exchange per-
forms in the marketing of the erop? It has been dealt with fully in lots of find-
ing by commissions and so on, but I would be glad to do it if you insist.

Q. I mentioned the return so far as the farmer is concerned. That price
is set in the world?—A. Yes.

Q. So far as getting any price for him is concerned what service does the
Exchange render there?—A. They provide a market place where purchasers
and sellers may meet and the prices which—they make their prices and transac-
tions in Canadian wheat and-the prices which are quoted on the Winnipeg
Grain Exchange. Does that answer your question?

By Mr. Wallis:

Q. I live on a farm half way between two elevators. If I go to the
elevator which is east of me in the morning they will inform me as to the price
of wheat that day providing they have heard the broadcast. If T go to the
elevator west of my place they will also inform me as to the price of wheat
that day if they have heard the broadecast; therefore, there is no competition is
there for a farmer like myself?—A. I think, so, yes, definitely there is. There
is competition of service. You may find when you go to the elevator that is
to the east of you that there will be probably three or four, at least, to make that
market, and every person there in the market is desirous of having your
business, and you may be able to get a price from one higher than the price which
another will give you in spite of the broadeast.

Q. As an ordinary farmer you would find no one on the market whatever;
vou would find the elevator there willing to pay you in accordance with the
* broadecast price, consequently a farmer like myself has only in one sense
competition, the elevator with the better road probably gets the business,
but aside from that, Mr. Milner, there cannot be any competition in prices for
the ordinary farmer because they receive the same prices over the same broad-
cast at the same instant every day. Now, you spoke about liquidation. I
think your statement was that the present stocks of wheat should be liquidated.
You do not like the term orderly markeing, but you think the present stocks
should be liquidated as the market will take them?—A. Yes.

Q. The present stocks in Canada amount to about how much?—A.

203,000,000.

Q. When will the 1935 crop come in?—A. In September, October and
November. It will be delivered all through the year, as every crop is.

Q. Then the liquidation of those stocks must necessarily be in competition
with the 1935 crop?—A. Unfortunately.

Q. And would have a depressing effect upon the 1935 prices?>—A. Un-
doubtedly. -

Q. When did Mr. McFarland commence his operations?—A. That is a
matter of record, in November, 1930, was it not?

Q. His actual marketing operations commenced, I think, June 19327—
A. That was it, yes.
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Q. What was the carry-over of the 1931 crop?—A. 140,000,000 bushels,

~according to these figures.
Q. The figures given by the bureau are, I think, 134,000,000. What was the

carry-over in 1932?7—A. 137,000,000 bushels, according to the estimate that

I have here. i
Q. So at the end of the first year in which Mr. McFarland commenced

operations the carry-over was less; is not that right?>—A. Yes; all right.
Q. That is all. .

By Mr. Perley:

Q. Mr. Milner, I think Mr. Ralston has the impression that wheat afloat
or past the terminal at Fort William is hedged; that is, it is hedged if it is not
delivered, ground flour, afloat or at Fort William; is that not right?

Hon. Mr. Rauston: What is that?

Mr. Prrriev: I wanted your understanding of Mr. Milner’s evidence. I
thought you left the impression from the answer that wheat afloat or in the
United States in bond, this wheat he speaks of which makes it visible, is hedged
if it is in that position. ;

Hon. Mr. RaLston: No, I did not ask him that question. The question was
whether it was available to answer hedges or to answer future contracts that
had been made previously.

Mr. Perrey: You did not get the impression that it was hedged after it
became in that posiiton.

Hon. Mr. Rauston: No, I did not; it may be right, I don’t know.

By Mr. Perley:
Q. Wheat is generally hedged the day after it is bought, the morning after
it is bought in the country elevators, is it not?—A. Yes.
Hon. Mr. Rauston: Generally sold after it is bought. If they got rid of
this word ‘“ hedged "'it would be all right.
The Caamman: It is bought the day it is sold.

By Mr. Perley:

Q. Some reference was made to the carry-over. What was the carry-over
in 1930 when Mr. McFarland first came into being?—A. T think Mr. Willis gave
me that figure just now.

Q. Have you got the percentage in the hands of the trade and in the hands
of the pool?—A. I have not got those figures, no.

. Is it estimated that 40 per cent of the carry-over was in the hands of
the trade?—A. I have seen figures stating that.

Q. That is the operation of the pool did not result in all the carry-over
being in their hands. There had been competition and an open market and
they were not successful in getting rid of all wheat. Is not that a fact. The
fact is they had 40 per cent of the carry-over?—A. That is correct.

Q. I just want to know if you can give us a little information with respect
to this professional speculator and as to what extent the Winnipeg Exchange
is used in spreading purposes; that is, spreading between Winnipeg and Chicago?
—A. Well, the Winnipeg market is used for spreading purposes a great deal in
some years, very little in others.

Q. That is, some of those 450 members of the Winnipeg Exchange have
membership in Chicago, continental, foreign firms, and they may be selling
wheat on the Winnipeg market as against the purchases in Chicago?—A. Yes,

that has been done.
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Q. Would not that depress the Winnipeg market?—A. They might have
found a very ready buyer at the time they were selling. - You must remember,
a sale presupposes a buyer, therefore you must sell to somebody. ,

Q. Would it not be possible that some of the selling that took place last -
October would be of that nature?—A. On spreads?

Q. Selling Winnipeg as against purchases in Chicago?—A. Our investiga-
tion of that did not show it.

Q. It would be pretty hard to find it in the clearing house?—A. It would,
yes, but I still say our investigation did not disclose that.

Q. You state that this bill would practically destroy the Exchange in
answer to Mr. Ralston’s questions as to sections 8, 9 and 10. Have you com-
pared it with the rules and regulations of the board of 1919?—A. I have not
done so, no.

Hon. Mr. RaLston: My question was whether it would create a monopoly;
whether it would prohibit anybody else from dealing in grain but the board.

The Cuamman: Except the provincial trade.

Hon. Mr. RaLston: I am asking him from the point of view of a practical
man.

By Mr. Perley: ;

Q. Control in this act is similar to that of 1919, one or two sections are
in practically the same wording. What would happen in July if Mr. McFarland
was not prepared to give up the July and take the October?—A. Well, an
impossible situation would be created.

Q. There would have to be a settlement made, would there not?—A. There
is a settlement that he could force—mo, Mr. McFarland is not in a position,
nor would he ever as long as he lives, take that attitude.

Q. Was he not in a position in May to force settlement?—A. Yes.

Q. Settlement was made practically with the shorts?—A. No, there was
no such thing.

Q. With the Exchange. He gave you the May and took the July?—A.
Yes; I thought you were referring to excess.

Q. That is a settlement?—A. All right.

Q. That is all.

By Mr. Lucas:

Q. There is one more question I should like to ask Mr. Milner. If Canada
had adopted the policy of forcing sales year by year what would, in your
opinion, have been the effect on prices?—A. I think in looking at it in retrospect,
the prices would have been probably lower.

By the Chairman:
: Q. What is that?—A. T think in looking at it the prices would have been
ower.

Q. There are two or three questions I should like to ask because you seem
to be very certain about some things. You have talked about our selling wheat
and not having pressed it for sale in the markets. Do you know what proportion
of bread stuffs in this world this country has continued to supply?—A. I do not.

Q. You saw the figures given by the president of the Canadian Pacific
Railway before the Board of Trade in Broomhall, and he brought it down
to April of this year?—A. I did.

Q. How do you reconcile those figures with the statement you have made
here?—A. With  what statement?

Q. That we have been losing business; whereas, as a matter of fact, we
have more than held our own in supplying breadstuffs to the world, notwith-
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standing conditions in Germany, France and other countries?—A. Because 1
do know that reports which I saw from various people in importing places,

and general conversation I have had with exporters in the trade that our wheat

was not moved out due to the fact it was held at higher prices than Argentine
wheat.

Q. Now, that is the story that comes to you from those who should be
buying the wheat. I put that to you?—A. Well, our own exporters—

Q. No, I put that to you. They say they cannot get buyers; that people

who buy the wheat are not satisfied to buy at the price we were asking for it?—
A. T believe that is correct.

Q. That is the story. Now, I have here figures for many years down to the

last month, for No. 2, at the Atlantic and No. 2 at Vancouver and the Argentine
Rosafe and the Australian wheat. Now, bear in mind—you have these figures
also—bear in mind that in May, 1932, you had a complete open market and
everybody was selling wheat as they liked, is that right?—A. There were no
restrictions on the Winnipeg market.

Q. Australian wheat on the 21st of May was 72-38 cents, Argentine Rosafe
was 68% cents, Canadian 2 Northern, Vancouver, was 723 and at the Atlantie,
74 cents. At the end of the month according to the figures I have at the Atlantic
ports the price of No. 2 was 724 cents, Australia 723, Argentine Rosafe, 683, Van-
couver, 70§. The spread was very small between Argentine and Canada, and in
some cases Australian wheat during the intervening years sold at a higher figure
than Canadian?—A. Yes.

Q. What would be the general average, as far as you know, as to the
difference between Rosafe wheat and Canadian 2 Northern?—A. I would prefer
an exporter to answer that.

Q. You do not desire to express any opinion about that yourself?—A. I do
not.

‘Q. That is fair, I think. You say you disapprove of Mr. McFarland’s
operations?—A. I have never said any such a thing, not at any point in my evi-
dence.

Q. The answer you gave to Mr. Ralston could only mean that?—A. Well,
but I didn’t say it, sir; you took that meaning out of it.

Q. Well, then, probably it is the way in which you answered the question. I
was going to congratulate Mr. Ralston that he gave some excellent evidence.
Now, suppose—

Hon. Mr. RaLston: Compare the length of my question to yours.

Hon. Mr. STewARrT: Is not that a tender point with you?

The CrarMAN: No, not the slightest.

By the Chairman:

Q. What do you say of Mr. MeFarland’s operations? You spoke of his
operations and the effect they had upon the market and the effect they had had
upon prices; now, what do you say as to the effect of his operations in the
Winnipeg market? You have been there; you have known him and he has
known vou, and you have talked together; what has been the effect of it in your
opinion?—A. The effect has been to disturb the amount of trading in the mark'et.
It has affected the importer. The effect of the price being held above the price
it would command in export markets has been a deterrent to export. :

Q: That is the complaint?>—A. That is not' a complaint; that is a state-
ment of what I think. :

Q. When was the price pegged for the first time?—A. It is on record, sir.
I do not remember the date. It was December, 75 cents.

Q. At any rate it was within recent months?—A. Yes.

Q. Tell me this: why was it that the price at which wheat was being bought—
and Mr. McFarland did not have it all—why was it that they were paying the

-
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price they did for it? There was no pegged price, and they could buy any wheat
they liked?>—A. For two good reasons, sir. One was that there is always a
slowing demand for Manitobas for mixing; the other was that the very corrective
influences that could have operated—and I refer to the selling of wheat in the
market—were not able to operate because there was a limit to where those sales
could be made.

Q. I observe from looking at these figures that wheat was being bought
and sold to meet the requirements of the world; the foodstuffs of the world. We
were selling as much as we ever did. I say to you that no pegged price was
affecting that situation, except taking the surpluses which anybody else could
buy?—A. I did not understand the force of your statement. I am sorry, I did
not.

Q. Mr. Milner, you say that Mr. McFarland’s operations had a depressing
effect upon the export market. I take these figures and I show you what the
prices were, and they were not pegged, and wheat was being sold. Now, how did
Mr. McFarland affect that when people were willing to pay the price they did
for the wheat without it being pegged?—A. Well, I will go back again and say
that I prefer an exporter to explain the fact that there were, in fact, smaller
exports from Canada than we would have liked to see.

Q. Quite so. But in view of world conditions prohibiting the importations
of any wheat to countries that had previously imported, you blame that on Mr.
MecFarland?—A. No. I did not blame it all on Mr. McFarland.

Q. You made the suggestion that something Mr. McFarland did contributed
to this position?—A. I said the high prices at which our wheat had to be main-
tained— ;

Q. It was not maintained at all; it was in the open market until recent
months—A. I am referring to recent months, and to the time since the peg
was on,

Q. With respect to that, that was a few weeks ago, relatively?—A. That
is correct.

Q. I am talking about all these years when this surplus was accumulating?
TA. The stabilization operations of Mr. McFarland had the same effect as
the peg.

Q. Exactly. He was not buying if there was anybody else to buy; he
bought only when nobody else was there to buy the farmers’ wheat?—A. That
is incorrect, sir,

Q. That is what this record would seem to show?—A. Well, I do not care
what the record would seem to show, but he elected by himself to buy wheat at
certain prices. :

Q. When it went to a certain price he bought, yes?—A. No. He elected
at the price level at which he would buy that wheat.

Q. Quite so, but the public could buy at the same level?—A. Yes. They
did not want it.

Q. They did not want it?—A. No.

Q. Then your theory is that the attitude of the public was to depress the
price of wheat to the lowest possible level to the producer?—A. No, not at all.

Q. That is what it means?—A. That,was not the attitude of the public.

Q. I say that Mr. McFarland’s operations did fix what he regards as a
reasonable price for wheat, and nobody else would buy, instead of letting the
price go down to any level as low as 38 or 40 cents. That means that instead
of the producer getting 38 or 40 cents he was getting the price Mr. McFarland
elected as a reasonable price for wheat?—A. Yes.

Q. In other words, as against the ruin of the producer, he saw fit to buy
the wheat?—A. Well, sir, that is a way of putting it that is not fair,

Q. It comes down to that?—A. Well, we will leave it.

1814—3% . gl
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Q. I put this to you—I have known you a long time—what would have
happened in western Canada if someone had not bought that wheat?

Hon. Mr. RaLstoN: When? At what time? =

The CHAIRMAN: I am beginning from September, 1932, because I have the
figures.

The WrirNess: You want to know what would have happened ultimately?

By the Chairman:

Q. During all those years?>—A. I think, probably, what would have hap-
pened—this is only an opinion, because nobody could ever answer that ques-
tion. Because a certain set of circumstances occur now, it is ridiculous to guess
as to what might have happened had another set of circumstances existed.

Q. But under the circumstances that we now have?—A. As I see them I
think we would have a very serious decline in the price of wheat but that sub-
sequently it might have been reflected in mueh higher prices than we have to-day
due to the fact that the wheat would have ben sold.

Q. But, Mr. Milner, that is the question I am asking you; who would buy
it?—A. Well, Argentine’s shipments increased to the detriment of Canadian
shipments.

Q. Yes, the reasons for which are well known?—A. Well, had our wheat
been low enough, certainly we would have sold the wheat.

Q. As low as Argentine?—A. Yes.

Q. But there neveg has been a time that Canadian wheat was as low as
Argentine on quality?—A. Yes, but I have an idea of parity in my mind when
I make that statement; but as I said, sir, you will get more information from
the man who is engaged in the export business. . ‘

Q. You say Argentine is in the position of a country that had to sell its
wheat for purely financial reasons?—A. Yes.

Q. Now, had you any assurance they would not have followed down the
market to a still lower figure?—A. I think that is true still.

Q. You think it is still true?—A. I do.

Q. As a matter of fact, is it not this, Mr. Milner, in the ultimate analysis,
that this country has been producing wheat without regard to its ultimate dis-
tribution?—A. That is right.

Q. That is so, is it not?>—A. That is right.

Q. And there has accumulated a vast volume of wheat that could not be
sold in the world—I am not talking about Canada—and we are part of the
world which is affected?—A. Yes.

Q. And this quantity of wheat that you place at 225,000,000 carry-over
will be what the carry-over is after the season ends; it is 225,000,000 bushels
now. The new season will not begin, according to what you say, until September
of this year, and there will be sales in July and August, whatever they may
be, to lessen that quantity. That is the story, is it not?—A. Yes.

Q. And the carry-over is a gradual accumulation during the years com-
meneing in 1929 at 27,000,000, and the average would be a maximum of seventy,
would it not? It has been less than that often. What would you regard as
a reasonable carry-over?—A. For this country? '

Q. Yes—A. That is a broad question to ask.

Q. When you said the Winnipeg Grain Exchange had not broken down,
Mr. McFarland did not begin to carry on his operations until 1932, do you
say that you were able to absorb all the hedges of the additional purchases
that came on?—A. They could have, yes.

Q. That is your view?—A. Yes.




BILL 98, CANADIAN GRAIN BOARD AFT : 77

Q. Without any assistance from any quarter, with the large crop, and the
world demands as they were, do you say the speculators would absorb it?—
A. Yes, it would have to be at a price; but that would be a ridiculous position
for this government or country to get into. -

Q. No, not the government, because it would mean that the price of wheat
would drop below 35 cents at Fort William, which would give 15 cents in some
remote sections to the farmer?—A. That is the story.

Q. Then may I state that the effect of Mr. McFarland’s operations has
been to prevent that?—A. That is correct, at the start of his operations; that
1S my opinion.

By Mr. Perley:

Q. Is it not a fact that the grain trade in 1932 asked the government to
have Mr. McFarland continue his operations?—A. I was not in a position in
the Exchange to answer that question. I do not know that they did so.

The CuamrMAN: You were not president that year?

The Wirness: No, sir, I was not.

By Hon. Mr. Ralston:
Q. You told the chairman that Mr. McFarland’s operations acted the
same as a peg—that is to say, when he bought wheat?—A. Yes.
Q. Do you remember when the peg was put in, in July or August, 1933?—
A. T do not remember.

Q. Do you remember that the peg was put on?—A. Yes, I remember it
was put on.

Q. You remember he had been buying wheat previously to that in large
quantities?—A. He was reported to have bought wheat.

Q. Just previously to that. I am looking at this publication published by
Mr. Evans, the price on July 3rd, was 79} cents, the price at the end of July
was 832 cents, on July 22, the lowest point, it had gone down to 733 cents.

The CuARMAN: What month?

Hon. Mr. Rauston: July, 1933. I am looking at the close of July futures
in July, 1933.

The CralRMAN: 89% cents, North Atlantic.

Hon. Mr. Ravston: I am looking at the publication published by Mr.
Sanford Evans, statistician.

The Cuamrvman: One of those caused us enough trouble in regard to the
Stamp report, try something else.

By Hon. Mr. Ralston:

Q. This shows Winnipeg wheat prices for twenty-five years. Is that
regarded as an accurate record of the prices?—A. It is an accurate record.

Q. T am pointing out that on the first price quality in July, listed in July,
the closing price of July futures on July 3, was 79} cents.

The Cuamrman: What grade, Mr. Ralston?

The Wirness: July futures. It is a future not a cash.

The CramrMAN: Oh, yes.

By Hon. Mr. Ralston:

Q. And the lowest price at that month was 733 on the 22nd. On the 31st it
went up t6 79 cents, and the ranging average for the month was 833. Now,
the peg was put on, when would you say? In August? Do you remember?—
A. If T remember the date—

Q. Would you be able to tell from the list of prices for August?
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The Cuamrman: If there was a peg in 1933 at all it was a short time; the
peg was in 1934, you know.

The Wirness: I can’t tell from those figures.

By Hon. Mr. Ralston:

Q. You can’t?—A. No.

Q. Can you remember?—A. I can’t remember.

Q. But Mr. McFarland was buying wheat immediately before the peg was
put in?—A. That is right.

Q. That would be at prices ranging from 79 cents down to 73 cents and
up to 83 cents?—A. Yes, that was the period; but I will have to refresh my
memory on that.

|

By the Chairman:

Q. You have no knowledge of it in your own mind at all>—A. I have
forgotten the date, sir.

Hon. Mr. Rauston: I am fixing it by a date, if any was put on.

The CuamMAN: Yes—the peg was only on for a little while in 1933.

Hon. Mr. Rauston: That fixes the date.

The CHAIRMAN: My memory was that there was no peg at all in 1933,
it was in 1934 that the peg was put on.

The Witness: You could certainly find that out quite easily if anybody
wants it?

The CrarMAN: Oct. 1st, 1934; that is the date of the first peg.

By Hon. Mr. Ralston:

Q. There was no indication in July of 1933 that the price of wheat was
going down to 38 cents; there was no indication that wheat was going down?
—A. There never is any indication as to what the action of the market will be.

Q. As a matter of fact Mr. McFarland states, in the report of the Com-
mittee on Banking and Commerce (1934), that he attempted to support the
- market at 50 cents. These purchases that he made then were away above 50
cents?—A. Oh yes.

Q. And Mr. McFarland also told us (page 236 of the evidence) that it was
supposed to be in the national interest that the wheat price should not be
allowed to go down to 50 cents?—A. Yes.

Q. Then, if he purchased wheat in July, 1933, it meant that it was having
the effect of pegging the price of wheat; and as you say, of preventing sales
to customers at prices ranging from 79% cents, down to 73 cents, and up to 79
cents again, at a time when the average price for wheat was 83% cents; is that
correct?—A. That is correct, yes.

By the Chairman: :

Q. Mr. Milner, did you say that you knew that Mr. McFarland was buyin
wheat those days at those prices?>—A. I did not say “those days”; I said, in
that period.

Q. In July of 1933?—A. Yes, sir.

Q. At what price?>—A. I do not know at what price, but he must have
bought it at the price prevailing at the time.

The CuamrMaN: No. I think it was because the price fluctuated greatly
during that month.

Hon. Mr. Rauston: Not in July of 1933.

The CrArMAN: I have it here.

Hon. Mr. Rauston: It never went below 73 cents.
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By the Chairman:

Q. You say, that has the effect of pegging the price?—A. I say it has the
same effect as far as export is concerned. Supposing the market dropped
two points, exports could not be made.

Q. That is another thing; he would have to buy everything that offered
to do that. There is.no doubt about that, is there?—A. No. He would not
have to buy everything that offered.

Q. Practically everything that offered?—A. Yes.

The CuamrMan: All right, go on.

By Mr. Lucas:

Q. To your knowledge did the Grain Exchange ever suggest that the
government, or some agency, should lend support to the market?—A. I do not
believe that the Grain Exchange officially ever did that. I am not sure on that
point as I was not present.

Q. I mean, individually speaking, from time to time. I recall that we had
a committee dealing with some phase of marketing, I think it was in 1932,
before Mr. McFarland had started his operations; and I recall that at, that
time Mr. James Richardson appeared before our committee, and if I remember
rightly he appeared on behalf of the Winnipeg Grain Exchange. I recall quite
well his stating that unless some agency I think as he stated it, “put some
muscle behind it,” a serious situation might develop.—A. Mr. Richardson is
here in the room and I think probably he will be heard as a witness. You
might ask him then what he said at that time.

By the Chairman:

Q. One of the questions asked was this, as to what the future price of
wheat may be; that of course depends entirely upon production in other coun-
tries, upon the demand for wheat resulting from shortage of crop in other
countries, and the general world situation. You can’t form any estimate of it
at the present moment?—A. No.

Q. Whether wheat goes up or down. Have you any opinion or views to
express?—A. As to whether wheat will go up or down?

Q. Whether it will go up or down?—A. I have no views to express.

Q. I thought not.—A. I said that question was—if there was a lot of
wheat to be marketed it would depress the price. I was careful to say that
world conditions would affect the situation.

Q. And that would depend on the amount in September when the new crop
comes in, and on what the necessities of the other countries of the world might
be for importation purposes?—A. It would have quite a bearing on it.

The CaamrMaN: All right.

The witness retired.

The CuamrMan: Who is the next witness?
Richard S. Law, called:

By the Chairman:

Q. What is your position?—A. I am president of the United Grain Growers
Limited.

Q. Do you desire to make a statement to this committee?—A. I have a
prepared statement, Mr. Chairman.

Q. You may sit down, if you wish?—A. I can talk better standing up, if
the committee have no objection to that.

Mr. Chairman, as I have stated, I am appearing before this committee as
president of the United Grain Growers Limited.
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Certain of the views to be expressed with respect to some particular pro-
visions of the Bill now before the committee are based on what has occurred
during the past thirty years in the development of farmers’ organizations and
farmers’ business companies in Western Canada. On that aecount, in the
statement which has been prepared and which I should like to be allowed to
read to the committee, it has been necessary to make some reference to historical
developments as a preliminary to the recommendations we desire to make.

No one who knows the story of Western Canada will doubt the right and
the responsibility of United Grain Growers Limited to make representations
on behalf of Western farmers. It has a record of nearly thirty years in the
service of those farmers, over 30,000 of whom are the owners of the company.

United Grain Growers Limited was organized in 1906 as the Grain Growers’
Grain Company. It was the pioneer farmers business organization of the West,
and was established by pioneers, by men who for the most part were the ﬁrst
to break the soil they farmed. They bought shares in the company, or sup-
ported it when they had not money to buy shares, for the same reason that
they established their non-commercial associations, to improve conditions under
which they lived and worked.

Thirty years and more ago farmers of Western Canada had many dlfﬁcul-
ties to face and to overcome. Added to the natural difficulties of establishing
farms and homes in a new country was an unsatisfactory grain handling system.
The first terminal grain elevators were built by the railways, the first country
elevators by private interests to which the railways gave exclusive handling
privileges in order to get the elevators built. Such monopoly conditions natur-
ally developed evils, and insufficient railway equipment increased farmers’ hard-
ships in getting satisfactory handling of their grain.

To protect their rights, farmers organized first their Grain Growers’ Associa-
tions and then their own Grain Growers’ Grain Company. They secured the
right to load their own cars of grain, previously denied to them wherever a
country elevator had been established, and by these means were able to conduct
their marketing through their own company. From that beginning there
developed the careful regulation and control of the grain business through the
Canada Grain Act and the Board of Grain Commissioners. Farmers consider
this to have been one of their most substantial accomplishments.

The Grain Growers’ Grain Company had small beginnings. Farmers pro-
vided its capital in amounts from $25 to $100 each, and at first no one was
allowed to make any larger investments. Its service was so useful, and it stood
g0 high in the regard of farmers that its business grew rapidly, and it was
successful from the start. Tts success gave business experience to farmers,
increased their confidence, and added to their influence and prestige when
through their associations they pressed for legislation to protect their interests.

To show the success of the company, it may be mentioned that it now has
a paid up capital of $3,150,000, every cent of which was provided by some
30,000 farmer shareholders, whose average investment is about $100. The
shareholders have received reasonable dividends during the life of the company
and with reserves and surplus the total shareholders’ equity is now more than
$5,500,000 and the last balance sheet showed total assets in excess of $14,000,000.

The Company has been able to borrow on its own eredit from the banks all
the money required for the conduct of its business. It has never asked for or
obtained any form of government assistance, either loan or guarantee. The
money it did owe for a time to the Government of Manitoba, for some govern-
ment elevators purchased, has been completely paid off. It assumed a debt
of $1,100,000, now almost ‘entirely paid off, owing by the Alberta Farmers
Co-operative Elevator Company to the Government of Alberta, on amalgama-
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tion with that Company in 1917. The Company owns and operates 450 country
elevators in Manitoba, Saskatchewan and Alberta, the second largest line of
elevators in the Prairie Provinces. It owns a terminal elevator at Port Arthur
with a capacity of 5,500,000 bushels and operates a leased terminal at Van-
couver with a capacity of 2,600,000 bushels.

During the first few years of the Company’s life there was some agitation by
farmers to have all terminal elevators owned and operated by the Dominion
Government and country elevators owned and operated by provincial govern-
- ments. That led to an unsuccessful venture by the Government of Manitoba
- into the ownership and operation of country elevators from 1910 to 1912, after
* which most of its elevators were taken over by Grain Growers’ Grain Company,
at first under lease, and later bought. Up to that time the Grain Growers’
Grain Company had operated as a commission company and it went into the
elevator business only when the question of government ownership was settled.

The failure of the Manitoba Government elevator system and the success
of farmers in business demonstrated through the operations of the Grain Growers’
Grain Company led both farmers and governments in the provinces of Sas-
katchewan and Alberta to decide against government ownership of elevators
and in favour of farmers’ co-operative companies. The Saskatchewan Co-
operative Elevator Company was established in 1911 and the Alberta Farmers
Co-operative Elevator Company in 1913. Between these companies and the
Grain Growers’ Grain Company relations were very close and the latter was
able to give much assistance to the new organizations. The Saskatchewan
Company had a highly successful existence until 1925 when it sold its elevators
to the newly organized Saskatchewan Wheat Pool. The Alberta Company was
amalgamated with the Grain Growers’ Grain Company in 1917 to form United
Grain Growers Limited.

For many years the ideas and the aims of farmers of Western Canada,
organized as they were in farmers’ associations and in farmers’ companies, ran
g0 much along the same lines that they had no difficulty in speaking with a
common voice through the Canadian Council of Agriculture. To that body,
of which it was for a long time a number, United Grain Growers gave sub-
stantial assistance and from its earliest days it has given and continues at present
to give financial support to farmers’ associations in Alberta and in Manitoba.
In recent years, however, there has been a wide divergence of views held by
different groups of farmers on political, on business and on social matters. On
that account the Canadian Council of Agriculture is no longer active and it is
no longer possible to recognize any single organization as speaking with authority
to voice the views of all western farmers.

It was the Canadian Council of Agriculture, which, in 1919, after war time
measures for handling wheat were discontinued, worked out and persuaded the
Dominion Government to adopt a plan for the Canadian Wheat Board of that
yvear, and this Company took a leading part in that work. It was the Canadian
Council of Agriculture, again with this Company takineg a leading part, which
in 1920 undertook the first planning for a western Wheat Pool, work which
was ultimatelv to lead to the formation in 1923 of the Alberta Wheat Pool,
and later of Wheat Pools in Saskatchewan and Manitoba. Just as the entrance
of a farmers’ Company into the elevator business had been delayed for several
vears bv agitation for government action, so also was the formation of a
Wheat Pool delayed during several years by agitation for the Government to
continue Wheat Board operations. That subject was finally disposed of in
1923, and farmers went ahead feeling that voluntary co-operative organization
was superior to government’ action on their behalf.

To these new organizations United Grain Growers Limited gave every
possible assistance, making loans of money, releasing its own employees for hicher
positions in pool service, and extending the benefit of advice based on long
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experience. In addition, it placed its elevators at the service of the pools for the
collection of pool grain and a considerable number of its shareholders became
members of the different pools. |

Later each pool developed an elevator system of its own. Taking pool and
United Grain Growers Elevators together, about two thousand country elevators
in western Canada are now owned by farmers’ organizations, which also own, or

_operate, large terminal elevators, giving these farmers’ companies a total
elevator capacity of over one hundred million bushels. Through these elevators
there passes about one half of the grain marketed by western farmers.

It should be mentioned that the terminal elevators at Fort William, Port
Arthur, Prince Rupert and Vancouver, owned by the Dominion government,
by the railways or by harbour commissioners, have now passed entirely out of
public or railway operation and are principally operated by farmers’ companies.
The continued operation of such elevators, except in conjunction with the line of
country elevators, proved impracticable. '

It is now desired to draw special attention to certain clauses of the bill as
drafted: Clause 7 (d) gives the proposed board power to operate elevators.
Clause 8 reads as follows:—

Except as otherwise provided herein, every elevator shall be operated
by or on behalf of the board and no person other than the board or an agent
of the board shall operate any elevator, unless such elevator has been
excepted by order of the board from the operation of this Aect, and any
elevator not excepted from the operation of this Aect, operated otherwise
than by the board or an agent of the board, shall be deemed to be operated
in contravention of this Act.

The somewhat lengthy facts already detailed give strength to the state-
ment that in the whole record there is not one thing to suggest that farmers desire
to see appointed a Dominion government board for the operation of elevators.
Instead there is everything to suggest that they desire to operate their own
elevators through their own institutions. They would resent seeing a government
board enter into competition with their elevator system or being forced to conduet
their own institutions as agents for a government board. There cannot be said to
be a public opinion on the matter for no suggestion that there might be such a
development has ever, so far as we are aware, been mentioned in western Canada.
But it can be predicted in perfect confidence that public opinion would be against
such a development, just as it can be predicted that farmers would resent control
of their individual operations passing into the hands of a government board.

It has already been mentioned that western farmers take much satisfaction
out of the development of the Canada Grain Aect to its present form, and out of
the reliance they place on the administration of that act by a Board of Grain
Commissioners in which there is widespread confidence. The careful regulation
of the grain business and of the grading and handling of grain therein provided
represents the result of many years' work ‘and study and the best efforts of
farmers’ organizations, of various commissions and of parliament. Farmers
would be dismayed at, and would resent anything that would weaken the control
now exercised through the Board of Grain Commissioners, such as would inevit-
ably occur through transferring the right of licencing elevators from the Board of
Grain Commissioners to any new body to be established.

The CHAIRMAN: That is not suggested in the act.

The Witness: I would like to deal with that later.

It is recommended, therefore, on behalf of United Grain Growers Limited,
that any reference to the operation or control of elevators be eliminated from the
proposed bill for the establishment of a Canadian Grain Board. :

It is probably recognized by everyone that it is necessary to establish a

board or a commission directly responsible to the government and also that one .

-~
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of the principal duties of such a board must be to deal with the wheat or con-
tracts now held under government guarantee by Canadian Co-operative Wheat
Producers. It is also evident that it must so handle the wheat it takes over as to
secure the maximum volume of wheat exports, and in addition conduct its
operations so that the Canadian carry-over and the handling of it will not be
unnecessarily burdensome on the international market structure. Further, it
may be necessary during another crop year for the government to endeavour to
protect the price of wheat and consequently such a body should be equipped with
power to buy as well as to sell wheat.

We believe it has been recognized that the Dominion government has not
only assumed responsibility in connection with wheat now held by Canadian Co-
operative Wheat Producers, but also responsibility for any losses that may be
incurred in disposing of such wheat. We believe it should be recognized that any
such losses will be a continuing government responsibility and should not be
absorbed from the price that may be available to farmers when marketing the
1935 crop or any subsequent crop.

There does not appear to be any necessity for interfering with the mar-
keting of coayse grains. So far as oats and feed barley are concerned their
marketing is largely a matter of transactions between one set of Canadian
farmers who have surplus grain to sell and another set of Canadian farmers
who buy such grain. The problems of the board would be very much com-
plicated if it had to deal with such matters.

Mention has been made of the fact that after 1919 some western farmers
desired to see continued the operation of a government wheat board, while
other farmers preferred to follow the principle of voluntary co-operation. To
some extent some feeling in favour of a resumption of government activity
similar to that of 1919 persisted even in the most successful time of pool
operation. The strength of that feeling has increased during the recent years,
and it is quite possible that if it could be offered to them now many farmers
would be in favour of renewing government operation along the line pursued
in 1919. But it must not be forgotten that during the greater part of its life-
time the 1919 board was unpopular with farmers, who felt that it prevented
them from access to high prices then available. Its popularity did not begin
until as the result of extraordinary conditions which enabled it to sell some
wheat as high as $4 a bushel it was able to make a final payment which
brought its basic price to $2.63 a bushel. But no question of establishing a
board similar to that of 1919 arises, or can possibly arise, under present condi-
tions. No board which has to assume at the outset a responsibility for two
hundred million bushels of wheat can conduct operations like one which began
with a clean sheet. No board which has to undertake the enlargement of
market outlets for Canadian wheat can conduct operations along the same
line as a board which, because of a small crop, had to see to the exporting of
a mere ninety million bushels of wheat. In 1919 a system of initial payments
well below the market price of wheat was quite practicable because prices
were high. At present levels such a system would make farm financing impos-
sible. In 1919 the system of participation certificates to be cashed when wheat
should be finally sold was, in the main, satisfactory, although thousands of
farmers sacrificed those participation certificates for a few cents. As the final
marketing of the 1935 erop may have to be delayed and carried forward in
view of the existence of a large carry-over this year, a system of participation
certificates could not work satisfactorily.

We do not believe we should suggest, or that parliament should lay down,
how the operations of such a board are to be conducted. Instead, we believe
that its operation must be a matter of continuing government responsibility,
and that the board will have to recommend to the government from time to
time a course to be followed and obtain authority to follow it.
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Such recommendations will doubtless be based on continuing study of
changing conditions. The board will doubtless be able to obtain from everyone
associated with the handling of Canadian grain, as it will certainly be able
to obtain from United Grain Growers’ Limited, the benefit of suggestions based
on experience.

We believe precautions should be taken to prevent any strain that might
come from attempts at manipulative short selling or from attempts to make
use of the Winnipeg market for hedging grain of other countries. On that
account we believe that some special regulation of short selling on the Winnipeg
Grain Exchange should be made and that a government market supervisor
should be appointed, with full access to records, so that the situation can be
kept under continuous observation.

We desire also to call attention to the need for aggressive work towards
enlarging the market for Canadian wheat, not only through trade agreements
with various countries, but also in endeavouring to increase the number of
wheat consumers in the world, both human and animal, and in promoting
the demand for wheat of high quality, such as is produced by Canada, instead
of simply leaving wheat to find a market through sheer weight of supplies.
Some time ago this company put forward suggestions for means of conducting
such work through establishment of a Canadian Wheat Institute. While eir-
cumstances recently prevailing have prevented progress towards this organi-
zation, the need for such work as proposed is, we believe, apparent to all who
study the matter.

The foregoing recommendations may be summarized as follows:—

(1) We believe a commission should be appointed through which
the government would directly assume responsibility for the disposal
of present government wheat holdings, and through which it would
take such further steps as may be required to protect producers from
a disastrously low price.

(2) The losses, if any, which may ultimately oceur in the disposal
of the surplus wheat accumulated on government account should be a
continuing responsibility of the government and should not be made a
charge against the proceeds to farmers of the 1935 or any subsequent
crop. : P
; (3) The provisions for the operation and control of elevators covered

by clause 7 (d) and Clause 8, 9 and 10 of the bill should be deleted.

(4) A system involving partial payments to farmers for their wheat
and the issuance of participation certificates is not practicable under
present conditions.

(5) There should be no interference with the present system of
marketing of coarse grains.

(6) Special regulation of short selling in the futures market should
be introduced by the Winnipeg Grain Exchange, and in connection there-
with a government market supervisor should be appointed.

(7) That aggressive work should be undertaken to enlarge the market
for Canadian wheat.

Now, Mr. Chairman, the reason I have come down from the west to appear
before the committee is because when I read the bill T saw that it provided,
first, that: there shall be a board to be known as the Canadian Grain Board,
which shall have power to operate elevators either directly or by means of
agents. T think the wording of the statement I have read indicates the inter-
pretation which we have, correctly or otherwise, placed on those words.

The CHamryan: Sections 8, 9 and 10 you have correetly construed, except
there is no provision to licence the elevators, that duty being with the grain
board.
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The Wirness: Yes, I know the word “licence” does not appear, but I
presume that some certificate or permit, or some kind of authority would have
to be held to denote the right of the operator to operate the elevator. I admit
that I am not a lawyer, but to me, reading this—

The CuamrMaN: That is all to the good, in these days.

The Wirness: I cannot see anything else in this bill in that regard except
placing in the board the right to operate the elevator; and the statement I
have made covers that. In listening to you yesterday, sir, I seem to interpret
your remarks as somewhat being in conflict with the interpretation I have
placed on the bill.

The CuamrMaN: No—probably the question about agents; that would have
to be amplified, to meet what I was asked yesterday. You are quite right. Any
questions, gentlemen? All right, thank you, Mr. Law.

The CuamrMaN: Shall we proceed with another witness now? Who is the
next witness who desires to speak?

Mr. Varurance: I should like to ask if Mr. Richardson is going to give
evidence as an exporter?

The CaarMaN: I am going to ask that.

Mr. Varvance: I think on that should hinge whether we are going to hear
him now or not. L

James RicuArDsON, called.

The CmamrMAN: Mr. Richardson is the director of various financial and
other institutions too numerous to mention.

The Wirness: I am President of James Richardson and Sons, Limited.

By the Chairman:

Q. In what capacity do .you appear, Mr. Richardson, as Mr. Vallance
suggests it may have some bearing on what we are dealing with?—A. T am here
as a representative of my firm to lay before the committee my experience and
views as a grain merchant and grain exporter.

Mr. Varvance: I would suggest, Mr. Chairman, in view of it getting very
close to one o’clock, that we hold Mr. Richardson over so we can get eon-
tinuous evidence from Mr. Richardson; I think it would be a lot better for the
committee and Mr. Richardson.

Hon. Mr. RarLston: Why cannot we get his statement?

Mr. VaLrance: All right.

The CuamMaN: Have you a statement?

The Wirness: I have a statement I should like to read, sir.

The Cramrman: All right; read the statement and then we can consider it.

The WrrNess: I appear before this committee because I feel that I must
make the most vigorous protest of which I am capable against the establishment
in this country of a compulsory wheat board.

I believe my experience as a merchant entitles me to speak on this question
and I have no hesitation in saying that I believe the establishment of a compulsory
wheat board in Canada would result in greatly delaying the restoration of
more satisfactory conditions to our wheat producers, and would also seriously
endanger the financial resources of this country.

I make no apology for appearing before this committee. Part of the bill
under discussion proposes the practical confiscation of the grain elevators of
Canada, in which an enormous amount of private money has been invested. It
is maintained in justification of this confiscation of private property that the
legislation is in the interests of the Dominion of Canada.
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I maintain that on no sound grounds can it be said that this legislation
1s in the general interests of Canada. I am opposed to all compulsory clauses
of the bill. I maintain that, quite aside from the matter of confiscation of
private property and all that this must ultimately lead to, it is against the
best interests of Canada that it should lose the benefit of the highly trained
personnel of the Canadian grain trade, and that it is impossible to satisfactorily
and intelligently market the grain crop of Canada without the benefit of a
barometer such as the open market provides.

It is on these grounds that I wish to be heard.

My firm has for many years been one of the leading export houses and
handlers of wheat on this continent, and as such I could hardly claim to be
unaware of the many artificial restrictions imposed by European countries
against the importation of wheat. Not only have these restrictions greatly
narrowed the market for our wheat, but the depreciated currencies of the
southern hemisphere have made it difficult to sell our wheat at prices we would
like to secure for it.

I want to state, though, that I believe the false marketing theories of the
wheat pools have greatly accentuated Canada’s wheat problem. The pools
were built up on the theory that producers of wheat could practically dictate
their own prices to the consumer. That theory I believe to be wrong, not only
because it has been proven wrong during the long history of the world, but
because pool propagandists inexperienced in the economics of business, have
insisted on demonstrating it before our eyes. The pool is mentioned here
because the suggested grain board would appear to be a fulfilment of the
ambitions of the more extreme pool advocates who have favoured 100 per cent
compulsory pool.

I believe the pools now deny that their organizations were built up on
promises that with proper organization the wheat producers could dictate
prices to the consumers. I have evidence in my files, which I am prepared to
produce, to prove that the pool organizations were built up on such promises.
I am prepared to prove this by quotations from their own leaders, and I want
to say that in my opinion Mr. McFarland’s close associations with the pools
as their general manager has been a very unfortunate thing for all concerned
the last two years, because the same old pool influences appear to have dominated.

It would appear from Mr. McFarland’s evidence given last year before
thesbanking and commerce committee that wheat control stocks were sold by
him in the summer and fall of 1932. The prevailing prices at that time would
indicate that he was selling October wheat well down in the 50’s (the average
price  through October was 48%). If that was good policy it certainly would
not seem to me sound merchandising to refuse to sell in 1934 and 1935 at
80 cents (and actually to buy at higher prices), which had the effect of driving
the foreign buyer into other markets.

I have Sir James German’s authority that last fall 84 boats that came
into the St. Lawrence with coal left again in ballast. It is safe to say that
during the open season last year 150 to 160 tramp steamers left Montreal
light on account of failure to get grain and they had to seek business elsewhqre.
This does not include line steamers. I am submitting a wire as my authority
for this statement, which is marked Exhibit “A”. s

I believe that a little more elasticity and resiliency in the price asked
for our wheat would have resulted in a good many of these boats going out with
wheat at a very low rate of freight. :

The whole theory of maintaining prices by earrying over surpluses depen(_ls
for its success on running into short crops. We ran into two short crops in
1933 and 1934 and we should have taken advantage of the situation to sell
our wheat.

We are likely to have on August 1st anywhere from 180,000,000 te
200,000,000 bushels of carry-over, depending on the sales between now and
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July 31st and on the estimates one makes of wheat in farmers’ hands. Under
these conditions we should be making every effort to sell our wheat, even though
we have to shade the price.

Last fall T held a belief that wheat was selling around a level of prices
that appeared to be justified by world’s conditions and that there were possi-
bilities that we might even sell our wheat on a higher basis. I believe, however,
that one is very unwise to ignore the trend and tendency of the open market,
and T was genuinely shocked when the peg was put in the Winnipeg market.

Canada had been doing a fairly good export business up to that time and
considerable Canadian wheat was being sold abroad, but my own export offices
advised me that as soon as the peg was put in October wheat they immediately
noticed in their cables a sharp falling off in the foreign interest in our wheat
market. If the peg had never been put in the market and some elasticity per-
mitted then I am satisfied we would, this year, have had no serious carry-over
of wheat.

By the Chairman:

Q. What do you mean by that?—A. I mean to say, in my judgment from
70 cents to 85 cents we could have had no trouble, so a very small carry-over
this year.

Q. What do you mean by a small carry-over?—A. Well, I know that we
had lots of business close to the market and that we had a number of people
advising us they wanted Manitoba wheat but they were not prepared to pay
the price for it. In my judgment a margin of several cents a bushel would
have moved a great deal of grain at the time.

Q. Just answer my question, if you please. What do you mean by “small
carry-over”’?—A. Well, I think we probably could have sold 75 to 100 million
bushels more wheat; but exactly what a market will take you have to find
out by experience. I know we passed a great deal of business that we should
have done. That is my judgment. In the light of after events it is quite im-
possible for anyone to say how much the market would have absorbed; but
the market was there; the buyer wanted it.

Q. Excuse my interrupting you—A. Mr. McFarland is an experienced
grain man, who has given of his very best to the job, but it all just goes to
prove that no one man, nor body of men is competent to fix a price on a
primary product like wheat, that would be satisfactory to both producer and
consumer.

The open market is a barometer that reflects the position of world’s stocks
of wheat and the conditions of the growing crops, as against prospective
demand. It also reflects tariffs, quotas, trade compensations, money exchange,
conditions of freights and finance, and all the factors that go to determine
prices. Without an open market as a Barometer no one could intelligently sell
wheat. They would not know whether they were asking too much or whether

_they were asking too little.

I have no quarrel with the character of machinery set up to exert a
stabilizing influence on prices, except that the main purpose of the operation
seems to have been overlooked and the control stabilized wheat at a price level
which so restricted its sale that we have missed the opportunity to cut down our
carry-over to modest proportions.

The prospects for our new crop now look most promising. The 1935 crop,
however, is late and it is not yet harvested, but under any circumstances it is
not likely to be on the market in volume before the last half of September or
the beginning of October, and Canada still has an opportunity to sell a fair
amount of wheat, but we will not be able to sell as much asg we should for the
reason that for a considerable length of time we held our wheat at 28 to 30
cents over Argentine Rosafe and at the same time made it generally known
that we were not going to reduce our prices.
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The result of this was, as I understand it, that English millers purchased
a certain amount of Argentine wheat for delivery right up to August and
September. T feel that in the light of after events there is certainly now no
doubt but that errors were made in the handling of last year’s crop. We did
not sell the grain we should have last fall, nor have we been getting our share
of the world’s markets since. Argentine and Australia are getting cleaned out,
while Canada holds the bag.

Mr. Vavnance: Don’t you think, before he starts with Grain Marketing
Machinery that we should adjourn and discuss this part of the statement, or
proceed, if we can, this afternoon; that is, if it is the intention to sit while the
house is in session? \

The CuarMAN: I 'doubt very much if T can sit to-day further.

Mr. Lucas: I think, Mr. Chairman, it would be to the advantage of the
members to record this statement so we may study it.

The CrAamrMAN: Might he not hand it in and have it printed as part of
the record in its entirety, then we shall have a chance to look at it? :

Mr. WiLuis: Agreed.

The CrAlRMAN: What do you say to that, Mr. Richardson?

Hon. Mr. Rauston: What were your plans about future meetings?

The CuHAIRMAN: I was going to consult the committee as to that. You
want to be in the house when the Companies’ Act is up?—I know that. That
will be up this afternoon, I expect. Would it be satisfactory to you, Mr.
Richardson, to leave this with the clerk?

Hon. Mr. Raiston: Speaking for myself, if we are not going to sit this
afternoon or evening, I should prefer to hear it read, it will take only fifteen
minutes more.

Mr. Varrance: All right.

The CuamrmanN: Whatever you say.

The Wrrness: Is that your wish, Mr. Chairman?

The CHAIRMAN: I am entirely in the hands of the committee.

The Wirngss: I think it is unfair to state that the open market in Winni-
peg has fallen down, when the main reason for lack of buyers in the Winnipeg
market has been that the government control held wheat at prices which made
it unattractive to buyers.

Our open market is a barometer that reflects all the various world factors
that' go to make prices, and naturally the price in an unrestricted open market
in Winnipeg will record competition from countries with depreciated curren-
cies, and this competition may bring back a price to Winnipeg that looks low.

This, however, is not a fault of the open market. An open market, on
the other hand, would fail to function satisfactorily if it did not record these
conditions.

If the government wants to compensate our farmers for this unfair com-
petition in world’s markets there are various ways of accomplishing this end,
but it will not mean that Canada gets any more for our wheat. If the Dominion
of Canada wants to subsidize the Canadian wheat producer this becomes entirely
a question of government poliey, but the Canadian people must pay the subsidy.
The foreign buyer will continue to buy wherever he can buy cheapest and under
no stretch of the imagination can he be induced to pay a subsidy to our farmers.

Trying to make him pay it has resulted in our having a carry-over this
year that we have no right to have. A price level has been maintained that
has interfered with our selling the quantity of wheat we should have sold, and
which the world wanted from us.
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If Mr. McFarland’s agency holds wheat above what it can be sold for in
the world’s markets he is naturally compelled to take all the country hedges,
because buyers cannot be found who are prepared to purchase Manitoba spot
and future wheats when they feel they can get much better value elsewhere, and
as long as the selling agency hold wheat above what it can be sold for there
is no prospect of being able to find buyers to take their place. The market
ceases to function only when government control refuses to allow natural forces
to operate.

The propaganda of the Pools in regard to increasing world’s prices of wheat,
and the policies followed have encouraged both the Argentine and Australia to
increase their acreages, and this has certainly been at our expense. In evidence
of this I would point out that between 1923 and 1934 Canada increased her
wheat acreage 9-14 per cent; the Argentine increased her wheat acreage 22-25
per cent and Australia increased her wheat acreage 46:02 per cent. :

We must concede that the Argentine can produce beef and corn more
cheaply than we can, and that likewise Australia enjoys an advantage in the
production of mutton and wool, but we enjoy an advantage over both of these
countries in the fundamental cost of producing wheat, and an advantage that
we must not concede.

I would point out that at the present time the water freight from Fort
William to Liverpool is just practically the equivalent of the ocean freight
from the Argentine, that the rail costs in Canada approximate those of the
Argentine, and with a six cent preference in the United Kingdom and a prefer-
ence of an additional ten cents in quality, in addition to the much better yield
which we get in Canada, I do not see why we should be unduly apprehensive
about the competition from that country, or allow them to expand their wheat
acreage at- our expense.

I am not pessimistic about the future world’s markets for our wheat, once
our carry-over reaches proper proportions. Inereasing costs of living in Europe
will be an important factor in opening up our wheat markets now closed. In this
respect time i1s with us and the consumer is our ally.

In the meantime if satisfactory prices cannot be obtained I would cer-
tainly approve of the Canadian government according the western farmer that
measure of financial support which the government feels they can afford and
which the situation justifies. Any compensation given our farmer at the present
time would be justified by the fact that the producers in the southern hemis-
phere enjoy; an advantage through their depreciated currencies and this is a
situation that we cannot regard as a permanent one.

I would sell our crop every year and maintain our markets and connections,
but I believe that any attempt to do this through a compulsory wheat board
will prove disappointing, and I fear disastrous.

Our interest, as I see it, lies in doing what reasonably can be done to widen
the markets for our wheat abroad, and at the same time, in order to sell our
wheat, we must not forget that it must be made attractive to the buyer.

As long as the government owns a large quantity of wheat they must
naturally appoint a guardian to look after it, either in the shape of some board
or a commission. The carry-over should not be allowed to entirely undermine
the price structure of our new crop of wheat, but it should be disposed of over
quite a considerable period of time, or as fast as reasonably satisfactory markets
can be found. !

If our government wants to give our farmers financial assistance under
existing conditions (and T would certainly like to see them do it) then there are
several ways that this can be done. I consider it is possible to assure our pro-
ducer a guaranteed fixed price, but still to permit an open market, so that if our
market declined below the fixed price the farmer would get a certificate from the
elevator company entitling him to collect the difference between the fixed price
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and what his wheat actually realized. The farmer might, on the other hand, if
thought advisable be paid a direct subsidy. It isa government problem as to how
this matter may best be met, but it must be accepted as a fact that the foreign
buyer will continue to buy wherever he can buy the most with his money, and
that he will take full advantage of depreciated currencies in certain parts of the
world, and it is quite futile to try and induce him to subsidize citizens of other
countries. '

On April 26, 1922, T appeared in Ottawa before the committee on agriculture
and colonization to give evidence on the question of a wheat board. On that
oceasion I said:—

To try and boost the Canadian wheat price above its value in the
world’s market would get us nowhere. We would only be holding an
umbrella for wheat producers in other countries to sit under, and we would
be encouraging production in other countries instead of in our own.

I spoke at some length and I think what I said on that occasion was a very
good forecast of some of the things that have happened since. At least I have
had no occasion to change any of the views I expressed here over thirteen years
ago.
In July, 1931, I appeared before the committee on agriculture and coloniza-
tion and again expressed my views in regard to a wheat board. It was suggested
that the government might think it desirable when the wheat was under full
volume in the fall to give the market some temporary support and I stated that
if they found it desirable to do this—

I certainly would not put a prop under it that would stop us making
our normal reasonable contribution to the world’s imports during the
period of the year when the world looks to us for its supply.

Nothing that has happened weakens my confidence in an open market, but it only
strengthens my belief that no substitute can be found for it.

EXHIBIT “A”

(Copy of Telegram) MoxNTREAL, June 20, 1935.

JamES A. R1CHARDSON,
care Chateau Laurier, Ottawa.

Answering your enquiry after careful survey estimate one hundred and
sixty tramp steamers left Montreal in ballast during seasop navigation
nineteen thirty four these failing get grain had to look for cargo elsewhere
their estimated capacity thirty seven million bushels wheat stop have
checked closely with lines which show four hundred and thirty thousand
tons approximately sixteen million bushels wheat capacity unfilled space

same period.
WIGHT & ESDAILE.

By the Chairman:

Q. Do you know of any country in the world where there is an open market
now? Name me one?—A. Australian wheat is sold freely in the world’s markets.

Q. There is no selling futures there as you know; it is not an open market, it
is subsidized?—A. It is subsidized; but as far as the buyer was concerned he is
perfectly free to buy it—a free buyer and a free seller. The fact that the seller
may be subsidized may result in wheat being sold at a lower price than it other-
wise would have been sold. I wanted to say, gentlemen, that I have tried in my
statement, here to make it clear that I am opposed to the compulsory wheat
features of the bill and I am opposed to the clause about the Grain Exchange
futures market and I am opposed to the clauses that compel the elevators to act
as agents for the board, and I am opposed to state monopoly of the grain busi-
ness, But T am not opposed to everything.
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The CuamrMAN: I think that was fairly obvious.

The Wrrness: There are some things I am not opposed to. I am not opposed
to a board or a commission to take over and assume the responsibilities for this
year’s carry-over of wheat and to perform a stabilizing influence on the market.
Bear in mind that we must sell all the wheat we can; but to perform that duty—
we will-have to do it for a while; T do not think there is any doubt about it—we
will have to take care of our surpluses and perform a stabilizing duty; but they do
not have to feel that they must make a profit in the operation. I have no objec-
tions whatever to a supervisor to look after the grain futures of the character
suggested by Sir Josiah Stamp, but I fully realize the very great difficulties that
we are up against in trying to open up the world market in great consuming
countries again. Fully realizing these difficulties, we should certainly continue to
do all we can to get them open.

Q. What do you mean by saying that? How are you going to open up a
market like France which once took from us as much as 31,000,000 bushels and
now takes practically nothing?—A. The French market has never been a very
important market so far as we are concerned. I refer more particularly to
other large markets.

Q. Where are they? Can you tell us that?—A. There is Germany, and
Ttaly.

Q. You know what the German situation is, the difficulties there are there?
—A. I realize fully the difficulties there, Mr. Chairman; I was there last fall
and I realize the difficulties there fully.

Q. What do you mean by saying, opening up markets?—A. I say it is an
objective we must seek. I do not think there is any disagreement at all, I think
you will agree with me.

Q. What do you mean by opening up Germany for instance; just tell this
committee, they would like to know?—A. That would be a very hard thing to
do, you must consider what we have been doing.

Hon. Mr. Stewart: Have you given up France as a hopeless proposition too?
The CuamrMaN: France is now taking about 10,000,000 bushels.

By the Chairman:

Q. What do you say about Germany?—A. I can only tell you my experi-
ence, that we were doing a small export business with Germany in spite of the
fact that there was a duty of $1.62 in gold against our wheat, which puts it up
very close to $3 a bushel, I suppose. We ‘were selling them small amounts of
wheat but they were slow in their payments. Last August we decided not to do
any more business with them. I went over on the 15th December to look the
situation over. We got our money all paid for in August. Anybody who sold
them in September has not got their money yet. But we saw the figures that
Germany, for instance, required or was short about three and a half million
« tons of coarse grains, in April they were about 140,000,000 bushels short. We
used to do a big business in Germany with barley a few years after the war.
They were our best buyers. I went further to find out if they were going to
buy wheat from us, and if so how they were going to pay for it. I was satisfied
after I had been there a few days that they were not going to buy it at all,
because there were famine prices and wartime conditions and the import houses
that we do business with assured me that as soon as they were prepared to offer
us any kind of payment acceptable to us—when they do that I will go ahead
and do business with them in confidence. In the meantime, there is no prospect
of immediate business, unless we can provide them with Canadian dollars, and
that would have to be through the purchase of goods which we are not now
buying from Germany.

814—41% : i |
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Q. A clearing house agreement; and, spend all the money that we get iﬁ

paying for their manufactured goods. That is really what they said?>—A. I see

very great difficulties. I see a large consuming market in these countries that
require our wheat. T believe that the difficulties ultimately will be overcome,
but I am fully seized with the great difficulties that-we are confronted with in
that direction; but it is a target that we must shoot at I would say.

By Hon. Mr. Stewart:
O M Richar‘dson, would you say that they were willing to buy our wheat
if we took goods in exchange?—A. If we bought goods that we are not now
buying from them, not in exchange for analine dyes and other things that we
have to buy from them.

Q. Exactly; I am not speaking of goods, I am speaking of quantities; the -

exchange of goods for goods.—A. Well, I know we have had a kind of barter
arrangement presented to us, but personally I have not sufficient ingenuity to
see how I could accomplish any trade with them under present conditions.

Q. No, I can quite understand that—A. But still I live in hopes that we
will be able to iron out all these difficulties, through the stabilization of foreign
exchange and other matters.

By Mr. Lucas:

Q. Do you think that if a government .agency had full control of wheat
they might be able to make different agreements, which private concerns could
not do?—A. I think that the government should make whatever governmental
arrangements are necessary, and that private agencies should be let do the rest
of it. I think it would improve the situation, however, if a temporary commission
or board were set up to stabilize our markets while the surplus is being disposed
of, and to take care of that. That would be one of the principal problems, to
find out how they are going to work that off.

By the Chairman:

Q. What you said with regard to Germany applies to Italy, I take it?—A.
Yes, sir. :

Q. Because, Italy has greatly increased her production during the last few
years.—A. Italy has been extremely fortunate in running into not only inereased
acreage but more extensive cultivation as well. Providence has smiled on her
the last few years in a way which under the law of averages she is not likely
to in the next few years.

Q. It is reasonably clear that we cannot sell any wheat in Italy, having
regard to what her production was and to her arrangement with Roumania and
the Danubian countries, which are partly military and partly, shall I say, econ-
omic. You were over all that country yourself, Mr. Richardson?—A. Yes, last
fall T called on 23 firms that we are doing business with in 9 countries out of
Europe. I did not visit all of these countries, but I saw their representatives.

Q. You saw them all?—A. I saw them all, or they saw me.

Q. They saw you or you saw them at their place of business, or they came
‘to see you whether you went to those countries or not, as I understand it?—A.
Yes, sir.

Q. The results of your investigations are, for reasons that you so clearly
stated, that there did not seem to be any market there for Canadian wheat last
fall, did there?—A. I came home less optimistic than I went over.

Q. I remember, T saw you there.—A. I see the possibility of disposing of

some of our wheat in Europe. I share the views of Mr. McFarland, although
not to the same extent. I felt that there was a market for our wheat last year,

and I think the only difference between myself and Mr. McFarland is as to the
price at which they would consume it. )
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Q. Yes; but that question did not arise last fall, because you made up
your mind that there was no chance for us to sell wheat at all owing to con-
ditions. I think they did purchase wheat in their own countries. You made a
study of the Danubian situation, I remember you saying so in London; and the
Italian situation, and the German situation particularly; and then I recall you
were of the opinion that there was no market for our wheat at that time?—A.
No, sir.

Q. At that time; I do not mean, in the future?—A. As I saw the situation
on the continent of Europe, the conditions that generally prevailed—the dis-
tress, the unhappiness and the difficulties in all directions—I thought it was
decidedly discouraging in relation to the price factor in so far as wheat was
concerned. I saw a very real difficulty; but I do think that we should have been
getting a larger share of world markets. I think we should not let Australia
and the Argentine sell so much wheat as they did last year.

Q. But they did not sell wheat to Germany or Italy?—A. No.

Q. Or Switzerland?—A. 1 am ot referring to the places where wheat could
not be sold. I say that all that we can do—1I realize that consuming countries
produce more wheat than exporting countries, and that all that we can do 1s
to get our share of the market available.

Q. Have you looked at the total proportion of bread-stuffs we did furnish
to the world?—A. Yes.

Q. You saw the figures which Mr. Beatty gave?—A. Yes.

Q. And brought down to date, Mr. Richardson, they mean that we have
sold a larger percentage of the world’s foodstuffs than we have any year but
twice since 1923?7—A. We had last year a big carry-over to be taken into
account. There will be a variation in the percentage that we sell from year to
yvear. In 1924 we only sold 26-94 per cent.

Q. Yes, that is the lowest of any year—A. We contributed that much to
the world’s requirements.

Q. Of foodstuffs?>—A. Of foodstuffs; and yet we sold our total crop.

Q. Surely it was because we had a small crop. You know how much the
crop was?—A. The crop was 287,000,000, of which we required close to
100,000,000 and we sold 192,000,000; and we had about the same carry-over
that we had the year before. So that we had to take into account—

Mr. PerLEY: The crop.

The WirNess: —the size of the erop, and the world’s requirements. I
stand on the ground that we should take full advantage of whatever the prefer-
ence in the United Kingdom is worth to us, and the additional premium that
our wheat is worth intrinsically for bread making purposes. That is an ad-
vantage that we have, and we should use that advantage to the limit and sell
our wheat. Whatever additional protection the farmer has to have between
that and what other people are selling wheat at, we should try to compensate
him for until general world conditions are a little more satisfactory, and until
some of the artificial conditions that we are now up against are absent.

By the Chairman:

Q. That means until the consuming countries stop producing as much
wheat, and go back to the old condition of buying abroad what they may
produce at home. France, for instance, has been selling wheat and flour, as
you know?—A. Yes.

Q. From your own personal investigations?>—A. Yes.

.Q.. For the first time in many, many years, on a very large scale; that is
£0, is it not?>—A. It has been selling very cheap wheat and flour, yes.
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Q. Although you could not get a bushel of wheat into France to sell unless
you pay a duty of $1.85, and then only on condition that an additional bushel
had been sold by the French government ?—A. Yes ‘

Q. That is a fact.

By Mr. Vallance:

Q. Do you think we have not beén taking advantage of all the preference
in the British market that this 6-cent preference brought in by the Ottawa
agreement gave?—A. As a merchant and a seller I try to get all I can. The
buyer tries to buy as cheaply as he can. The English miller states that if we
hold our wheat at the premium that we have held it, he will use as little of it
as he can. We hoped that we might get him up somewhat in his idea of the
value, but he has made good what he said he would do about buying as little
from us as he could get along with.

Q. Did you find any statements being made over there that we had not
lived up to the provisions of the Ottawa agreement, clause 4, where we were
not offering it at world prices? Is that any factor as to why we are not getting
business?—A. I have had that referred to in correspondence more recently,
but I did not hear that last fall. I will say that when I was in Europe last
fall, talking to some of the best informed import houses, they felt that wheat
was worth around 80 cents per bushel. I mean, they are not within—when
you say a level, that does not mean within a few cents. They said it depends
on Argentine, but they thought wheat was worth approximately those prices,
and there were a lot of the good houses which felt that there was some prospect
that it might sell higher. Of course, the world has not taken the amount of
wheat we expected it to take last year.

Q. I do not know whether you can answer this or not. Is the consumption
of wheat flour per capita in Europe as great as it was prior to the war?—A. I
beg vour pardon?

Q. The question I asked was: Is the consumption of wheat flour per capita
in Europe as great as it was say prior to the war?—A. I think the world is
eating just about the same, the consumption. Taking last year, speaking from
memory, I think T am correct in saying, according to the Leyland-Standford
Wheat Institute, who are the best authorities to-day, that if the United States
find an additional 20,000,000 bushels in their crop, which is over their earlier
estimates, that the world will have consumed just about the same amount of
wheat that it did the year before—just about the same amount. But, of course,
with the world’s increased population, we should be eating more. In times
past, whenever we have had industrial depression and hard times, we have
expected to see an increase in the consumption of breadstuffs as being the
cheapest food. However, the artificial restrictions in Europe have put bread-
stuffs in the luxury class.

/

By the Chairman:

Q. And a rise taken place in wheat to

Mr. Wmnnis: When will we hear Mr. Richardson again?

The CuamrMAaN: When will it suit the committee? Both Colonel Ralston
and I will want to be in the House this afternoon.

Hon. Mr. Ravston: Speaking for myself, tonight; but T realize your
position, Mr. Chairman. I think we have to hear from you first, because I
realize you have other duties.

The Cuamrvan: I would like to accommodate myself to the wishes of the
committee as far as I can.

Hon. Mr. StewarT: We are rapidly getting to the place where there is one
bill on the order paper.
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The Caarrman: That is what I say. It is so now, practically.
Mr. Varzance: How about sitting tomorrow?

The CuarrMAN: I fancy you can get along without me to-morrow. I have
a good many duties to-morrow, a couple of capital cases.

Hon. Mr. StewarT: How many more witnesses are there?
The Caamrman: I don’t know. I have no idea.
Hon. Mr. Stewarr: Would you mind enquiring?

The CHAIRMAN: Are there any gentlemen desiring to be heard? Who are
they? Is Mr. Pitblado here?

. A Voice: I desire to be heard.

The CuAIRMAN: Mr. Sydney Smith desires to be heard. Is there anybody
else?

Mr. Vanrance: Is Co-Operative Producers Limited being called at all?
I mean, Broulet or Macleod?

The CuATRMAN: We will hear Mr. Macleod, he having indicated some desire
to be heard. But there are none of them here, as far as I know.

Mr. Varrance: I saw Mr. MacLeod in the committee this morning.

The CuarMAaN: He sent a letter saying he desired to be heard.

Hon. Mr. RaLston: I was going to enquire, Mr. Chairman, with regard to
the information I asked for at the first of the week; you intimated in your

reply that some records were available. Is there any objection to making those
avallable to the committee over the week end?

The Cuairman: We are of the opinion that they have nothing to do with
it; in view of Mr. McFarland’s condition, that they have nothing to do with it.

Hon. Mr. RaLston: In view of what, Mr. Chairman?

The CuamrMan: His condition, his inability to give any explanation. It
istan unfair thing. But I will give you a royal commission, if you want it,
ater,

Hon. Mr. Rarston: Mr. Mclvor would do just as well.
The CuamrMAN: He will not do very well for the man who is being held
responsible for what he has done. He should have an opportunity of making

some statement, I think you will agree; and I do not think it is relevant to
this bill.

Hon. Mr. StewarT: Mr. Chairman, are we not to be told what the amount
of wheat they are carrying over is?

The CHARMAN: Yes, exactly.

Hon. Mr. StewarT: And the price, and the amount of cash represented?

Hon. Mr. Rauston: Who is going to tell us?

The CrARMAN: And what it represented.

Hon. Mr. Rarston: Who is going to tell us?

The CramrMAN: The bankers will tell you.

. dHon. Mr. RanstoN: The bankers don’t know the amount of wheat on
and.

The CuaRMAN: The bankers know the amount of money—

Hon. Mr. Rarsron: We are talking about the amount of carry-over.

The CuamMaN: Certainly. The quantity of wheat that is held will come
from the proper sources, the people who are holding it. What does disturb me
is the number of witnesses that have to be heard yet and the time it will
take them, because the bill has to be reported with or without amendments, and
when it gets to the House it will probably take a long time again.
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Hon. Mr. Raiston: This is the most important leglslatlon before this
session, I think. h

The CHARMAN: It has been on the Order Paper ever since before I was
ill that a Grain Board was to be established.

Hon. Mr. Rauston: That does not get us away from the fact we just
cannot rush it; that is all. :

The CHARMAN: I am not trying to rush it. The only difficulty is the
House will conclude the rest of its business. ,

Hon. Mr. RaLston: In view of what you say I want to make a motion
with regard to this information now because I think it is important to have it
on the record. I want to move “that the proper officials of the government
or Geo. Meclvor, Assistant Manager of Canadian Co-Operative Wheat Pro-
ducers Limited be summoned to bring with him information showing the
amount of wheat held by Canadian Co-Operative Wheat Producers Limited
from time to time, the cost of such wheat, the amount of the obligations of the
Dominion of Canada from time to time under the guarantees given to the
banks in respect of the operations of Canadian Co-Operative Wheat Pro-
ducers Limited and insofar as the same are.not readily available the books
or records containing any information relative thereto.” May I say this in
support of that motion: I understand that information is easily available.
It is right on the records. They must have the day to day transactions. I
am not asking the day to day transactions. °I referred to the amount pur-
chased, the amounts sold, the cost of the wheat, the amount of the guarantee.
We have already, in this inquiry gone into the amount on hand in 1930, 1931.
We have gone into the prices in 1931 and 1932, gone into the prices in 1933
and said something with regard to the amount, so I submit the whole matter
has not only been gone into, but is necessary so that we may have a proper
appreciation of first, what is involved in the take-over and secondly the policy
which is to be adopted in the future.

The Cuamrman: I made it quite clear the other day that the Department
of Finance received reports weekly with respect to the financial side of it; a
copy was sent to-me as a'matter of courtesy—I think it is a complete copy but
I do not know whether as complete as that or not. But I do not consider
this bill involves anything except two things; one the amount of wheat which
is on hand and secondly what the financial obligations are. That is covered
by the Orders in Council, by the reports from the banks and reports from those
who hold the wheat. But I say this that it is extremely unfair to conduet an
examination in the way it has been conducted with Mr. MecFarland lying on
his back unable to make any explanation, and I say the government will issue
a commission under the Inquiries Act as soon as he is able to appear, and you
can make such investigation with respect to this matter as you desire. The
fullest opportunity will be given.

Hon. Mr. Rauston: The Act will have been passed then.

The CaamrMan: I think so.

Hon. Mr. Ratston: The Act will have been passed then; it will then be
too late to take action or lay down any policy to change what has taken place
in the past. I submit there never has been a situation where a bill as important
as this has received such cavalier treatment, to suggest to a special committee
investigating this matter that it is not to know the operatlons of that body
or the obligations which have been undertaken.

The CramrMAN: This is not the committee to hear it or to investigate it.
Do you want an inquiry when Mr. McFarland is able to attend. The doctor
tells me he will be up in three weeks. You may have a Royal Commission,
which I will issue. :
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Hon. Mr. Ratstox: I am asking Mr. Meclvor to be called.

The CaamMax: Mr. McFarland is in charge of certain things and he
ghould have an opportunity to present his case.

Hon. Mr. Rarstox: Mr. McFarland reported to the Prime Minister of
Canada.

The CuarMaAN: And explained what had been done. If he is not to be
afforded that opportunity I think it is the duty of the government to see that
he is afforded it; that a Royal Commission be appointed to enable you to
investigate the matter any way you like.

Hon. Mr, Stewart: It is an unfair statement to make that any reflection
has been made by anyone of this committee on Mr. McFarland

The CuamrMaN: Certainly; vou asked the witnesses that. They say
McFarland is to blame. Mr. Richardson has said so.

‘Hon. Mr SteEwaArT: It is no reflection on Mr. McFarland; an error
in judgment in selling.

The Cuamrmax: He should have the opportunity, at least, to give his
explanation of what he did.

' Hon. Mr. RaLston: We represent the people of Canada; we are entitled
to information. : :

The CHAIRMAN: Certainly.

Hon. Mr. RaustoN: We have been refused it up to date.

The CramrMan: You can have it any time you desire; it is just for you
to state.

Hon. Mr. Rarsron: You see, up to this time we have been refused it, that
is well known. There can be no dispute about that.

Mr. Portrous: When did you ask for it?

Hon. Mr. Stewarr: We asked for it on many occasions; it was not deemed
in the public interest. ; '

The Cuamman: On what occasion did you want it You could have had
it before either the committee on Agriculture or Public Accounts at any time
since the House met. The committee were not called together for that purpose.

Mr. Varrance: With this resolution on the Order Paper?
The Cuairman: Certainly, before the Standing Committee.

Hon. Mr. Rawston: We would have been told that it was absolutely
impossible with this bill on the Order Paper.

The Cuamrman: No such thing, because the idea of a Special Committee
was never raised until Mr. King suggested it the other day.

Hon. Mr. Rastox: I know what is said now. The government or the
chairman or anybody else ecannot get out of responsibility for not presenting
this information at this time.

The Cramrman: We will aceept the fullest responsibility.

Hon. Mr. Rarston: While this particular bill is under consideration I
for one am not going to be gagged by the Chairman.

The Cramrmax: No one could definitely gag you.

g Hon. Mr. RarstoN: By suggesting this information is not going to be avail-
able.

The Cuaamrmax: We will ask the committee to send the bill to the House.

. Hon. Mr. Rauston: Then the government refuses the information. T am
making a motion, and Mr. Vallance is seconding it.

Hon. Mr. Stewanrr: The only thing to do is to move the committee report
the bill back to the House.
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Mr. Varrance: As far as this is concerned may I say for the information
of the committee, that sometime ago it was while Mr. Stevens was Minister
of Trade and Commerce, I would say probably 1933, or it may have been 1932,
during the operations of Mr. McFarland, the information sought now up to
that time was made available to me, not only to me but to Dr. Motherwell and
Dr. Donnelly. While I was not there when they got the information I assume
they got the same information as I did. Mr. Stevens called me up one evening
in the House and told me he wanted me to come to his office. I went up and
he told me that this was a friend of his, he said, “ you need no introduection ”; it
was John I. McFarland. He said, “1 am leaving you two together, and Mr.
McFarland has absolute permission from us to give you all the information
you want.” Now, Mr. McFarland on that oceasion, produced his ledger, which
was a book about that long, that wide and about so thick, (indicating) and in
that book was every transaction of his purchases and sales. As to the costs
I won’t tell you just what the entries were; but I remember I asked Mr.
MecFarland to permit me to take the book and look it over as I could not look
it over sitting in the little conference we were having together. Rightly, Mr.
McFarland refused to allow the book to go from his control; but at that time
Mr. McFarland was prepared to give to the world each and every transaction.
I tell you quite frankly I accused him of scalping in on the market, and that
was a condition that was favourable to Mr. McFarland; and to prove that he
was not scalping he produced his records. I do not see why, if he could produce
the records up to that time; they cannot be produced now, and I think that Mr.
Melvor has all the information that Mr. McFarland has, and has been carrying
on the operations, as you well know, during Mr. McFarland’s illness.

The CuamrMAN: He talks to me every day or so. I have not seen the book
to which reference has been made and know nothing of it, unfortunately. I can-
not speak as to that; all T do know is this: What has just been said adds greatly
to the necessity of Mr. McFarland being examined and make such explanation
as he might desire. In view of what has been said, if it is thought desirable,
I am perfectly willing that a Royal Commission be appointed, name any judge
vou like to investigate the operations under this plan—

Hon. Mr. Rauston: No, it is too late.

The CuarMaN: The opportunity was here to do it during the session.

Hon. Mr. Ravston: This is the opportunity,

The Cramrman: This is not the time or the place.

Hon. Mr. RaLston: Section 7 of this bill provides for the taking over of
Mr. McFarland’s operations. That is the time to enquire.

The Caamrman: We know exactly how much that means both in bushels and
money.

Hon. Mr. Rarston: We have no idea as to the policy so far as the
information—

The CrArMAN: Is that going to change the facts?

Hon. Mr. RausToN: If the chairman would permit me—

The CraamrMan: We are not taking over a policy.

Hon. Mr. Rarston: We want to know whether we are going to continue—

The CramMan: Nobody has suggested that he is going to be appointed
to the Board.

Hon. Mr. RaLston: We were talking of a policy which he has been’ carry-
ing out.

Hon. Mr. StewarT: You also examined along that line.

Hon. Mr. RaustoN: If we are going to have a change we will have
to know how the policy has worked out and what we are going to take over:
and we want to know if there should be any change.
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~ The Cuamman: That is not the issue.

Hon. Mr. Rauston: Certainly. That has been dlscussed by every person
here, the policy of the board with regard to stabilization and liquidation.

The CrairmMaN: That three minds were better than one.

Hon. Mr. Rarston: What has been said repeatedly is that Mr. McFarland’s
policy has not been sufficiently inclined towards liquidation.

The CaamrMAN: Exactly, what has been said is a matter which can be
settled—with the new board.

Hon. Mr. RaLstoN: No, we want to enquire into that.

The CrArMAN: I think it is as unfair as anything that I have heard of
yet to suggest that a man like Mr. McFarland who was before this committee
last year, and who gave opinions, views, and the committee decided it should
not make public the information; and who gave to Mr. Vallance certain informa-
tion, produced his books, should not have the opportunity to make any
explanation and it should go out to the world that this man did so and so with-
out explanation. I say it is so manifestly unfair that I cannot conceive of it
being asked for.

Hon. Mr. Ranston: I think you can work yourself up into that stage very
easily.

The CrarrmaN: No.

Hon. Mr. Rauston: What we are considering is a much larger problem
than the question of being fair or unfair to anyone.

THE CHAIRMAN: If you can deal with your problems and be decent that is
all that is desired.

Hon. Mr. Rawston: I would suggest that would be a good rule for others
to follow.

The Cramrvax: I think Mr. MeFarland is entitled to decent treatment.

Hon. Mr. Ranston: So do I.

The CuamrMaN: And so do the people of Canada.

Hon. Mr. RaLston: And so do L.

The Cuamman: I say that to ask this information for this committee,
beyond what I said it always should have, without affording him any opportunity
to be here, is not fair.

Hon. Mr. Rarston: We are not denying him an opportunity. It is un-
fortunate that he is ill, and I am perfectly willing for parliament to sit for three
weeks more, if necessary, until he is able to come, as far as I am concerned.

The CuamrmaAN: So am T.

Hon. Mr. Ravston: I do say before we can intelligently pass upon this bill,
we ought to know what Mr. McFarland has been doing.

The CramrMAN: Certainly, and we ought to know why he did the thmgs he
did, and when he did them. g

Hon. Mr. Rarston: No. All you want to know is what emerges. You
only want to take a pig in a poke.

The CratrmAN: You can say so. Nobody bothers about your saying that,
because it is—

Hon. Mr. Ravstox: I realize that.

The Cramrman: It is perfectly clear that under the Inquiries Act I can give
you a commission, and you can investigate every transaction, when Mr. Me-
Farland has an opportunity to be there.

Hon. Mr. RaLston: Mr. Chairman, you know perfectly well that that is too *
late, as far as the consideration of this blll is concerned.
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The CuARMAN: As far as this bill is concerned, it does not affect it. What
witness after witness has said that this bill concerns is that we have got
225,000,000 bushels of wheat, and we had so much money; the question is what
the change is to be.

Hon. Mr. RAaLsTON: You even showed it in your examination of the witness,
proving what the low price of wheat was. Anything in Mr McFarland’s favour
has been brought out. That is all right.

The CHAIRMAN: Anything against the bill has been brought out.

Hon. Mr. RaLsToN: But it seems to me that the whole transaction should
be brought out, and not half of it.

The CHAIRMA‘\I There is only one man can state that, and that man is lying
in his bed. :

~ Hon. Mr. Ratstox: That is not so. I suggest the Chairman could give some
information. :

The CramrMAN: Mr. Vallance has more information than I have. That is
the amazing thing about it.

Hon. Mr. Rarston: The chairman tells us: “All we received is the daily
report of the chairman of the lending banks, which indicates the extent of the
dealings and the extent of the quantity carried. These are available, as they
have been received from the auditors, Peat, Marwick, Mitchell and Company
and from the Chairman of the lending banks.”

The CHAIRMAN: That information is not daily. I corrected that subse-
quently and said weekly.

Hon. Mr. Rarston: I did not say daily.

The CrHAIRMAN: Yes.

Hon. Mr. Rarston: It is ¢ dally " here.

The CaamrMaN: You said “ daily.” That mfornlatlon is information which
I say—at least, questions that are antecedent to the time when this board will
take over these holdings, and a full examination of that can be had at a time
when the man who is under fire has an opportunity to explain what has been done.

Hon. Mr. Rauston: You know perfectly well you have to take the responsi-
bility for Mr. MeFarland’s actions.

The Caamrvan: No.

Hon. Mr. RatstoN: And the man who is really under fire is the Chairman
of this committee.

The CrarMAN: Of course, that is a new angle to it. If that is so, that ex-
plains the reason why this should not be done.

Hon. Mr. RaLston: Oh, I see. :

The Cuamrvan: That makes an admirable reason as to why, because as a
matter of fact,the Chairman of this committee only knows just what he has
received from the expert who is in charge of these operations.

Hon. Mr. RaLston: There are the daily reports.

The Cramrman: Not daily reports.

Hon. Mr. RarsTon: Well, there are weekly reports. .

The CHARMAN: And the finanecial set up and the auditors’ reports. But I
say so far as the operations are concerned, there is only one man who has any
knowledge of it. It is news to me that I am under fire in this transaction.

Hon. Mr. Rauston: Why, Mr. Chairman, surely not. :

The CuamrMaN: Undoubtedly news to me. I understand the motives of the -
gentleman now. I did not understand fully before.

Hon. Mr. Raistox: Criticism has been directed at this government with
regard to this matter, and the reports have been made to the Prime Minister.
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The CHATRMAN : But that is not the man. I am not the whole government.
Now the attack is against me. I am to be attacked. :
 Hon. Mr. Rarstox: I would think 99-99 per cent at least.
The CuamruMax: Well, the honourable gentleman is experienced in that.
Mr. Portrous: We do not come in at all.
. Hon. Mr. Rarston: I didn’t know my friend was a member of the govern-
ment at all.
The CuaamMAN: This difﬁculty to which attention has been called, while
we are here, T happened to be in England on both occasions. I was in London
when these sales took place. I only held the information which I received in
respect to that. And I was in London—
Hon. Mr. Ravston: I do not think you were in London when the wheat was
held in 1934 instead of sold.
The Cramman: There you are. That is a case of the judgment of Mr.
MecFarland. '
Hon. Mr. Ravston: I say I do not think you were in London.
The CuarmaN: I was in London part of the time in 1934.
Hon. Mr. Ranston: You were in London during the conference of 1934,
when the market was very steady and that wheat could have been disposed of.
- The CaamrMAN: I certainly had nothing to do with that phase of it, if that
is what you mean.
Hon. Mr. RaLston: All right.
The CrHAmrMAN: Mr. McFarland was in charge of these operations. He
knows the grain business. I do not. His judgment was the influencing judgment,
so far as the government was concerned. It did not always meet Mr. McFar-
land’s views, as he pointed out with respect to credit matters. It did not give
him all the credit at times he thought desirable. But on his advice from time to
time action was taken. Now, I do not think that when you are endeavouring to
attach now to a man—it makes it just that mueh worse—endeavouring to attach
responsibility to me with respeet to a matter when the man who can give the
explanation as to what he did is not available, and is on his back.
Hon. Mr. Rauston: That is all right. You would have been a very good
witness now to have given us this explanation.
The CHAIRMAN: You can swear me, if you like.
Hon. Mr. Rauston: I am not asking to swear you.
The CaalRMAN: As a mdtter of fact, I know nothing whatever with relation
to that, except what was reported to me by Mr. McFarland.
: Hon. Mr. Rauston: Why it did not strike you that we should sell, I don’t
now.
The CrAmrMAN: That we should sell? As a matter of fact, he was the best
judge. He will tell you what he has said to me when he has visited me from
time to time, what he told Mr. Richardson with respect to that. Now, is it
fair? That is the position.

Hon. Mr. Ratston: Mr. Chairman—

The Crarrman: Is it fair to attack this man who is not allowed an oppor-
tunity to explain why he did certain things, and why he took the action he did
and give him no opportunity to be here at all?

Hon. Mr. Raustox: I am not deprlvmg him, Mr. Chairman, of the oppor-
tunity.

The CHAlRMAN: You can make any charge you wish against the govern-
ment, and the government will have to accept responsibility.

-
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Hon. Mr. Rarston: He can have any opportunity he likes.

The CuarMAN: He cannot.

Hon. Mr. RaLston: I for one at least am prepared to stay a month so that
he can come here. There is no desire to be unfair. This is the last bill on the
order paper. It was three weeks after attention was called to it in the house
before it was proceeded with. It has been on the order paper for months. We
find in the last days of the session a bill which in fact involves the commitments
of this country to the extent of between $400,000,000 and $500,000,000.

The Cuamrman: That is perfectly absurd; but that does not make any
difference.

Hon. Mr. Rauston: Figure 625,000,000 bushels of wheat at 80 cents a
bushel and see what it comes to.

The CramrmaN: Who suggests you are going to carry that many bushels
as a commitment of this country? There is no good purpose to be served by
you and I arguing this matter.

Hon. Mr. RarstoN: I submit that the commitment this country is going
to have is more than the total estimates of this government. I say in view of
the fact that this is coming at the end of the session, the only thing I see we
can do is ask for this information and ask that Mr. Mclvor be heard. That is
the purpose of my motion, and I think it is perfectly fair and perfectly proper.
That man is the assistant of the man who is sick and the only one who ean
give the information. By the way, I think the Chairman will find that Mr.
McFarland himself was away for a considerable time, and Mr. MeclIvor ran
the show. I would think he would be available in connection with these matters.

The CramMaN: I don’t know what you mean by his being away.

Hon. Mr. Rauston: He was in Rome.

The CuamrMmaN: He went to various conventions, if that is what you mean.

Hon. Mr. Rauston: Certainly; and I think you will find that Mr. MclIvor
still carried on operations.

The CHARMAN: Certainly.

Hon. Mr. Rauston: It seems to me that Mr. Meclvor would be available
in connection with this. He could at least bring the books and general records.

The Cuamman: I think the books are not a relevant part of this any-
way, and I shall ask one of the members of the committee to move that the
committee rise and report the bill.

Hon. Mr. RaLston: I have made a motion and it is seconded. I ask you
to put the motion. g

The CramrMan: We will take the motion under advisement and adjourn;
next meeting we will consider that.

Hon. Mr. Rauston: The motion is made.

Hon. Mr. StewArT: When shall we meet again?

The CuamrrMAN: I do not see how we can to-morrow.

Mr. VaLLaNce: At the call of the chair?

The CuarMAN: Yes. I do not see how we can meet to-morrow. To-
morrow is Saturday. Monday morning at ten o’clock would be the best we
could do.

Mr. Ricuarpson: Will you require me again?

Hon. Mr. StewarT: Yes. There are a few questions I would like to ask
you.

The committee adjourned at 1.50 p.m. to meet on Monday, June 24, 1935,
at 10 a.m. :
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MINUTES OF PROCEEDINGS
House or ComMMONS,
MonpaAy, June 24, 1935.
The meeting came to order at 10 a.m., Mr. Bennett presiding.

Members present:—Messrs. Bennett, Gobeil, Lucas, Perley, Porteous, Ral-
ston, Stewart, Vallance and Willis.

Mr. Ralston requested that his motion of June 18 and motion of June 21
be put. :

The Chairman thereupon informed the meeting that Mr. McIvor and the
treasurer of the Canadian Co-Operative Wheat Producers, Limited, were in
attendance and at the call of the committee with the information required by
Mr. Ralston by his motion of June 18 and possibly the information, in full or
in part, required by the motion of June 21.

Mr. James Richardson was recalled.

The meeting adjourned at 1.30 p.m. and re-convened at 4.30 p.m. Mr.
Richardson again in attendance. Witness filed a statement,—Exhibit “B” to the
Minutes of Evidence hereto.

Mr. Sydney T. Smith, President of Reliance Grain Company, appeared,
read a prepared statement, was examined and retired.

The meeting adjourned till Tuesday, June 25, at 11 a.m.

A. A. FRASER,
Clerk of the Commattee.
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MINUTES OF EVIDENCE

House or CoMMONS,
June 24, 1935.

: The special committee on Bill 98, an Act to provide for the Constitution
and Powers of the Canada Grain Board met at 10 a.m., Rt. Hon. R. B. Bennett,
presiding. :

The CHARMAN: It is 10 o’clock, we shall come to order. Mr. Richardson
will resume his evidence. '

Hon. Mr. Ratstox: Mr. Chairman, would you dispose of my motion. I
think it should be disposed of.

The CramrMAN: I shall make a statement about that. Mr. Meclvor is here.

Hon. Mr. Rauston: I do not want to commence these proceedings by
delaying them in the slightest, but I do feel that the motion ought to be disposed
of. The fact that Mr. Mclvor is here, I am afraid, does not get us very much
further with regard to the information which Mr. Melvor is to furnish. I asked,
when this committee opened, that certain information be furnished; it was
intimated that certain information was available, but later it was intimated it
was doubtful if that information would be furnished, and I made my formal
motion on Friday. It was asked then that it be left for disposition until this
morning, and I-would ask, Mr. Chairman, that you have the committee dispose
of the motion.

‘The CmAmman: It is within your province, Colonel Ralston, and those
associated with you to require that Mr. Meclvor and the treasurer of the
Co-operative organization shall appear. The charges that were made against
Mr. McFarland, which you say subsequently are against me, can only be
answered by Mr. McFarland himself. He is lying in a bed of sickness. He was
available to you a few weeks ago if you desired to investigate these matters.
The circumstances in connection with the wheat to which you refer, of course,
are very well known. Mr. McFarland is the only man who can give explanation
as to why he did certain things. On the first day’s notice there was sent to
Mr. Meclvor and the treasurer, Mr. Finley, of the organization a list of your
requirements and they have prepared answers to them completely and while
I think it is a very unfair thing to Mr. McFarland to treat him in this way—it
would not ordinarily be done, I think, under the ordinary circumstances in life,
but as you insist upon it, they will be made available; they will be called here
in due course and left for you to take such action as you desire. The information
asked for in your first day’s memorandum has been prepared by them. As soon
as we saw what it was we instructed that answers be prepared and made
available.

Hon. Mr. Ratston: In these circumstances, Mr. Chairman, I see no reason
why the motion I made should not be passed.

The CaARMAN: Now, Mr. Richardson—

Hon. Mr. RarLston: I am asking that the motion be put to the committee
and passed if that is the situation.

The Craamrman: There was a subpoena to issue for them, and they are here.
Hon. Mr. Ratston: Has there been a subpoena issued?

The Crarman: Noj; they were telephoned to come and they came in response
to the telephone.

Hon. Mr. Rarston: The information asked for will be produced?
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The CraRMAN: No, your first day’s. In regard to the second day, of course,
they had left. As far as possible they were telephoned what was wanted and
they brought with them that information. They brought with them their books
to enable them to endeavour to answer, but they prepared in detail the first
day’s requests. That will be produced.

Hon. Mr. Stewarr: Before we proceed I should like to refer to a remark
which I understand you made which was to the effect that there was a reflection
on Mr. McFarland made by the Liberal members of this committee. I wish to
rectify that. No reflection has been made against Mr. McFarland. What we
have been asking for is simple information; there was no endeavour to reflect
on Mr. McFarland at all. That is the attitude, Mr. Chairman, you have taken
in this matter and we want it to be made perfectly clear if Mr. McFarland
erred in judgment we are not cricitizing him unduly for that; we are not going
to say that he is more than human. All we ask is simply information in connec-
tion with his operations without any intention of reflecting upon him at all. I
have known Mr. McFarland too long for that. All the information is available
and it certainly would be a great help to a board that will succeed him to know
if he really did make mistakes. I do not even say that.

The Cramrman: Mr. Stewart, I said what I desire to repeat, the statements
made in the House of Commons reflected upon Mr. McFarland and he is not
here to answer them and cannot be. I have received letters from people, who
I suppose know something about this business, who say they do not think it is
in the public interest that a man who endeavours to serve his country should
thus be pilloried without having the opportunity to be here, and he can’t be
here. His doctor says he cannot be here because of his condltlon

Hon. Mr. StEwarT: We quite understand that.

The CuAmRMAN: I have no desire to limit your inquiry, but I think this
is not the inquiry for which your leader asked that a committee be set up when -
he made his statement to the House and my answer to it. If you will take the
trouble to read it you will see this is not the purpose for which it was asked.

Hon. Mr. StewarT: So far as I am personally concerned I never could
understand the reason for the suppression of all knowledge of the dealings of
Mr. McFarland. It is senseless to say that the world is not aware of the
wheat carry-overs. They may not be able to have them accurately, but they
can approximate them nearly enough to do world business.

The Cuamman: The only answer to that, Mr. Stewart, is that the com-
mittee was set up last year and if the committee had so stated it, Mr. McFarland
would have been glad to have given all the information on that.

Hon. Mr. Stewart: I believe he would. It was suppressed by the com-
mittee. I am not blaming Mr. McFarland for that.

The CuamrMmaN: You cannot blame the government for it.

Hon. Mr. Stewart: Again I say it would have been much better if he had
been directed to do so every year.

Hon. Mr. Rauston: With regard to the statement in the House, the state-
ments were made on March 24, 1935 and were made at least one year or two
years previously to that, so that Mr. McF arland was not in bed, but was in a
position to have fully answered me. In the House this year very great care
was taken to initmate that it was the government’s responsibility. You, I think,

can speak for Mr. McFarland and make any explanation.

The Cuamrman: I, unfortunately, was in bed also, but that dees not make
any difference, apparently.

Hon. Mr. Rauston: Any explanation there was to make could have been
made by you, and the brlnmnrr in of Mr. McFarland’s illness, just at this
time, I do not think, adds very muoh to the sum total of the information we
are going to get.

The Cuarman: I do not think it would. All right, Mr. Richardson.
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- James RICHARDSON recalled.

By the Chairman:

- Q. You desire to continue your statement, Mr. Richardson?—A. There is

~ just one little correction here I wish to make. I have been reading over my
evidence of Friday and there is a little correction I wish to make on page 91.
It is the last paragraph, line 6, the words “15th of December” should be changed
to. the “15th of September.”
Q. Is there anything further?>—A. No, sir, I have nothing to say further.
Q. You have nothing further to add to your statement?—A. No, sir.
. Q. What is the import requirements of Great Britain in bushels per annum?
—A. About 200,000,000 bushels a year.
Q. You stated that you thought 75,000,000 to 100,000,000 more bushels of
Canadian wheat might have been sold; where would it go?—A. Considerable
of that would have gone to Great Britain because the British mills reduced
their grind of Canadian wheat from 45 per cent to 22 per cent, I think some
of it going as low as 18 per cent. I know one miller wrote me and told me on
6 shillings a difference of 18 cents that he would use twice as much Manitoba
wheat as he was then using; that is where part of it would have gone.

Q. How much was sold in Great Britain up to the end of May this year?—
A. Owing to the way the figures are produced, there is not available a lot of
the—

Q. I see—A. Not available to me. The number of boats that go out
marked for orders are declared, I understand, in the customs as being for Great
Britain regardless of whether they go to the continent or not, so that I do
not think our reports will give us the information. We have to get it from
the British customs.

Q. You have not that information. I suppose you have heard what Mr.
Milner said as to what the price to the farmer was when wheat went down
to 38 and 40 cents?—A. Yes, sir.

Q. Now, you have read the bill that is before the committee?—A. Yes.

Q. Have you any suggestions to make as to how it may be improved?—
A. Well, the bill as interpreted, and as I understood by the grain trade, means
the entire closing up of the future market in the grain trade. We would want
to see it very radically changed in those particulars.

Q. Do you believe a grain board is necessary at all or not?—A. I think
that with the large carry-over of wheat, as I said in my evidence, some com-
mission or board must be appointed to look after that surplus until it is disposed
of, and with that I would have no objection—I can see no objection to a
stabilizing influence being exerted in the market as long as it does not shut off
our sales.

Q. What do you mean by “stabilizing influence?”—A. Well, I mean an
influence that does not prevent our getting our proper share of the world’s
wheat market. I mean that the buyer who wants our wheat and who needs it,
we should try to secure and hold his business.

Q. Regardless of price?—A. We can only get his business in competition
with other wheats, and I say that we should get our share of the business, and I
have stated, in my opinion, we could have sold a very large amount of wheat in
the past year, much more than we did, and at satisfactory prices.

Q. What do you mean by “ satisfactory prices?”’—A. Well, T would say if
we had sold our wheat down to a reasonable carry-over—

Q. I am asking about prices now; please stick to that.—A.—and had sold
it at 70 cents to 85 cents, I would consider that all things taken into account,
that that was satisfactory.

Q. From 70 to 85 cents; was the price of wheat at any time stabilized by
Mr:tMtéEarland, to your knowledge, higher than 80 cents?—A. Well, he created
a situation—
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Q. No, I am just asking if at any time wheat was stabilized at a higher
price than 80 cents?—A.—that kept wheat above— s
tQ, What is that?>—A. He created a situation which kept wheat above 80
cents.

Q. I notice that it sold at 80 and 81 cents frequently?—A. Yes. I talked
to New York this morning, to a large export house, and they told me they had
sold 10,000 bushels of Manitoba wheat to France. But that will be purchased
on the Exchange this morning, on our Winnipeg market. That will be part of
the demand that keeps the market up, but it is not sufficient.

Q. Had there been no stabilization, no support of the market, what would
have been the price of wheat in your judgment, speaking from your experience ?—
A. I would say that once our surplus carry-over had all been cleaned up, I would
not be apprenhensive about the price.

Q. Suppose you answer the question, Mr. Richardson?—A. I ecannot answer
that question yes or no.

Q. I thought not.—A. Because a situation was created, created by many
years with a large carry-over.

Q. Yes, it commenced in 1929, after the big crop of 1928. You know that,
don’t you?—A. Yes. :

Q. And it continued up until to-day, with increasing quantities. Is that
right or not?

Mr. VaLraxce: No.

The Wirness: I have the figures here, sir.

By the Chairman:

Q. Well, give them, as to when it commenced, the abnormal carry-over.—
A. 1924-25, we had a carry-over of 287,000,000.

Q. That must be wrong, 1924?—A. I am sorry. I am looking at the crop
figures.

Q. Yes?—A. We had a carry-over of 48,000,000.

Q. Yes, and the next year?—A. 30,000,000.

Q. Yes, and the next year?—A. 40,000,000.

Q. Yes, and the next year?—A. 53,000,000.

Q. Yes, and then you get your big crop?—A. 1928-29 we had a crop of
92,000,000.

Mr. Varrance: Carry-over, you mean.

The Wirness: 1T am sorry—a carry-over of 92,000,000.

By the Chairman:
Q. An increase in that year of how much over the preceding year?
Hon. Mr. Rarstox: 39,000,000.
The Wrirxess: Yes, 39,000,000. But I would like to point out in that
connection that in that year, 1928, we had a erop of 566,726,000 bushels, a crop
which was practically equivalent of the 1933 and 1934 crop put together.

By the Chairman:

Q. What I am asking you is: Do your figures for carry-cver include wheat
in the United States or not, Canadian wheat?—A. In all positions.

Q. What do you say your figure was for 1924—the end of July, 1924? The
ficure we have is 44,076,620, from the Department of Statistics.—A. I have only
the Sandford Evans figures. There may be a variation of a million or two
between the different statisticians. .

Q. The government figures are 44,076,620 for the crop year ending July 31,
1924; 28,481,919 for 1925; 38,481,936 for 1926; 52,676,433 for 1927;.92,230,851
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for 1928 and 126,988,619 bushels for 1929.—A. There will be some variation m
regard to that. That includes the quantity in the farmers’ hands. There is a
very slight difference.

Q. That includes bushels in Canada, and United States figures of Canadian
wheat?—A. All Canadian Wheat stored in United States ports, yes.

Q. Wheat until it enters into consumption is wheat that overhangs the
market. That is so, is it not?>—A. Yes, I think that is probably quite correct.

Q. Being in speculators” hands does not help any in so far as getting wheat
into consumption is concerned?—A. It is a channel that is useful in determining
its price level.

Q. T am not talking about the question of price level. I am talking about
the question of consumption. As long as it remains in the speculators’ hands,
it does not enter into consumption. That is clear, is it not?—A. It does not
enter into consumption, no.

Q. You remember the year 1933? You remember the month of July?

Hon. Mr. StewarT: Mr. Chairman, just that T may be clear on this matter,
whom do you designate as a speculator?

The Cramrman: Everyone who does not purchase wheat f01 the purpose for
which it is ultimately intended is a speculator.

Hon. Mr. StewaArT: Does that include the grain dealers, the legitimate grain
business?

The CraAmrMAN: Certainly.

Hon. Mr. StewarT: Brokerage firms who are doing business?

The Caamrman: If they buy futures, they are speculators in that sense.

~Hon. Mr. Stewarr: I always understood that the speculator was a scalper,

someone going into the market for the purpose of making a profit.

The Cuamrmax: Grain dealers, of course, do not do it for the purpose of
making a loss.

Hon. Mr. StewarT: I didn’t suggest that they did it for the purpose of mak-
ing a-loss.

The Cuamrman: No, you said for the purpose of making a profit.

By the Chairman:

Q. As T understand it, Mr. Richardson—and you have read Sir Josiah
Stamp’s report—he referred to the people who buy it, like merchants and farmers
themselves and others as the moths who go into the market and usually get
_burned?—A. Yes.

Q. And the other people he referred to as the speculators in the sense in
which he uses the term in his report. That is right, is it not?—A. Yes.

Hon. Mr. Stewart: What I am curious about is this. I know hundreds—
yes, thousands of farmers who sell their grain and buy options. Are they
speculators the moment they do that, rather than holding their own grain for
a rise in price?

The Cramrman: Tt means that that is what Sir Josiah Stamp referred to
as such.

Hon. Mr. Stewart: Well, I cannot understand why the word “speculator”
should be interjected into this thing all the time, because there is a legitimate
grain trade. '

The CuamrMan: Of course, I have seen many farmers ruined in the way
in which you have mentioned.

Hon. Mr. StewarT: Yes, I have done a good deal myself and have not made
much meney at it. I was not speculating. I was hoping I could get some money
to pay my debts, and took a chance on a rise in price on the market.

teidesontiond o SNRCREN
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Mr. GoBerL: Were they buying wheat to lose money? ' i

Hon. Mr. Stewart: If I do that instead of holding my wheat, then I am
a speculator.

Mr. Porteous: Of course.

Hon. Mr. Stewart: Then what this bill proposes, may I interject, is to make
more speculators. We are going to take a chance on an interim payment now.

: The Cuamman: Well, that is a matter I am going to ask Mr. Richardson
about.

Hon. Mr. Stewart: I see.

By the Chairman:

Q. Mr. Richardson, you remember the last of the month of July, 1933;
do you recall the condition in the Winnipeg market during that last week?—
A. T have some recollection of it. -

Q. I was absent from the country, but I hold in my hand a paper, the
Gazette of Montreal, of July 24, 1933, page 17, where I read as follows: “ Wheat
loses 22 cents of late advance. Winnipeg futures break again Saturday, later
recovering partially. Selling from United States. Closing price ranged 733
cents to 81% cents against 953 cents to $1.04 on Tuesday.” And there are
similar statements in the papers for other dates. You recall those circumstances,
do you?—A. I recall the circumstances, yes sir.

Q. You do a brokerage business as well as an export business?—A. Yes.

Q. And you are familiar with what transpired that week on the exchange?
—A. Yes.

Q. How many bushels of wheat were, shall I say, offered for sale, do you
remember, in Winnipeg?—A. I have no idea.

Q. Large quantities, aggregating millions of bushels, is that right?—A. I
would expect so. They trade in that every day.

Q. How often in your lifetime have you seen a drop in a few days of 22
cents a bushel in wheat?—A. I very seldom in my lifetime have seen circum-
stances similar, where the flywheel was off the market.

Q. Where the flywheel was off the market?—A. And the wheat, all the
long wheat—there was no short interest in the market. The wheat that was
sold to the public and went up—it carried it away at big prices. If the normal
flow of wheat had been left for a reasonable amount of wheat to go on the
market, wheat would have been absorbed and the market would not have run
away. But wheat was not put on the market and wheat ran away. There was
a certain amount of—long wheat was on the market. They all wanted to sell
at once, and there was not a short interest; and the market was not a normal
market. When the sellers wanted to get out the market had been advanced
too high and there were not any buyers there.

Q. When you say “they,” who do you mean?—A. The people who have
bought wheat.

Q. Exactly. There is no peg on wheat?—A. No peg on wheat.

Q. No. Anybody could buy it that liked, anybody that had the money?
—A. Anybody could buy it that liked.

Q. That had the money?—A. Yes.

Q. And those people who bought wheat drove the price up to over a dollar?
—A. Well, around there.

Q. Yes. I am not checking up the figures. The statement here is that
on Tuesday of the week of July 24—the Tuesday preceding that, the price
was $1.04. Do you remember it was over a dollar?—A. I remember it was
around there, yes.

Q. Yes, and within a few days it dropped over 22 cents?—A. Yes.

Q. Why?—A. It never should have been there.
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Q. Exactly. But who put it there?—A. If the normal influences had been
at work in the market, sufficient wheat would have come out to have held that
market down. We-have been doing business with Europe all the time, who
were anxious to buy our wheat, but there was not enough wheat put out to
hold the market down; and with what wheat there was put out the market
ran away and there was nobody to buy it back except the man who sold the
wheat and they let it go too high.

Q. You say “they let it go too high.” This is the uncontrolled situation
to which you referred in your previous evidence—no restraints, no restrictions,
no control—and it ran away?—A. I referred to the control of supply and demand
in an open pit. If the supply is held off the market, those forces do not operate.

Q. It was an open pit, was it not?—A. It was an open pit, but the wheat
was held off the market.

Q. Let us get down to the end of this and be done with it.

Hon. Mr, Rawston: He says it was an open pit, but the wheat was held
off the market.

The CaamrMmAaN: What is that?

Hon. Mr. RaustoN: He says it was an open pit, but the wheat was held off
the market.

The CuARMAN: Yes, but who held it off the market? The people who
owned it?

Mr. PortrOUS: Supply and demand.

The WrrNess: Mr. McFarland.

The CaamMaN: He is the one, is he?

Mr. Perrey: He only had options; he had no cash wheat then.
The Cuamrvan: He had no cash wheat at that time.

The Wirxess: He had control of the situation.

Mr. PerLEy: He had options.

By the Chairman:

Q. Wait a minute. You said Mr. McFarland had control of the situation
in July, 1933?—A. 1 believe so.

Q. What makes you say that?—A. Because he owned—

Q. He what?—A. 1 don’t keep Mr. McFarland’s books, but I think it is
general knowledge that he owned a large quantity of wheat.

Q. You say, he owned a large quantity of wheat; he was responsible for
the price of wheat being driven up to $1.04?—A. You could have sold a world
of wheat before it got to $1.04.

Q. Suppose he sold all he could sell—A. T disagree with you; it would
never have gone up to $1.04 if he had been selling at, let us say, 70 cents.

Q. Oh?—A. It would never have gone higher than where he started sell-
ing. If he eould have got them to take all the wheat off his hands—

Q. Do you suggest seriously, do you want anyone to believe you, that all
the wheat held in Canada could have been sold at 70 cents?—A. I do not.

Q. Do you suggest it, having regard to your knowledge of the situation?—
A. I am suggesting what are the facts, as I understand them to-day.

Q. And you suggest by that that the government might have cleaned up
the carry-over. Do you want this committee to believe that if wheat had been
sold at the figure at which it was sold when it fell to 70 cents that all of the
wheat there could have been disposed of and there would have been nothing
carried over?—A. I will stand by anything I say, but not by any interpretation
of what T say.
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Hon. Mr. Stewartr: Hear, hear; there is a lot of leading in connection

with these questions. > '
The CHarMAN: There is supposed to be, with this witness.
Hon. Mr. Stewart: I am glad you admit it.

By the Chairman:

Q. Go on, Mr. Richardson; I ask you if you want this committee, this
country, to believe that at 70 odd cents, which is the figure you quoted,
the wheat would have been all cleaned up and there would have been no carry-
over?—A. T did not say that.

Q. What do you want us to believe?—A. What I say is that if that wheat
had been sold at 70 cents we could have sold a tremendous amount of wheat,
and if we had not put it up when the market reached that level we would not
have had a toy balloon which burst on our hands; and if the buying had been
sufficient at 70 cents to have taken all our wheat it would have simplified the
problem. ;

Q. Do you realize what you have said, Mr. Richardson; what you have
said is this, if wheat had been sold it would have been sold?—A. I beg your
pardon?

Q. What you have said is that if wheat had been sold it would have been
sold after it had been sold?—A. There is nobody could say so.

Q. No; but that is what you said?—A. Nobody could say what the
capacity would have been, but it would have been good business to sell all
that we could have sold.

Q. That is different?—A. I do not know what the quantity was, but there
was a big market there; we could have sold a lot of wheat if we had held it
at 70 cents, and we could have sold a lot for export if we had held it there;
we were running away from them when they wanted it, so that we lost the
market and we had the consequences.

Q. This paper says that a million and half was sold for export on that
day; this is July 22nd, it says a million and a half was sold for export?—A.
We could have sold more of it lower than we could have higher anyway; no
doubt about that.

Q. Now, Mr. Richardson, how much do you think the farmer should be
paid for his wheat in order to break even. You have had a large experience
in all branches of the business, how much should he have; not to make a profit,
but just to break even?—A. Well, I have heard farmers say if they had a fair
crop of wheat and got 40 cents on the farm they could get by; they would not
be making any money, but they could get by all right.

Q. Forty cents on the farm?—A. Yes.

Q. In Alberta that would mean what price on the market for No. 1
Northern—you mean No. 1 or No. 2 at forty cents?>—A. Well, I would say
the No. 1.

Q. No. 1 at forty cents on the farm?—A. I suppose forty eents would apply
in connection with all that he had. :

Q. I see what you mean. Now, Mr. Richardson, that being so what would
the price be on the market for that sort of wheat; how mueh would you have
to allow for freight?—A. Well, 15 cents a bushel would be high, it would be a
top freight. :

Q. That is the top freight isn’t it?>—A. Yes, sir, 12 cents average freight.

Q. So that to the people in the country it should be 55 cents; you think
that would be a satisfactory figure for the farmer?—A. No, sir, I do not; I
want to see the farmer get just as high a price as we could sell his wheat for in
the world’s markets. I am not satisfied to indicate any price, other than the
best price we can possibly get for him.




BILL 98, CANADIAN GRAIN BOARD ACT 11

Q. You see, what has been suggested by one of the witnesses is that the
government through a board should establish a minimum price and if wheat
went below that price it should be subject to subsidy or assistance. The Chairman
of your own grain exchange submitted practically that proposal. The board
would have to arrive at a minimum price, and if the price established by supply
and demand in the markets of the world went below that figure there should be
some provision made by which the farmer would receive the difference. That
is why I wanted to get from you some idea as to minimum price?—A. If you
appoint the board, Mr. Chairman, in the fall of the year once the crop of the
Northern Hemisphere is assured and we have the information on which to form
a little more intelligent idea I would be glad to give my views, and I am sure
everyone else in the grain trade will, as to what we would think that price ought
to be. I certainly would not attempt to do it now before knowing what the
crop of the Northern Hemisphere is going to be.

Q. I thought probably that was in your mind and that was the reason I
asked you what you regarded as a reasonable price to the farmer for his crop,
just to produce it, leaving out for the moment the question of profit, and that
you say is 40 cents?—A. I do not say anything, except that I have been told by
good farm people who know the business. ;

Q. You have had something to do with farms, haven’t you?—A. Yes.

Q. My information is that you have operated farms?—A. Yes, sir.

Q. Did you ever produce any wheat at 40 cents a bushel?—A. Well, I am
a coarse grain grower myself, I could tell you more about what it costs to feed
hogs and steers.

Q. But you have your own wheat?—A. I could not tell you what it costs
to grow it, but I am sure it was a big price.

Q. Would it be more than 40 cents?—A. I could not tell you what it is,
because I have never calculated it.

Q. I see—A. I am sure that if I took interest on the money invested in my
farm and everything else into consideration the figure would be high.

By Mr. Vallance:

Q. You think a farmer who is sitting on his farm without any debt, and
you can get farmers who would take that stand; I have seen them take the stand
that vou have just mentioned, that they could get by on 40 cents a bushel. The
average farmer in the Prairie provinces could not get by with 40 cents a bushel
because to-day he is overloaded with debt, and because of his past obligations
he is not able to produce it at 40 cents a bushel. I have no doubt that Jim
Richardson could produce it at 40 cents a bushel, because you have no debt on
your farm; but the average farmer cannot do that. Now, Mr. Richardson, do
you believe that at this time when wheat got up to $1.04 wheat would be held
off the market for the specific purpose of raising prices?—A. I expect anybody
who had long wheat then and had not sold had the idea that perhaps it might
go higher.

Q. In your opinion, what was the average price paid to the producer—we
will take from September to December.

The Cuarrman: What year?

Mr. VaLLance: The year that applied to the June and July period in which
the price went to $1.04—the 1932 crop.

The Wrrness: I could not answer that for you.

By Mr. Vallance :

Q. Did the farmer get an average of what the market paid?—A. I would
think not.

Mr. Varrance: I will say he did not.
Hon. Mr. StewarT: The farmers are honest.
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By Mr. Vallance: ; :

Q. The farmer was not in the market in June. It is just as Mr. Stewart
says. People who operate grain farms have to have money and to do that they
would sell their crop and some would buy “ May.” I have known that to be done
many times, because we have to meet our obligations in November; but that
does not mean that you are speculating. It is your own wheat, why should you
not protect your own industry, just the same as the chairman or anybody else
would do. It is the method the farmer takes to insure himself?—A. It is cheaper
to carry wheat that way than it is to carry cash wheat.

By the Chairman: )

Q. Mr. Richardson, I just want to ask you one more question—A. Yes, sir.

Q. You spoke of acreage increases in the Argentine and Canada. The
figures for the Argentine showed that from 1909 to 1913 they had an average
of 14,880,000 acres under cultivation; which had risen in 1933 to 19,660,000.
That is an increase of only 32 per cent. You might just look at your figures.
That is the ground upon which the Argentine claimed the right to sell wheat,
regardless of anybody else?—A. Well, of course, during the war years there
was naturally a big increase in the acreage of exporting countries, but with areas
in Europe that had been thrown out of production coming back into cultivation
it was thought that there would naturally be some reduction in acreage.

Q. In export countries?—A. In export countries?

Q. Yes?—A. And I think that would be brought about, and not at the
expense of Canada, if by 1923 the pools had not started their propaganda for the
general benefit of the wheat producers of the world—or they claimed to do that.

Q. I just want you to look— —A. Therefore, I take the years 1923 to 1934
and not the year 1914 ; because there was a natural expansion in the acreage of the
Argentine during all the war years, but I took the year 1923 because that is the
year in which the pools started.

Q. Well, the Argentine only reached 19,660,000 acres in 1933, or an increase
of a little over 32 per cent of the average between 1927 and 1931; whereas
Canada in the same period increased her percentage by a very much larger
figure; we had already reached 24,000,000, nearly 25,000,000 average from 1923
to 1933, and nearly 26,000,000 in 1933?—A. I took the years 1923-1934 because
the year 1923 was the year the pool started. 7

Q. Oh, I see; then you have eliminated some of the increase that took place
between the war and 1923?—A. Yes, sir.

Q. Yes. Well, you see, those were fateful years in Canada. We had less
than 10,000,000 under cultivation at the beginning of the war, as you know;
and now our acreage is nearly 26,000,000?7—A. I think it is somewhat less than
that, sir.

Q. For 1933 the figures given are 25,990,000, and the average was 24,590,000
between 1927 and 1931. I just want to point out to you that Argentine’s total
acreage has not reached 20,000,000 whereas Canada’s at one time was something
over 26,000,000; and that our acreage in 1919—or when the war began—was less
than 10,000,000 and Argentina had an average of over 14,000,000. If you will
just look at the figures you will see them?—A. During the war years there was a
natural urge to expand acreage, and I think you have got to take pre-war years—

Q. T did take pre-war years so as to get at a fair statement?—A. Yes.

Q. Now, the average for the pre-war years, 1909-1913?—A. I beg your
pardon; we took the vears after the war.

Q. Yes, and now take— —A. You have the pre-war period sir. We took
after the war years, returning to more normal conditions.

Q. Well, Canada increased her acreage during 1918-19-20 and 1921 steadily;
that is true it it not?—A. You have the figures there, I just put my figures up
from 1923 to 1934.
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Q. I see. What figures have you got for 1923 as to the acreage Canada had
under cultivation?—A. I have a figure here indicating that the increase in wheat
acreage was 9-14 per cent.

Q. 9-14 per cent; what did the Argentine increase here?—A. 22-25 per cent.

Q. Yes. But the number of acres—that is, from 1923 to 1934?—A. 1923 to
1934, yes, sir.

Q. And that does not take into consideration the fact that the pre-war
acreage of the Argentine was nearly 50 per cent greater than that of Canada.
Have you got those figures at all of pre-war acreage?—A. I haven’t those figures
with me, sir.

Q. You probably know that the pre-war acreage of the Argentine is not 50
per cent higher than Canada.

Mr. VALLANCE: Are you dealing with wheat only, Mr. Chairman, or total
acreage. '

The CuamMmAaN: Yes, purely acreage. The average from 1909 to 1913 for
Argentine is nearly 15,000,000 bushels, and in Canada it is not quite ten, nearly -
ten, and you figure that Canada increased 9 per cent, a little over, from 1923
to 1934 and the Argentine 22 per cent.

The Wrrness: Yes.

By the Chairman:

Q. Well, at 1923 Canada had attained nearly its highest level. How many
acres have you got for 1923?—A. If that is a question of record, I have not
got those years’ records in front of me.

Q. I thought perhaps you had 1923 there. What have you got for the
average acreage from 1923 to 1934?—A. I worked out the percentages, I have
not got the acreages with me.

Q. You do not say what acreage they would have for any of the years
1923 to 1934?—A. I have not got the record here.

Q. Well, the statistical branch down here assures us that the increase in
1933 over the average of 1909 to 1913 .in Canada was 1615 per cent; that is
from the beginning of the war up to last year, there was an increase of 161%
per cent; Australia 96+% per cent, Argentine was only 3245, and the United
States did not increase 1 per cent. I suppose you do not know as to the
accuracy of those figures?—A. No, sir.

Q. You take 1923 because 1923 was the year the pool began to operate
In a large way?—A. Yes, sir. :

Q. Now, you are familiar with the Argentine method of handling wheat—
there is a board that buys it all>—A. In a general way. I am conversant with
the way it sells its wheat.

Q. There is a board on behalf of the government that buys it all?—A. As
I understand it, sir, the government have a fixed price. The future market
operates in both corn and wheat. It is trade above the fixed price. If the
wheat or corn were down to the fixed price the government stand ready to
take it over. When they do take it over the exporter cables abroad and tries
to get business, the government selling the wheat. The limits are put sufficiently
low that the wheat and corn usually trade a little above, or perhaps consider-
ably above the guaranteed price which gives them; under those circumstances,
practically free trade. The Argentine have a real problem this year with a
crop of over 400,000,000 bushels of corn—the largest crop they have ever
known. The corn, however, seems to be moving satisfactorily into consumption;
:)h?y are getting into Japan and other places where they have never sold corn

efore.

Q. The prices they are getting for it are fairly high, are they not?—A.
Well, at- cost the Argentine corn would be worth about 50 cents delivered at

our ports, but they expect—it is above the limit prices, and the demand is
broadening.
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Hon. Mr. Stewart: It has not reached the minimum?

The WirNess: Above the minimum.

Mr. Varvance: Is it your view that the control board does not handle
all the grain in the Argentine?

The Wirness: " That is my understanding.

Mr. Varrance: The chairman has been all through this investigation con-
veying that to the committee. My information—

The CuaamrmaN: I read from the report.

Mr. Vavrance: There is a report now published by authority of the Hon.
Mr. Hanson, K.C., Dominion Bureau of Statistics, Canada, dealing with the
grain situation in the Argentine:—

There has been only an average activity on the market here during
the past month. Prices have renfained fairly steady with a slight upward
tendency towards the end when the millers were competing for parcels
of good quality to meet current needs. The announcement, of the Central
Board that whilst it would buy new wheat at the same rates as last
year, it would buy no more of the old crop, caused a drop to 5 centovos
below the minimum of the Board on the last day of the month.

The Cuaamman: I read to the witness the statement from the Intelli-
gence and passed it across to Mr. Ralston.

Hon. Mr. Rauston: There was another witness on the stand.

The CualrmMaN: It was not this witness, I say another witness; and I
passed it over to Mr. Ralston.

Mr. Vavrance: That is why I question it.

The CuamrMan: I just read it as it was from the Trade and Commerce
report; I read at page 50, A. J. Scott, Canadian Trade Commissioner.

Hon. Mr. Rarston: Mr. Vallance was reading from the report of the
Grain Board itself in the Argentine.

The CuatrMAN: I think they are not in conflict:—

When the board was created it was stated that it would purchase
from the producers, from dealers in the interior, such as storekeepers
who buy from the producers, and from commission agents who sell
exclusively for the account of the producers. The grain purchased by the
board at the above-mentioned basis prices was to be sold to exporters at
current international values for these cereals. The grain had to be avail-
able at the railway stations or loading ports at the time of sale. It
was further stated that when quotations for wheat, maize and linseed
rose above the basic prices, it was not the intention of the board to
interfere in any way or operate when the market was in such a condition,
its sole object being to obtain a fair market value for the producer.

Whatever losses might be incurred between the buying and selling
prices of the cereals purchased, as well as the costs of operating the
Board of Control, were to be covered by profits derived from an exchange
fund created for this purpose. These profits were to be made by the
Exchange Control Office in the buying and selling of exchange under
the new regulations created by a decree issued on November 28, 1933.
This same decree also authorized the Exchange Control Office to pur-
chase export bills at a rate which was fixed at 20 per cent higher than
the rates ruling on November 29, 1933, thus automatically depreciating
the currency by this amount.

The announcement just made that the board will continue to operate
at the above basic prices has cleared up the doubt recently expressed in
grain circles as to the government’s attitude regarding this season’s erop.
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By the Chairman:
Q. Would you tell how that principle could be applied to the Canadian
wheat crop? :
Hon. Mr. Rarston: Have you finished with that? Might I have that?
The CuAamrMAN: That is the same one I passed you the other day.
The Wrrness: If it is your thought—

By the Chairman:

Q. No, never mind my thought; I asked you if you can tell me how that
principle can be applied to Canada with respect to wheat?—A. Well, of course,
if possible, to control the price of commodities through the price of exchange,
and if that were decided wise as a broad policy the grain trade, I think, would
have no difficulty in working under it as long as they had freedom in their
market.

Q. Yes, I am asking you: suppose the board does buy the wheat at a basic
price and leaves the exporters to handle it as they have heretofore, only oper-
ating the exporters’ sales for and on account of the producers instead of for
themselves, and having a fee for their services?—A. I do not think that is the
way it works in the Argentine.

Q. I am asking you could that principle be applied here in that way?—A. I
do not believe it would work very well.

Q. What would be the difficulty?—A. Of course, we have the fundamental
principle of the open market which is, of course, what we are standing for.

Q. You see the open market operates in Argentine according to that state-
ment on the basis of the basic price, and the government board take all the
wheat that does not command for the producer a higher price than that?—A.
Yq?, but that does not mean taking in, or if they do, they just take it tempor-
arily.

Q. Exactly; they do not take it to hold, they take it to sell, and the board
sells it through the exporters—not through their own agents at all?—A. The
govelrlnment may never in a year down there come into possession of the grain
at all.

Q. They have. The board has done that?—A. Yes, at times. It is off
the pegs now, both corn and wheat.

Q. Yes, but the government is taking a considerable quantity of wheat.
They gave a report the other day showing what they received and what they
paid out for wheat and what their loss was, and it is only about $2,200,000,
but they had control of the exchange. I am asking you, 1s there any reason
why Canada could not function with a modification of that control; it might be
difficult to deal with the exchange side of it in this country at the moment?—
A. T think that is largely a problem of exchange.

Q. What?—A. Largely, the exchange problem is the problem. As a matter
of fact, that is our whole problem; if the exchange were settled we have no -
problem of marketing.

Q. No what?—A. I say if the exchange were settled we would have no
serious marketing problem.

Q. You mean the Argentine exchange?—A. I mean these depreciated cur-
rencies of other countries.

Q. Yes, it is not our own country you are speaking of?—A. No, other
countries.

Q. I put to you this: suppose this bill were modified to provide that basie
price for the new crop, and that there was a board, and that the board did what
has been done in the Argentine—took all the wheat that was not taken by other
buyers at'the basic price—put it that way; and that the exporters continued to

function just as now, only securing their supplies of wheat from the board;
896—2
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there would be no practical difficulties in that, would there?—A. Well, you have
to maintain the whole competitive influence in the trade. You see you have
that in the Argentine. Once the market gets off the pegs they take it away.
What they are trying to do is to stand underneath and get rid of it as quickly
as they can. They only stand under it because of the peg, and when they get
somebody to take it off their hands they are out of it again.

Q. I asked you is there any reason why that should not be done here?—
A. Something of that kind might be worked here, yes, to that extent.

Q. Then the exporters could continue to funection as heretofore?—A. That
18 possible, yes, sir.

Q. And there would be no great difficulties in the functioning of the ele-
vators, would there? You see, there are no elevators in the Argentine at the
present moment, they are talking about building some, but at present there are
not any there. The wheat from Australia is largely shipped in bags, is it not?
—A. Yes.

Q. We do not bag our wheat; they do?—A. The efficiency of our grading
system and the efficiency of our elevator system gives us a very great advantage
over both our competitors in the Southern hemisphere. :

Q. Except that their distance from the sea is less than ours in most cases.
Of course, there are some parts of Alberta nearer the sea?—A. Yes, but on the
other hand their freight rates are relatively very much higher.

Q. They are about the same?—A. It works out about the same.

Q. Is there any practical difficulty in working out the scheme with the
modification for the handling of -the crop of 1935 with a modification of the
Argentine plan?—A. I think something of that kind is possible to work out if
the exchange problem is—

Q. I am not talking about other, countries’ exchange; our exchange problem
is not of serious moment just now.—A. Of course, my view is that if we have
a board to take care of the surplus wheat, dispose of it when we are able to
and stabilize carry-over, step out of it altogether as soon as we can, or as soon
as exchange is stabilized, that is how we ought to do it.

Q. Answer me this question: You do not think a board necessary for the
1935 crop?—A. I have never said that.

Q. Well, do you?—A. I have said I would favour somebody to look after
this 200,000,000 bushels of wheat and stabilize prices.

Q. I say, is it your opinion that a board is necessary for the 1935 crop?—
A. If the surplus were out of the way, I would not be a bit disturbed about
handling the 1935 crop without any help at all. ’

Q. The surplus is not out of the wav.—A. Therefore, I feel we have to
have a board or some control, yes, sir. '

Q. Remember, I am asking you, if you believe a board is necessary for the
1935 crop?—A. Yes, sir, taking our surplus and carry-over—

Q. You have to deal with present conditions?—A. Yes.

Q. How should, in your opinion, that board function?—A. Well, I would
rather like to see the farmer assured of fixed price—

Hon. Mr. Stewarr: Fixed minimum price?

The Wirness: Fixed minimum price, that would give him some protection
against depreciated currencies of the southern hemisphere, and a board with
authority to use stabilizing influences in the market if they thought it were
necessary, and to feed out our surplus wheat as and when the market would
take it, and to try to allow the trade the largest possible freedom, and to act as
a stabilizing factor, as an insurance and safety factor; to operate largely in
that way would depend, of course, a good deal on good judgment being employed.
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By Mr Vallance: .

Q. Do you suggest under that system to give the farmer an advanced pay-
ment and then pay him the average of the operation for the year or allow him
to take whatever the market was when he took his wheat in, always having in
mind just above the minimum prices?—A. The machinery of the grain trade
is a very fine piece of machinery. They can co-operaté in anything of this kind;
if we have a fixed price, any time the market goes—

Q. Fixed minimum?—A. Fixed minimum. Any time the wheat goes below
that price we can give the farmer a certificate for the difference, 3 to 4 cents,
whatever it might be, and he can collect that from the Board of Grain Commis-
sions; but I would say that we would naturally want to sell his wheat above
those limits which would be there for that price, and I thmk the wheat would
rule above the minimum limit.

Q. Would you not expect the board to step in when wheat was getting
dangerously near the minimum price, rather than allow it to go below. Would
you suggest that your business or trade would give some kind of recognition
to the farmer that he had sold it below, or would you expect it to function the
way it does in the Argentine?—A. I would like the elasticity. I believe the
Argentine on one or two occasions has dropped the minimum price, in order to
keep their grain moving.

Q. Would you allow this board to perform that?—A: The large profit they
make in the exchange enabled them to show a profit.

By Hon. Mr. Ralston:

Q. I would like to get the Argentine system clear. Do you understand the

Argentine system to be that the board does not function and does not buy wheat

unless it goes down to the basic price?—A. Yes.

Q. And when it does go down to the basic price and the board does buy

wheat, i i A. Yes.

Q. So that the board does not take wheat above the basic price, it allows

the trade, the purchasers to take care of it?—A. Yes, sir.

Q. According to this report which the Chairman has referred to, “the

purpose in setting up the board was to raise the prices received by the producer

for wheat, maize, linseed.” That was the object of the board?—A. Yes.

Q. Just here T want to put in this further sentence which the Chairman

has read, but which seems to me sets out exactly the methods whereby the board

operates. “It was further stated that when quotations for wheat, maize and

linseed rose above the basic price it was not the intention of the board to interfere

in any way or operate when the market was in such A condition, its sole object .

being to obtain a fair market value for the producer.” You understand that is

the situation?—A. Yes, sir.

Q. Now, I am interested in what you said th‘h regard to the Argentine

plan. If the Argentine plan had been in effect during the last two or three years,

would we have had the surplus on hand which we are faced with to-day?—A. I

am sorry, I did not get that.

Q. If the Argentine plan had been in force in Canada during the last two

or three years, would we have been faced with the surplus we are facing to-day?

A. No, we would not be.

L YQ. Our difficulty of to-day is due to that surplus on hand, you think?—
. Yes.

Q. You think the 1935 crop would be handled without the intervention of

the board if it were not for that accumulation?—A. I think it could.

Q. When you say that, you suggest some method whereby the producer

could be protected against the circumstances which exist, depression or depreciated
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currencies in the southern hemisphere. Don’t you think you ought to include
also protection of the producer against a possible depression in the market due
to the liquidation of those surplus stocks?—A. Yes. CEhEy :

Q. You did not include that?—A. Yes. =

Q. Is that not an important feature?—A. Carry-over is an important
factor, yes. ;

Q. Liquidation of the surplus by any board is not only likely to, but almost
bound to, produce a depressed world market price, is it not?>—A. It would be
a—yes, it would have a depressing effect on world prices. If we have a good
crop next year, we could only dispose of a certain amount of our surplus.

Q. Therefore your policy— —A. If we had a small crop we might get rid
of a good deal more. . 1

Q. Therefore your policy of protecting the producer would include protecting
him against depression caused by excess stocks?—A. Yes. ' 3

Q. Now you say in your statement, referring to the sales which had been
made by the Canadian Co-operative Wheat Producers Limited in 1932—I am
referring to your statement in page 3—“ If that was good policy it certainly
would not seem to me sound merchandising to refuse to sell in 1934 and 1935
at 80 cents (and actually to buy at higher prices), which had the effect of driving
the foreign buyer into other markets.”—A. Yes.

Q. You suggest there two things. You suggest a refusal to sell in 1934 and
1935 at 80 cents. On what do you base that suggestion?—A. Well, we could
not buy. There was lots of business available at those prices.

Q. By business, what do you mean, lots of purchases?—A. Lots of orders
in the market that we could have done business with when the market was 82
sometimes, bid 813%.

By Mr. Perley: :

Q. With whom?—A. Exporters. We could not buy it in the pit.

Q. What countries did you get offers from?—A. We would have the regular
cables from time to time; we would have a chance to do business, but it would
be slightly under the market. The only place we could get the wheat was in the
pit, and there was not enough wheat in the pit to satisfy orders. When I talked
to this man this morning on the telephone in New York, checking up the
Argentine situation with him, he said, “ When we sell stock from the Argentine
we can always get it, but not like when we sell stuff in Winnipeg. When we sell
stuff in Winnipeg, we cannot buy it. But when we sell down here, you can
buy it.” :

By Hon. Mr. Ralston:

Q. Have you any idea how much wheat Co-Operative Wheat Producers
Limited held in 1933, when wheat was 80 cents?—A. I don’t know, sir.

Q. Do you know if they had any?—A. They would have large stocks all
the time.

Q. Your point is that the price went away above 80 cents and when the
price went above 80-cents in effect the advance indicated wheat was being held
and not sold?—A. Yes.

Q. T have here Mr. Evans’s statement on prices for July, 1933. Would you
just give us the trend in prices so that we can put them on the record? What
would be the futures which were being dealt in at that time, July, October,
December or May or all of them?—A. This is for the month of July.

Q. July, 1933?—A.. July and October would be the active months.

Q. Futures would be fixed when those dealings were being conducted?—
A. Yes.

Q. According to that, what were the prices in July, for July futures?—
A. Well, they are quoted here, high, low and closed.
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VQ Take the closing price?—A. Closed at 794.
The CuamrMAN: No. 1 Northern?
The Wirness: That is July.

By Hon. Mr. Ralston.:
Q. The Chairman asked you if these are No. 1 Northern prices?—A. No 1
Northern July futures.
Q. The closing prices on July 1st or July 2nd was what?
The CuamrMan: July 3rd.
The Wirness: The first business day in July was July 3rd.

By Hon. Mr. Ralston:

Q. The market closed at 79§. Did it continue to advance or were there
recessions?—A. July 6th, 79Z.

Q. Yes?—A. Then the market kept advancing quite sharply.

Q. Until when, and up to what price?—A. Up to July 18th when it was 94
cents.

Q. Up to July 18, when it was 94 cents. The point that you made to the
Chairman was that it was an opportunity to dispose of considerable wheat, was
it?—A. Yes.

Q. Yes, and if November wheat had been let go it would have prevented that
toy balloon, as you called it, namely that arbitrary inflation; is that so?—A. Yes.
Q. Then from July 18 up to July 31, how did the market go?—A. From 94
cents on July 18, it declined to 79 cents on July 31.

The CuarMAN: It was 764 on the 24th.

By Hon. Mr. Ralston:

s Q. The Chairman says it was, 763 on the 24th?—A. Yes, it was 761 on
_ the 24th.

Q. Those are the prices for July futures?

The CaAIRMAN: 733 on the 22nd.

By Hon. Mr. Ralston:
Q. The Chairman says it was 733 on the 22nd. What was the low point in
July? Give us the date an i
Q. What was the price?—A. Closed at 72 cents.
Q. You say at the end of July it was what?—A. At the end of July it closed
at 79 cents.
Q. Just take October futures so the record will be complete. What was the
closing price on July 3 for October futures?
The CrAlRMAN: What date?
Hon. Mr. Ravstox: July 3

The Wirness: On July 8 October closed at 813 to Z.

By Hon. Mr. Ralston:
Q. On July 3, October closed at 813 to Z. Did it rise from that point?
The Cuamman: It reached a high point on the 18, T think.

The Wrrness: It rose fairly steadily. It rose to July 18, when it was 96§
to 3.

By Hon. Mr. Ralston:

Q. 96§, yes. Then what happened?—A. Then it declined. It declined to
753 to 761
Q. On what date?—A. On July 22.

;/‘
iy



51120

Q. On July 22, yes. Then what was the mavement for the balance of the
month—the movement of the prices?>—A. The market firmed up again to Jﬂly 27,
when it was 904 to 4 and closed on July 31, at 80 cents.

Q. At 80 centa‘?——l& Yes.

Q. Just one figure more. The Chairman mentioned it went over a dollar.
I looked for that and I think it must be for May futures?—A. May futures.

Q. May futures went to what? Look at the closing prices. They went
to the high on the opening of what? What is that, what date‘?—A On July 18.

Q. What price, 104?—A. May touched 104 and closed at 1024,

Q. Would there be dealing in Mays then?—A. The bigger trade would be in
the October then.

Q. You said also in this same passage that “It certainly would not seem
to me sound merchandizing to refuse to sell in 1934 and 1935 at 80 cents and
actually to buy at higher prices.” On what do you base that suggestion, that
there were higher prices than 80 cents?—A. Well, it was general]y observed in
the pit that the control were buying wheat well up in the 80’s.

Q. By the control you mean Canadian Co-operative Wheat Producers
Limited?—A. Yes.

The Crarman: What month is he referring to?

By Hon. Mr. Ralston:
Q. What month are you referring to? You are referring to the time that the
pool came in in 1933?—A. No.
The Cuamrman: I thought he was referring to another time. That is the
reason I asked.
The Wrrness: Would you ask that question again.

By Hon. Mr. Ralston:

Q. Yes. I am taking that passage in your statement at page 3. You say,
“If that was good policy it certainly would not seem to me sound merchandizing
to refuse to sell in 1934 and 1935 at 80 cents and actually to buy at higher
prices.” T am asking what your authority is for the last suggestion, namely that
there were purchases at higher prices than 80 cents?—A. What I would like to
make clear is that you were talking about 1933.

Q. Yes?—A. And in this paragraph of my statement I am referring to
1934—October, 1934

Q. All right. Now tell us what operations you refer to in October, 1934,
which lead you to conclude that there were actual purcha~es made at hlgher prices
than 80 cents?—A. Well, it was generally observable in the pit that the Cana-
dian Co-operative Wheat Producers were supporting the market at higher levels.

Q. At higher levels than 80 cents?—A. Yes.

Q. Were they making purchases in any quantity?—A. That was the
thought, in quite large quantities. T was in Europe at the time. I didn’t see this
business going on myself, but that was the general understanding in the trade.

The Cuamrmax: If you look at the figures, you will see that wheat was only
above 80 cents on one day in October, 1934—two days I think it is.

Hon. Mr. Rarston: The Chairman points out that according to his figures
wheat was only above 80 cents two days in October.

The Cuamrman: Yes, there is a fraction of a quarter and an eighth.

By Hon. Mr. Ralston:
Q. There are the prices in October, 1934 (showing)?—A. Yes, but I am
referring not to the month of October, but to the October futures.
Q. I beg your pardon?—A. I am referring to October futures.
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The CrAIRMAN: If it is the month of October, Mr. Ralston, you will observe
that October 1st was 81 and the 31st was 74%. '

Hon. Mr. Rarston: Yes, I am referring the witness to his statement in his
‘brief, and I just want to see what support he has for that statement.

The CHAIRMAN: Yes, quite so.

Hon. Mr. Rauston: He said, as I understand it, that he was referring to
dealing in October futures.

The Wirness: Yes.

By Hon. Mr. Ralston:
: Q. I am asking when those dealings took place at which purchases were
made by Canadian Co-operative Wheat Producers Limited at 87?7—A. What
I say about the October applies equally to the May. -

Q. But when were the purchases made?—A. I beg your pardon?

Q. When were the purchases made that you refer to in that statement?
—A. July, 1934. '

Q. I notice in July, 1934, that the price of Octobers went from 77% on
July 3rd, 1934, to 87¢ on July 31st, 1934. Is that the month in which you say
purchases were made above 80? i

The CHAlRMAN: In the month of August also they were above 80, Octobers
were.

The WirNess: Yes. =

By Hon. Mr. Ralston:

Q. Is that the month?—A. There are purchases here, I would say, above
80 cents.

Q. I mean, by the control, as you call it; by Canadian Co-operative Wheat
Producers?—A. The point that I am making here is that October wheat was
held at a price, that when the peg was put in at 80 cents on Octecober 1Ist, it
interfered with the volume of business that we were doing and interfered with
the wheat trade in Manitoba wheat, the free export of Manitoba wheat, and
that the buyers backed away from it and we lost a lot of business. That peg
was carried into May and carried on into July.

By the Chairman:

Q. You say, “peg”’?—A. I beg your pardon?

Q. In October, 1934, December wheat closed at 75?7—A. Yes, but that is
a different story. December was pegged at 75, if I recall it right, and May at 80
and the following July at 814.

Q. May was selling at 79% on the closing day and October spot was 74%;
those are the figures that I am reading from this for No. 1. Are those the ones
you have, Mr. Ralston?

~Hon. Mr. Ratston: For what date?
The CaamrMman: October, 1934, what he has just referred to.

Hon. Mr. Rauston: I have not October. I have July. I handed him the
price of Octobers.

The Wrrness: On October 1st there was a peg put in on October wheat
at 80 cents. You could not trade in October wheat at under 80 cents.

The CuarMaN: I do not wish to interrupt you, Mr. Richardson, but there

is a list here in front of me which shows that up until the end of the month
October closed at 74%.

~ purchased at prices higher than 80 cents?—A. Well, T think there was a lot-
~ of them bought at 87 cents, but I don’t know what date that was.
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October.

The CHairman: It was 80 on the 9th and 10th—on the 10th and llth
from that time on it never touched 80 cents and went to 74%. T just dlrect
your attention to that.

The Wirness: Well, I will have to check the date of that. I thought the
peg was October 1st.

By Hon. Mr. Ralston:

Q. What year, 1934?7—A. 1934.

Q. Can you tell me— —A. I thought the peg—whatever time that peg
was put in—I thought it was October 1st.

Q. What I am interested in is your statement—A. If the peg was put in
on October 1st, wheat could not have been sold below that after that time. If
I am wrong in my date of October 1st, then it applies from the time the peg
went in.

Q. But I am interested in your statement that there were actual pur-
chases by the control at higher prices above 80 cents. I am asking you when
that was. 1 am not asking exactly, but as I understand it, the trade can tell
when control intervenes.

The CHARMAN: Since you will have the best evidence on that point, this
is secondary.

The WitnEss: T am at a disadvantage.

Hon. Mr. RaLston: What did you say, Mr. Chairman?

The CrAIRMAN: I said, since you will have the best evidence on that point,
this is secondary.

Hon. Mr. RaLston: I know, but he has got a statement here.
The CHAIRMAN: Yes, I know that. T quite appreciate that.

The Wirness: I didn’t have the advantage of keeping the pool books, so
all T can say is what was general observation of everybody in the business, that
the market was being supported at values well above 80 cents.

By Hon. Mr. Ralston:

Q. Do you know when that was? That is all T am asking?—A. I will
have to refer you to the record for that. I cannot tell you off hand, but I know
that a peg was put in—

Q. You say it was in 1934?—A. —at a price which prevented us from
doing business.

Q. As I understand it, according to your next page, you say, “We ran
into two short crops in 1933 and 1934 and we should have taken advantage of
the situation to sell our wheat.”—A. I am referring to the fact that the sharp
advance in prices interfered with the business we should have had; that we
had people interested in buying wheat, they wanted to buy wheat "but they
followed the market a little way and then they didn’t buy what they would
have taken. They shopped elsewhere.

Q. In other words, your reason for saying that the buying volume—that we
did not sell our that in those years is the fact that the high prices were
permitted to prevail?—A. Yes.

Q. Indicating that somebody was holding and not selling?—A. Yes.

Q. And that somebody was the Canadian Co-Operative Wheat Pro-
ducers Limited?—A. Yes.

Q. You say on page 4 also that we should—I am talking about the 4th
paragraph, where you refer to 180,000,000 to 280,000,000 bushels of carry-over.

Hon. Mr. Raustox: The chairman is referring to October pnces—prlees m n
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" You say, “under these conditions we should be making every effort to sell
our wheat even although we have to shade the price.” Do you mean at the
present time?—A. Yes, sir; we should have done it long ago.

Q. What?—A. We should have done it long ago.

Q. Do you say that there is not an effort, I mean a determined effort,
being made to sell our wheat at the present time?—A. Well, that is, no de-
termined effort being made by exporters to sell it at prevailing prices; it is
a very spiritless effort, we are not doing the business that we should be.

Q. Why is it spiritless?—A. Because the price is too high, and because

the buyer abroad resents the “peg,” and tries to get along with taking as little
as he can. As a matter of fact, I think there is a lot of home-grown wheat in
countries of consumption being used by their mills that if they could buy
Manitoba wheat a little cheaper they would do so, and these lower grades of
wheat would disappear, they would be fed, or used for other purposes.
Q. On page 5 you say: “if the peg had never been put on, and some
elasticity permitted, then I am satisfied we would this year have had no serious
carry-over of wheat.” The Chairman made reference to this statement. What
do you mean by more elasticity, that is an elastic word?—A. Well, I mean
to say that the buyer and the seller have to get together, and we hold wheat
often two or three cents above the limits now common; we would have done
a larger business.

By Hon. Mr. Stewart:

Q. Mr. Richardson, If you had accepted two or three cents less would
you have sold wheat?—A. Yes, we could have sold wheat at two or three cents
less, I am satisfied. At 75 cents we would not have done a big business last
fall, but we would do a big business now at 75 cents.

By the Chairman:

Q. Do you know that the biggest buyers of wheat in the world made an
offer, and the price offered wasn’t one-half of what you mentioned; the biggest
single buyers in Great Britain—that was last fall?

Hon. Mr. Ravston: You would not expect a buyer to make any higher
offer than that.

The CuARMAN: Their offer, according to him; fixing the price.
Hon. Mr. Rarston: The question is, what did we offer it to them for?

Hon. Mr. Stewarr: Was that the Producers’ Grain; to take all their
wheat?

The CuamrmaN: No. There as an imi)ortation of only 200,000,000 in Great
Britain—including, from all countries.

Hon. Mr. Stewarr: Was it for any quantity.

The CraamrMan: Not specifically, as I understand it.

The Wirness: I think T know what you refer to there; I think we had
the same people as Mr. McFarland; from the English market.

The CHAlRMAN: They had a man come out here.

The Wrrness: That was an estimate for a round lot, I don’t think that
meant anything.

The CHAIRMAN: T see.

Hon. Mr. RaLstoN: Do you know whether he quoted a price to them?
The CuamrMAN: They were making a price to him.

Hon. Mr. Ratston: Did he make a counter offer?
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The WITNESS I would not want to take theu' prme it there was any com-
petition; that is just what you would be up against. I would not leave it to
one miller to fix the price at what he thought he ought to buy the wheat at.
I am sure there could have been large quantities of wheat sold

-

By Hon. Mr. Ralston:

Q. You say, at page 6: “For a considerable length of time we held our
wheat at 28 to 30 cents over Argentma Rosafe and at the same time made it
generally known that we were not going to reduce our prices”; now, what do
you say is the normal spread between Argentine Rosafe and our No. 2 having
regard to quality and having regard to this 6 cents bonus?—A. There would
be some variation in the difference in value between these two wheats from
year to year, depending on the quality of the Rosafe, which has a fair average
quality—one year is better than another; but the mills abroad say that they
would buy Manitoba wheat at a 10 cent premium over Rosafe.

By the Chairman:

Q. That is, including the 6 cents?—A. 1 beg your pardon?

Q. Does that include the 6 cents bonus?—A. That 6 cents is in addltlon

Q. That 6 cents is in addition, that means 16 cents?—A. They claim it is
intrinsically worth 10 cents more, 'and 1 think if they say it is worth that it
probably is; you might be able to do a little better than that, it would depend
somewhat from year to year on the character of the wheat competing both
from Canada and from the other sections. 2

By Hon. Mr. Stewart:

Q. That means, plus the 6 cents; just so we will have it clear? That means
16 cents?—A. That means 16 cents in Great Britain.

By Mr. Lucas:
Q. At page 93 of the evidence, under examination, you made this state-
ment:
“T think we should not let Aubtlaha and the Argentme sell so much
wheat as they did last year”

would that have meant that we should have entered into a price war with these
countries? That is near the top of the page, in the second paragraph?—A. Yes,
I know what I said there. I would say we ought to sell our wheat; if we ean’t
get for it over the Argentine, and we can get a sufficient premium, and we
have sufficient advantages that we should take our share of the business and
not let the Argentine take our place; our position is sounder than that of the
Argentine as a wheat exporter for British marketing purposes.

Q. Having lowered our prices, is there any reason to believe that the
Argentine would not have lowered her prices to meet competition?—A. Under
that argument we would retire from the business altogether, we should go out
of wheat; that would mean that the world could get along without any wheat
from Canada.

By Mr. Vallance:

Q. You suggest that we should have established a marketing agency to
meet the situation?—A. If we had been selling at 70 cents we would have sold
more wheat.

By the Chairman.:

Q. They sold at 51 cents and 54 cents in 1934?—A. But we could have got
a premium for our wheat."
Q. They sold at 60 cents and they sold at 58 cents?
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drops her price the minute we drop ours; has the spread between the Argentine

- and Canada not been very much less than even that 16 cents, and still we have

~ sold our wheat?>—A. Yes, we have at times sold our wheat at closer spreads

* ~ than that. : L
"~ Q. What?>—A. We have at times sold our wheat at closer spreads than that.

Q. Experience has not been always that the Argentine has dropped in order

to maintain that normal spread, has it?—A. In the fall of the year we are

. entitled to get the bulk of the trade. The Argentine, the Southern hemisphere,

. is going to sell only a certain amount of wheat after Christmas, and when they

are in the market they probably get the bigger end of the business; more recently

they have been competing with us all the year round.

Q. Am I correct in suggesting that the Argentine does not drop her price
every time we drop ours, in order to maintain the spread?—A. There never was
a time in past experience, nothing to indicate that our wheat was worth 30 cents
a bushel premium, except when it was very scarce and people wanted it for
blending purposes—somebody with a particular brand of flour who was going
to keep that brand on the market might want Manitoba wheat and he might
find it a little secaree when he came to take his requirements of Manitoba—there
have been times when it sold at a high premium, but intrinsically, if we are
: going to supply our wheat at the basic source of supply I do not think we can
: hope to get these premiums. '

3 Q. When you mentioned in your memorandum that buyers could not be
found who were prepared to purchase—put it this way, that Mr. McFarland’s
agency has naturally failed to take all the country hedges; does that mean that
buyers could not be found to take hedges; or does it simply mean that they can
only take the hedges at the prices at which the Canadian Wheat Producers
Limited are willing to sell?>—A. If they are not willing to take them at that
price—there has to be a buyer.

Q. Inability to take hedges simply means not caring to buy at the prices
- offered?—A. Yes.

Q. Now, at page 8 of your memorandum, you spoke of Canada’s having an
advantage in cost; do you adhere to that?-—A. Yes, sir, I believe that.

Q. You believe that Canada has an advantage in the cost of production?—
A. I believe that.

By the Chairman.:
Q. Over the Argentine?—A. Over the Argentine.

By Hon. Mr. Ralston:

Q. That is, having regard to the qualtiy of the wheat we produce?—A. Yes,
sir. 1 believe also on the same area of land with the same amount of labour
we produce more bushels of wheat than they do at the start off.

By Mr. Vallance:

Q. What is the average production there over a period of years, do you
know?—A. I think the average here in Canada, the ten-year average, is 15-95.
Q. Well, that is really 16 bushels?—A. The Argentine, six-year average,
1s 12:33; and for Australia the seven-year average is 11:55 bushels per acre.

By the Chairman.:

Q. You see, that is the difficulty; you take a ten-year average for one, a
seven-year average for another and a six-year average for another; suppose
you took the same number of years?—A. Well, 1 think—
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Q. If you are going to try to be fair about it you should take the same
number of years at least?—A. These are the only figures I had available. I
think a longer period would be more favourable to us because the Australian
yield of 11-55 is a good yield for them, they often only have 10, but they
have had some good crops recently.

By Mr. Vallance: \
Q. What years are you giving?—A. For Australia 1926-27 to 1932-33.

By Hon. Mr. Ralston:

Q. So you think that comparison is fair?>—A. I think this is a fair com-
parison.

By Mr. Vallance:

Q. You say the cost of production is greater in Canada than it is in the
Argentine?—A. What is that?

Q. You say that the cost of producing a bushel of wheat in the Argentine
is greater than it is in Canada?—A. When you get onto cost of production you
can get into quite an argument; but what I say is, on the average acre of land
in Western Canada with the same amount of labour—

Q. Do you mean labour cost, or labour?—A. The same amount of work
done, we produce more bushels of wheat than they do in the same average area
of land in Australia or in the Argentine.

Q. Of course, labour costs enter into it?>—A. I am talking about work done,
I am not talking about values, just the work.

Q. The energy?—A. The energy, yes.

By Hon. Mr. Ralston:
Q. At the bottom of page 9 you say:—

I would sell our crop every year and maintain our markets and
connections, but I believe any attempt to do this through a compulsory
wheat board will prove disappointing, and I fear disastrous;

What are your reasons for that fear?—A. Well, the psychology of the buyer,
for one thing, that he is being held up, that he is not getting his grain at the
market. He seems to resent it. A board seems to lack elasticity and so has tied
down any resourcefulness in securing business by private interests who are
working in other countries; and there would be just an accumulation of wheat.

Q. There has been a good deal of use of this word “ speculator ”’; do you
agree with the suggestion of the chairman—if I got it right—that all wheat
can be said to be in the hands of speculators until it gets into consumption?—
A. Well, of course, it depends on your definition of the term ‘‘speculator ™.
That applies to people who put wheat afloat on the ocean out of Vancouver
where it takes six weeks to get across they have got to take some risk in the
meantime; but that is hedged in the Winnipeg market. Then, there are people
that buy wheat abroad afloat, anticipating sale to somebody else. They assume
the risk until they have made a sale; they have either got to buy before they
sell, or sell before they buy. It is a business in which the element of speculation
certainly cannot be eliminated. The people engaged in the trade that want to
stay in it try to eliminate speculation. They have so many hazards in the
business, they eliminate all those they ean.

The CuairMan: You use the word “ speculate ” in the broad sense; every-
thing is speculation until somebody takes the goods off us. :

Mr. Varrance: They include the producer too.
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Hon. Mr. Rawston: By the same token the man who puts goods on the
shelves of his store would be a speculator.

The CuARMAN: Surely.

Hon. Mr. Rarston: He is more of a speculator than the man who buys
‘wheat, because the man who puts goods on the shelves in his store has no hedge
as they have in wheat; is that so?

The WirNess: Yes.

Hon. Mr. Ranston: The man who purchases wheat and then sells a future
against it has hedged, as we say, or has insured his price.

The Wrrness: Yes, and the man that buys the wheat in Winnipeg may be
a hedge against selling the flour on the other side.

The CuairmaN: That is the point. It may be a hedge against sales in the
Argentine. If you once deal in futures in the Winnipeg Exchange you may deal
with futures that affect Argentine wheat.

Mr. Varrance: That is not peculiar to Winnipeg.
The Caamrman: There are no futures in Australia.
Mr. Varuance: There are other markets where there are futures.

The CaamrMAN: There was one in Chicago for a while until Congress went
after it.

By Mr. Lucas:

Q. Coming back to your statement that we should not have allowed the
Argentine and Australia to sell so much wheat last year, do you mean to say
that if we had sold more Argentine would not have sold so much?—A. I cer-
tainly do. .

Q. What difference would that have made in regard to world surpluses?—
A. Tt would have made a very great deal of difference. -

Q. Would not Argentine have had a greater carry-over?—A. One of the
greatest fallacies in the world is this pool idea that it does not matter where
the wheat is. It makes all the difference in the world where the wheat is. The
wheat wants to be carried over as much as possible back on the farm and fed
into the market. If all the surplus wheat in the world is spread all over the
world there is no hold on the limit, but if we pile up all our wheat in the elevators
under interest and storage charges and let the other fellow rush his wheat from
the threshing machine and fill up that order of the customer, then the weight of
our wheat is going to bring our prices down. That is inevitable. It is absolute
nonsense to say that if we let the other fellow sell the wheat it is all right
because there will be that much less wheat to compete with later on. That would
be all right if the other fellow was not growing a new crop all the time he is
selling his wheat. Now, if we are going to worry about what is going to happen
to the producers of other countries we are soon going to have no market for our
own producers. I think that is sure.

Q. The trade knows pretty well what the surpluses are—whether the surplus
is on the farm or in the elevator?—A. It is very different where it is. If they
want to buy wheat next week they cannot buy something that is away back
on the farm; they do not know whether that fellow is going to draw it out at the
price. There is a lot of wheat that should go for feed purposes. The mills
all want our hard Manitoba wheat; they want it, and they have been cutting
down their grind. They want our Manitoba wheat, but if they get their back
up a little bit they can buy local wheat and substitute it for our wheat, and
then we wonder what is happening to the market. See the world shipments.
You say you could not have got any more, but the world shipments would have
been bigger if the wheat had been consumed in those consuming countries. Those
people substituted low grade wheat that should have been feed and took the
Manitoba wheat out of their grind.
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Q So far as the world’s surplus is concerned, it would have remamed about :
the same. It may have been divided more equally among the different export-

ing countries, but in the final analysis the surplus would have remained the

same?—A. No, some of this wheat would have been fed to hogs and cattle,
and the Manitoba wheat would have gone where it belonged into human con-
sumption, in the flour barrel.

Hon. Mr. Stewarr:  You have been making that observatxon have you
any correspondence of any sort in your possession that would mdlcate that
that is true? That statement is very interesting.

Mr. Variance: You say on page three of your brief: “I have evidence
in my files which I am prepared to produce to prove that the pool organiza-
tions were built up on such promises.’

Hon. Mr. Stewart: That is not ‘my question.

Mr. Varance: One leads into the other. :

Hon. Mr. Stewart: I am interested in the selling end—in the sales you
said might have been made. That is the point.

The Wrrness: I think I have two or three letters here. I asked my office
" in Montreal to send me up two or three typical letters from any one of their
files to support the statement I had made in case I was asked for that informa-
tion. I have here 'a letter dated February 9, 1935, from G. L. Stuyck & Co.,
Antwerp. Mr. Stuyvek says:—

. we notice that all our principal millers admit that they are no longer
in a position to use Manitobas in their grist, in the same proportion as
they have done in recent years, on account of the high price of these
wheats, and that, in order to meet competition, as far as flour is concerned,
they must use the cheaper class of wheats in a much larger proportion.

By the Chawrman:

Q. You see that is exactly the position Mr. Lucas was taking—in order to
meet competition of cheaper flour—France is exporting flour to the United States
and the Balkan countries?—A. “ Consequently, as long as your government
maintains this policy of high prices, Canadian wheats will be used very spar-
ingly and our millers will pay particular attention to the lower grades.”

Mr. Lucas: There is nothing about feed.

The Wrrness: They are using low gradés because they do not want
Manitobas.

Hon. Mr. RatstoN: You mean that the low grades would go into feed if
the high grades were available to them?

The WirNess: He wants to use the Manitoba wheat.

The Cuamrman: Read that letter again. You see they have to meet com-
petition of the cheaper flour. Just read that portion again.

The Wirness: He said: “. . . . we notice that all our principal millers
admit that they are no longer in a position to use Manitobas in their grist, in
the same proportion as they have done in recent years, on account of the high
price of these wheats, and that, in order to meet competition, as far as flour
is concerned, they must use the cheaper class of wheats in a much larger pro-
portion.”

By the Chairman:
Q. Now: “In order to meet the competition in cheaper flour ” they must
use the wheat they do; if they can get Manitoba wheat at the same price they
would use it?—A. No. They pay a premium for Manitoba wheat: “ Con-




& ."'sequentlhy, as long as your government maintains this policy of high prices,

~ Canadian wheats will be used very sparingly and our millers will pay particular

attention to the lower grades.”

Q. Quite so. Now, you know perfectly well that in Antwerp, which is the
commercial port of Belgium and supplies the interior European countries—it
is the port through which wheat goes to the interior' European countries—they
have to meet the competition of French flour; you are aware of that; you found
that out yourself in London, did you now?—A. These mills all are very anxious
to use our wheat. i

Q. Never mind that for a moment. You know something about this com-
petition; just answer that; direct your attention to that. Direct your attention
to this: Is not the competition of French flour in the English market compelling
the Englishman to sell his flour cheaper, and is not that the complaint the
~ competition of the French flour?—A. I think that is complained of.

Q. Yes, it is; and on the continent of Europe. The cheap flour of France
and of other countries that have been subsidizing wheat have made it impossible
to utilize Manitoba wheat unless they can buy it at substantially the same
price they buy other wheat?—A. I do not agree with that.

Q. That is what he says about the competition of cheap flour.

Hon. Mr. Rauston: No.

The Wrrness: I say that France through this controlling policy has got a
lot of wheat on her hands that creates a problem, and they have dumped it.
The flour and wheat they have sold, of course, has been very cheap, and that
has filled a hole.

By the Chairman:

Q. France has about one hundred million bushels of wheat and flour
altogether, has she not—the accumulation in France?—A. Yes, I think so—
about one hundred million.

Q. And they were offering the flour in London at what price?—A. I could
not say.

Q. You know when you were there in September last?—A. I know there
was some cheap flour and wheat sold, and I know also that there has been some
French wheat brought over to England and milled that I do not think they
would have milled if the mills could have got our wheat five or ten cents cheaper.

Q. Did they not bring the French wheat over and mill it for the purpose
of competing with the same French flour that was sent into their market? That
was the reason; you must know it as well as I. That has nothing to do with
my views; these are the facts?—A. The French flour and wheat was a disturbing
factor here while Italy has taken a lot of it off the market as well as Germany.

Q. Quite so; and part of the interior of Europe has been satisfied by the
Danubian countries. That is a fact, is it not?—A. Yes, sir. I have been looking
into this correspondence for further confirmation of what I was saying. Here
is a letter dated the 10th of May, 1935:—

Some weeks ago, most of our mills were still using Manitobas in the
proportion of about 25 per cent, some even 30 per cent, but it becomes"
evident that quite a number of our mills are now using only about 15
per cent of Canadian wheat. It goes without saying that if Manitobas
were obtainable at prices which would be considered in line with Plates,
our mills would be only toe glad to use a large proportion of Canadian,
as in former years, and if the Canadian government changes his policy
in allowing Manitobas to be secured at more reasonable rates, it will no
doubt improve trading.
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Q. Now, I do not think anyone questions that: if they can buy it at prices
they consider to be in line with Argentine wheat they prefer it—A. “ . . and
if the Canadian government changes his policy in allowing Manitobas to be
secured at more reasonable rates, it will no doubt improve trading.”

Hon. Mr. Rarston: In line with what?

The Wirness: More in line with Argentine values.

Hon. Mr. Ravston: What does that mean? Does it mean the same price?

The Wirness: It means on account of the relative values.

Hon. Mr. Stewart: In your opinion that meant about 3 cents below
prevailing prices. ;

The Wirxess: We think our wheat at the present time is worth intrinsically
ten cents more.

Hon. Mr. Stewarr: That wasn’t just my question. I understood you to
say that a drop in the prevailing prices around the 80 cent level—that two or
three cents would have sold this wheat.

The CrATRMAN: Oh, no.

The Wirness: Oh, you have a market that is”taking wheat. Now, just
how much that market will absorb at a certain level nobody can say absolutely;
but I say there was a lot of business—two or three cents different and we would
have picked up a little additional business.

Hon. Mr. StewArT: I beg your pardon?

The Wirness: I think I made a wide range when I said 70 to 85 cents. I
think I am safe in saying that. I do not think there is any doubt about it.

Hon. Mr. StewArT: Taking these letters you have just read to us as being
typical, how much of a drop would you say?

The CuamMaN: They are both from the same man.

The Wirness: This letter was to me. It is typical. We picked out this
file. It is typical of what we have been receiving.

By Hon. Mr. Stewart:
Q. What I want to get at is this: These letters are typical of other millers
who were buying Canadian wheat and who now are not buying it?—A. Yes.
Q. How much of a drop in price would have held that business for Canada,
in your opinion?—A. I think we would have done a very big trade if we had

kept our wheat at 75 cents?
Q. You mean through this season?—A. Yes, around that level.

By Hon. Mr. Ralston:
Q. You spoke of a 10 cent crop; to what Canadian grade do you refer?—
A. I think probably it would be all right to compare it to our No. 2 Northern,
or you might have to compare it to our No. 1 on that basis.

By Hon. Mr. Stewart:

Q. Mr. Richardson, I hardly agree with your opinion about the cost
of raising wheat. However, we will not discuss that?>—A. I have not advocated
any cost of growing wheat, except, I say, I am told by—all I say is what I
am told by others.

Q. You said 40 cents in your opinion would be the minimum. That is
what you told us?—A. I never said that, I was asked for an opinion. I said
I did not know, but people who should be competent said that with 40 cents
on the farm they could get by. That is all. I know wheat of 10 bushels or
20 or 30 makes a lot of difference.
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Q. Exactly, it makes all the difference in the world. Our average is 15
bushels or practically 16 bushels, and it is my opinion that 40 cents is away
too low. We may differ, but this is not just what I want to get from you, Mr.
Richardson. As I understand your evidence, generally you have no objection
to a board having the right to stabilize prices, minimum prices, if we want to
put it that way?—A. No, sir.

Q. That is, to the producers. You would have no objection to a board
~ set up for that purpose and with power to purchase from the producers grain
if it went below minimum prices?—A. No.

Q. You would have serious objection to giving the board full control of
the market, complete control?—A. I would, yes.

Q. That is all T want to know.

By the Chairman:

Q. I have just one question. I want to correct your statement in respect
to prices of Argentine wheat. I have Bloomhall’s statement on Liverpool prices
in cents per bushel from February, 1931, to date. I presume you have the
same in your file. No. 2 Northern was quoted on the 2nd of February, 1931,
in Canada, at 74 cents; Argentine at 59%. It rose to 77¢ on the 7th February
and Argentine was then 61}. Now, you will observe there is a difference there
of 15 cents, no preference there at that time.

Hon. Mr. Ravston: What year?

The CHARMAN: 1931. You have the figures, there. I put some of them
on Hansard. Then, on the 11th of February, wheat rose to 83% cents, and
Argentine was 66, a spread of 17 cents without a preference. At the end of
month, February, 1931, it closed at 763 for No. 2, 62%; you will observe a
spread there of a little over 14 cents without a preference. In March the
Argentine was lowering its prices from what it was before the end of that date.
At the opening date the price for Argentine wheat was 61 as against 76§, Cana-
dian No. 2. The price was reduced to 603 on the 7th of March as against ours
of 753. It then closed on the 31st March at 74 in Canada against 583, still a
difference of 15%. In April, prices began at 74 cents in Canada, as against 59%
in the Argentine. Wheat rose in the Argentine and closed at the end of the
month at 664 as against 753. The spread then, as you will observe, was 9%
cents a bushel.

Hon. Mr. Rauston: Is there anything to show our exports at that time?

The CrAIRMAN: They can be produced.

Hon. Mr. Ratston: They are not in that statement?

The CHAmRMAN: No. In May the price opened with a spread of 10 cents,
763 as against 66%. The price reached 77§ on the 12th as against 654.- On the
30th of May it closed at 70§, No. 2 Northern as against 611 Argentine Rosafe.
There was no control at this time of any kind. On June 1st, 1931, No. 2 Cana-
dian Northern opened at 704 and Argentine was 613. Then, at the end of the
month Canadian No. 2 Northern was 73% and Argentine 634, a difference of 10
cents. In July, 1931, the opening price was Canadian No. 2 Northern 704,
Argentine 61; it closed with Canadian wheat having fallen to 643 and the
Argentine to 563, a spread of 8 cents. In August, 1931, the price opened at 633%
as against 55%; the closing price was 63% for Canadian No. 2 Northern as
against 55§ Argentine, a difference of a little over 8 cents. In September the
opening for Canadian No. 2 Northern was 63% as against 54%. At the end of
September the closing price was 64§ Canadian as against 55 Argentine. The
balance for the month of September after the 23rd, is not reported because of
fluctuations in exchange. In October, Canadian No. 2 Northern opened at 66§,

Argentine 563. The spread is, as you will see, 10 cents. Then wheat rose in
806—3
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Canada. On the 31st of October is was 80. That is a rise in October wheat,

1931, Mr. Richardson, of nearly 14 cents. The Argentine maintained theirs at
70, a spread of 10 cents. November opened at 81% in Canada as against 714,
still a difference of 10 cents. It closed that month at 71% as against 633, the
spread becoming less. In December, 1931, Canadian No. 2 Northern opened
at 723 as against 65§ Argentine. At the close of the month of December, 1931,
wheat had fallen again. Canadian No. 2 Northern had fallen to 74} as against
63 Argentine, a spread of 11 cents. From then on I have figures both for the
Atlantic and Pacific seaboard, because there is a difference between Atlantic
and Pacific seaboard. On the 4th of January, 1932, No. 2 Canadian Northern
opened at 75 cents on the Atlantic seaboard, Vancouver 73%, Argentine 64.
There is a spread of 11 cents. In the middle of the month of January, for
instance, the 19th, the price on the Atlantic was 76§, at Vancouver 72% and the
Argentine 66§. It closed at 743 on the Atlantie, 71 at Vancouver and 59% for
Argentine. February opened 75% Atlantie, 71 Vancouver, 514 Argentine. Take
the middle of the month, the 15th and you will find the price 798 Atlantic, 774
Vancouver, 653 Argentine. At the close of the month the price had risen. On
the 29th February the price was 811 Atlantie, 793 Vancouver, 665 Argentine.
There is a spread as you will observe, of something over 15 cents between the
Argentine and the Atlantic. In March the price opened at 80% Atlantic, 78§
Vancouver, 65% Argentine. In the middle of the month the Atlantic price was
79%, Vancouver 77¢ and Argentine 64%. That is for the 15th of March. On
the 14th of March the price was 81} Atlantie, 78§ Vancouver, 643 Argentine.

Hon. Mr. Rarston: Control was on then. The Canadian Co-Operative
Wheat Producers Limited was operating then.

The CHAIRMAN: Yes, We went into the year with a carry-over of 127,-
000,000 bushels over 1930. !

Hon. Mr. RaustoN: T think the amount taken over was about 75,000,000
bushels. .

The CHARMAN: By the Canadian Co-Operative, but stabilization did not
begin until June, 1932,

Hon. Mr. RaLsToN: Purchases.

The CHAIRMAN: Yes; that was the evidence given by MeFarland. He
purchased no wheat until June, 1932,

Hon. Mr. RaLsToN: He held the wheat he had on hand.

The CHAmRMAN: He had been selling some. In March, 1932, the closing
price was Atlantic 763, Vancouver 73§, Argentine 61%. There is a difference of
15 cents between the Argentine and the Atlantic ports, and with the other ports
there is 11 and a fraction. On April 1st, Canadian wheat opened at 763 Atlantie,
73§ Vancouver, 62 Argentine. On the 15th of the month the price was 79
Atlantic, 75% Vanecouver, 67 Argentine. At the close of the month, the 30th,
the price was 71§ Atlantic, 70§ Vancouver, 63% Argentine. On the 2nd of May
the price opened at 704 Atlantic, 693 Pacific, 62§ Argentine. On the 15th of
the month there is no quotation. On the 17th the quotation was Atlantic 734,
Vancouver 72, Argentine 663. At the close of the month quotations were 723
Atlantie, 70§ Vancouver, 68} Argentine. You will notice the price of 685 cents
for the Argentine is 4 cents below the Atlantic price and 2%and a fraction below
the Vancouver price. Then, navigation opened. The quotation on the opening
day of June was 713 Atlantie, 704 Vancouver, 67 Argentine. The spread is
slightly different, being less than 4 cents. On the 15th of June the opening price
was, 63§ Atlantic, 63§ Vancouver, 61§ Argentine, a difference of exactly 2 cents.

Hon. Mr. RaLston: It seems to me these figures indieate that the Argentine
did not drop its price to maintain the spread.

The Cramrvax: I am going to show that it did; that is the point exaetly.




-

" BILL 95, CANADIAN GRAIN BOARD ACT 133

~ Hon. Mr. Ravston: They have not, so far.

A The CrHARMAN: On June 30, the price was 623 Atlantic, 62f Vancouver,
633 Argentine. On July 1, the price was 623 Atlantic, 62§ Vancouver, 63 Argen-
' tine. On July 30 it closed at 653 Atlantic, 67 Vancouver, 654 Argentine. August
opened at 681 Atlantic, 664 Vancouver, 65 Argentine; the 15th of the month the
price was 673 Atlantic, 674 Vancouver, 664 Argentine. At the close of the month
the price was 663 Atlantic, 665 Vancouver, 655 Argentine. On September 1, the
- price was 651 Atlantic, 654 Vancouver, 643 Argentine. On the 15th the price was
623 Atlantic, 617 Vancouver, 643 Argentine. At the close of September the price
- was 623 Atlantic, 62 Vancouver, 64} Argentine. On October 1 the price opened
- at 621 Atlantic, 612 Vancouver, 641 Argentine. On October 15, the price was
603 Atlantic, 59§ Vancouver and no quotation for the Argentire until October 19.
. On that day the price was 61} Atlantie, 593 Vancouver, 59 Argentine. The -
| point is that Canada was lowering its prices with the Argentine prices, Mr.
- Richardson, and the carry-over still increased.

The Witness: I do not think—

Hon. Mr. Rarston: Argentine was not lowering its prices.

The CrarMaN: Canada lowered its prices to meet the Argentine.

e The Wirness: That does not stand as a correction of anything I have said,
- though.

By the Chairman:

Q. I think you will see the significance of it?—A. I say what we have done
| is we have missed the boat and let the other fellow get filled up.

3 Q. I am talking about 1932 now?—A. All right. As far as I am concerned
£ I am not criticizing 1932. All T have got to say is we have had short crops in
* 1933 and 1934. In 1933 and 1934 we only raised in two years about as much as
. we raised in 1928, when the world situation was greatly improving and reduced
- our world surplus 285,000,000 bushels. We had a better market than we had.
" There was a better world market available than there was a year ago. But
i during the period of the year when we should have been doing a big business, we
L held our premiums too high; and any of these premiums that are taken, they must
L be read in conjunction with the amount of business passing.

Q. T gave you 1931?—A. They have got to be read in conjunction with the
“ volume of business passing.

. Q. T have given you 1931 up to October. The last quotation with the
| premium on was on the 28th October, 595 at the Atlantic ports, 584 at the Pacific
and 59 for Argentine. They are holding their prices up?-—A. We were getting
* our share of the world’s market at that time.

1 Q. But we were accumulating a surplus. That is the point I am making?—
We were selling wheat.

: Q. Exactly; but we were not selling it in quantities to take care of the pro-
" duction.

. Hon. Mr. Rarston: We had a tremendous crop in 1932.

_ The Wirness: We had a big crop, a big carry-over, The way we were
 dealing with it-was getting rid of it.

By the Chairman:

B  Q There was no holding up of the price; but Argentine was holding up her

Eprice, and apparently got it. Look at what Argentine is. On November 3, 58§
g Atlantic, 573 Pacific and 52¢ Argentine.  The last quotation of Argentine before
the end of the month was 59, going to 523. T see our people were offering wheat at
8 603, Atlantic, 60 Pacific, and it was 553 for Argentine; at the middle of the month
A he quotation is 59§ Atlantic, 593 Pacific and 567 Atlantic, giving a 3 cents differ-
= 8963}
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ence there. We close the month, the 30th November with 59% Atlantic, 593 Pacific
and 574 Argentine. We see in December, 595 Atlantic, 595 Vancouver, 564 Argen-
tine. In the middle of the month, the 15th, we find 58, 56 and 53%; and on the 31st,
553, 55% and 50%. On January 1, it is 56Z, 564 and 50%. In the middle of the
month, January 16—there is no 15th—we have 58 cents Atlantic, 57F Vancouver
and 51§ Argentine. Now, those are the figures. Anything below 60 cents for
Canadian wheat, either Atlantic or Pacific seaboard, is a ridiculous price, is it
not? It cannot net the farmer anything, if you take the freight off?>—A. No;
with the depreciated currencies we were competing with, it is a very difficult
proposition.

Q. These are all reduced to the same currency by Broomhall?—A. What
my thought is in regard to that, we were doing our job in 1932 and getting rid
of our crop. My only complaint is that we have not done it in 1933 and 1934.
I have nothing to say about 1932. ‘3

Q. I will just turn you to 1933. On January 3, 567 Atlantic, 564 Pacific,
and 50% Argentine; at the close of the month, it was 60%, 593 and 53§. Then you
start in February and the spread becomes greater. On February 1, we find
613, 59% and 54. In the middle of the month, the 15th, we find 593, 58% and
513. At the end of the month, the 28th, the figures are 603 Atlantic, 58% Van-
couver, and 49% Argentine. Now, that is reduced, you will remember, all to
the same level of currency. That is c.i.f. Liverpool. Then you take March.
On March 1, the figures are 61 Atlantic, 581 Vancouver and 50% for Argentine.
That is clear. Then on the 15th of March they are 65, 613 and 52%. At the
end of the month, on the 31st, they are 613, 593 and 51%. Then we come to
April 1, where we find 62 Atlantic, 60¢ Pacific and 51§ for Argentine; on the |
18th, 64% Atlantic, 63% Vancouver and 52% Argentine. They had a preference
there in operation of 6 cents. At the end of April, the figures are 694 Atlantie,
68 Vancouver and 563 Argentine. That is a spread of 12 cents in favour of
Canada, 6 cents of which was the preference. On May 1, the figures are 731
for Canadian wheat, Atlantic; 721 at Vancouver and 60} Argentine. In the
middle of the month, the 15th, they are 76% Atlantic, 765 Vancouver and 633
Argentine. You see, the spread is only 7 cents exclusive of the preference.

Hon. Mr. Rauston: I thought it was 13 altogether.

The CuAalrMAN: Yes, 13. Then, on June 1, it is 75§ Atlantie, 75 Pacific
and 633 Argentine. At the middle of June, the 15th, it is 73§ Atlantie, 73}
Pacific and 62% Argentine; at the end of June, the 30th, 82 Atlantic, 80§ Van-
couver, 68% Argentine. At the beginning of July, July 3, we find 85§ Atlantie,
86 Pacific and 72 for Argentine. Then we went up to 90 cents—91 on the 7th
July, Atlantic, 893 Vancouver and 774 for Argentine. At the end of the month,
the 31st of July, 1933, 891 Atlantic. You have a high figure of 104 on the
18th for Atlantic ports, 1014 Vancouver.

Hon. Mr. RarsTon: That is May futures.

The CrARMAN: This is No. 2, Atlantic. I am reading the month of July.

Hon. Mr. RaLston: I say it was for May futures.

The CHAaRMAN: No, it is all put on the same level. These are what actual
sales were made, from Broomhall’s statistics.

Mr. Lucas: Are these Liverpool prices?

The CHAIRMAN: Yes, c.i.f. Liverpool. On July 18, it was 104 Atlantic, |
1014 Vancouver and 82 for Argentine. Then at the end of the month, 89%
Atlantic, no Vancouver quotation and 76 for the Argentine. August open with -
87} Atlantic, no Vancouver quotation, and 75 cents for Argentine Rosafe; at =
the end of the month, the 31st, 803 Atlantie, no Vancouver quotation and 64§
for Argentine. In September, we open with 793 Atlantic, no Pacific and 65%
for Argentine. At the end of the month, the 30th, it was 72} Atlantic, no Van-

-
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couver quotation and 60% for Argentine. October opened with 73§ Atlantic—
- 73}, that is delivered in Liverpool—73% from Vancouver and 61} from Argentine.
- Now, with that 73} cents delivered in Liverpool, what is left to the farmer is a
very small margin. 3

The Wirness: | Quite right. ;
The CrammaN: There is no doubt about that.
The Wrrness: No, there is no doubt about that.

3 The Cuamrman: Well, it dropped still lower. On the 17th October, 1933,
- it went to 65 on the Atlantic, no quotation at Vancouver and 52% for Argentine.
At the end of October, it was 724 on the Atlantic, no quotation for Vancouver
- and 603 for Argentine. November opened at 71% Atlantic, no Pacific quotation
~ and 591 Argentine. At the end of the month it had risen to 774, on the 30th,
on the Atlantic, 751 Vancouver and 58 for Argentine. Then in the last month
of the year, 1933, there was no quotation for Argentine until the 9th, and the
figures are 764 Atlantic, 733 Vancouver and 59 for Argentine. Dropping to the
end of the month, the 29th, we find 572 for Argentine, 751 for Vancouver and
76% for the Atlantic. Then, last year—and you are talking about 1934—in
January they open at 771 for the Atlantic, 751 Vancouver and 58§ for Argentine.
That is at Liverpool, c.i.f. In the middle of the month, the 15th, it was 823
Atlantic, 795 for Vancouver and 61 for Argentine, and dropped to 59§ for
Argentine at the end of the month; 80 for Vancouver and 83% for the Atlantie.
February opened at 83% Atlantic, 804 in Vancouver and 50§ for Argentine. At
the middle of the month, the 15th, it was 813 Atlantic, 77 Pacific and 58% for
" Argentine; and the month closed with 82§ for Atlantie, 764 for Vancouver and
- 573 for Argentine Rosafe. Do you suggest that we could sell our wheat at a
price as low as 57§ delivered in Vancouver for Liverpool?

Hon. Mr. RaLston: What do you say Canada was at that time?

The CaamrMaN: 82}%; that is Atlantic. The Pacific was 764 and Argentine
was 573.

By the Chairman:

Q. You would not suggest any such figure as that?—A. T would suggest that
we should get the surplus wheat, with great crops growing—we should dispose
of our wheat at the best premium we could get for it, but we should not put a
premium on it which would stop the sale of it.

Q. The premium, you see on that—the average premium before there is
any preference at all, ran down 4, 5, 6 and 7 cents. But here you have wheat
being sold at 578 which leaves, if you take 6 cents off—no, that includes the 6
cents; take that off, it leaves only 3 cents premium?—A. Yes.

~ Q. That is what Canada is trying to get?>—A. You have got to double the
price, very nearly double the price, to look at it from the point of view of the
man in the Argentine. He is getting that back in his own money. He is getting
pesos, which is only 50 cents on the dollar.

Q. T was just going to check your figures. 771 is the Vancouver figure at
the opening of March and 573 for Argentine. The price went up to 79§ in
Vancouver—that is the Vancouver price, c.if. Liverpool—and 59 for Argentine.
There is a spread of 20.

Hon. Mr. Ratston: That is in March, 1934.

The CrammaN: That is March 13, 1934. At the end of March there is
no quotation at all. The last quotations are for the 29th, being 82% for the
Atlantic, 76% Pacific and 564 for Argentine. Then on April 1st, 1934, a year
ago, there is no quotation for Argentine that day. Taking the middle of
the mqnth,_the 16th, the quotation is 81§ Atlantic, 75§ Vancouver and 594
Argentine. At the end of the month, the figure has dropped to 563 for
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Argentine, 74 for Vancouver wheat and 77§ for Atlantic.. “On the 1st of Ma,y, 4
the price was 763 Atlantic, 74 Pacific and 58 for Argentine. In the middle of
the month, the 15th, it was 81§ Atlantic, 717 Pacific and 60} for the
Argentine. At the end of the month, it was 86; for Canadian wheat, Atlantic;
843 Vancouver and 63} for Argentme Then, for June, a year ago it opened
on the 1st at 93% for Atlantic, 90 for Pacific and 664 for the Argentine. At
the close of the month it was 863 for Atlantic, 83% for Vancouver and 62% for
Argentine. July opened 863 Atlantxc 831 Vancouver and 625 for Argentine.
That is for the 2nd of July. At the end of the month of July, a year ago, it
was 97¢ for Atlantie, no quotation for Vancouver and 743 for Argentine.
August opened at 973 Atlantic, no quotation for Vancouver and 75 for the
Argentine.

Hoen. Mr. Rawston: Would you mind giving those figures again for
August?

The CHAIRMAN: August 1st, 973 for Atlantie, and 75 for Argentine.

Hon. Mr. Rarston: All right.

The CHAIRMAN: At the end of August it was 933—there are some high
figures there. This is e.i.f. Liverpool. I had better give the dates. August 7th,
103% for Canadian Atlantic ports, 854 for Argentine; August 8th, 103§ Atlantic,
1004 for the Pacific and 85 for Argentine; August 9, 1043 Atlantic, no quotation
for the Pacific and 853 for the Argentine; August 10th, 106} Atlantic, no quota-
tion for the Pacific and 874 for Argentine. It ran down to 93% on the 31st of
the month, Atlantic; 93% Pacific and 77§ for Argentine. On September 1st,
1934, it opened with 93 Atlantic, 933 Vancouver and 773 Argentine. Then at
the middle of the month it went down and by the end of the month, the last
day, the 29th, it was 913 for Canadian wheat, Atlantic, no Pacifie quotation
and 674 for Argentine. In October, 1934, it opened on the 1st at 92% Atlantie,
90% for Vancouver and 68% for Argentine. At the end of the month of Oectober
it was 853 Atlantic, 813 Pacific and 623 for Argentine. At the opening of
November, it was 853 Atlantic, 81% Pacific and 63} for Argentine. At the end
of the month it was 914 for Canadian wheat, Atlantie, 863 for Pacific and 633
for Argentine. December opened at 911 for Atlantic; 873 for Vancouver and
633 for Argentine. It closed at 94 for Atlantic; 863 for Vancouver and 643
for Argentine. January, 1935, opened at 94 for Atlantic; Pacific was 87%, and
64% for Argentine. It closed at 92% for Atlantic, 86 for Pacific and 61} for .
Argentine. February opened at 827 for Atlantic; 862 for Pacific and 61§ for
Argentine. The close February 28th was 944 for Atlantic; 88} for Pacific and
623 for Argentine. March opened at 94 for Atlantic; 87§ for Pacific and 63
for Argentine; it closed at 945 for Atlantic, 90 for Pacifie and 683 for Argentine.
April: 953 at the opening for Atlantie, 903 for Pacific and 685 for Argentine;
the close was 983 for Atlantic, 947 for Pacific and 72§ for Argentine. The
May opening was 98% for Atlantic, 943 for Vancouver and 734 for Argentine;.
and the end of May, 90% for Atlantic, 88% for Pacific and 72§ for Argentine.
The opening for June was 98% for Atlantic, 88 for Pacific and 703 for
Argentine. So that, so far as we are concerned, our price has been a fairly
consistent one; have you any record of what the producer got, Mr. Richardson?
If he were to get half the prices indicated it would not leave him much of a
margin, ourse, you have got to take care of the producer and
it is just a question of how we are going to take care of him; but we have to
take care of him, the man buying wheat on the other side of the world is not
going to take care of him.

Q. Quite so?—A. It becomes practically an exchange problem.

Q. Please don’t get the exchange situation in the Argentine mixed up with
this. I was just going to ask you a question about that. Now, having regard to
these circumstances, and particularly to the figures I have given you, would
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you say that the price of Canadian wheat was too high having regard to the
producer’s position here in Canada?—A. I have never thought the price of
wheat was too high in our money to our producer.

Q. No. Then, when you say, in our money to our producer; just what
does that imply?—A. Well, that means what he got for his wheat here in
Canada. : i
Q. It is not too high?—A. Certainly not, not for several years anyway.
Q. I have given you the figures from the end of February, 1931, and
brought them down to date; which, of course, would indicate that at Atlantic
ports he was receiving 903—what he gets is based on 903 delivered for sale in
Liverpool—how much do you have to take off that wheat, for instance, for
transportation to Liverpool, so we may arrive at what the farmer might be
expected to get. I do not ask you to give that with any great particularity,
just give me your general idea. I would say 10 to 12 cents.

Q. T suppose it would average about 12 cents?—A. We can get it down
from Fort William to Liverpool now, our freight rate is about 11 to 12 cents—
say 12 cents; then from back in the country the average freight rate would be
12 cents. % .

Q. Making a total of about 24 cents?—A. Say, 25 cents to 30 cents.

Q. I suppose 25 cents would be about the average, wouldn't it?>—A. Yes.
Q. Then wheat C.I.LF. Liverpool at 74 cents, less 25 cents a bushel, leaves
49 cents?—A. Yes, sir.

Q. You can hardly regard that as a satisfactory result for the farmer?—
A. T would not.

Q. And, to get down to the figure that we have here; if you have Atlantic
at 90 cents, if you take 25 cents from that it leaves 65 cents; that is the more
satisfactory result to the producer obviously, by 15 cents a bushel, isn’t it?—
A. If he gets that, yes.

Q. So that whatever else may be said about what you ecall control the
result is that on the figures the producer is receiving a better price?—A. Taking
into account the whole situation and the surplus that we started the year with
the producer has certainly gotten a better price on last year’s erop than he
would have without control.

Q. There is no doubt about that is there?—A. There is no question about
that; but, of course, the time to value the whole policy is after we have dis-
posed of the surplus that we carry-over in order to maintain prices.

Q. Quite so, I follow you. You said that quite clearly, Mr. Richardson.
I put this to you: You dwelt a good deal upon exchange of other countries;
one of the difficulties for instance of the countries in Europe buying our wheat
is that their currency is so depreciated that they cannot pay for it in terms
of our dollar, except at a very extravagant price to them; is that right or not?
—A. That is right.

Q. That 1s right? Now, the frane, for instance, whenever they buy our
wheat over in France, it is at present at a premium of about 50 per cent over
its normal value in Canada?—A. I do not know exactly what the franec is
selling for now.

Q. It is something over 6 cents and normally it is around 4. In Germany
it is impossible to get exchange at all at the present moment with which to
pay for Canadian products?—A. Yes. :

Q. In any event it is subject to what is called exchange clearing agreements
by which you have to dispose of your exchanges in Germany and utilize them
to expend on the purchase of products from that country?—A Yes, sir.

Q. And the Argentine works its exchange agreements also, doesn’t it; that
is true is it not?—A. That is true.
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Q. And you know that a lot of Canadians producing pulp and paper find
it impossible to get payment for their goods because they cannot get exchange
from Argentina; that is a fact isn’t it—it is well known to us all?—A. I am
not in the pulp and paper business, I presume that is a fact.

Q. We have no exchange control of any kind here except that we did
guarantee sellers against loss if stirling was less than $4.60 to the pound and
that didn’t cost us very much money. But you said that the depreciated
%;(changes of other countries had made our position extremely difficult?—A.

es, sir.

Q. What do you mean exactly, by that?>—A. Well, I mean that if the
Argentine bids up the exchange to that extent it depreciates its own money and
the producer gets a higher place.

Q. More units—whatever it is, pesos or whatever it may be?—A. Yes, sir.

Q. The result is he gets more pieces of paper but the value has not changed?
—A. He may be able to do that, but he can buy his commodities with it
anyway.

The CuamrMan: Exactly.

Hon. Mr. StewarT: Domestically.

The Wirness: In the end he may not be able to buy any more with it,
but at the start he does anyway.

By the Chairman: _

Q. Exactly; but that is what you mean about the difficulties in connection
with Argentine exchange, in connection with our competition with them?—
A. Yes, sir.

Q. The difficulty in connection with other countries is because of their
inability to purchase our money. I will put it this way: It costs them too much
to buy Canadian dollars with which to pay for our wheat; that is why they
do not buy it, isn’t it?—A. Well, I don’t know. The Canadian-Argentine trade
that we are interested in is where we meet on the ocean and the buyer’s money
converted into Argentine money gets a great many more pesos than it does when
the buyer’s money is converted into our money in the shape of dollars.

Q. That is just what I am trying to say; in other words, the difficulty of
buying Canadian dollars on the same terms as they do Argentine pesos make our
competition more difficult?—A. Yes, sir.

Q. That is the point I thought you were making. Do you suggest that a
reduction of our dollar to the basis of the Argentine peso is a desirable thing
for the Dominion of Canada?—A. I have not suggested that, there are a great
many considerations in that.

The CrairMAN: Yes. All right, Mr. Ralston.

By Hon. Mr. Ralston:

Q. When in June and July of 1934, when the spread between Argentine and
Canadian wheat, the Atlantic spread, was 17 cents the 1st of June, and 14 cents
the end of June, and in July when the spread was 14 cents the 1st of July and
23 cents at the end of July, would that be a good time to dispose of some of our
surplus wheat?—A. That would be last summer?

Q. That would be last summer, 1934.—A. Yes, I think last summer was a
good time to sell wheat. I think it is always a good time to sell wheat.

The CuARMAN: It is always a good time to sell wheat—at what price?

By Hon. Mr. Ralston:
Q. Would that have been a good time from the point of view of the country
and of the producer to have disposed of some of the surplus?>—A. Yes, I think

it would.
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£ Q. And would not the producer have been in a better position with regard
~ to the 1935 crop if the Canadian Co-operative Wheat Producers had disposed
of the surplus wheat and the country taken the loss instead of trying to make
the customer pay abnormal premiums and piling up an accumulation of
225,000,000 bushels, which we are faced with this year?—A. I think if we had
gradually proceeded along that direction we would have been better off.

Q. Would the producer have been in a better position too with regard to
the 1935 crop?—A. Well, I think if we had got rid of all our surplus, I think we
would have averaged very satisfactory prices on this year’s crop, but I would
not say we would have averaged better prices; I am not in a position to say
that we would have averaged better prices than what had been paid to the
farmer, because the wheat is not sold yet of course.

Q. Your point is, it is not the price to the producer we are dealing with
vou think the producer must get a fair price; the question is one of policy,
whether you are going to hold over your accumulations or whether the country
is going to take it off the producers’ hands at fair prices and sell and take a
Joss until the accumulation is reduced?—A. Yes, sir.

Q. And you think the latter is the better policy?—A. T think the country
directly or indirectly will have to assume the loss involved in getting our wheat
stocks comfortably adjusted and affording our producers some protection against
depreciated currencies, particularly in the Argentine.

Q. And again against the depression which will be caused in the market
by the liquidation of this surplus stock?—A. Yes, sir.

By the Chairman:

Q. If the surplus is not liquidated but is held for orderly entry into the
markets of the world your last observation would have no force?—A. Well, a
carry-over has a depressing influence. T am hoping that it will be merchandized
in such a way that it will do the minimum amount of injury.

By Hon. Mr. Ralston:

Q. Do you say that the very presence of the carry-over without liquidation
has a depressing influence on the market?—A. It has a depressing influence.

Q. Will you explain that?-—A. Well, of course, the buyer abroad is appre-
hensive that some day the flood gates are going to open on him and wheat is
going to be sacrificed. He feels that. He thinks that.

Hon. Mr. StewarT: He is waiting for a sale.

The CuarmaN: He is waiting for a fire sale.

The Wrrness: He is, he thinks there is going to be a fire sale; or at least,
he is apprehensive and he plays safe.

Hon. Mr. Rauston: And if stock had been disposed of there would have
been no need for a sale at this time.

The Wrrness: If we had got rid of them it probably would have been
simple.
By the Chairman.:
: Q. All that would not get away from the depreciated exchange or the
inability of European countries to pay, would it?—A. Well, they do pay for

a certain amount of the wheat all the time, and that is all our market—whatever
they take, that is all the market we have.

Q. Quite =0; but it is dependant upon their ability to pay.
By Hon. Mr. Stewart:

Q. T would like to ask you this question: there seems to be a general
admission that Canadian wheat prices were higher than world prices warranted
when purchased from the producer, and with that nobody is quarrelling. You
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think that the stabilization was helpful, but if I got a correct im;;reséién fl;ém

- that statement?—A. I think so. I think our surplus would have been very much
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your evidence it is that year by year the Canadian Stabilization Board should
have taken their losses and sold the grain?—A. T think they got bullish all out
of1 proportion to what they should have. I think they could have sold a lot of
wheat. }

Q. And failing to sell they have now accumulated these surpluses?>—A. Yes;
what they sold they got a better price for, but they only sold—

Q. They were determined to sell the grain at the cost to them without loss
to the country. =

The CuairMaN: Who said that?

By Hon. Mr. Stewart:

Q. I say the evidence would go to show that such grain as they have sold
—Mr. Chairman, you made that statement just the other day—was sold at no
loss, or, at least, you got that answer from Mr. Milner.

The CuarMAN: Not all of it.

Hon. Mr. Stewart: That is the idea I got from the question asked and
the answer received—that if there were sales there would be no loss. That is
not true? :

The CuHAmrMAN: I cannot express an opinion of that at the moment; I do
not know. ;

By Hon. Mr. Stewart:

- Q. What I am after is this: that while the price Mr. Richardson states was
too high to the producer—with which we have no quarrel—the policy of holding
to recover the exact costs of the operation has had the result of keeping our
wheat above world prices and has accumulated this surplus; am I correct in

smaller.

By the Chairman: ;

Q. But you cannot tell me where it would have gone to?—A. I can give
vou a very good story about that, sir. Would you like to hear it?

Q. You have had four days to do it?—A. On August 8, 1934, Broomhall
made an estimate of the world’s import requirements for the erop year ending
July 31, 1935, and in that estimate he figured the world’s import requirements
at 576,000,000 of which Canada, he figured, would supply 288,000,000. Broom-
hall revised his estimate again on October 31, 1934, and again on February 6,
1935, and again on May 1, 1935.

By Mr. Lucas:
Q. Have you the figures for the revision he made?—A. Yes, I was going
to go over from August 8 up to May 1; do you wish the intervening ones?
Hon. Mr. RaLstoN: Yes, we had better have them.

By Mr. Lucas: ¥

Q. Yes—A. On*August 8, 1934, Mr. Broomhall estimated that Canada
would supply the world with 288,000,000 bushels, the United States with
8,000,000 bushels, the Argentine with 160,000,000 bushels, Australia with
96,000,000 bushels and all others with 24,000,000 bushels, making a total of
576,000,000 bushels. On Oectober 31, 1934, he put out the following estimate:
Canada 280,000,000 bushels, United States 8,000,000 bushels, Argentine
168,000,000 bushels, Australia 88,000,000 bushels, all others 32,000,000 bushels.

Q. What was the total of that?—A. 576,000,000 bushels.

Hon. Mr. Ravston: What was the date of that?

(31
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The Wir~ess: October 31, 1934. The next estimate put out on February 6,
1935, gave Canada 240,000,000 bushels, Argentine 168,000,000 bushels, Austraha
96000 000 bushels and all others 48,000,000 bushels.

Hon. Mr. Rauston: You do not mention the United States?

The Wirness: No, the United States was cut out. Total of 552,000,000
bushels. On May 1st, 1935, he made another estimate: Canada 200,000,000
bushels, United States nothing, Argentine, 184,000,000 bushels, Australia,
104,000,000 bushels and all others 56,000,000 bushels. The total is 544,000,000
bushels. Mr. Broomhall explained on more than one occasion that his bad
forecasts had been occasioned by the fact that he expected that Canadian
wheat would be sold competitively on the world’s markets.

By the Chairman:
Q. Mr. Richardson, through all these figures there is a steady diminution
in volume; the last was 544,000,000—the last one before that was 552,000,000,
and the one before that was how much?—A. From August 8th to May 1st,
Mr, Broomhall cut down the world’s requirements by 32,000,000 bushels.
Q. Exactly—A. But he cut down Canada’s requirements by 88,000,000.

Hon. Mr. Rauston: Canada’s supply.

The Wirness: Canada’s quota that he expected she would supply by
88,000,000 bushels. There is a difference there of 56,000,000 bushels that the
Argentme and other countries were taking off ourselvc:. and which was put
onto the Argentine and other countries, Then our estimate is down to 200,000,000
bushels, but up to June 21st, we have only shipped 153,000,000 bushels, so that
we have an additional 47000000 bushels to ship unless Mr. Broomhall is going
to make a further sharp deduction when he publishes the figures for our ship-
ments for the crop year. ;

Hon. Mr. Rarston: What is the rate of shipment now?

The Wirxess: The weekly shipments were out this morning; I have not
received those, but for the previous week we shipped out 800,000.

Mr. PorteoUs: What are the shipments to date?

The WrrNess: The shipments to date are 153,000,000 bushels.

Hon. Mr. Ratston: Does that include that 800,000—yes, it does.

The Wirness: Yes, to June 21st.

Hon, Mr. RaLston: And let us say that the end of the erop year is July 31st.

The WirtNess: Yes.

By the Chairman:

Q. That includes shipments up to the end of August, owing to the lateness
of this year’s ecrop. That would include shipments this year up to the end of
August, would it not?—A. The crop year ends on August 1st, but we have
three months really yet to sell wheat.

Q. Yes, we have the months of July and August and part of September?—
A. July, August and quite a part of September.

Q. Yes, Mr. Milner said that on the 20th of September this year’s crop
would come in?—A. Yes, depending on the weather. Our crop will not be
pressing in volume until late in September. - '

Q. That is what he said.

Hon. Mr. RaLston: Is that world requirement, May 1, 1935, an estimate
up to July 31st, or for August and September?

“The Wirness: It is up to the 31st of July, the end of the crop year.

Hon. Mr. Raustox: In other words, if Canada sells wheat during August
and September it would be against increased world requirements?
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The Wrrness: It would be against next year’s crop year, the way they
figure it.

Hon. Mr. StewarT: Mr. Richardson, you did not make it very clear with
regard to the drop in the Canadian supply from 288,000,000 down to 200,000,000.
You started to tell us that there was something that brought about that result,
that our exports fell and the Argentine’s became increased.

The Wrrness: Mr. Broomhall stated that he had to revise.us downwards
and revise the other countries upwards because in making his previous estimates
he was of the opinion that Canada would sell their wheat competitively in the
world’s market, and that his explanation for being out in his forecasts.

Hon. Mr. Stewart: It was a question of price?

The Wirness: Yes.

The CrARMAN: Surely.

Hon. Mr. Rarston: Just to complete the figures to bring the 153,000,000
bushels for June 21st up to the end of July, at the present rate of supply it
means perhaps 5,000,000 bushels more than was disposed of by Canada before
the end of the crop year. Is that too low at the present rate?

The Witness: I hope they sell more than that.

Hon. Mr. RaLstoN: At present rates?

The Wrrness: The present rate is very disappointing. I think it is one of
the record lows for a very long time.

By Mr. Porteous:

Q. You said, Mr. Richardson, that you thought we could have sold 75,000,000
or 100,000,000 more wheat if it had been 2 or 3 cents lower this year?—A. I said
that we could have caught a lot of business under the market at 1 or 2 cents,
lots of times—quite substantial. When there is a demand I could not say how
much wheat is going to take that demand, but I would be reasonably satisfied,
and I said we could have sold a lot of stuff at 2 or 3 cents under the market, and
I said also 70 to 85 cents. I think we could have cut our carry-over down to
what I would consider was a healthy carry-over.

Q. You spoke from time to time about getting rid of all our surplus?>—A. A
healthy carry-over.

Q. Have you any idea at what price we could get rid of our surplus?—A. I
think I said from 70 to 85 cents—I think we could have sold it all.

Q. Do you think you could sell 200,000,000 bushels of wheat now?—A.
Not now.

Q. At 75 or 80 cents?—A. Not now, no.

Q. At any time during this year?—A. During this year? I think there
was a very big demand for our wheat, and I think there is a good demand now.
I think we could sell lots of wheat now. Wheat is something that one hesitates
to say, within a cent or two, exactly what we can do. I think we will do quite
a nice business at 75 cents.

Q. 100,000,000 bushels is a lot of business when it is thrown on the market.
Do you know what would happen?—A. I do not think anybody will do any-
thing like that. I know there is a time to sell our wheat and that is when the
buyers want it.

Q. In order to sell 75,000,000 or 100,000,000 bushels of wheat you would
have to put it on the market?>—A. If you are asking me if I can go out and
get a group of fellows to buy 75,000,000 or 100,000,000 bushels of wheat at 70
cents, 72 cents or 73 cents, I think I can quickly.

By Hon. Mr. Ralston:

Q. The world requirements, as estimated by Mr. Broomhall on August 8th
last, were 576,000,000 bushels. By May 1st he had cut that down to 544,000,000
bushels, which meant a reduction in the world requirements of 32,000,000 bushels.
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Take that 32,000,000 bushels off Canada’s quota as he fixed it on August 8th
last year and that would mean that Canada’s quota would be 256,000,000, as
estimated by him at that time, not allowing for the reduction in world require-
ments which he found as of May 1st, 1935. Is that correct?—A. I think that
is very clear.

The CuarmaN: It is a question of subtracting.

By Hon. Mr. Ralston:

Q. Take the whole reduction in world requirements, which were 32,000,000
bushels, off Canada’s total, make Canada bear that whole reduction, and that
would leave Canada to supply, according to Mr. Broomhall, 256,000,000 bushels
on August— —A. Yes, sir.

- Q. And Canada, as a matter of fact, has only supplied up to June 3lst,
153,000,000 bushels?—A. Yes.

Q. With a further supply at the rate of 1,000,000 bushels a week up to
5,000,000 bushels making, in round figures, 160,000,000 bushels. That means
that Canada if the present rate of supply continues, will only have supplied
160,000,000 bushels instead of the 256,000,000 bushels as estimated by Mr.
Broomhall, after taking into consideration the world’s reduction?—A. Yes.

Q. In other words, Canada will be 96,000,000 bushels short of Mr. Broom-
hall’s estimate of what she should have supplied; is that right?

The CuamrMAN: No, what she could have supplied.

Hon. Mr. Rarston: What she should have.

The Wrrness: What Broomhall estimated she should have.

By Hon. Mr. Ralston:

Q. Yes. Although Canada will not have supplied those 96,000,000 bushels
which Mr. Broomhall estimated she should have supplied she will have 180,000,-
000 bushels to 200,000,000 bushels on hand?—A. It looks like that.

: Mr. Varrance: Those 96,000,000 bushels are being supplied by somebody
else.

The CuamrMAN: He reduced his estimate to 502,000,000 bushels.
Mr. VALrANcE: Somebody must have filled the world requirements.

Hon. Mr. Rarston: I am taking all the world reduction off Canada to be
absolutely fair.

By Mr. Lucas:

Q. That 75,000,000 bushels you estimated you would be able to sell at
reduced price, could you do that irrespective of what the Argentine did with
their prices?—A. When we started out with our crop last fall the Argentine
and Australia had very small stocks on hand. They are baled out now; they
are baled out now. They have not got much more wheat to sell. We have
been hoping right along we would see an increase in the demand of our wheat.
Argentine can do nothing to cut the price now until next January and February.
They are not sellers now.

Q. What is their surplus at the present time, their carry-over?—A. T
would want to check it up before I answered it. I understand it is small
anyway.

Mr. Porreous: You would not want to make a bid for that 50,000,000
bushels.

Hon. Mr. Ratstox: You have not got any of it.

¢ d,’I‘he WrrNess: I do not think it would take me on the other side of the
rade.
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By Mr. Porteous:

Q. You would be a little afraid of it, would you not?—A. I say I have no
doubt about it. When I say that 1 would say people that would put their
money into that would not be people who would expect they were going to lose
money at 72 cents or 70 cents. I am putting it on the basis that I think real
interest could be quickly aroused.

Q. Basically, the value of wheat is estimated by its value for human
consumption, is 1t not?—A. Yes.

Q. What would reduce the surplus of wheat, other than the consumer?—A.
That is the way it has to be done; it has to be eaten up.

Q. You have to make people eat wheat in order to get rid of this surplus?
—A. Yes, but you cannot carry over hunger; you can only supply to-morrow’s
breakfast. You cannot supply yesterday’s breakfast. A man who has had
nothing to eat for three days does not eat twelve meals on the fourth day.
That market is gone, and you have to feed and take care of the market when
they want to buy it.

Q. The per capita consumption of wheat and wheat products is about the ]
same as normal, is it not?—A. I understand the world in the last twelve months 4
has eaten just about the same amount of wheat that it did in the previous '

~twelve months, but there has been a largely increased population in the world,
and they should have been eating more bread stuffs; but the artificial conditions 3
—1ih Germany you have practically famine prices, wartime conditions, and wheat 3
is a luxury in some of those countries where they are getting very hlgh prices
for bread, very poor bread, and that- naturally cuts the consumption. Any-
where you go you will see that wheat has not had a fair chance.

By Mr. Lucas:

Q. Was there a larger consumption of wheat in 1932 when prices were so
artificially low, the lowest they have been for three or four hundred years?—A.
The rise we have had in prices, a large part of the rise largely ecame about
when the dollar was revalued to 59 cents. When gold went up the dollar went
down, and the graph will show the price of wheat went up just about exactly
the same way as our money went down.

Q. The question I asked was; was there greater consumption in 1932 when
prices were so very low?—A. I do not understand there was a great deal of
an increased consumption at that time.

Q. So low prices did not affect it?—A. Yes, but you must remember the
consuming countries were not getting cheap wheat; they were getting very dear
wheat on account of this terrific tariff. The consumer was not getting it. We
had it at his door but he could not get it.

ek
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By Hon. Mr. Stewart:
Q. Those tariffs were added to the wheat?—A. Oh, yes.
Q. Of the consuming world?—A. Yes, $1.62 gold in Germany and $1.75
in Italy, gold, 85 cents in France.
The CuAmRMAN: Nearly $3.
The Wirxess: Nearly $3.

By the Chairman:

Q. T have just one word—I am sorry to keep you. At what price would we
have to sell our wheat to compete with Argentine at the present time, having
regard to exchange control and the various matters you have mentioned?—A. I
1("111_\ believe that we would sell a lot of wheat at 75 cents.

Q. In competition with the Argentine?—A. Yes.

Q. Mr. Richardson— —A. They will only take their requirements.
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Q. Tam pomtang out to you the season is over in Argentine and Australia.

When will their next year’s crop come in?—A. It won’t be until—

E Q. Until when?—A. They will start cutting, I think, in the last part of

*November but they won’t be shipping wheat until December of January.

: Q. Will there be any wheat shipped from Australia before January ?—A. No.

Q. Nor the Argentine?—A. No.

Q. They have practically denuded themselves of all their wheat on hand?

- —A. Yes.

Q. So that whatever chance we have to sell wheat will be between now and

- that time. The most optimistic hope I have since I heard you here is when you

~ say you are not willing to begin yet to take possession of our wheat at the price

- you have mentioned. It seems to indicate that you believe somebody is going to

make some money between now and the time the Argentine wheat comes in.

- Hon. Mr. StewarT: Don'’t be deluded again. This is a story we have heard
since 1930.

The Wirness: I want to justify what I have said.

Mzr. Varrance: All we need is to have four others like you to take up the
50,000,000 bushels at 75 cents. s

By the Chairman:

Q. There is no wheat available in substantial quantities in the two competing
countries, Australia or the Argentine, at the present time, and will not be until
- next year?—A. That is correct.

Q. Whatever chance Canada has to sell wheat, that chance is between now
- and then?—A. Yes.

.~ Q. When Broombhall estimated what the consuming countries would take, and
~ whatever they fell short of that he put the blame on Canada, which is a cheap
- and easy way of doing it.

' Hon. Mr. StEwart: No.

The Cramrvan: That is exactly what happened, and everybody knows it.
Hoen. Mr. StewArT: That is not a fair statement to make.

By the Chairman:

Q. Mr. Richardson, I will put it to you. Broomhall’s first statement had
576,000,000 bushels the consuming countries would require, then he reduced
that down to 522,000,000 'buthels" -A. 544,000,000 bushels.

Q. 544,000, 000 buchek should say; and he deducted the difference in
allocations off Canada.

Hon. Mr. Rarstox: No, he did not.

Hon. Mr. Stewart: Mr. Ralston suggested that.

Hon. Mr. Raustox: I suggested that to be absolutely fair.
£ The Caamman: No, he estimated Canada would supply 200,000,000, but in
& August 288,000,000 bushels. In his first statement he said Canada would supply
288,000,000 bushels. He then revised his estimate to 200,000,000, and the
= difference between the two he takes mostly from Canada.

' Hon. Mr. Rarston: He does that because Canada has not supplied it.
The Caamrmax: That is not it. Canada’s chance to supply it comes only
. now. Canada’s chance to supply it will come in the next few weeks.

The Wirness: I think the estimate he has made in regard to Canada will
again have to be revised downward.

By, the Chairman:
Q. The 200,000,000 bushels?—A. Yes.
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Q. Where are the importing countries going to get their wheat if not from

the Argentine and Australia?—A. Well, last fall one of the things that surprised &

us was the long tail that a crop has when it is all sold out. If the price is a little
bit satlﬁfactory they can be pushing wheat all the time. The Argentine dis-

appointed us very much last summer and fall. They kept contributing to the
world’s ahlpments week after week, and of course, they explained the crop had

been underestimated for that year, the previous year. But they kept throwing

it on. I think that now Argentine and Australia cannot hope to give us very
much competition; they cannot continue to keep it up indefinitely.

Q. They have neither storage nor line elevators in the Argentine, but they

are talking of building some. They have not them there yet, and Australia ships
in bags.

By Mr. Vallance:
Q. The estimate of Broomhall was put to the crop year, July, 1931?—A. Yes.

~ The CramryMan: He is not taking any estimate as to what is going to happen
to the necessities for wheat during the months of August and September.

By Mr. Perley :

Q. No doubt, as an expert, you would last fall be looking for quotations on
wheat. What was the best price you were offered last fall from any source?—A.
We were doing a little business all the time; we had to do it to live.

Q. What is the best price you were offered based on Fort William?—
A. Look at the market in Winnipeg. That is the price we were selling a little
bit of stuff at. We never send out less than $80, $90 to $100 in cables a day
and day by day we have to do a little business. Sometimes the business was
small, but we were doing a little business on the market.

Mzr. VaLraxce: Market value.
The Wir~ness: Whatever it was, but it was small.

By the Chairman:

Q. Is there anything else you desire to say, Mr. Richardson?—A. If that is
all, T wish to say this: I notice in Mr. Milner’s examination, page 79, Mr. Lueas
referred to evidence I gave before the Agriculture and Colonization committee
in 1931 stating that he understood I had suggested the desirability of putting
some muscle under the market. I would like to quote from my evidence in
1931 just what I said at that time. Shall I read it?

Q. Yes, read it.—A. All right.

I believe, in the first place, that the market should be allowed to take
care of itself absolutely; but I would not say that under certain condi-
tions in the world there might not be a situation develop where we would
be justified in injecting a little musele into it temporarily. Now in the
grain business we have never found it profitable to look too far ahead
but we have found it profitable to be ready to move quickly. And the
machinery is all ready there. If it is desirable to do this I certainly would
not put a prop under it that would stop us making our normal, reasonable
contribution to the world’s imports during the period of the year when
the world looks to us for its supply. After Christmas it looks to the
southern hemisphere. If we do not sell a reasonable amount of wheat
before Christmas so that we may feel reasonably comfortable, we become,
after Christmas, anxious sellers, when the Argentine and Australia are
also anxious sellers.

Q. In view of that statement, could you say if the present surplus, the
surplus at the end of September, were held off the market, what your estimate
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of the price of wheat freely moving in the world’s markets would be—the Cana-
dian price to the farmer?—A. Well, anything I might say might make me look
very foolish a little later on. g

Q. That is a fair answer.—A. Because the crop of the northern hemisphere
is not yet assured. All we can say is from the present outlook or what we
think. If you ask me as a merchant what I think right now, I would say that
I think we would do quite a nice business at 70 cents. However, I might
entirely—I might have to qualify that very considerably a little later on. But
that is the way I am disposed to feel now, that we could sell quite a lot of wheat
at that price.

Q. If October options were on the board, and they are not on the board?—
A. No.

Q. At the present moment, you would be disposed to bid 70 cents for wheat
to-day?—A. If we were sure we would not get 200,000,000 bushels.

Q. I mean if the 200,000,000 bushels were off the market?—A. Yes. Of
course, if the northern hemisphere—it all depends on how the northern hemis-
phere comes through. If the crop of Europe was short, it would be very helpful
to us.

Q. Until this year, in all the previous years or many years previous except
this, you had October options on the board and you were bidding on them?—
A. Yes.

Q. And ou think that it is a factor to consider?—A. Yes.

Q. That is the reason I asked you what you would bid for October options
on the crop, as is always done on a crop, sometimes before it is up. I wanted
to know. You answered me by saying 70 cents.—A. I think we could do
business there. I think so.

Q. And with the flow of wheat into the market and with the rapidity at
which it has been moving in recent years by reason of railway and elevator
services, it would come into Winnipeg by the millions of bushels?—A. Yes.

Q. And that would have the effect that it always has, unless there is
somebody to look after it, namely, of lessening your price?—A. It might have,
unless the demand is good enough. I have seen it advance in very fast
deliveries.

Q. During the war time it did.—A. But, of course, our system of mer-
chandising depends on our starting to sell our wheat as soon as it goes into
the ground. We start in and sell any time they want it. We buy in Winnipeg
and sell it there any time we can make a profit, which is immediately it goes
on the board. Our system depends to a large extent—we like to have 25, 30 or
40 million bushels of wheat sold before the whole crop comes on to the market.
But if the whole crop comes in on us with but a little of it sold in advance, the
market does not function as satisfactorily.

Q. Well, you know the condition of the market at the moment, the world’s
markets at least?—A. Yes.

Q. And what the position is. Assuming you had a normal carry-over of
70 millions or thereabouts, you say that you feel you could get 70 cents for this
year’s crop to start with, for October?—A. I believe I could sell some. I don’t
know how much.

Q. Then you would bid less; how much less?—A. I beg your pardon?

Q. If you say you could sell some, how much less would you bid for it?
What the traffic would stand, I suppose?—A. Well, I think if we made a cent
a bushel we would be so surprised we would not know what to do. We have
not made a cent a bushel in a long time. We are selling cargoes of grain now

on which we get on the telephone with the European people, and try to make
896—4
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a quarter of a cent, and get off without selling the cargo and we have to pay
for the phone conversation. But the business is worked on the condition they
do nothing but export business. If we can get a cent a bushel out of it and get
volume, we are very pleased, and we will work very hard to get all the volume
we can on our books.

By Mr. Porteous:

Q. You will be satisfied with $20,000,000?—A. If we can get a cent a bushel
on it.

By Hon. Mr. Ralstoni'

Q. What does a 70 cent basis, Fort William, mean to the producer?—A.
Well, you have got—

The CHAIRMAN: 55 cents.

The Wirness: You have got the average freight rate of about 12 cents, if
he puts it on the car himself, and he has got a cent a bushel commission charges.
That is 13 cents. If he handles through an elevator, there is about 4 cents
straight price to take off that. About 17 cents.

The CrARMAN: There is the special point, of course, that it is No. 1 that
we are dealing with, and the freight rate is just the same on No. 2 as it is on
No. 1.

The Wirness: Yes.

By the Chairman:

Q. The spread in price between No. 1 and No. 2 is how much, normally ?—
A. 3 cents.

Q. That is what I thought.

Hon. Mr. Stewart: It is always wider when the grain is lower in price.

The CuarmaN: Yes, quite so.

By the Chairman:

Q. I suppose that would mean somewhere between 50 and 55 cents to the
producer, taking the average quality of his crop that he could sell?—A. Yes.

Q. Depending on how much he keeps on his place for seed and that sort
of thing?—A. Yes.

Q. All right.

By Mr. Lucas:

Q. Are you familiar with the method by which Australia has been selling
her wheat?—A. Well, in a general way.

Q. I believe they have a futures market?—A. Australia has no futures
market. ' They could not very well have a futures market. The three states
have got different guage railroads. The wheat they grow is of the same class
or variety. They have only got a small amount of wheat anyway, only as
much in the whole of Australia as Alberta grows. They are two months away—
about 12,000 miles away from their customers. That grain is put afloat and
sold on the ocean while it is in transit; and as far as hedging goes, the Liverpool
market is used to hedge it. That is the way the grain is marketed there.

The CuamrvaN: Has anybody else any questions? Mr. Smith is here, and
I thought that possibly we might be able to get out of the House this afternoon,
say some time after four o’clock. Would that be agreeable to the gentlemen
of the committee? Then we could hear Mr. Smith. I do not say four definitely,
because no one can tell, but we will try and see that you are advised.
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Hon. Mr. Ratston: Would you say 4.30, unless otherwise advised?
The CuAmRMAN: You had better come up if you possibly can.
Hon. Mr. StewArT: You had better say 4.30.

The CuamrMAN: We will say 4.30 unless otherwise advised, if that is satis-
factory to the committee.

The committee adjourned at 1.25 p.m., to meet again at 4.30 p.m.

AFTERNOON SESSION

The Committee resumed at 4.30 p.m.

The Caammman: All right, Mr. Smith.

Mr. RicuArpson: Before Mr. Smith goes on, may I say a word.

The CHAIRMAN: Yes.

James RicHARDSON, resumes the stand.

The Wrrness: The question arose this morning about when the peg was

put into the market last fall, and I have here a copy of the official notice sent
out by the Winnipeg Grain Exchange, which I would like to read and file:

November 1, 1934.
Notice

On and after November 1 the minimum prices on futures contracts
for wheat for December delivery shall be 75 cents per bushel, and for
May delivery 80 cents per bushel, and until further notice no trades in
these contracts shall be made below these minimum prices.

By order of council passed October 31, 1934.

SECRETARY.

By Hon. Mr. Ralston:
Q. That is still on, is it—A. The peg has been moved now from the May
to the July. ;
g Q. The peg has never been off since November 1?—A. No, the peg is
still on.
Q. Can you tell me in that connection when the peg was put on in 1933.
I understand there was a peg for a short time in 1933?—A. T am sorry I have
not got that information. This morning I read from a statement of carry-over
which I intended to file, and I should like to file this statement.

By the Chairman:
Q. Where did you get it?—A. T prepared it while I was here. It is largely
Sanford Evans and Broomhall figures.
Q. We have our own statistician figures as to carry-over?—A. I have made
this just a little different. I read from part of it and I want to file it.

Hon. Mr. Stewart: Part of it has been entered as evidence, Mr. Chair-
man.

The Cuamman: He spoke of it. We have taken the Dominion statistician‘s
evidence as being accurate. I have not seen this.

The Wrrness: I think you will find these all accurate.

« By Hon. Mr. Ralston:

Q. What is the difference between it and the way the Bureau of Statistics
makes it up?—A. I have here the world’s shipments; Canada carry-over, August
896—4}



150 : SPECIAL COMMITTEE

1; total crop, Canada; Canada total crop and carry-over; required seed, feed
and home consumption, Canada; balance available for export; Canada, amount
actually exported; Canada and world’s shipments; Canada’s percentage shipped
of exportable surplus.

Mr. Porrrous: Prepared by years from 1924, 1925 up to date.

By Hon. Mr. Ralston:

Q. Prepared from sources of information which you consider to be
accurate?—A. Yes, sir; these are sources of figures secured from Sanford Evans.

The Cuamman: We do not regard Sanford Evans as being as important
as the Bureau of Statistics.

The Wirness: I think statistics are all the same. We calculate percent-
ages.

The Cuamrman: We have percentages given by Broomhall as against that.

-

By the Chairman:

Q. Have you American wheat there?—A. We calculate percentages, that is
the only difference.

Q. Have you American wheat?—A. No, this is Canadian wheat.

Q. The carry-over we have been using is a statement of wheat in the
United States unsold, and that is used as part of the carry-over?—A. That is
all in these figures.

Q. That 1s what I asked you?—A. The total Canadian wheat in all posi-
tions.

Q. It includes American wheat?—A. It includes Canadian wheat in the
United States.

Q. That is what I meant by “ American wheat.” There is no reason why it
should not go in quantum valeat?—A. Someone asked me this morning to
produce evidence I referred to on Friday in regard to the statements made by
pool leaders indicating foundation upon which organization was operated, and
that question was asked— :

Hon. Mr. Rarston: You stated you had correspondence in your file?

The Wrirness: I have it here. I would like to file these copies.

Hon. Mr. Ratston: Read them. Have you copies for all?

The Wirness: Yes.

Mr. PortEous: What is that?

By the Chairman:

Q. Mr. Richardson, I must say I cannot understand your figures. You
show the amount required for seed, feed and home consumption in Canada
for the year, 1924-25 to be 110,000,000 bushels and you show the same for every
year following. What reliance do you expect me to put on that, taking into
consideration the increased population you spoke of this morning and the
increased acreage. Even though you spoke of that you still put 110,000,000
bushels for every year since 1924-25?—A. Well, the figures speak for them-
selves.

Q. They certainly do.—A. They are figures that have been estimated, and
there is no very great variation in ten years.

Q. Do you mean to say there is no variation in ten years?—A. Not a great
variation.

Q. You want me to believe there is no variation in ten years in the amount
required for feed, seed and the home consumption in Canada, the perioﬂ of ten
years from 1924-25 to 1934-35. You have used the same figure for every year
in your ten years?—A. Yes, I have used the same figure; the figure is apparen
there. ,
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Q. Of course it is?>—A. That is the estimate. There may be some little
variation in it, but I do not think any variation that will seriously affect it.
That is an estimate, always, anyway.

By Mr. Vallance:

Q. Has our acreage increased from year to year in the last ten years?—A.
1924-25, some little variation in the acreage.

By the Chairman:

Q. What quantity is required per acre for seed?—A. About a bushel and
a half.

Q. An increase of 2,000,000,000 in acreage for ten years would mean
3,000,000 bushels alone for that one item?—A. That is not a very serious
addition on that whole figure.

Q. I am just asking you?—A. I do not think it is an estimate that can be
made within two or three million bushels of what we use for seed, feed and
home consumption. These figures were made up in the hotel, and I just took
them as an estimate.

By Mpr. Porteous:

Q. In some years there is nearly twice as much wheat used for feed purposes
as other years. In some years there is quite a spread between coarse grain and
wheat. In some of these years there would not be a large spread, but it would
still have almost the same per pound?—A. These figures are all based on
110,000,000 bushels for all these years. If you want to qualify it in any of
those years it won't affect the figures greatly anyway.

By Hon. Mr. Ralston:

Q. You mean, it might vary 10,000,000 bushels and still not affect the
ultimate figures shown by the statement?—A. Yes. I thought a presentation
of those figures would be valuable and I just took that estimate, which is the
one you have now. :

Hon. Mr. STEwART: As a matter of fact, you were only estimating as against
the statistical requirements, were you not. I have always heard the need was
about 100,000,000 bushels.

The Wrirness: Well, taking it a little more than that now.

Mr. Varrance: I think in reply to Mr. Porteous’ question we have always
found that a certain amount of wheat is fed to pork when it has been profitable
to feed pigs. In the last few years because of the reduction in production in
the price of hogs we haye not been feeding wheat.

Mzr. Porreous: Other things enter into it as well. If there was low grade
wheat in those years it would be very low in price and would compare more
favourably with coarse grain.

The Wirness: All I show here, Mr. Chairman, is a statement I was asked

to provide in connection with statements made by pool leaders. Shall I file
it here, or do you wish me to read it?

The CraammaN: Well, I don’t know. I should think that would be an
unnecessary thing to file in this inquiry. We were not talking about the pool
leaders. These men are not going to be called here to defend themselves; and
i{f thel:i is any reason why you should make an attack on them here, I don’t

now it.

The Wrirness: Well, I have stated that part of our difficulties were with
the pool, that their theories were founded on the false basis that they could
dictate prices to the consumer, and that I understood this complaint had been
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disputed by the pool leaders, and that if T were asked to do so, I could provide
evidence quoting them on the subject, and I was asked this morning to provide
those quotations. I do not want it stated that I was asked to provide them and
I was not able to.

The CuarMAN: Who asked you to provide those quotations?

Mr. VaLtance: I drew his attention to the fact that he had made a state-
ment about them, on his file; and I thought it was only proper if he was making
the claim, that he should have an opportunity of producing them.

The CuAmMAN: I do not think any committee should decide that Mr.
Richardson is going to utilize his position here as a witness for the purpose of
making an attack against a lot of people who are not being summoned to defend
themselves. I cannot see, myself, what interest we have in it.

Mr. Variance: All right.

The CuarmaN: I cannot see what interest we have in the past statement,
ten or twelve years ago, made by pool leaders, so called. This propaganda has
been sent broadcast over the country anyhow. What do you think, gentlemen?

Hon. Mr. StEwART: I have no interest. My only interest is to protect the
producers. -

The CuamrMAN: This has nothing to do with it.

Mr. VaLLance: All right. Neither have I.

The CramrMAN: What do you think, Mr. Ralston?

Hon. Mr. Rauston: I have not read it. But if it has anything to do with
the general policy, or gives any information as to the policy we should adopt or
as to the result of the past policy, it seems to me that it is relevant.

The CuamMan: All it is is an attack against the pool leaders.

The Wirness: It is nothing, practically, except statements they have made.
By the Chairman:

Q. Including Mr. Sapiro?—A. Yes.

Mr. WiLis: I do not see how whatever they could say would have any
effect upon the grain board of 1935.

The CrAIRMAN: No.

Hon. Mr. StewarT: Except this, there is a proposal in the present bill to
pool wheat.

Mr. WiLnis: I would submit that the present system neither supports the
pool idea nor the open market idea.

Hon. Mr. Stewarr: Well, I think perhaps, as a lawyer, you have arrived at
a pretty sound coneclusion with regard to the bill.

Mr. WiLnis: Thank you.

The CHAIRMAN: Is there anything further? I should think for the moment
we could leave the statement on the table and decide whether or not it will be
evidence. I think, at the moment, it is not. It is not a matter of importance.

The Wrrness: My only thought, Mr. Chairman, is that I am prepared to
produce the evidence. That is all.

The CramrmMan: Well, you have produced it. Is there anything more you
desire to say?

The Wirness: That is all.

By Hon. Mr. Ralston:
Q. You have produced it?—A. Yes.

The CuAmrMAN: But we need not put it into the record until we think it
as properly admissible as an exhibit. Mr. Smith is the next witness. Mr.
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Pitblado, you said you had some other witnesses coming here, or who might
be here? ;

The witness retired. !

Mr. Prrerapo: I don’t think so. I have been trying to shorten this up, at
the request of everybody; and I think, as far as I can tell at the present time,
unless something develops, that Mr. Smith is the last grain man. There may
be something later that somebody may want to state, but they will have to
speak to you as Chairman of the committee.

The CuAlrRMAN: Has the committee anybody else in mind, outside of the
witness Mr. Ralston spoke of?

Hon. Mr. Rawston: I have not, at the moment.

The CuHAIRMAN: I mean, any of the committee? How about you, Mr.
Lucas?

Mr. Lucas: I understand the pool men are here.

The CaamrMAN: I got a letter from Mr. McLeod saying that they would
come. Have they come? I have not seen them.

Mr. Lucas: I think so.
The CuARMAN: Mr. Finlayson tells me that two of them are here.

Hon. Mr. Rauston: I don’t think I have anybody else; I mean, other than
Mr. Melvor, and that information we have spoken about.

Sioney T. SmitH, called.

By the Chairman.:

Q. What is your name?—A. Sidney T. Smith.
Q. And you reside in the city of Winnipeg?—A. Yes.
Q. And you are president of the Reliance Grain Company?—A. Yes.

Hon. Mr. Rauston: May I ask Mr. Smith what Mr. Milner’s position is;
I mean, what the name of his company is?

The CHAIRMAN: Yes.
The Wirness: He is president, I think, of N. Bawlf Grain Company.

By Hon. Mr. Ralston:

Q. They are exporters?—A. No, they are country elevator and terminal
operators. :

By the Chairman:

Q. Now, if you have a statement to make, Mr. Smith, we would be glad
to listen to you—A. I have a brief statement which I would like to read, Mr.
Chairman.

By Hon. Mr. Ralston:
Q. Have you any copies?—A. I have one.
The CuAarRMAN: Proceed, please, Mr. Smith.

The Wrrness: Mr. Chairman, I have listened with very much interest, to
the various statements that have been made to this committee, and to the
proceedings of the committee in general. Much ground has been covered, and
there is no need that I should take up the time of the committee with going over
that ground again. I wish, however, on behalf of the company I represent, and
on my own behalf, to register my distinet opposition to the bill, and to suggest
an alternative.
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Before proceeding to state these views, I would like to mention that, while
the country is faced at the present time with a very serious situation, in con-
nection with the problem of marketing the large unsold volume of wheat in the
hands of the government agency, the situation is not so entirely hopeless as
many people seem to think. :

Mention has been made of the fact that there is a visible supply of wheat
in Canada at the present time of about 200 million bushels, and that present
prospects are that Canada will raise, this year, 400 million bushels.

I would like to point out, Mr, Chairman, that in June, last year, Canada
had a larger supply of wheat on hand than we have now, and that the prospects
at that time were encouraging also, that we would raise a crop of approximately
350 to 375 million bushels. It turned out, however, that owing to adverse crop
conditions, which cut down the yield we only raised a crop of about 275 to 285
million bushels. During the period since then, we have not only disposed of this
- crop, but we have reduced the carry-over from previous crops slightly, and I
estimate now, that by the end of July, this year, we might quite easily show a
reduction in the visible supply, as compared to last year, of 30 to 40 million
bushels, so there has been at least something accomplished during the past year
by way of reducing the surplus.

You are aware, Mr, Chairman, that I have, generally speaking, always be-
lived in, and supported the stabilization opera’mons of the government. I
beheved and still believe that, in view of the very serious situation which faced
the country in 1930, and conditions which have since developed, not only in
Canada but in the whole world, it was absolutely necessary for the government
to come to the aid of the wheat producers and help them to secure a reasonable
price for their wheat. The government operations in the market have, in my
opinion, been of inestimable value to the wheat producers of Canada. But in
some way, instead of considering this as a form of subsidy to the producers, the
idea has developed that these operations should be conducted without loss to the
government, and an attempt has been made to hold the markets on a higher
level, and at higher prices than the importing countries of the world were willing
to pay, with the hope that they would eventually come in and pay these prices.

I confess that, in common with many others, I agreed with Mr. McFarland,
last fall, that world conditions warranted the expectatlon that there would be a
large and increasing demand for our wheat from that time on, and that the
visible supply would be reduced to under 100 million bushels by July 31, 1935.

By Hon. Mr. Ralston:

Q. To how much?—A. To 100 million bushels.

Prominent and widely recognized wheat statisticians estimated the require-
ments of importing countries for the crop season at 580 million bushels, of which
it was expected that Canada would require to supply a substantial share.

There had been a disastrous failure of crops in the United States, and it
was estimated that large quantities of our wheat and feeding grains would be
required there, The whole picture was an encouraging prospect for selling large
quantities of Canadian wheat, but these expectations did not materialize, and
it has become increasingly ev1dent during the past few months, that, coupled
with the stabilization efforts of the government a sales poliey should be enacted,
with the view of securing a larger proportion of sales of Canadian wheat in
importing countries.

However, nothing can now be gained by thinking of what may have been
done or should have been done. The question is, what are we to do now?

Before answering that question, I would like to state that while erop pros-
pects in Canada are at present favourable, we must remember that many things
may happen before the crop is harvested. In the west, we are always hopeful
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~ about erops and everything else and you have no doubt heard the statement that
we will have a good crop if the grasshoppers do not get it; if hot winds do not
scorch it in July; if it is not hailed out; if black rust does not oceur; or an early
frost in August, or rains during the harvest. The crop in western Canada is not
made until it is in the granary.

Also, let us keep in mind that recent report from France, Italy and North
Africa indicate that they will have much smaller crops this year than last year,
and, therefore, we may have larger markets for Canadian wheat if we are will-
ing to meet the competition of other exporting countries.

It has been said that Canada has lost some of the markets for our wheat.
The principal countries in which we have partly lost our markets are Germany,
France and Italy, and the reason for this is well known. When the pools began
to operate, they made the claim that, on account of the high quality of our
wheat, and for other reasons, they could raise the price of wheat by so-called
orderly marketing, and compel buyers of wheat to take it at prices dictated by
- them. Furthermore, they began a propaganda for the establishment of an inter-

- national pool, in which they expected to join the exporting countries such as
Argentine, the United States, Australia and Canada, in an international agree-
ment for the establishment of a policy such as they themselves had inaugurated.
The fear of this combination of international exporters holding them up caused
the European countries mentioned, and others, to increase production within
their own countries, and thus to be as independent as possible of outsiders. It
is true that the movement thus to increase production within their own countries
had begun before this, but I say that the fear of being held up in the manner
indicated, caused them to redouble their efforts, and to increase their production
by subsidies, tariffs, milling restrictions, etc. Furthermore, the sales policy of
the pools met with resistance in importing countries, and this was so apparent
that when Mr. John McFarland took control of the situation, he closed all the
selling agencies of the pools in Europe and the United Kingdom, and began to
work again through the regularly established channels of the trade, in selling
the accumulation of wheat which was in the hands of the pool at that time.

I have already stated that the important question now is: How may this
situation be handled to the best advantage for Canada, and in particular for
the grain producers of Canada.

The Government evidently think that it might be handled by the creation
of a compulsory grain board to take over the holdings of the Government and
to market future crops. It is proposed that this Board shall have control of
the entire marketing and handling of grain, and make it impossible for any
individual to handle grain, excepting under such conditions as may be imposed
by the Board, from time to time. This would, of course, result in the closing
of the Winnipeg Grain Exchange and the futures market operated there,
substituting therefor, monopolistic state control of the grain business, with the
consequent disappearance of private and individual trading and initiative.
This bill is not the answer to the problem, and I desire to register my
opposition to this proposition. As an alternative, I suggest that a Board of not
less than three men be set up by the Government to take over their present
holdings of wheat, and to continue the policy of handling this business through
the open market, in the same way as Mr. McFarland has done, with the
addition of a definite sales policy, which apparently has been lacking.

It would in my opinion be a good idea to establish a fixed minimum price
and if wheat reached that figure and there were no other buyers the govern-
ment agency should take the wheat offered but would continue to sell wheat
at international prices and if the international price were higher than the
minimum price the board would, of course, not require to make purchases.
I do not suggest that this Board attempt to dispose of the accumulation of
the past five or six years, by dumping it on the market, and thereby risk a

T R A
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chaotic break in prices, but I suggest that there be a stabilization policy,

through the open market, and that this surplus wheat be fed into the market,

from time to time, as conditions may permit. S
It cannot be expected that the accumulation of years can be disposed of

in a few months, without serious consequences to prices, but it is my opinion

that this accumulation can be gradually disposed of, in connection with
marketing, at the same time, the current crops. It might take three or four
years,—it might take less time, but the thing can be done through the- estab-
lished channels of the grain trade, which alone has the experience necessary
to do this in the most efficient manner. ;

The prices at which the Board will sell, from time to time, must be decided
from conditions as they arise. It will likely be necessary to buy wheat in the
open market, at certain times, in order to prevent the market going lower than
the Board may think it should go. But it will also be necessary for the
Board to keep selling wheat in the open market, at such times as are necessary
to fill the requirements of exporters and millers, whose business it is to develop
trade and sell to the markets of the world in competition with other countries.

I will sum up my remarks by saying, that I am entirely opposed to the
compulsory features of this bill:

1st: Because I do not believe that the majority of the farmers of Western
Canada desire to be compelled to market their products, through any compulsory
scheme of this kind. Recent results from attempted compulsory market schemes
have already demonstrated this fact. I do not believe that any large percentage
of the farmers of Western Canada are in favour of such a scheme as this bill
proposes.

2nd: I decidedly object to the confiscation of the use of my property, under
the provisions of this bill. T would be in the unfortunate position, in regard to
my property, of having nothing left but the title,—whatever good that might be
to me, seeing that I could have nothing to say about the use of my property.

By the Chairman:

Q. Mr. Smith, you have not very much to say now under the Grain Act,
you have got to take any wheat that is offered to you and you get a certain
fee fixed by the Grain Act?—A. Yes, that is right.

Q. You have got to take any grain that anybody has to offer so long as
your elevator is not full?—A. Yes, but I at least know the conditions under
which I am working now. >

Q. You would know them in the same way?—A. This bill does not provide
for the conditions under which I would operate.

Q. I said the other day what I assumed would be understood, that you
would work for wages. You said that you were familiar with Mr. McFarland’s
operations?—A. Yes.

: Q. How long have you been familiar with them?—A. I have been generally
familiar with them since the time they began; not in an intimate way, of course,
but in a general way. ,

Q. Latterly you have been familiar with them much more fully than you
were at the beginning, I take it?—A. Yes. }

Q. And I think Mr. McFarland has talked matters over with you from time
to time?—A. Yes.

Q. And what criticism had you to make—there seems to have been a lot
of discussion taken place about selling here—what criticism had you to make
about lack of sales of wheat?—A. Mr. Chairman, from time to time when we
discuss these matters personally, Mr. McFarland and I, I mentioned that I
thought it would be good policy to put a little wheat into the market at such
times as there were export bids and export demand to take it; and outside of
that criticism, or in such measure as it perhaps has not been done, I feel that
that would have been a wise thing to do more freely than was done.
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- Q. Tt was not done quite as freely as you think it might have been done,
is that the way to put it?>—A. Yes, that is the way I feel.

Q. You did a substantial export business during the last few years?—A.
Yes, sir.

’Q. And you are of course familiar with the Argentine prices; and you
mentioned that the countries where it is difficult to sell wheat are Germany,
Italy and France?—A. Yes.

Q. I think you have exported some wheat to all these countries?—A. Yes,
we have. ;

Q. During the last year what has been the difficulty about exporting to
France?—A. Well, the difficulty in France has been with us, a lack of any
large demand?

Q. Quite so. France is an exporting country, is selling at the present
time?—A. Yes.

- Q. And any wheat that we sell to France takes the place of wheat that
they export?—A. That is right.

Q. In other words, they do not allow it in at all; that is the short way
to put it?—A. That is right.

Q. Germany, I think you heard Mr. Richardson say while you were here,
I think you heard what he said about that—Germany has not been buying
from any country lately?—A. No; unless—I heard of some trades that were
going to be made. The difficulty in Germany is that we cannot get paid for
what we ship there.

Q. The difficulty being the exchange situation?—A. Yes.

Q. And, Ttaly; what was the trouble there?—A. The difficulty in Ttaly
was also a lack of demand and the difficulty of getting terms properly arranged
to complete deals. Some of the big exporting firms I understand were selling
it there on credit.

Q. Which made it a simple question: I intended to ask this of Mr. Richard-
son but did not; wheat is sold as a cash deal, is it not?—A. Yes.

AQYThat is, you attach sight draft to bill of lading; that is the usual policy?
=X Yo

Q. Then lack of demand in Ttaly is the primary difficulty?—A. Yes. .

Q. You know, Italy has not been getting any wheat from North or South
America to speak of this last year or two?—A. Some, I think.

Q. Have you the quantity, relatively?—A. It is largely coming from the
Roumanian countries, I think; I mean, the South of Europe.

Q. The Danubian and Roumanian sections of the country?—A. Yes.

Q. You have read the proposed bill and you disagree with the compulsory
features of it?—A. Yes.

Q. If the government is to stabilize prices and leaves the open market
to operate it seems to me that there would be no incentive to get a price
exceeding the minimum on the one hand, and there would be the difficulty
of fixing the minimum on the other; how would the government get over that
difficulty ?—A. Well, it is hard to face these difficulties before we come to
'ahem, but I think as they arise they will indicate to the board what they should

0.

Q. Then I gather that you think a board is necessary; that is number one?
—A. Yes, I do.

Q. And I gather from what you say that you think a minimum priee
desirable?—A. To fix a minimum price.

Q. You think that the board should fix a minimum price and that the
country should absorb the difference between that minimum price and the

ri\al%{et price, whatever it might be say, less than the fixed minimum price?—
. Yes.
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Q. And the traders would get the benefit of the excess of market price
over minimum price?—A. Oh, no; I did not say that.

Q. What?—A. I did not say that at all.

Q. Well, you see, if the wheat sold at the minimum price—for the sake
of argument let us say it was 60 cents, through brokers, and say it went to
70 cents, those who sold it at 60 cents would have lost any of the benefit from
the sale price; that would enure presumably to the benefit of the trader?—
A. That would be a benefit to the man who held the wheat. The farmer was
able to sell it at the minimum price of 60 cents, or he may have held it back
on the farm for later sale. But he would get 60 cents a bushel for it anyway.
It would help to-hold it back at times and avoid such heavy offerings of wheat.

Q. Yes. One of our real difficulties in Canada is that somewhere from a
point east of and between Swift Current and Medicine Hat, we have to ship
all our wheat out through Atlantic seaboard points?>—A. I do not think that
is the difficulty.

Q. I mean, it is not open all the year around?—A. I beg your pardon,
that is right.

Q. That is right?—A. Yes.

Q. And that navigation closes at the head of the lakes broadly speaking
around the first week in December?—A. Yes.

Q. And that route is not open again from the middle of December until,
I suppose, about April 10th?—A. The middle of April.

Q. The middle of April sometime. And, between Swift Current and we
will say a little piece east of it the wheat has to accumulate somewhere where
it may be available for its shipment out of New York, or Saint John, or Halifax,
or Newport News or some of those ports?—A. Yes.

Q. That results in enormous quantities of wheat being shipped out in the
early fall?—A. Yes.

Q. In fact, the movement of wheat for a week or so after the crop matures
is really phenomenal, isn’t it; millions of bushels of wheat move through Winni-
peg?—A. Yes, it does.

Q. It is rushed with all possible speed to the head of the lakes and from
there down to the seaboard and away to the ports of Montreal and Quebec?—
A. Yes, the farmers I think want to get rid of it as soon as they can—to get
their money out of it.

Q. The real truth of the matter is that the farmers have very limited
facilities for carrying grain on their farms?—A. Well, they carry quite a bit.

Q. In the aggregate; but I mean, they haven’t any warehoyses or elevators
of any considerable extent?—A. No, they have just granaries.

Q. And they utilize largely the elevators at railway points?—A. Yes, they
do begin to bring it in there; but I think there is a lot of storage on the farm
and farmers should be encouraged to store more wheat on the farm.

Q. Knowing you, I think perhaps you have done a good deal to encourage
them to increase their warehousing. I think that has been your view for a
good many years?—A. That has been my view, yes.

Q. Then, they could take advantage of the minimum set if they thought
it desirable?—A. Yes.

Q. But, in the main they do not follow that advice, they ship it into the

market as fast as possible?—A. It seems that way, from the floods of wheat
that come onto the market in the fall.

Mr. WiLLis: They need the money.

The CuARMAN: Yes.

By the Chairman:
Q. That being so, if a minimum price were established for wheat in the
fall it certainly would not lessen the flow, would it; rather it would be accelerated
wouldn’t it?—A. I think it would lessen it.
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Q. Do you?—A. For this reason: Knowing they could get this minimum
price they would rerely sell something to satisfy their cash needs and then
they would say, we might as well hold it and sell it for what it is worth if we
can get anything more. :

Q. Have you any minimum price in mind?—A. Yes; I think the minimum
price should be fixed in acecordance with the conditions of the crop—one year
one price and another year another.

Q. Quite so; it would depend on world conditions I suppose on the one
hand, and the extent and value of the crop on the other hand?—A. Yes.

Q. Now, assume that the elevators were being used as they now are under
the Grain Act and the crop was taken to the elevators and the farmers received
for the sake of your argument let us say a minimum price, you would not
be dispossessed of your property any more than you are now; you are a public
utility now?—A. To this extent, we are a public utility now, but we are oper-
ating with a certain amount of liberty for private initiate.

Q. For what?—A. For our own profit.

Q. Quite so; that is, for buying on your own and holding and selling as
merchants?—A. As merchants, yes.

Q. Yes; then the extent to which the limitations imposed upon you under
these provisions would affect you in the manner you suggest would be that
you would not in this way be merchandisers?—A. No; and not only that, we
would not know—for instance, I do not know now when that board as set up,
what they would say to me or do to me in regard to charges or anything else.
There is no provision, I have noticed in the bill, that the charges shall be such
as are prevailing now, and all that.

Q. That is fixed by the grain commission, is it not?—A. It is.

Q. At least, they are fixed by the grain commissioners, are they not?—A.
They are, but these are maximum charges. For instance, in handling grain,
now and during Mr. McFarland’s operations, we did not get the maximum
charge in carrying our grain.

Q. But you either did it by contract within the Aect, or the grain commission
fixed it?—A. Yes.

Q. So that under this Act, as you read it, did you conclude that the Grain
Board should have the right to fix your rates? If you did you are wrong as to
that?—A. I read it that they would have the right to do anything that they
possibly wanted. They could say to me: here is what we will do; if you do
not like it you know what you can do.

Q. I tried to make it clear that it was to be subject to the provisions of
the Grain Act; and that the authority of the Board of Grain Commissioners was
not taken away from it?—A. I thought in that remark, Mr. Chairman, that
you probably meant that the rates would be fixed—that is, the storage rates
would be fixed as maximum rates, which they are now, but that would not
prevent anybody from saying, “we will not give you this; that is the most
you will get, and we will only give you half.”

Q. They would have to pay the rates that the Board of Grain Commis-
sioners fixed?—A. I shall be glad to hear that.

Q. I mean that if it is not clear in the Act, it is not intended to usurp the
functions of the grain commissioners. Now, assuming that that were so, and
that the crop were gathered in that way—I am talking of the gathering up
by the elevators—there are points at which there are ten or twelve elevators,
are there not?—A. Yes.

Q. And at the moment they operate in competition one with the other—not,
however, as to the charges which they make, but merely as to the service which
they render?—A. Yes.

Q. And as buyers of grain for the companies they represent, the various
agents ‘take their price from the same broadcast generally or from one man
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who gets the notice from Winnipeg and distributes the notice to the other eight
or nine?—A. That is true broadly, although there are often deviations from it.

Q. Broadly that is so?—A. Yes. e :

Q. Now, the fixing of a minimum price, then, would be nothing more
than fixing the price under which present time operations are carried on, because
it is the minimum price and the maximum, both, today, is it not?—A. Yes.
I think that the fixing of a minimum price as I have suggested in this brief
would work out the same way.

Q. That is that the same price be paid by different men for the same com-
modity which would be taken into elevators at exactly the same terms, they
gather the wheat under those conditions, they have to look to its transport and
distribution, its distribution would be carried out by the railways in the same
sort of way to the terminals. Now, is there any reason why, after the board
has gathered it in the manner I have indicated, through existing facilities, it
should not get all you exporters, treated as you have been, only dealing with
the board; going into the board and getting your grain and distributing it in
the same manner you have followed up during all these years?—A. You mean
is there any reason under the provisions of the proposed bill?

Q. Yes?—A. I do not read that into the bill at all myself.

Q. I see. Would that be a reasonable thing to suggest: that you and Mr.
Richardson and everybody else who is interested in maintaining your connection
with your customers abroad would get all the wheat you want from the board—
I am not talking about the price—and ship to Antwerp or England or any other
place?—A. Yes, I think it would be a reasonable thing.

Q. Now, there is the question of price. . If you have a board of three with
an advisory committee of eight or nine, would it not be possible to arrive at some
price that would be a reasonable price having regard to all the conditions to
which you refer? You have, instead of one man’s judgment—Mr. McFarland’s
—after consulting with the people around about the Grain Exchange either offi-
cially or unofficially—you have a board, and the board gets the benefit of the
assistance and advice of an advisory committee if needs be, and of everybody
else, and they fix a price. Isthere any reason why the exporters should not carry
on in that way——great flexibility in price if needs be?—A. You mean a minimum
fixed price?

Q. There would be a minimum fixed price. If there would be a minimum
fixed price for the acquisition of it that would have to be a moderately low one.
From that time on is there any reason why the exporters could not continue to
function in the same old way, dealing with the board to get their supplies at
prices which the board, after careful consideration of every factor might regard
as a reasonable price. 'What do you say as to that?—A. There is no reason why
the exporters could not buy from a board, but, of course, the profit, or the interest
in the thing would be somewhat whether they could make anything by so doing
or whether they would have their work for nothing.

Q. I will put it this way: so that they would not work for nothing is there
any reason why they should not act as the agents of the board—you see I am
looking for information and assistance—to act as agents of the board being paid a
reasonable, decent, sound figure for their services, using all the machinery and
contacts of all these years to distribute Canadian wheat to the markets of the
world?—A. There is no reason why that could not be worked out.

Q. It is a practical thing, is it not?—A. I think it is.

Q. The only difficulty you would raise right there would be how the price
might be adjusted, how the price at which you would sell would be fixed; because
Mr. Richadson said this morning that if the price is a price which will not invite
buyers it becomes, in fact, a prohibition against sales. But I understand you to
say, in the light of the conditions which did not materialize as Mr. Broomhall and
others thought they would, that possibly wheat might have been offered at a
lower price?-—A. Yes, that is what I thought.
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Q. The question of price would be the important thing to consider, if you and
" I follow one another up to this point; the question of the great exporters of the
~ country with their brokers and their ships and everything else to be able to get
cargo and charters and sell and dispose of the wheat in Great Britain, Germany,
- France, Italy and continental Europe would all be a question of being able to get
~ their supplies at a price that would enable them to meet the markets, the demand
of these prospective customers in terms of the competition of other countries?—
Yes. i

Q. That is so?—A. That is right. . :

Q. Now, you have followed the competition of the Argentine during these
years?—A. Yes, I have. : ; '

Q. And you are thoroughly familiar with the difficulties of the question of
exchange?—A. T am not thoroughly familiar, but I am fairly familiar.

Q. That is a difficulty that, since we have no common yardstick of measure-
ment, is going to continue as far as you can see?—A. As far as I can see, it is.

Q. And I think you have had real experience in trying to sell wheat in Ger-
many?—A. Yes, I did. '

Q. I do not know whether it was you or not who had a cargo at Hamburg

that you held there for some time?—A. Not quite a cargo.

: Q. No, part of a cargo. All I am anxious to get from you, if we follow one
“another up to this point, is what you would suggest as the best method by which
a reasonable price for wheat could be fixed having regard to the condition of the
producers on the one hand and the necessity of selling on the other?—A. Well,
the reason I made the suggestion in my statement to you that I thought a fixed
minimum price to the producer should be arrived at first—

Q. Yes, now how do you suggest that might be done?—A. Well, I would
think that a board charged with the responsibilities would sit down and figure
as far as they could; it is difficult to figure. .

Q. That is just what I expected you to say. It is difficult for one to project
his mind into the future in the wheat business?>—A. Yes. They would finally
arrive at some priee, so I said it was 60 cents. And the reason I say that it
should not be too high a price is because coupled with my idea is the idea that they
could always hold their wheat for higher prices if the market went higher, but
they would have a cushion at a certain price.

Q. I follow you; and, of course, what you have said is predicated upon the
assumption that the carry-over, whatever it is, will not come into competition
with that wheat during the fall months?—A. No. :

Q. That is in your mind, is it?—A. I would attack the market all at once,
but when there is a good demand push some into the market.

Q. Up to the present what Mr. McFarland has done has been: he has let
the wheat that was produced last year go out of this country without buying it—
the last year crop went out of this country?—A. Yes, the net result has been that.

Q. All the years he has been there. What has happened is that the farmers’
wheat went out of the country and he held back for the balance. That is the
right way to do it, is it not?—A. Yes.

Q. Had he competed with the farmer—when I say farmer I refer to their
wheat that went out of the country—it is obvious there would be a lowering of
the price they received for the wheat?—A. Yes, I thought of that.

Q. That is fairly obvious?—A. By his selling wheat on the market it would
reduce the general market price. It was in his mind as to what the farmer should
receive as a minimum.

Q. Now, it is difficult, as you say, to project the mind of a man or of a
group of men into the future so as to be able to determine what is a reasonable
minimum price; that is difficult, is it not?—A. Yes, rather difficult.

Q. And one of the difficulties that has been experienced in western Canada
since I went there was that in the fall, with the great bulk of wheat moving
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out of the country, naturally, because of the volume, the price became low.
That has been history; and one of the contentions made by the pools was that
by getting instalments of money there was not the same pressure for immediate
realization. Whether that is sound or not you and I need not discuss, it was one
of their contentions?—A. Yes, it was one of their contentions. '

Q. Leaving that for the moment, I put this to you: the determination of
price, as you said very properly in my judgment, although I may be mistaken,
would be the ascertaining of the world position?—A. Yes, also ascertaining, I
think, the fixed minimum price I have suggested—ascertaining from consultation
with farm leaders if necessary what is a reasonable price to expect under such
hard conditions. If there is a big quantity of wheat going to go onto the market
and the whole thing is going to slump down anyway, say to the farmer, “ we are
not going to let it go all to bits and ruin you, we are going to give you some
protection.” Just help him along this line and fix upon some minimum price
which, I think, should be fixed for the entire year.

Q. Would you favour a variation of fixed price, or for the entire season?—
A. For the entire season.

Q. Fixed antecedently to there being a great flow commencing?—A. Yes.

Q. And about the time when you know (a) the quantity of wheat pro-
duced in Canada, the probable yield, and (b) the probable world requirements
for importing countries?—A. Yes, then I would also keep in mind that the
farmer has got to have at least a reasonable support. I mean I do not think
that a man in the business of farming, if things look bad, should expeect to have
a big high price established; but, at least, he should be protected and a fair basis
be arrived at, and then left there to sell at a higher price if he himself can do it.

Q. Yes, in other words, the minimum price should be of such a character as
would, say, save him from injury by reason of the price being so low; that is
what you suggest, is it not?—A. I think he should take part of the injury of low
prices.
Q. That is what I wanted clearly. In other words, if you fix a minimum
price—I am trying to follow your suggestion of the fixing of a minimum price—
and suppose you were a member of the board and you and two others fixed the
minimum price, say, for the sake of argument, at 58 cents, you would expect
that whatever the figure was, whether 58 or 60 cents, that it would be a figure
that would return the farmer what he spent in putting in his crop and getting
it off7—A. Yes. It would give him at least some returns for his labour.

Q. And some profits?—A. Yes, a little.

Q. I see what you mean; I just want to follow you. Then in the event of
his not desiring to sell, he takes a chance on a rising market?—A. Yes.

Q. He knows there will be no falling market below that minimum price?—
A. Yes.

Q. You think, if I follow you, that should be fixed for the whole season,
from the beginning of the crop year, or the beginning of the flow at least from
the farm to the 31st of July; is that right?>—A. Yes, that is what I think.

Q. To the 31st of July next year?—A. Yes. :

Q. Now, suppose that were done and your export houses were working
away just the same as usual, only they were acting as agents for the board, that
would surely be practical in view of what Mr. Richardson said this morning as
to his willingness to do business on a margin as low as a cent a bushel?—A.
Under my scheme I would not have them working as agents for the board at
all; T would have that fixed minimum price with the open market and then if
there were a quantity of wheat bought by the board, we will say, for a price
of 60 cents, the board would sell that wheat as they might think best either by
selling themselves to exporters or they may have to sell for less, but they would
make offers to these people in that event.
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- Q. I do not want two sets of people, if I can avoid it, doing that business.
I am merely suggesting to you in the light of your very constructive suggestion,
that if the board had to take in 10,000,000 bushels at 60 cents, they should
continue to utilize the great exporting facilities that have been built up during
the years, including brokers and charter parties, everything of that sort, to
get rid of that at a time they may select as being the best time, having regard
to all the circumstances?—A. Yes.

Q. That can be done?—A. That can be done. They must sell to these men
as they come along to buy it.

Q. Mr. Richardson said he would be content in these days to make a
profit of a quarter of a cent a bushel. I hope you do not make any such low
profit as that?>—A. I would not be content; to pay my overhead charges I do
have to take a quarter of a cent, but I am not content.

Q. Suppose you take a cent a bushel. Is that a figure that appears in
recent years to be a reasonable figure?—A. A cent a bushel is, I believe, quite a
reasonable figure, a fairly high figure from my experience.

Q. Do you follow me? *We have gathered in our crop at the elevators,
utilizing public parties and paying the fees the law provides for the services
rendered according to the Act, and we have moved it out to the terminals and
the board has continued without diserimination to use the whole of the export
facilities of the country, the charter parties, charter makers and everybody else,
and they pay them the fee which is the fee they have found reasonable during
those years, and for the connection, for everything they had had to do by reason
of their age and experience, could that be feasible and practical?—A. Yes, of
course it could.

Q. Perhaps, Mr. Smith, you will tell me why it should?—A. Well, of course,
I do not see always just where you are leading me, Mr. Chairman.

Q. But, no, I am not leading you anywhere; no.

Hon. Mr. SteEwarT: We are all interested in that.

By the Chairman:

Q. I am greatly obliged to you for what you have said, because you said
you have a suggestion to make?—A. I do not mean it just in those words. I
do not see the point in view now; but what I feel is this: A scheme such as you
have just mentioned, I understand that scheme would be working under the
bill now before you.

Q. T am not arguing that—A. If such a scheme were put into force with
those ideal conditions surrounding it, and a board who would do all these things
for the handling of grain, using the present channels of trade, I do not see that
it would be unworkable at all; but I feel there is a tendency in turning every-
thing over to the government to handle finally to get ourselves into the position
where we expect that all we have to do is stand there and take directions and -
the thing will work its way out. I do mnot believe in the principle of that
monopolistic state control as compared to such a scheme as I have suggested. I
do not believe in the value of it as compared with the scheme I have suggested.

Q. So far as effectiveness is concerned, having regard to the extraordinary
conditions now prevailing, it might be equally effective?—A. I do not think,
Mr. Chairman, it would be equally effective. I do not see how a board could
pay a farmer part of his money or even a low minimum price, even a reasonable
minimum price and take away all prospeet of his making any more by trading
himself and have him satisfied, and I do not see how the grain trade would be
entirely satisfied with such a situation.

Q. I am assuming the farmer is still in the position of being one who freely
brings his crop to the elevator, nothing compelling him to do it at any given
time; he may hold it on his farm as much as he likes under that bill—A. How
would he be paid for it?
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Q. He would not be paid by anybody if he held it on his farm.—A. T mean
when he draws it in to get his pay.

Q. Then, he would get the minimum price or the fixed price, put it that
way, instead of the minimum price?—A. I do not believe there is anything
impossible in working out such a plan; but I do not think it is the best plan
in the interests of the farmer or of the country.

Q. The country’s risk would not be as great as it might be under what you
suggested?—A. I think it would be less, would it not?

Q. I think the other way about. It would be less with the plan T suggest.
—A. I think the country’s risk should be less in that we are not to assume that
we are going to face for all years to come a blank darkness in wheat production
and shipping, and that there will be years when such a board would not have
to buy a bushel of wheat.

Q. Quite so.—A. That.would let people operate on their own initiative and
do the best they could. They would only come to their assistance when there
would be real need for it.

Q. What I have said, of course, is predicated upon the carry-over, what-
ever it might be, being not made competitive against this year’s crop?—A. All
that you have been saying?

Q. No; what you have been saying to me is predicated upon the fact that
what Mr. McFarland has been doing would be continued; that is, the ecrop now
on hand, shall I say “carry-over,” would not be competitive against this year’s
production?—A. Well, what I thought could be done was that a selling policy
in connection with the present carry-over could be begun in moderation as,
from time to time, the market, warranted it. I would not put this in competi-
tion with a large crop coming in. If something happened to our crop and prices
were high, I would feed a little into thet market.

Q. In other words, the accumulated carry-over which begain in 1929, and
has been increasing since, would be fed out, depending upon market conditions,
but not so as to be competitive against this year’s crop to the destruction of
prices?—A. That is it.

Q. That is what I gather you desire to convey to me. Now, Mr. Smith,
you have been in the grain business a good many years?—A. Yes. .

Q. How manj A. T am sorry to say about thirty-three years.

Q. The lowest price that wheat ever reached in your knowledge was what
January, 19337—A. Yes.

Q. It ran down to less than 40 cents?—A. 38 cents.

Q. At Fort William. Of course, no industry could remain solvent at that
price?—A. No.

Q. That meant the farmers got 20 cents, 24 cents and 25 cents a bushel,
and in some cases less?—A. Yes, in some cases less.

Mr. Lucas: They quoted 19 cents at my station one day for No. 1
Northern.

The CuARMAN: No. 1 Northern?

Mr. Lucas:Yes, No. 1.

The CmamrMAN: Mr. Stewart mentioned he thought No. 2 went that low.
Thank you, Mr. Smith, I follow you very clearly.

By Mr. Vallance:

Q. Mr. Smith, let us get back to the storage on the farm. We are talking
about first the spread which is determined by the distance from the market
where the farmer has those storage facilities. ~ That is how it is done, is it
not?—A. Yes, I think it is.

Q. For instance, I farm at a place about three miles distant from the
elevator and it is easy for me to thresh either by combine -or machine and
deliver all the wheat to the elevator?—A. Yes.

year:
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Q. Then, you have the fellow who is probably twenty to twenty-five miles
back, who cannot do that; so of necessity he is forced to build storage places
on his farm?—A. Yes. g .

Q. And your contention is this: If you set up a minimum price that provides
for the wheat selling as it is delivered—I am not talking of the storage facilities
or the elevator—you would suggest, at least I gather you suggest if 1 deliver
that threshing in the fall, suppose it was at the minimum price, I would take
the minimum price, or are you in favour of setting a minimum price and making
the sales of the year at an average price and give the farmer the average?—
A. No; what I have suggested under my scheme or my idea was that there be
a minimum price established, a fixed minimum price, which the board would
establish that a farmer could take advantage of if he wished to. If the market
were higher or if he thought it were going higher, he would have the oppor-
tunity of selling it at a higher price. What I felt was that a stabilizing
influence in the market could insure them -that it would never go below that.
It would be an encouragement. But those conditions would only operate under
circumstances during which there were heavy or burdensome crops and it would
at least be an encouragement to the farmer to know he would not have to take
less than that, but he might get more if the market went up.

Q. I gather from your evidence here that you have read the bill. This bill
does not provide anw such facilities for the farmer as that?—A. No, I under-

stand that. That is why I am opposed to it.
a Q. That is what you are objecting to.

By Mr. Porteous:

Q. The same encouragement would ‘be given to the speculator?—A. I beg
your pardon?

Q. I say the same encouragement would be given to the speculator?—A. I
don’t understand what you mean.

Q. Well, the man buying wheat would be insured that it would not go below
that price?—A. Sure. No, it would not go below, and he might feel like buying
some and help carry the load along, and it would not go on the board, then.

By Mr. Vallance:

Q. Having regard to the point that the Chairman mentioned, there are
some points in the west where you have 6, 7, 8 and as high as 10 elevators.
Under the Grain Act as now operating, you are privileged to give storage to
the farmers free in your elevators?—A. No. I wish we were. Well, I cannot
say, because I am not operating directly in the country elevator; I am more
concerned with the export. But I understand if I gave a farmer free storage,
I would have to give other farmers free storage too.

The CuAmrMAN: There could be no diserimination.

The Wirxess: That is what T mean. I am making that point.

By Mr. Vallance:

Q. The point is this: There have been times, I know of my own knowledge,
where you have had a competitive market with various elevator companies, for
the one siding, for instance, and offered various inducements to get the wheat.
For some reason they wanted the wheat. They needed the wheat, and they
said that they would give storage space free.

The CuammaN: It is against the law. -

The Wirness: Well, I am not familiar enough with that to say positively
that it is or is not done. But I understand that if an elevator gives, under the
Canada Grain Act, free storage to some farmer, he must give free storage to
another., He could not show diserimination.
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By Mr. Vallance:

Q. The point under the Grain Act as far as storage facilities or charges are
concerned, is that there is a minimum charge or a maximum charge—A. A
maximum charge. »

Q. A maximum charge, and that you cannot go above that. But I do not
think that there is anything in the Aet to prevent the elevator company from
giving free storage. ‘

The CuarMaN: Yes. That is no charge at all. :

Mr. Varrance: Well, all right. It has been done to get control of the grain.

The Crameman: They have done it in the past, but Mr. Stewart has applied
the word “bootlegging” to it.

Mr. VaLrLance: That is not the point at all.

The Wirness: From my knowledge, Mr. Vallance, I would say that it is
not done; that is, it should not be done. If it is done, it is done contrary to
what I understand to be the provisions of the Act, that if I would store grain
for you for nothing, I would have to store grain for your neighbours for nothing.
I have to have one charge, a maximum charge fixed by the board and published
as the charge that I will charge; and if I do it for any less, I have to reduce all
my charges to-them.

By Mr. Vallance:

Q. And you would suggest, in fixing the minimum price, that you take into
consideration in fixing that, the position of every individual that is interested in
the business, from the producer to the ultimate consumer, having in mind the
volume that is available?—A. I would say that at the time a board meets to
fix a price, they should hear from all interested parties.

By Mr. Lucas:

Q. Have you any idea what price that would be?—A. You cannot project
yourself far enough into the future to know what would be fair; but such fixing
of the minimum price would only occur at a time, I suppose, when things would
look bad and look as if the market—as if it was going to be hard to market the
crop that fall. Then it would have to be figured out what would be a fair
thing under those circumstances to fix as the minimum price, and then proceed.
from that. If something happened, the market went away up for instance, the
farmers, of course, could take advantage of selling at any price they wanted to,
but they would not have to take less. :

Q. There are a great many farmers who are compelled to sell their grain
just as soon as they thresh it. It would mean they would have to take that
minimum price. If it was not a reasonable price, they would be out of the
picture for the rest of the year—A. That is what I say, I think it should be a
reasonable price in view of circumstances. I do not think a man should expect
to get a high price where he has been protected from maybe having to face
a market in which he could not sell his grain at all. But the farmers of the
country are as much entitled to reasonable protection as there are many other .
interests in the country that are. .

Q. Of course, the other interests, Mr. Smith that have protection that you
are referring to—at least, that I think you are referring to—are of no importance.
When they sell their product they have got the same price, and you are not
going to give that same protection to the farmer, as I see it.—A. I wpulfi give
him reasonable protection. My suggestion—there may be many holes in it, but
I have thought of it as far as I could—is to give him a chance to sell wherever
he can in the highest market.
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By Hon. Mr. Stewart: iy -

Q. Mr. Smith, you believe in the fixation of a minimum price yearly, based
on the conditions that you have enumerated?—A. I do.

Q- And you believe in a board?—A. I do.

Q. You do; but only this business?—A. Yes.

Q. You also believe that the board should have power to take over, as
provided in the act, the carry-over and to market whenever opportunity offers.
There are just one or two little difficulties that I seem to see, and that I wish
you would straighten up for me. I think the Chairman is a little bit alarmed
that if he allows the trade—I am now geing over into the export and sales end
of the grain business—if he allows the trade to operate untrammelled in the
export market, the government or the board will be left holding the bag so far
as their purchases are concerned, both now and hereafter.

The CuamRMAN: This year’s crop as well.

Hon. Mr. Stewarr: I am speaking of now and hereafter, as I say.

The CHAIRMAN: Yes.

By Hon. Mr. Stewart:

Q. And for that reason he proposes to put you in the position—you, the
exporter—that you cannot do that. In other words, he is going to bring you
under the control of a board holding all the grain, and utilize your services
merely for the purpose of selling the board’s grain?—A. Yes.

Q. Now, what I want to know is this: In your opinion, will that have a
tendency to destroy our market abroad and handicap you exporters in your
efforts to sell Canadian wheat?—A. I think it would.

Q. That is the point I wanted to get.

By Hon. Mr. Ralston:
Q. Are you unalterably opposed to the compulsion system?—A. I am.
The Cuamman: Unalterably opposed to what?
Hon. Mr. Rawsron: The compulsory system.
" The Wirness: As far as I can get away from it.

By Hon. Mr. Ralston:

Q. I want to ask you this, and I want you to take'it, as T know you will,
from the point of view of simply the trade itself. You said to the Chairman
that you did not consider that a government monopoly was the best plan in
the interests of the farmer. Now, explain that. What damage would it do
to the farmer?—A. Well, I think that if the farmer has got—may I explain
that a little bit? :

Q. Yes, surely.—A. If the farmer has got brains enough and energy enough
and perseverance enough to continue growing his crop and producing crops, he
ought at least to have the freedom of marketing those crops in whatever manner
he desires to market them. I do not think that a Board should be set up to
tell the farmer he has got to do this and he has got to do that, under that
compulsory system; and I don’t believe the farmers themselves want it.

Q. Well now, what makes you say that; because that was one of the
particular statements in your memorandum which you read, that you did not
consider that any proportion of the farmers themselves were in favour of a
government monopoly; on what do you base that statement?—A. First, the
personal contacts that I have had with many farmers led me to believe that;
and then the results of the schemes that have already been tried in recent
months have shown that they were not popular with the majority.

Q. What do you mean by that? What schemes?—A. I mean for instance
the poultry marketing scheme.

The CuamrmMAN: And similar schemes under the marketing act, I suppose ?
896—6 :
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By Hon: Mr. Ralston:

Q. But what effect do you think it will have on our customers, and on our
markets?—A. Abroad?
- Q. Yes?—A. I think that the establishment of a wheat board in Canada
and the closing of the open ‘market will meet with sales resistance from them,
as it has done in the past.

Q. You mean, it is serving notice on them that we propose to sell our wheat
to them at a price we designate?—A. That is what I think.

By' the Chairman:

Q. You see, that is not what is suggested, Mr. Smith?—A. I may not
understand it, Mr. Chairman; that is the way it appears to me.

By Hon. Mr. Ralston:

Q. As a matter of fact, is that the effect on the mind of the customer as
you know him, and on the foreign consumer; that it will create a notice to him
that Canada proposes to exact from him such price as we think fit rather than
to allow the forces of supply and demand to control prices?—A. Well, I think
that it is perfectly clear from what has happened in the last six or seven years
that any attempt to make him pay beyond what he considers to be the price in
the open and competitive market has led to his stubborn resistance.

Q. You have experienced that already in connection with the operations of
the Canadian Co-Operative Wheat Producers, haven’t you?—A. Yes.

Q. That has been mentioned here; you thought the price had been held .
unduly high, and that has been reflected in the hostile condition of the cus-
tomer and a disinclination on his part to take.our wheat?—A. When he thought
the price was too high and he could buy other wheat cheaper, he bought it.

Q. Has that result created a situation so that he is not so apt to come back
to us?—A. No, I think it is purely a matter of cold-blooded business on the
part of this man,

Mr. WinLis: Hear, hear.

By Hon. Mr. Ralston:

Q. And do you think, so long as we maintain a government monopoly, this
cold-blooded business instinet of the customer would be to save, and go some-
where else.

The CuARMAN: This, what?

Hon. Mr. RarstoN: This cold-blooded business instinet on the part of the
customer would be to save and go somewhere else, where such sales resistance
did not exist?

The WrrNess: If I might explain it in my own words—

By Hon. Mr. Ralston:

Q. You may explain it in your own words, certainly.—A. I believe this: In
order to do business in any line of goods, grain or anything else, there has got
to be a friendly and co-operative relationship between buyer and seller.

Q. No, you said it would have to be just cold-blooded?—A. T say, it has
got to be that, based on the cold-blooded fact that while friendship exists yet
each one is going to make the best bargain he can; that is what brightens and
strengthens the whole situation. |

Mr. VALLANCE: May I ask a qhestion?
Hon. Mr. RaLsToN: Just a minute please.
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By Hon. Mr. Ralston:

Q. Are these friendly relationships liable to be interfered with by the crea-
tion of a government monopoly?—A. In my opinion, I am only expressing my
own opinion— : _

Q. That is all you are doing, yes?—A. People will not trade with a govern-
ment monopoly or such compulsory scheme in the same way as they will trade
with individuals, because they are putting themselves more and more into the
hands of one controlled thing; whereas, if the market is open and their is
opportunity for trading and buying and selling they will be more interested
in it. .

Hon. Mr. RaustoN: All right, Mr. Vallance.

By Mr. Vallance:

Q. The question I was going to ask right there was where can a buyer go
to-day to a market in which there is not some control in that market by the
exporting nation, as in the Argentine or Australia, for instance? —A. He can’t
go anywhere where there are not some regulations; and we have not proposed
that there shall not be some regulation here. I do not propose that.

VL PR
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By Hon. Mr. Ralston:

Q. What the Argentine does is to sell at the market, isn't it?—A. Yes; I
think they have a minimum price fixed, that is as I understand it; I am not
sure, I may not be correct.

Hon. Mr. STEWART: You are quite correct.

The WitNess: And then they attempt to dispose of all the wheat they get

in their hands as best they can. When the market goes above the minimum
fixed price they are glad to take adavantage of it.

By Hon. Mr. Ralston:

Q. And if it goes below that they stjll dispose of it?—A. I think they dis-
pose of it, as they can.

Q. Do you know, as a matter of fact, that the Argentine has pretty well
cleaned their bin out, haven’t they?—A. I was meaning day to day operations,
I do not know what they did. 1 would think if they had to buy wheat, they
would feel it was all right and they would use their diseretion about holding it
until it went up. :

Q. Their policy is to hold, not to sell>—A. That is evident, from what
happened.

Q. And our problem to-day is caused, as you have indicated, because you
feel that the Canadian Co-operative Wheat Producers Limited have not per-
haps been as aggressive in their sales policy as they might have been, and you
say you so advised Mr. McFarland yourself?—A. I feel clearly that the fact
is that that is quite evident.

' Q. Yes; in reference to the Argentine system, do you know whether or not
the Argentine government has lost money through it?>—A. I do not know, I
heard they had made a little money on the exchange end of it.

Q. I mean, on the whole transaction—A. I haven’t heard.

Q. Now, let us take the Act for a minute; What do you object to in the
Act is the provision there in Section 7 (e) which provides for the board to
make advances to producers and other persons delivering wheat and to issue
participation certificates; do you object to that?—A. Yes, I do not think it is a
good system.

Q. And along with that is Section 12 which provides that as soon as the

- board receives payment in full and after deducting all expenses they make
8966}
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pro rata distribution of the money to persons holding participation certificates;
do you object to that?—A. That would naturally result from the first. I
object to the whole thing.

Q. You object to the whole thing?—A. Yes. X

Q. You think this board should actually purchase wheat when it goes
down to a certain price?—A. Yes. ‘

Q. And that, outside of standing ready to make purchases at that minimum
price they should stay out of the wheat business?—A. Yes. :

Q. With regard to elevators, and Section 8 relating thereto; I understood
you to say that you objected to that?-—A. I do.

Q. Do you think, as the Chairman suggests, that arrangements could not
be made with the elevator companies whereby they might handle the wheat
on behalf of the board in much the same way as they do now?—A. I think
such an arrangement could be made, I think anything could probably be done
—whether it is the best thing to do or not—

Q. Do you think that would be as good a way to do, that is to say, make
arrangements so that the elevator companies may handle grain as agents on
behalf of the board; do you think that is as good a system as the one you
suggest, namely the board buying wheat at a minimum price and otherwise leav-
ing wheat alone and allowing the trade to take care of it?—A. I believe the
system I have suggested is best.

Q. Do you think it is best in the interests of the farmer?—A. I do.

Q. With regard to the provisions of the Act respecting coarse grains, did
you notice that?—A. Well, my idea was that coarse grains and feed were
included in the whole thing. v

Q. Yes, that is so; but there does not seem to be any provision for partiei-
pation certificates in connection with coarse grains?—A. Well, I didn’t notice
that. 5

Q. Did you have any objection to the board taking over the coarse grain
business?—A. Yes, I do not think they should take everything over under this
compulsory scheme.

Q. You surely think that theys should take over the present over-hang
on the market, don’t you?—A. Under the scheme I have suggested I think
they should.

Q. Yes, you think they should?—A. Yes.

Q. But you do say that the over-hang—Ilet us call it that, or whatever
you like to call it—of 180,000,000 or 200,000,000 bushels which is still held by
the Canadian Co-operative Wheat Producers Limited, even though it is not
sold on the market, has a depressing effect by reason of being held?—A. Well,
that has been said a lot and I think, like any other statement, is subject to some
qualification.

Q. Make the qualification?—A. In my opinion, I think that if a board
such as is suggested took over the wheat and announced their policy that they
had taken over the wheat and set a minimum price and they were going to
put this wheat into the markets of the world, except gradually over a period
of time, it would not have that effect.

Q. It would have a settling effect?—A. It would have a settling effect.
But the wheat is there and it is in a visible supply, but it has to be seen, and
it will always, to a certain extent, need the reassurance of the board that it is
not going to be dumped onto the market, or some such policy in order to get
away from the burdensome effect.

Q. You would not think it would be advisable to have a separate board to
administer the wheat now carried by the Canadian Co-Operative Wheat Pro-
ducers’ Limited, and a different board to pay this minimum price as occasion
arose?—A. No, I think the operations as they have been carried on through the
open market have been extraordinarily well carried on, excepting in the light of
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present events; I mean that we can see it would be better if more stuff had
been sold.

Q. You saw it some time ago?—A Yes, other people saw it; Mr McFarland
saw it himself. The difficulty occurred in selling it.

Q. Was there difficulty in selling in the fall of 1934?—A. That was all
brought out this morning. It can be sold always at a price.

Q. There was something you said to the chairman to the effect that the
crop was allowed to go out of the country without Mr. McFarland buying it,
leaving the Canadian Co-Operative Wheat Producers’ Limited holding the bag.
They could have sold part of the hang-over, could they not?—A. I have said
already that I agree with the principle which was adopted, and that it was the

best thing. I suppose they could have done anything.
; Q. Except three things: except that you advised Mr. McFarland that he
ought to sell; except you said his policy should be continued with the addition
of a definite sales policy which had been lacking?—A. I said it evidently had
been lacking; that is right.

Q. And it had not been sold as freely as it might have been. Outside of
these things you agree with the policy?—A. Yes. I want to make myself clear.
I am not eriticizing anything in the stabilization of the wheat at all, but I think
there was every reason, my statement says, to believe last fall we were going
to get higher prices for wheat and we all thought it was going to come out all
right, but it did not come out, and in the last two or three months I have begun
to think it was not going to come. I think as I said here—I confess with others
that I made a mistake; I was in the same boat myself.

Q. In other words, if you held wheat in June, July and August of 1934,
K vg?s on the chance of their being a short crop which did not materialize?—

. Yes.

Q. And if you held wheat in May and June in the spring of 1933 it was
on the chance of wheat going higher, which did not materialize, or did materialize,
perhaps?—A. It did materialize.

By Hon. Mr. Stewart:

Q. T want to ask you one or two questions. You think that the difficulty
that has arisen is due to over-optimism about prices?—A. Yes, I do.

Q. That view was shared by the trade as well as by Mr. McFarland?—A.
I would not say it was shared by everybody; I say there were numbers of people
who felt the same. I felt it, and I do not know how many d1d feel it, but I
know that people whom I talked with felt it.

Q. And that was the incentive to pay the prices. We farmers are not
objecting to that. That really was the incentive in keeping Canadian prices
slightly above world prices?—A. Yes, it looked as if they would have to come
and take this wheat and we would have our carry-over down considerably. That
was the picture.

Q. And you have already explained the reason why more Canadian wheat
was not sold?—A. Yes, they did not take it as we expected they would.

Q. Betting on shortages?—A. Yes, figuring that the statistical position
- looked as if there would be a demand. I tried to point that out.

Q. I think you did it pretty successfully. I wanted to get it confirmed by
a direct statement.

By Mr. Willis:

Q. I think you have advocated from time to time that the farmers should
store their grain on their own land?—A. I know the farmers are pestered to
death with advice.

Q. That was part of your advice?—A. I would always feel that if & man
could hold some of his grain, if his financial circumstances are such as to allow
it, that is what he should do.
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Mr. VaLLaNce: And he will too. _
The Wrrness: That is what I do on my own farm, if I ever get any wheat.

By My, Willis: i

Q. I think also, Mr. Smith, you said you could not project the market
possibilities very far into the future?—A. That is right.

Q. Taking those two statements together, I am asking for your advice as
to whether it would not be advisable not to make a fixed price for the year, but
one which varied from time to time depending on world conditions and oppor-
tunities for sales, with the possible result of storing more grain on the farm and
also creating for the farmer himself a market?—A. What I felt was the fixed
price for the year would result to the farmer’s good. We will say he was
getting 60 cents; he is not in a hurry except to get the cash he wants, and he
takes the grain to the elevator for what cash he needs; but he will say to him-
self, “I had better hold on a little because I will never have to take less than
this,” and it would be all right. If he did and his judgment was justified he
would get a better price for having held on and sold in the open market, and if
the price stayed down he would be out maybe the interest on the money he
might have had, and he would figure to take a chance. I think it is far better.
I do not see that anything else is unfair. I think this is a fair deal for the
farmer to have an opportunity of a little protection against disastrous conse-
quences in the growing of his crop and not being able to sell it, and also hav-
ing a chance to sell it if he wants to.

Hon. Mr. STewarT: You would not be afraid of them fixing the price
lower? :
The WirNEess: No, I would not have it changed.

By Mr. Willis:

Q. I did not get your real objection to a varying price; what was it?—A.
Well, it would defeat the sense of security the farmer might have in holding on if
he knew that if he held on for a few months they might drop the price to 50
cents on him.

Q. As a grower of Durham wheat, Mr. Smith, how would you provide for me
inasmuch as I have been lately getting far more money for my wheat than
Marquis has been drawing?—A. You do not need any provision if you had Dur-
ham last year.

Q. I did well, but what about this year? I am anxious about this year.
How will you provide for me? Will you give me more money or will you
arrange a spread in price between the Marquis and Durham, depending upon
the market demand?—A. It is true that in that particular kind of wheat there
is no deliverable price on the current futures, and I do not know how you would
just figure that out. It would seem to me the minimum price could not be
arranged to cover every little detail, but Durham wheat would move in relation-
ship to the other wheats.

Q. Durham wheat was worth 15 cents a bushel more. I would expect to
get 15 cents a bushel more as a minimum price, and under your arrangement,
would I get it?—A. You would get it.

Q. That is fairly satisfactory.

By the Chairrman:

Q. Just one question. In the disposition of Canada’s crop to the purchasers
in the importing countries of the world, is that work done by Canadian export
houses or by great international concerns?—A. It is done by both, Mr. Chair-
man.

Q. And to what extent do the great international concerns take the traffic?
—A. Take the traffic?




Q. Yes—A. Well, I would say—you are speaking of the three so-called—
Q. I was going to ask you about that in one moment?—A. I would say that
these three big firms probably do together a large share. .

Q. The three firms are, Dreyfus & Company, Bunke— —A. And the Con-
tinental Grain Company.

Q. These three are the three great international. grain dealers?—A. They
are called the—

Q. Big three?—A. The Big Three European firms.

Q. Many of our people do business with them?—A. Yes; they buy and sell
from shippers.

Q. They have complete control in the Argentlne have they not?—A. They
have large control; I do not think they have complete.

Q. To what extent is Canadian business in their hands?—A. Well—

Q. So far as you know, Mr. Smith?—A. Tt is hard to tell, but they do a
large Canadian business.

Q. Would it be safe to say they do 75 per cent of it all?—A. I would not
say that.

Q. T am just asking you the figure, because I have made inquiries in various
places and I have no definite figures; T intended to ask Mr. Richardson that.
—A. There are a number of firms working out of Vancouver, others working
out of Montreal. For instance, we work out of all those ports and then there
are several big Canadian firms that work out of those ports too, all of them,
and it is pretty hard to tell just what proportion those continental firms are doing.
Q. Would you say—I am asking you in the light of the best information I
can get—they do at least 60 per cent of the Canadian business?—A. It is very
hard to figure it out, but I would think they do not control 60 per cent.

Q. Then your figure would be somewhat less than that—half the business?—
A. Maybe half of it.

By Hon. Mr. Ralston:
Q. Do you mean these firms sell to the Winnipeg firms?
The CuamrMaN: They are the contact firms.
The Wirxess: They are more, Mr. Chairman. I think they are competitors
with Canadian exporters in the doing of the business to the export countries of
the world. They do business in the same way as we do generally speaking.
The CaAlRMAN: Exactly.
Hon. Mr. Ravnstox: They are the ones through whom you contact the
world?
The CrArMAN: No.
Hon. Mr. Rauston: That is my understanding.
The Cramrwman: Mr. Smith and Mr. Richardson maintain direct contact
with the continental firms for the sale of wheat.
The Wirxess: We have our agents everywhere.

By the Chairman.:

Q. Bunke, Dreyfus and Continental Grain are people who have been at the
business before the Winnipeg Grain Exchange came into existence?—A. I do
not know if that is so, but one of them I think was.

Q. I do not know about the Continental. They do, we will say, about
half the business. Do you remember the day last fall in which wheat was thrown
on the Winnipeg market in large quantities?—A. I don’t remember the exact
day, but I remember the occasion.

Q. How much wheat was offered for sale?—A. I don’t know.

Q. You were there?—A. I was there.
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Q. What was the effect of it?—A. Well, the effect was there was more
offered for sale than the market would take and the market went down.

Q. And McFarland could not support the market; he stopped supporting the
market?—A. On what occasion was that, Mr. Bennett?

Q. At the end of the day. Then what happened at the end of three days?—
A. Oh, yes.

- Q. What happened?—A. It went still lower.

Q. It was a free market then, was it not, and the wheat went down?—A. It
was not exactly free, Mr. Chairman.

Q. Very expensive?—A. What I mean—

Q. What were you going to say?—A. What I was going to say was the very
fact that the government agency was in the market and had been buying wheat
a month before and so on and people knew they were holding large quantities of
wheat they all hopped on the band-wagon and when they started to sell they
had boosted prices a little higher than what they could clearly go, and when they
started to sell the whole thing began to go down.

By Hon. Mr. Stewart :
Q. Everybody got frightened?—A. They all got frightened; one started to
sell and then another.

By the Chairman.:

Q. Do you remember how much wheat was put on the market those three
days?—A. Of course I don’t know how much was put on but I know there were
large quantities because I was told Mr. McFarland had to buy large quantities.

Q. When he couldn’t buy, it went down still further?—A. Yes.

By Mr. Perley:

Q. It is pretty hard to tell who led the procession of selling?—A. It is
difficult to tell but I know joining in the procession were plenty of fellows all
over the place, because we had some of them on our books—longs. Of course
we could not tolerate shorts on our books, at least if we could help it. We had
a number of longs that September when hedges were coming in. They had taken
the hedge their way and the farmers had taken the hedge their way, and these
men bought wheat, longs, had bought wheat on the expectation that it would
rise. When it went up a little they tried to realize on the rise.

By the Chairman:
Q. And it was not there?—A. And they could not do it.

By Mr. Perley:

Q. Mr. Smith, from the standpoint of endeavouring to get a fair price, for
the producer this fall you agree there has to be some form of support from the
government or a board that may be set up?—A. I think so.

Q. You agree with that?—A. Yes.

Q. You are familiar with the 1919 Wheat Board and its operations?—A. Yes,
reasonably so; I remember it.

Q. That Board passed rules and regulations, of course, and this board would
have practically similar powers?—A. I suppose so.

Q. They would have the power to set up rules and regulations under which
elevators and terminals would operate?—A. We were not so anxious then because
things were a little different from what they are now.

Q. Answer me this: Is it not a fact in the fall of 1932 the trade and the pool
asked Mr. McFarland not to press the sales on the carry-over that he had in order
that they might sell the 1932 crop?—A. I do not remember that, Mr. Perley? It
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might have been rumoured, but I personally do not remember anything about it.

Q. I thought that was a general understanding that Mr. McFarland had been
asked not to press the market too hard with the sales of what he had on hand in
order that farmers might realize something out of their 1932 crop or be able to
sell it?—A. I would not be surprised if it were, but I do not know of it. It was
a pretty good idea.

By Hon. Mr. Ralston:

Q. You said people knew that the Canadian Co-operative Wheat Producers
Limited were purchasing wheat a month before this day of which you spoke and
it had some effect on it?>—A. That is not what I meant to say. What I meant to
say was a month before when the farmers’ hedges began to come in and when
hedging was quite heavy a good many people thought that wheat was a fair
purchase and they bought some of it so that Mr. McFarland did not have to
take, if I remember, the hedges, so strongly then. Then, when it went up and
wheat became more and more in the market, there was more on hand than could

be handled and it began to decline and everybody rushed to sell at once. I think .

that was one of the reasons.

Q. Do I understand they knew of those large holdings of Mr. McFarland at
that time?—A. Everybody knew. ,

Q. It had some effect on the market?—A. No, I do not think that, but
everybody, generally speaking, knew that he was holding wheat. I do not think
it had any effect on it, not at all. If he had not been there the thing would have
gone far worse.

By the Chairman:

Q. Just one question. When did you first intimate to Mr. McFarland you
thought he should reduce the price of wheat?—A. I did not intimate we should
reduce the price of wheat, but it is not the first time that we talked it over. I
do not know whether I am giving a private conversation that I should not give
or not.

Q. Well, that arises out of what you said, Mr. Smith, as to speaking to him
about the question of price and if his price was high. I just want to clear that
up, that is all, when it was?—A. Well, the first time we had this kind of con-
versation was within the last few months. But before that, other times whenever
he would ask me my opinion, or in my opinion whether he should sell or not, my
opinion of the market, I would tell him just in ordinary conversation like any of
us would, what I thought.

Q. And you were one of those who thought the market would go up because
of the world condition of wheat?—A. I certainly thought the market would go up.

Q. And there are others in the same position as yourself?—A. Yes.

Q. McFarland’s position was that we should get the most possible—he should
get the most possible for the producer?—A. Well, as I mentioned in my state-
ment I think maybe what was in the minds of some people was that these
operations should be carried on without any loss to the government. I think that
might be a laudable ambition for one to have.

Q. I think Mr. McFarland said that a few millions dollars lost was not as
Important as compared with the millions of dollars of benefit to the farmers. 1
think that is the statement he used?—A. That is exactly what I think.

Q. Yes. All right, Mr. Smith?—A. Is that all?

Q. By the way, when you talk about a sales policy, what do you mean by
that? It is not customary, is it, for you to send out commercial travellers?—A.

No.. It is_a term that is used in the business. I should have said, perhaps, a
selling policy.
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Q. What do you mean by that?—A. Well, I mean that I think that any one
who is operating in the market—John MecFarland or anybody else—should be at
times, after having bought wheat, willing to sell some; and having sold some,
should be willing to buy, if the market broke down. I don’t believe that a man
can just stand there, at certain seasons of the year, we will say, and buy wheat.

Q. Yes?—A. But there come opportunities in the market for seiling and
there come weak days and bad days in the market and he has got to buy.
When people call that speculation, I call that trading.

Q. Yes, that is what I was going to say. In other words, you suggest
when you answered that question, that what you meant by it was in the particu-
lar business of the grain business, McFarland should have been more of a
trader?—A. Yes. He should have sold more when the high spots came along.

Q. And bought more at the low spots?—A. Well, he might have had to
buy more at the low spots.

By Mr. Ralston:
Q. Not unless he had to?—A. No.
Q. You would not do it to the last nickel?>—A. Well; I say unless he had

to; if it came down to the price where he felt it should be stabilized, he would
have to do it.

By the Chairman:

Q. That involves buying, necessarily?>—A. No.
Q. To stabilize?
Hon. Mr. Rauston: Certainly.

By the Chairman:

Q. If he is endeavouring to stabilize the price?—A. I didn’t understand
your question. Of course it involves buying.

Q. Certainly, beyond all question it involves buying—A. Yes. The only
way you can stabilize is to buy it. That is, to stabilize it from going down.
The only way you can stabilize it from going up is to sell it. ,

Q. Exactly—A. I think in McFarland’s operations, if anybody is asking
me, that he had to keep doing this kind of operation, and perhaps he lacked
in the fact that he did not sell enough.

Q. Did not sell enough. Yes, I follow you.

Hon. Mr. Stewart: Mr. Chairman, I would like to ask Mr. Smith one
more question in connection with the board that he would be satisfied to set
up as a stabilization board.

The CuAmrMAN: All right.

By Hon. Mr. Stewart:

Q. Mr. Smith, you would advise that the board only purchase from the
producer or as near the producer as possible. What I mean is you would not
suggest that that board purchase from the trade?—A. Yes, I would suggest
that the board have a minimum price, and they purchase from anybody at that
price. For instance, if T had to sell a lot of wheat and it came down, they
would be in the market to buy and if the market went up two or three cents,
they would sell. That is what I think is the practical way of handling it. I
don’t know whether T make my meaning clear.

The CaAmRMAN: Oh, yes.

By Hon. Mr. Stewart:
Q. Well, what I was coming at was this: One of the difficulties about the
board, without complete control, is that they are liable to have a lot of wheat
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~ shoved over upon them by the trade. The trade would protect itself, naturally.
" The trade would lose money; we will admit that, and they would not be very
~ keen about selling. What 1 want to get from you is this: Would it not be
~ a much better idea if that board would not purchase from the trade at all?
—A. Oh, I did not understand you. In the first place, my idea is this: At the
minimum price the board—and that minimum fixes the price—the board should
purchase from the farmers and producers.
3 Q. That is what I thought—A. And hold onto it, and whenever the market
 would go up’past the market price, let the trade take it. If they got it on
their hands, it would be up to them to get rid of it the best way they could.

By the Chairman:
Q. They take the loss?—A. In the open market, yes.

By Hon. Mr. Stewart:
Q. The board should not be called upon to take any loss of the trade?
—A. No. If a man buys wheat to-day and it does not go up, but goes down,
he has got to take the loss and he would be in exactly the same position then.

By the Chairman:

Q. There would not be any hedging then, of course, as far as the board
is concerned?—A. Oh, yes. /I beg your pardon, the board itself?
iy Q. Yes—A. No, it would not put hedges in the market. It would take
edges.

Q. In other words, it would take a loss?>—A. I beg your pardon?

Q. It could get no price insurance, as was mentioned the other day. It
would just have to take the loss?—A. How do they do in the Argentine?

Q. I am just asking.

Hon. Mr. Stewart: Why do you say that, Mr. Chairman?

The CuarmMan: Who would take the hedges?

Hon. Mr. StewArT: The hedges would be prevalent at the market price.
They could not hedge while they were buying above the market, naturally.

The CaHAIRMAN: No, that is not the point. The market price, he says, is
a certain figure. The board has to sell below the minimum price. They could
not get anybody to take the hedges.

Hon. Mr. Stewart: The board are not going to necessarily sell below the
minimum.

The CuarrMAN: He says it might be very desirable that they should. That
is what Mr. Smith says is the essence of trade. He says that is the essence of it.
He says some people call it speculating. I want to be clear about that. But
he said whoever the board is, in his judgment they should buy and sell; if the
market went up, should sell; if the market went down, buy.

Hon. Mr. StewarT: Because the board were buying at the ordinary market.
That is the only time they would go into the market. They could not hedge
because there would be nobody to take the hedges:

The CaamrrMAN: Mr. Smith says the board should be a trading board.

The Wirxess: I think we are talking about two different things now. This
scheme I spoke of, I think there should be a fixed minimum price, and that the
board, if the market came down to that price, should be prepared to take it
from the farmers at that price.

The CaARMAN: Yes.

The WiTNEss: And then dispose of it the best way they knew how.

The CuARMAN: If necessary, at a loss?

The Wirness: Not necessarily at a loss.
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By Hon. Mr. Ralston:

Q. If necessary, at a loss—A. If necessary at a loss; and if it is warranted
that they dispose of it at a loss they would take a loss, and it would be in the
form of a subsidy to the farmer.

The CrarmaN: That is what I thought.

By Hon. Mr. Ralston:

Q. And all the wheat would be gone?—A. Yes, all the wheat would be
gone.

Q. Under these circumstances they would not be buying back at all on the
market, would they?—A. No.

Q. No. They would be buying from the producer and selling to the trade.
—A. Selling where they could.

The CuamrMAN: What is that?

Hon. Mr. RarstoN: I say they would be buying from the producer and
selling to the trade.

The WirnEss: Selling to the export trade.
Hon. Mr. RaustoN; They would not be buying back again.

The CHAIRMAN: They might have to buy back, Mr. Smith said. He said
if they are going to trade, they might have to sell when the market was down.

Hon. Mr. Ravston: That is another operation, It is not the minimum price.

By the Chairman:

Q. Is that not right? Is that not what you said?>—A. That is not What
I intended to convey. I thought you were talking about something else. I say
in this scheme that I have suggested there would be one fixed minimum price, let
us say, at 60 cents. If the market was trading above that, the board would have
nothing to do but sit there. But the minute 1t got down and anybody else would
take 1t at 60 cents, they would take it and merchandise it as best they knew
how, under whatever conditions they had to.

Q. Now, I am directing your attention to what vou said with respect to
McFarland and his operations. You said that you thought he should have,
instead of standing still and not selling—hedging—sold some wheat as the
market went up from day to day.—A. Well, what I was trying to say—

Q. Is that right? Is that not what you said?—A. Yes, but with this
qualification. He was using his judgment in the stabilization of some plan, I
don’t know what it was. We will say it was his judgment. In stabilizing the
market at this level he cut off the producers as he thought conditions warranted.

Q. Yes?—A. When the market went down to what he thought was too low
a price he had to buy. That is the only way he could stabilize. My idea is
that we have a trade board. It might have been a good scheme, in the light
of present conditions, if he had sold some of it.

Q. That is what I gathered from you.—A. I don’t want to be put on the
record as criticizing the intentions of Mr. MecFarland.

By Hon. Mr. Ralston:

Q. Now, with that minimum price condition in the plan that you suggest,
there would be no buying by the board except from the producer when wheat
had got down to or below the minimum price which the board had determined?
—A. Yes, exactly. That is what I suggested.

Q. And the board, you say, would have to buy that wheat and dispose of
it at the best price they could; and if wheat went up a little, then they would
get out of the market and would not get in again until wheat was at the mini-
mum?—A. That is what I mean.




BILL 98, CANADIAN GRAIN BOARD ACT 179

By the Chairman:
Q. That is substantially what Mr. McFarland is doing now, is it not?—A. I
don’t know, Mr. Bennett, if he has a fixed minimum price in his mind.
The CuamrmaN: I know, but that is the principle.

By Mr. Vallance: ;

Q. What incentive would there be in the trade to buy above the minimum
price; the trade would not pay very high above that minimum price to the
producer, would they?—A. Yes, there would still be the world market to govern
prices for the whole thing.

Q. That is the only fly I see in the ointment, the trade would not have any
incentive to pay very much above the minimum price?—A. You would still
have firms wanting to sell for export and they would go into the market to buy;
they do that now, they would go into the market and buy wheat they could sell.

The CHAIRMAN: Quite so. All right, Mr. Smith.

The Wirness: Thank you, Mr. Chairman.

The witness retired. .

Mr. WinLis: When shall we meet again?

The Cuamrrman: I do not suppose we can meet early to-morrow. I have
some important work to do in the morning. We could not meet before eleven
o’clock.

Hon. Mr. Ratston: You do not think we could meet before eleven o’clock?

The CuamrMAN: Not before eleven, would that be satisfactory?

Hon. Mr. Ratston: Could we project for a moment to the afternoon, just
to find out how the situation would be to-morrow afternoon; do you know
enough about your own work for that?

The CramrMAN: I should think we might, myself; yes, I would think that
we might. We might meet at eleven o’clock in the morning and we can get in
a couple of hours.

Hon. Mr. StewArT: We might sit until 1.30.

The Cuamrman: We might, yes; would that suit you?

Hon. Mr. Rauston: Yes.

The Craamrman: All right, we will meet at eleven o’clock to-morrow.

Hon. Mr. Ratston: I had it in mind that we might adjourn to-morrow
afternoon at a quarter after five; do you suppose we could?

The CuamrMAN: It depends on what time we are able to meet. We might
meet at four o’clock to-morrow afternoon.

Hon. Mr. Rawston: That is all right.
The Cramman: We will try to.
Hon. Mr. Ratston: Thanks.

The Committee adjourned at 6.35 p.m. this day to meet again June 25th,
1935, at eleven o’clock a.m.
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MINUTES OF PROCEEDINGS

House oF COMMONS,
Turspay, June 25, 1935.
The meeting came to order at 11 a.m., Mr. Bennett presiding.

Members present :—Messrs. Bennett, Gobeil, Lucas, Perley, Porteous, Ral-
ston, Stewart, Vallance and Willis.

Louis C. Brouillette, farmer and President of Saskatchewan Co-Operative
Wheat Producers, and Chairman of the Board of Directors of Canadian Co-

Operative Wheat Producers, Limited, appeared, read a statement, was examined
and retired.

’ 4 p.m.

Paul F. Bredt, farmer and President of Manitoba Pool Elevators, Limited,
and a Director of Canadian Co-Operative Wheat Producers, Limited, appeared,
made a statement and was under examination at the time of adjournment.
Witness to be again in attendance at the next meeting.

The meeting adjourned till Wednesday, June 26, at 10.30 a.m.

A. A. FRASER,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House or CoMMONS,

June 25, 1935.

The special committee on Bill 98, an Act to provide for the Constitution
and Powers of the Canada Grain Board met at 11 a.m., Rt. Hon. R. B. Bennett,
presiding. .

. The CHAIRMAN: Gentlemen, come to order please. Mr. Pitblado, have you
any further representatives of the grain interests who desire to speak?

Mr. PrrBLADO: I have none this morning.
The CHAIRMAN: Have you any at any time?

Mr. PitBLaDO: As far as I know I have not, but I do not control all those
who want to be heard.

The CHAIRMAN: We are very anxious to hear any representations you have
to make and dispose of them as soon as possible. The so-called pool have
written a letter stating that they desire to be heard. The pool representatives
are Messrs. Brouillette, Bredt and Bennett. We will hear Mr. Brouillette first.

L. C. BROUILLETTE, called.

By the Chairman:

Q. What is your name in full>—A. Louis C. Brouillette.

Q. And what is your occupation?—A. Farmer and president of the Sas-
katehewan Co-Operative Wheat Producers, and chairman of the Canadian
Co-Operative Wheat Producers Limited.

Q. Do you desire to make a statement, Mr. Brouillette?—A. Yes.

Q. You may be seated; we will hear the statement?—A. I have prepared
a statement, Mr. Chairman, and it will probably expedite matters just to read
it and then, if necessary, to elaborate on any point of it later.

Q. Yes—A.

Mr. Chairman, Honourable Gentlemen of the Committee,—

- I appear before you as Chairman of the Central Board of the Canadian
Wheat Pool Organizations and President of the Saskatchewan Wheat Pool, in
support of the Canadian Grain Board Act. I am not a grain dealer, but a
farmer, and you will therefore not expect me to deal with the technicalities of
the grain trade, but merely with the attitude of the organized producers whom
I represent in regard to the legislative measure you are considering.

The following statement issued by the Central Board of the Canadian
Co-Operative Wheat Producers, Limited, on June 17th, summarizes the views
of our organization:—

Because of the controversy which has already begun over the Cana-
dian Grain Board Bill recently introduced in Parliament, and in view of
the statements which are being made with reference to the Pool in con-
nection with this legislation, the Board of Directors of Canadian Co-
Operative Wheat Producers deem it advisable at this time, and before the
controversy becomes of a character which will practically preclude them
from taking part in it, to make their position clear to the farmers and
the publie.
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The issue is one of such great national importance, that in our opin-
ion it should not be introduced into the arena of party politics, and we
sincerely deprecate the circumstances which are tending to make it an
element in party strife.

For over thirty years the organized farmers of western Canada have
taken a keen and active interest in legislation affecting the marketing of
grain. Their organization began in demands for legislation under which
they would receive something like a square deal in the marketing pro-
cess, and throughout all this period changes have been made in “The
Grain Act,” either in response to direct demands of the farmers, or recom-
mendations of commissions appointed at their request to inquire into the
working of the marketing system.

In 1919 the wheat crop was marketed by a Wheat Board set up by
the Dominion Government. In 1920 the government decided to discon-
tinue the Board and return to the private competitive system. That
decision was strongly protested by the organized farmers and the gov-
ernment was urged to continue the Wheat Board, but without avail.

In 1922 a new government, responding to the representations of the
organized farmers, introduced a measure which passed both houses of
parliament, providing, with enabling provincial legislation, for the ‘estab-
lishment of a Wheat Board. The legislation did not become effective
because of the action of one provincial legislature in which the provinecial
bill was defeated by a majority of three. In consequence the farmers
turned to the organization of voluntary pools, the first of which com-
menced operations in Alberta in 1923, those of Manitoba and Saskatch-
ewan following in 1924. The Pools, representing over 140,000 farmers,
also secured amendments to the Grain Act designed to give the farmers
greater security in the marketing of their produce.

The interest of the organized farmers in matters pertaining to market-
ing has thus been continuous and consistent for the last thirty years, and
since 1919 the belief has persisted throughout the west that only a central
marketing agency handling the whole of the western crop would give
efficient and satisfactory service and ensure to the farmer the best that
the market could do. :

That belief has been strengthened by the events of the last four
years. Every farmer who has given attention to the situation is now fully
aware that if it had not been for the stabilization operations carried on by
Mr. John I. McFarland as General Manager of Canadian Co-Operative
Wheat Producers, and guaranteed by the Dominion. Government, the price
of wheat might have dropped to even more ruinously low levels than it did,
particularly in 1932.

The open market cannot operate efficiently without speculators, and
the depression eliminated the speculators, with the consequence that the
hedges which speculation now fails to absorb, have to be taken care of
under stabilization operations. The desire to interfere as little as possible
with the normal operations of the trade, however, has simply meant doing
in a round-about and expensive way, that which can be done more
efficiently and economically in a direct way, namely, by establishing a
Grain Board.

The Pools have no other interest in supporting the proposed Gl_'ain
Board than the welfare of producers. As co-operative elevator organiza-
tions operating over 1,600 country elevators, and 9 terminals with a total
capacity of over 90,000,000 bushels, it might be said that our interest was
in grain handling with a fixed tariff on every bushel passing through our
facilities, but we are farmers’ organizations, and primarily we want to see
the farmers getting the best return possible for their grain, through the
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best possible kind of selling organization. More than ever the farmers of
the West need a selling organization which will conduet its operations
with the object of doing the best for the men whose livelihood is con-
tained in the grain it sells. We wish also to assure the public that we
are as anxious for justice to consumers as to producers.

As producers organizations, having Canadian national welfare and
interest at heart, we make no apologies for urging and supporting legisla-
tion for the establishment of a Canadian Grain Board. We have urged
it in the past and we shall continue to do so until the product of our farms
is no longer an object for speculators and profit-seekers to play with, but
is put into channels of consumption in the most efficient and economical
manner to the benefit of both producers and consumers.

It has been suggested by several of the witnesses who have appeared before
this Committee that a Grain Board should be established, invested with powers
similar to those exercised by Mr. McFarland, but that the futures market should
continue to operate. With a National Grain Board in operation, we do not see
where there would be any place or any necessity for a futures market, and if it
were allowed to operate we believe it would inevitably hamper the operations
of the Board.

The severest arraignment of the futures market that has ever been made
has not been by the Pools or farmers, but was given in evidence before the
Stamp Commission by members of the Winnipeg Grain Exchange. Until that
time farmers thought that most of the speculators in grain made money. The
Stamp Commission brought out evidence to the effect that most of the money
risked by the general public in grain futures was lost;—the evidence was not
quite o clear or convineing about the large speculators who were generally on
the short side in periods of active markets—but that public speculation should
be encouraged. The evidence was practically unanimous, but I will quote only
a few remarks from one of the witnesses:—

Evidence of A. P. White, President of the Winnipeg Grain Exchange,
questioned by Sir Josiah Stamp: The primary object of the futures market was
to take care of the hedging. It was found as time went on that it was impossible
to carry on hedging transactions without speculation. Market were too narrow.

My conclusions, based on 31 years of actual experience in the grain
trade are that a system whereby hedging of grain can be carried on is
absolutely essential to the marketing of grain, and that it would be
impossible to have a hedging market without speculators, and that the
larger the volume of speculation the more liquid and valuable the hedging
market becomes, and that speculation takes no toll from the producer but
instead adds to the money he receives. Therefore from the producers’
standpoint I think that speculation should be encouraged in every way
possible.

QuestioN: Your concluding sentence really means, “ From the pro-
ducers’ standpoint the activities of the speculator who must be preparea
to lose money in the long run should be encouraged?

Axswer: Well, that is correct. I believe he puts more money in
the market than he takes out. Therefore, the greater volume of speculation
1S necessary.

QuesTioN: Wouldn’t you encourage him also if he made a bit of
money out of it?

Anxswer: He should be encouraged anyway.

The.views of the wheat producers whom I represent have not changed since
they were expressed before the Stamp Commission by our late president, Mr.
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A. J. McPhail, and I would like to quote the following extract from his testi-
mony. He said:— ;

I believe, and my belief has been supported by witnesses representing
the grain trade, millers and bankers, that the facilities of the futures
market provide very useful protection to these various interests. It
enables these interests to carry on with increased safety, if not increased
profit. It was primarily designed with that end in view, but a system
which may work in a satisfactory manner and provide sheltered safety
to bankers, millers and grain handlers and merchants, may not, and in
my opinion, does not, provide the same security to the grain producers,
who are, after all, the all important group in this picture.

The organized farmers of Western Canada have felt for many years,
and feel at least as strongly today as at any time in the past, that the
present system of futures trading does not work out in their best interests.
They feel that the price they receive for their wheat from day to day is
largely influenced by the attitude of mind of the uninformed speculating
public, and that such a method of determining or influencing the price
level is too insecure and unstable a foundation on which to build any
industry. They feel that the effect of uncontrolled speculation results in
much wider fluctuations in the market price than would otherwise be
the case. A steady, or much more steady, price level than now obtains
would be of inestimable value to the producer, if some means could be
found to bring about the desired result. It is my firm belief that the
great majority of western farmers, on whose efforts the production and
supply of the commodity depends, are very strongly of the opinion that
the effect of futures trading on the price they receive is detrimental.

I would also like to quote a few extracts from a statement dealing with
the futures market system by J. I. McFarland, General Manager of the Canadian
Co-Operative Wheat Producers, which was issued by him last October:—

This brings us to the other elass who operate in grain futures, gen-
erally referred to as the “ public. 7 This class is composed of large num-
bers of our population consisting of all who may now, or in the past,
have taken an occasional flier in the market, or who may be regular
traders but not members of any grain exchange. In the evidence before
the Stamp Commission, it was admitted by all that this class of speculator
loses heavily, and over a period of years it is very rare that any of them
are successful in making money. Also it was found that they are usually
optimists and therefore they are generally operating on the long side.
Among their ranks are store-keepers, ranchers, hired men, office girls,
clerks, doctors and other professional men and women, and many farmers
(that was at one time). These were the people who usually purchased the
hedge. I do not believe that the average farmer would want to think that
the price he receives for his grain consists in part of losses contributed
by unfortunate people who cannot afford to lose.

It has been proposed in all seriousness to this committee, as it was to
the Stamp Commission, that this class of speculator, the general uninformed
public of Canada, “the public would take the hedges so far as it could do so
and could be encouraged to do so.” As a producers’ grain handling organization
we do not believe it would be in the interests of Western Canada to encourage
the general public on the prairies to engage in a speculation when those who
handle their money agree that they are almost certain to lose it, because such
speculation is needed to provide profits for the large operators, free insurance
for the millers and grain handlers, with a rake-off to the producers if speculation
is on a sufficiently large scale.

You must take into consideration that if there is to be any widespread
speculation in wheat by the general public on the futures market, it must come
from Western Canada. FEastern speculators prefer mining stocks or power
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developments, and there is little spare cash today on the prairies in any pockets
for every-day needs, and it would be cruel and wicked to encourage them to
speculate, knowing that most of them, according to the evidence I have quoted,
are certain to lose.

Let me quote again from the statement by Mr.-McFarland:—

My observations over a long number of years, coupled with my actual
experience in recent years, have led me to the conclusion that there is
every once in a while a drive on the price structure, led by the professional
speculator, in which millions of bushels of wheat, which they do not own,
are poured into the market until the saturation point is reached and the
price structure crumbles under those ruthless attacks. The public, who
are long on the market (that is, holding for a rise in price,) and possess
only limited resources, are liquidated in a wholesale fashion; the farmers’
equity vanishes in the grain against which he has received an advance
from elevator companies, and his stored grain is forced upon the market,
while those who have sold many bushels of wheat which they do not own
thus create an opportunity where they may buy at a lower price the
liquidated holdings of the public. Under an open market system there
is no limit to the volume which may be bought or sold so long as the
operator has sufficient money to carry on his transactions.

I would like to quote, very briefly, from the evidence given before the
Agricultural Committee of the United States Congress, in connection with pro-
posed amendments to the Grain Futures Act:—

From statement of Edward A. O’Neal, President American Farm Bureau
Federation. :

We are willing to admit that speculative buying on the commodity
exchanges can temporarily boost prices, but by the same reasoning we
also know that speculative selling can depress prices. Now, what our
farmers want is not a price which at one time is artifically high and at
another time artifically low, made so by excessive speculation. Farmers
want honest prices and prices which maintain some degree of stability.

What we cannot understand is that the exchanges seem to be more
concerned about the interests of a few large speculators than they are
about the thousands of small speculators who, if we understand the
situation, are the real support of the future trading system. This attitude
on the part of the exchanges is disturbing to me. It suggests that the
exchanges do not believe the future trading system can exist without
special license being given the big boys. It is this class of speculators,
of course, who keep the market in constant turmoil and thereby bring
the smaller traders into the markets to be fleeced. If that is the basis
of the opposition to this Bill on the part of the exchanges, then I think
the exchanges may have some reason for fear. If this should be the case,
I am quite sure that the farmers of this country will be willing to forbear
any benefits which may incidentally come to them from such a system.
They do not want any benefits which result from robbing other people.

If any speculator is going to stop trading in our markets and take
his business to Canada because this Bill compels honest dealing and fair
play on his part, then I should say that Canada is a good place for him
to go, except for one fact, it is a mean trick to play on our farmer friends
in Canada.

As recorded on page 17 of the Journal of the Farmers’ Club at Whitehall
Court, London, when the question of stabilizing wheat prices was under con-
sideration, we find Sir Herbert Robson and Lord Crawford, two of the out-
standing grain men in the United Kingdom stating at a public meeting in London,
in 1930, that “ gambling in Chicago tends to reduce the price to the consumer. ”
I would infer that that would be the same for Winnipeg. Lord Crawford saying:
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“ When a dozen grain merchants are in and out of the market, nobody knows
what is going on, and people gamble and lose, and we on the whole get our
grain cheaper in consequence. ” g

The world’s largest wheat buyer, as everyone knows, is the United Kingdon.
Wheat farmers in the United Kingdom receive nearly double the market priec
for their wheat, through a tax on flour. It is stated in a news article in a recen
issue of a leading milling journal that “it is doubtful if the milling industry
of any country in the world can show such large profits as those made by British
mills since 1929, when the rationalization scheme was put into effect. These
large profits are not only to be attributed to the rationalization of the industry,
but to the benefits the English millers have derived from being able to buy
cheap wheats. ” It has been stated to this Committee that English millers are
reducing the percentage of Canadian wheat in their mill mix, due to the stabili-
zation policy carried on by Mr. McFarland, yet the Scottish millers use a much
higher percentage of Canadian wheat in their flours than the English millers, and
bread is not only better but cheaper in Scotland. I am not a grain expert, but
a farmer, and I wonder if British millers could not use a normal percentage of
Canadian wheat, if they were satisfied with normal profits.

In the submissions to this Committee there has been an evident attempt to
place the entire responsibility on the policy of the Wheat Pools and the stabil-
izing operations for the Canadian wheat carry-over. There has been an assump-
tion that there is an unlimited market for our wheat—provided that the price
is low enough—disregarding the fact tht if Canadian prices were dropped to
bankruptey levels for Canadian farmers, other exporting countries might still
offer their wheat at lower levels without any inecrease in the volume of world
trade.

I would like to quote from a couple of paragraphs dealing with this world
situation from a recent study by the Economic Section of the League of Nations,
issued on May 20th of this year:—

For several years after the close of hostilities, Europe continued to
import considerable quantities of agricultural products—particularly
cereals and meat—her return to her former productive capacity having
been retarded by a series of causes, such as the Russian revolution and
numerous agrarian reforms. But directly her producing capacity was
again restored, about 1925, the balance between supply and demand was
broken; prices were already on the downgrade, and the full force of our
collapse was felt from 1930 onwards. Exporting countries with a sur-
plus of goods had to bear the full shock of this catastrophe, against which
they possessed only one means of defence—a useful means at first, but
one which was later to constitute an additional danger—namely, to slow
down the marketing of their crops by accumulating stocks.

There are certain signs which point to an improvement in world
prices, The necessary transition might be more easily engineered if
exporters could manage to organize themselves so as to avoid un-co-
ordinated and ruinous competition, which, by flooding the market with
products offered at depreciated prices, tends to strengthen the protec-
tionist policy of the industrial countries.

It is a well known fact that the prohibitive duties, milling quotas, and
other barriers erected by importing countries which have a large agricultural
population, have been set up to keep cheap wheat from overseas from ruining
their own producers. .

There is not a country in the world to-day in which wheat is an important
crop where governments have not taken action on behalf of their wheat farmers.
In several countries there is a complete government monopoly in the purchase
and sale of wheat; many countries have established minimum prices. In others
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there is a heavy cash subsidy to wheat growers. I was glad to note that wit-
nesses appearing before your Committee appeared to be unanimously of the
opinion that Canadian producers must be assisted by some measures, if they
are to continue producing.

There have been several attacks made upon the Pool organizations before
this Committee. Most of the accusations brought against us have been dealt
with by our organization on many previous occasions, and fully refuted. One
of the charges is that “Mr. McFarland’s close associations with the Pools, as
their general Manager, has been a very unfortunate thing for all concerned.” If
it is meant by this that Mr. McFarland has a keener realization to-day than
when he became connected with the Pools, that the policies advocated by the
Pools are more in the interests of all the farmers of the West, and the interests
depending on their welfare, than the policies advocated by the grain trade, we
regard this charge as a compliment and not as a slur. All who know Mr.
McFarland recognize his ability, his strong determined character. He has
devoted his energy and experience; he has sacrificed his business. He has in-

- jured his health in devoting his whole time and thought to a public service, and

no influence that the Pools could bring to bear on him would induce a man of
the type of Mr. McFarland to endorse a policy which he did not consider was
in the best interests of Canada.

There is one charge which deserves some attention. It was stated by a
witness before this Committee that “the suggested Grain Board would appear
to be a fulfillment of the ambitions of the more extreme pool advocates who
have favoured 100 per cent compulsory pool.”

Ever since the Canada Wheat Board of 1919-1920 suspended operations
there has been a strong desire on the part of the vast majority of western farmers
for the re-establishment of a national wheat Board. In March, 1921, the Gov-
ernment of Saskatechewan appointed a Commission to procure “accurate informa-
tion of an educational character for the people of that province” in regard to
the question of the marketing of wheat. The members of the Commission were
James Stewart and F. W, Riddell, two well known grain men. The conclusion
arrived at by the Commission was in part as follows:—

In the first place, we believe that the most perfect form of a cen-
tralized wheat marketing agency at the present time can be created only
under the control of a national organization.

The first annual report of the Saskatchewan Wheat Pool stated: In
developing the pooling idea the opinion has always been held that our
greatest strength lies in the marketing of Western Canada’s wheat crop
through a single selling agency.

In May, 1931, a meeting of representatives of the prairie governments and
farmer organizations was held in Saskatoon at which the three prairie premiers
were in attendance. Present also were the presidents of the Anti-Compulsory
Pool Association of Saskatchewan and the Anti-Compulsory Pool Organization
of Manitoba. That meeting was unanimously of the opinion that if “ a Dominion
Wheat Board or similar organization should be established, such action would
meet with the approval of the large majority of farmers in Western Canada.”

Over two years ago a petition asking for a National Wheat Board was
signed-by a hundred and seven thousand Saskatchewan farmers and presented to
the Federal Minister of Trade and Commerce. All three wheat pool organiza-
tions have year after year passed resolutions by a unanimous vote, asking for
a National Wheat Board. There are many thousands of farmers who have

never joined the pools or patronized pool elevators who are as strongly in favour
of a National Grain Board as pool members.
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Within two months the farmers of Western Canada will start harvesting
the first erop for some years that promises to give a fair average yield over
the entire wheat area. How is a buyer for that wheat to be provided when
the farmer hauls his grain to the elevator? That is what we, as representatives
of organized producers, are concerned about. That is the problem for which
you, representing the people of Canada, must find a solution. We do not expect
a National Grain Board to perform miracles. -We realize that a condition of
excessive supply and subnormal demand in world wheat markets is going to
make the task of the National Grain Board one of very great difficulty, but
we believe that a National Board would be in a much stronger position to handle
this crop than a host of small traders.

No definite evidence has been offered before this Committee about the
percentage of the Canadian wheat crop actually sold by Canadian firms to
the ultimate markets overseas, and the quantity which is handled by the three
powerful international exporting companies which control such a high per-
centage of the world trade in wheat. We feel that a Canadian Grain Board,
interested only in selling Canadian wheat—our most important export com-
modity,—wherever a market for it can be found, would be in a much more
favourable position to merchandise our wheat than international exporters,
whose only interest can be in the volume they handle, irrespective of origin.

I might say if T had written this last paragraph after listening to the evidence,
Mr. Chairman, given by witnesses who mentioned or gave opinion as to the
percentage of Canadian exports handled by Canadian firms, I would have
modified it; I would have differed with the statement that was made. My
understanding, in so far as I can gather information from what I consider reliable
sources, is to the effect that our Canadian firms who export grain are not
exporting more than 30 per cent. I am latterly advised that that figure is too
high. and it will be more nearly correct to say 20 per cent, the balance being
handled by one or more of those three large international exporting firms. May
I add further that I think when the Canadian Co-Operative Wheat Producers
were in the exporting business that figure was more or less reversed. Approxi-
mately 70 per cent or more of our Canadian exports were being exported by
Canadian firms.

By the Chairman:

Q. Ts there anything further you desire to add to what you have written
and said?—A. There was one point that may be mentioned. I know the com-
mittee has followed the report keenly; vou are capable of doing that, and you
will observe that there is a very distinet difference in the minds of at least
the leaders of the idea of 100 per cent compulsory pool to the idea of a Dominion
Grain Board:; because, as I stated, they attended a conference at which T was
present and acereed to support that kind of a measure. There is this difference
to a 100 ner cent compulsory pool, because, unfortunately, Mr. Chairman, in
all sinceritv this problem is of too great an importance to have peonle’s minds
distorted or confused by the use of misfitting words and terms. If this com-
mittee serves no other useful purpose than to clarify the issue, it will have
done a good work, because surely, regardless of what we represent in the House
of Commons, we are interested in the welfare of Canada. In my opinion, the
greatest selling agencv for Canadian wheat that could be organized would be
first the getting together as a unit so far as it is within the bounds of reason
by representatives here representing the peonle. To begin as a 100 per cent
compulsory pool, that issue should be clarified. Probably that is a question
or a policv dependant upon the organized farmers themselves for the financing
and all others. TIn so far as T have read this bill that we are now discussing,
the draft bill, and as exvlained to us by our solicitors, it provides for many of
the things that the producers themselves will do, plus the financing which will



BILL 98, CANADIAN GRAIN BOARD ACT : 189

enable especially under those conditions for such a board, if it meets with the
approval of the government, to establish a payment, at the time of delivery,
an initial payment which should make it possible for farmers to continue to
operate; a 100 per cent compulsory pool by the farmers themselves without
that assistance would be entirely dependent upon their financial arrangements in
the way of making initial payments that would be satisfactory to the banks,
and naturally they would be so low that it would be quite a problem in the
stabilizing operations carried on. The principle of the minimum price has been
mentioned and it will be our hope that you will not lose sight of that fact in
the matter under discussion here.

Q. When you spoke of a compulsory pool you referred to the fact that the
Grain Board alone would be the purchasers of the wheat?—A. Yes; that was
implied in the discussion re a 100 per cent growers compulsory pool.

By Hon. Mr. Ralston:

Q. In your last statement you spoke of an initial payment. What do you
understand to be the provisions ef this bill with regard to initial payments.
You understand that it is to be a minimum price?—A. Mr. Chairman, it is
not my understanding that it very definitely specifies that, subject to correction
by vou and legal advisers, who are in a better position to determine or define
the terms. I would imagine that the board would be in a position to approve,
if it met with the approval of the government, or whatever means might be
decided upon, to make a payment that could be termed a minimum payment.

The CuAmrMAN: It would require an amendment to the Act as it now
stands. :
Hon. Mr. Rauston: That is not in the bill as it now stands.

The CuamMax: The bill provides for an initial payment.
The Wrrness: I would depend upon legal minds.

By Hon. Mr. Ralston:

Q. You have said you approve of this bill. This bill does not provide for
minimum price; it provides for a payment on account and after the selling
operations have been completed and the expenses deducted, if there is anything

stand that is the effect of this bill?—A. I do not understand as the Prime
Minister or chairman states—I will take his statement as to what is in there.
Q. You have given your approval to this bill. We want to see whether
you give your approval to this bill subject to certain amendments?—A. The
bill does not limit you to the amount you will receive as an initial payment,
does it, Mr. Chairman?

the minimum price.
The WrirNEss: That is my understanding,

By Hon. Mr. Ralston: *

Q. It does not say that, does it?—A. No.

Q. The only provision in the bill, as I understand it, is that advances shall
be made on account of the wheat?—A. It can be made; it can be handled as
mentioned.

Q. No, because this is a partnership arrangement, as I understand it. People
bring in their wheat and receive an advance on account of it, get a participation
certificate, which means they are partners in the selling of the wheat, and after
the selling operation is over the expenses are deducted, then, if there is anything
to distribute it is distributed among the holders of participation certificates.
That is not what you want?—A. I cannot see why the provisions, if there is

-

!

to distribute among the producers, distribution will be made. Don’t you under- -

The CuamrMAN: I think, Mr. Ralston, the initial payment might well be -
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any doubt about it, cannot be made saying that you would do so and so. I am
always in favour of having powers sufficiently wide to take care of unforeseen
situations.

Q. I am asking you if what is in the bill is what you want, or would you
want something more. That is a fair question, because we are considering this
bill?—A. T cannot answer it any different from what I have.

Q. Do I understand what is in this bill is not sufficient for your purpose;
that you want a minimum price?—A. If there is insincerity as to what the
power would be regarding that matter and in view of unforeseen policies that .
might be supported, provision should be made whereby it could be carried out.

Q. There is no question that everything is unforeseen in the wheat business,
is it not?—A. Sales policy.

Q. It is always unforeseen; therefore you do want a fixed price, is that so?
—A. In my opinion there should be provision whereby it could be paid if
decided upon.

Q. In other words you do not like the partnership feature; you want a
fixed minimum price so that the producers know exactly what they are going
to get?—A. I would not say I want a fixed minimum price, because there is
danger in the term, in it becoming the fixed maximum price as well, especially
being handled around the lines advocated by representatives of the grain trade
before this committee.

Mr. VALLANCE: This bill does not alter that.
The WirnNess: It might be changed in support of that.

By Hon. Mr. Ralston:

Q. Are there any other changes you have in mind, because this is a very
important feature?—A. I would say the organization I represent would not be
opposed to having provision made whereby a minimum price could be paid.

Hon. Mr. STEWART: A minimum price fixed by the board?
The WirNess: Where it could be done. I would want it wide enough.

By Hon. Mr. Ralston:

Q. You say you would not be opposed to it. Would you agree with this bill
as it is, without that provision in it?—A. Well, it would be in a position to take
care of a wider field of circumstances.

Q. Will you kindly answer my question. Would you be prepared to accept
this bill as it is without a provision in it providing for a fixed minimum price?—
A. I would be prepared to accept it rather than continue as we are. It would
meet it, if it was sufficiently wide.

Q. I want to find out what amendments you are advocating. You see, you
put it negatively. You say, “we would not be opposed to a fixed minimum
price.” Don’t you mean you want a fixed minimum price, or do you?—A. It
depends on the set up. If a fixed minimum price is to be worked in the par-
ticular scheme you were discussing and presented to you by witnesses here, I
would not want that compromise without it and not have that kind of settle-
ment.
Q. Would you answer my question so that we can be clear on what yon
want. Do you want the bill as it is, or do you want the bill plus a fixed mini-
mum price?>—A. I prefer a provision for a fixed minimum price.

Q. But you are prepared to accept the bill as it is?—A. What else would

ou do?
- Q. I say you would be. You are prepared to accept it—not to oppose it.
You would be prepared not to oppose it if the bill passed as it is now?—A. I
have not been instructed to oppose it.
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Q. Now, then, sn;u said, “Plus arrangements for financing.” By that you

“mean in simple language that the government of Canada does the financing?—

A. Not necessarily. There is a provision whereby the financing can be on the
basis of the security of the thing itself. It provides also, if my understanding
is correct, where it may be a combination, or provides where it may be carried
solely by financing arrangements by the government. : :
Q. This is the provision in the bill for financing, as I understand it: Section
4, subsection 3:— )
.. .. the Governor in Council may authorize the Minister of Finance to
guarantee advances made to the board hereunder or to make loans or
advances to the board on such terms and conditions as may be agreed
upon. :
The CHAIRMAN: There is another section.
Hon. Mr. RaustoN: Which one?

The CuaRMAN: The section dealing with bank credits and allowing the
board power.

Hon. Mr. RausTtoN: It is the first part of this section. That means, as T
understand it, as you are instructed by your solicitors, that the government of
Canada endorses, so far as may be necessary, operations of the board?

The Wirness: It can.

Hon. Mr. RaLsToN: Yes, it authorizes.

The CrAIRMAN: The whole subsection should be read, not part of it.
Hon. Mr. RaustoN: I will read it:—

The board shall have power to enter into ordinary commercial bank-
ing arrangements on its own credit, and to borrow money on the security
of grain delivered to it, and the Governor in Council may authorize the
Minister of Finance to guarantee advances made to the board hereunder
or to make loans or advances to the board on such terms and conditions
as may be agreed upon.

By Hon. Mr. Ralston:

Q. Now, you know from your experience in the past that the banks will
require a guarantee from the government of Canada?—A. I do not know that.

Q. Has not that been your experience with the Canadian Co-Operative
Wheat Producers Limited?—A. Not always.

Q. In the last four years?—A. Yes. It depends on the amount of initial
payment you endeavour to pay. If you make it low enough you might—

Q. You would not need the government guarantee?—A. Probably not.

Q. Would you be prepared to accept an initial payment so low that a gov-
ernment guarantee would not be required?—A. I think I mentioned it would
not be practicable. :

Q. Therefore, the government guarantee would be required?—A. In all
probability; and just on that point, the fact that you have wheat as collateral,
-plus a government guarantee, should result in a very substantial reduction in
the rate of interest being paid to banks by grain concerns to-day.

Q. Has it resulted? What is your interest for the Canadian Co-Operative
Wheat Producers Limited?—A. 5 and 55. I mentioned it should be off one cent
or two cents yet.

Q. It has not been for the last three or four years; is that so?—A. No.

Q. For the last three or four years you have been paying 5 and 5% per cent
with the government guarantee to the bank?—A. Yes,

Q. What is your position with the Canadian Co-Operative Wheat Producers
Limited?—A. Chairman.

Q. Chairman of the board?—A. Chairman of the Board of Directors.
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Q. And Mr. McFarland is your General Manager?—A. Yes.

Q. And all you have said about Mr. McFarland is really telling us about
the operations of the body of which you are the chairman?—A. Yes; of the
operations of the Canadian Co-Operative Wheat Producers Limited, and stabil-
izing operations.

Q. Of a board of which you are the chairman?—A. Yes.

Q. Mr. McFarland is just your general manager, is he not?—A. Yes.

Q. That is all; and when you are talking about the stabilizing operations,
you are talking about the stabilizing operations that you yourself conducted;
that is so, is it not?>—A. Stabilization operations carried on through our organ-
ization. 5

Q. Yes, through your organization, of which you are the chairman?—A. Yes,
Sir.

Q. Now, you spoke about speculators. We have had a lot of discussion
about speculators, and it is difficult to know just who they are. You said, I
think, that the depression eliminated the speculators.

The Cramman: That was a quotation he was reading.

By Hon. Mr. Ralston:

Q. You agree with that?—A. I have not heard any evidence to the contrary,
Mr. Ralston.

Q. I say vou agree with that. It was told us yesterday that the speculators,
so-called;, would not be eliminated at a price; that speculators were prepared
to buy provided the price was low enough. Is that so?—A. It would encourage
more speculators.

: Q. By speculators you mean traders in grain?—A. I mean people, all
types, traders in grain, buyers of futures—not necessarily all traders in grain.

Q. Not necessarily? Who are not speculators; let us get that?—A. Well,
people who are carrying on a legitimate grain business.

Q. I do not know who you mean by that; who is legitimate and who is
illegitimate?—A. Millers, exporters, elevator companies and others dealing in
the actual handling and marketing of grain. There is the type mentioned by
Mr. McFarland. I think the best definition, as he terms them there, would be
speculators—that class referred to.

Q. The office help and doctors, and even lawyers, I suppose. People who
are not interested in grain at all. Is not that really what you mean by specu-
lators?>—A. I think his description and naming of them covers the point.

Q. “Storekeepers, ranchers, hired men, office girls, clerks, doctors and other
professional men and women, and many farmers.” You would not include
farmers as speculators, would you?—A. Well, at one time there was quite a
number.

Q. When was it that he said this?—A. He was referring to his experience.

Q. This is last October that he mentioned this?—A. Does he state he
was speaking of the period at that moment? :

Q. I will read it:—

Also it was found that they are usually optimists and therefore
they are generally operating on the long side. Among their ranks are
storekeepers, ranchers, hired men, office girls, clerks, doctors and other
professional men and women, and many farmers.

That does not exist today?—A. Not to the extent. That is well known.

Q. You do not include farmers at any time in the speculators, do you?—A.
They are not immune.

Hon. Mr. Stewart: I think that is a good answer.
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By Hon. Mr. Ralston:

Q. Now, then, with regard to futures. I understand you are against the
futures market, the futures system entirely, are you?—A. Yes.

Q. What?—A. Yes.

Q. You are against it?—A. Yes.

Q. Dealing in futures is bad, is it?—A. Yes.

Q. Bad for the trade and bad for the business and bad for the producer?

—A. I would not say it is bad for all.

Q. Is it bad for the producer, then?—A. It has usually been the general
experience, yes. ¢ i

Q. You do not agree with Sir Josiah Stamp’s conclusions in that respect?

—A. I would say that if Sir Josiah Stamp, the same as Mr. John I. McFar-

land, would have been face to face with the situation during the last four or
five years, his own view regarding the situation likewise might have changed.
You have a situation to-day, Mr. Ralston, that must be viewed in the face of
the light of the situation as it is, not as someone reported on it a few years ago.

Q. I understand that as a general statement. I did not think that was
getting down to what we were after. Futures, I understand you to say, in the
last three or four years have been a bad feature in the market?—A. There
has been a very great absence of them. You have a market depending on that
as a very important factor in that market, and when it is out of the market,
you have a broken down machine, which is very clearly put to a committee of
this House in 1932. It was evidence of what they had requested, indicating the
absence of that very system.

Q. What I want to know is: Has the possibility of being able to buy
futures been a good thing or a bad thing in the last three or four years?—A.
The dealing in futures has added more and more to Mr. McFarland’s worries
and probably is as much responsible for his condition—the disturbing effect it
had—as any, or if not all of his other efforts in connection with the grain business
combined.

Q. Could you say that the dealing in futures in the last three or four years
has been a bad thing for the farmer—leave Mr. McFarland’s condition out for
the moment—we want to know. It may be that something should go into this
bill about that?—A. No, there is nothing necessary to go in that bill today. If
that bill goes through as I see it it should eliminate futures.

Q. T am asking you whether in the last three or four years the ability to buy
futures has been a bad or a good thing for the producer?—A. With the machine
operating at times it has probably been of some value.

Hon. Mr. Stewart: In what way? Putting the market up?

The Wirness: Probably at times—that is when you are depending on that
market.

By Hon. Mr. Ralston:

Q. Is that the best answer you can give me? Because I do not know, I am
asking you as to whether the possibility of being able to buy futures in the last
three or four years has been a good thing or a bad thing for the producer?—
A. In a way it has been bad. It has caused a whole lot of confusion here before
this committee. You have got a price that has to be jacked up or raised up.
We also expect Mr. McFarland to be selling because that price apparently
indicated that he could have sold, when an experienced man such as he is would
know the strength—as in the pool days they were judged by the price paid to
growers relative to the price prevailing on that market from time to time; and
when you get down to the fact of the matter a market that would not take it
was a deceptive market. So where it might be argued on account of the price
having been raised because of some speculators coming in, or for other reasons,
in the final analysis it was a detriment.

1010—2
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Q. Then is your answer that in the last three or four years the ability to
buy futures has been a bad thing for the producer?—A. The lack of the market
support for that type of thing has been a very bad thing for that market that

the people were depending upon which made necessary the support that has

been referred to as stabilizing.

Q. And Mr. McFarland, or at least the Canadian Co-Operative Wheat
Producers Limited, of which you are chairman, have bought future contracts
representing tens of millions of bushels of wheat?—A. They have been obhged to
make large purchases from time to time.

- Q. In futures. In these bad things called futures?—A. Yes.

Q. Why did not they ask for the wheat?—A. Well, is it clearly understood
before this committee the purpose for which Mr. McFarland was asked to serve?
That is, did the representatives of the trade coming before the committee in
1932 ask that Mr. McFarland go in and sell wheat or did they ask that he give
support in the way of a probe—and one termed it “ muscle ”.

Q. Mr. McFarland’s operations commenced in 1930, I think, did they not?

The CuarrmMAN: No, no; June—

By Hon. Mr. Ralston:

Q. I am talking of Mr. McFarland’s operations which commenced in 1930?
A. Tt was asked for.

Q. They commenced in 1930?—A. I have not got the exact date.

Q. No. Well, as a matter of fact, they did, I think—A. No. He was
appointed in November, 1930. Stabilizing did not start then.

Q. I am talking about 1930. He was appointed to sell the 1930 erop, was
he not?—A. Would you pardon me until this other point is cleared up? I think
you want to be clear on it.

Q. Certainl; :
trade. Tt was to assist it. You had your trade machinery, exporters and all, who
were there to carry on the export business. You had these other firms in other
businesses. It was not Mr. McFarland’s purpose, as I understood it, to go in and
interfere in that trade. He was to make it possible for the farmers to get the
price of grain as delivered, to make it possible for the grain trade open market
to continue to market and to see that stocks were available from time to time in
the export business.

By Hon. Mr. Stewart:

Q. What period are you speaking of now, Mr. Brouillette?—A. Until recently
that was general, I understand.

Q. Was it in 1930 or later when he was appointed to stabilize?—A. He was
only appointed in November, 1930.

The Cuarman: In June, 1932, he began to purchase.

Hon. Mr. Rarston: I am not clear as to which period he is referring to.

The Wirness: Stabilizing started some time after.

By Hon. Mr. Ralston:

Q. You are speaking of the second period, when he was appointed to
stabilize?—A. No. I am not speaking of two periods.

Hon. Mr. Rauston: But there are two periods.

Mr. Varrance: He was performing a double function. I think you will
remember that he became manager of the Central Agency of the Pool in
November, 1930. 1In 1932, as the chairman says—June, I think—he came then
to perform the dual function of stabilizer and also manager of the Central sell-
ing agency of the pool.
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Hon. Mr. Stewart: I wanted to find out which period he was speaking
about.

The WitNess: There was no different appointment.

Hon. Mr. RaLstoN: There was a different Order in Council. There was an

- Order in Council passed authorizing the government to guarantee Mr. McFar-
land in connection with his operations in disposing of the 1930 crop. Nothin
more than that. <

By Hon. Mr. Ralston:

Q. Did you know that?—A. I understand the position is arrived at.

Q. But did you know that?—A. Not alone that.

Q. You did not know?—A. There were other conditions.

Q. You did not know that that was all he was to do at that time?—A. That
is not all.

Q. Well——A. In so far as the marketing or buying of grain, yes.

Q. You make that dogmatic statement?—A. I don’t wish to make it dog-
matie.

Q. I thought you were making it dogmatic?—A. No.

Q. I think T have the Order in Council here.

The CHAIRMAN: It is at the back of last year’s evidence.

By Hon. Mr. Ralston:

Q. I think the Order in Council plainly provides that Mr. McFarland’s
only job in 1930 and 1931 was to dispose of the 1930 crop?—A. I am not speak-
ing of the Orders in Council. I am speaking of the making of the appointment.

Q. You are speaking of what?—A. I am speaking of decisions by way of
recorded resolutions by the board at the time the appointment was made, as I
remember it.

Q. But the board could not do very much without the government guaran-
tee, could they? Here is the government guarantee as shown at page 219 of the
Proceedings of the Banking and Commerce Committee of last year, in the
evidence given by Mr. Roberts: “The first Order in Council, P.C. 2238, of
September 12, 1931, implemented the undertaking of the government made
prior to the 1931 session, that the government would guarantee advances and
interest thereon, made by the several chartered banks to the Canadian Co-
Operative Wheat Producers Limited in connection with and incidental to the
marketing of wheat and other grains grown in the provinces of Manitoba,
Saskatchewan and Alberta in the year 1930.” It was nothing more than that
up to that time. That is September 12, 1931, Did you know that that was
the only job he had at that time?—A. We are speaking at cross purposes, Mr.
Ralston and Mr. Chairman. I am speaking in so far as the resolution passed
by our board is concerned. I was not on the board, but I have a record of it,
as it is worded, at the time of Mr. McFarland’s appointment. I am not speak-
ing in connection with what you have read.

Q. Well, I am asking you if a resolution of the board would be very much
good if it did not have the government guarantee behind it. What you ap-
. pointed Mr. McFarland for would not make much difference so long as you did
¢ not have the government guarantee to back up your operations, would it?—A.
©  That is very necessary. But the resolution of the board does define what the
understanding between the board and Mr. McFarland was.

Q. All right. Are you satisfied now from what I have read that the board
have no functions, or at least have no government hacking for doing anything
more than the appointment of Mr. McFarland to market the 1930 crop; that

1s up to September 12, 1931, anyway?—A. That is the purpose at that time.
1010—23
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Q. It was the purpose at that time. And it was not until July 11, 1932,
that a further Order in Council, P.C. 1576, was passed which provided that,
“having regard to the fact that a portion of the wheat and other grains in the
possession or control of the Canadian Co-Operative Wheat Producers Limited
had not, at the date of the expiry of the 1931 act, been sold or realized upon,
guaranteed, in addition to advances made, such further advances as might be
obtained from the banks to protect purchases of wheat already made or to be
made.” That is the first time we talk about purchases of wheat to be made.
Do you remember that that was the time when perhaps a change was made in
Mr. McFarland’s duty as general manager of the pool—July 12, 1932?7—A. I
would take that record.

Q. T beg your pardon?—A. I would take that record.

Q. You would take that record, you say?—A. Yes.

Q. And from that time on you, the Canadian Co-Operative Wheat Pro-
ducers Limited and Mr. McFarland dealt very largely in futures, didn’t you—
in tens of millions of bushels?—A. Very large amounts.

Q. I beg your pardon?—A. In very large amounts.

Q. In very large amounts, yes. Can you give me any idea of the amount
on hand at different times?>—A. No.

Q. I mean to say, at the end of 1932?—A. Mr. Chairman, I understand
you are to have Mr. McFarland’s asistant here.

Q. We understand that.—A. You don’t expect me to present that?

Q. We understand that. I am asking you whether you have any idea?—A.
What was the question?

Q. Have you any idea of the amount of contracts held and wheat on hand
at the end of 1932?7—A. At the time we would have a very good idea.

Q. You have not now?—A. No, not off-hand. 4

Q. Or you have not for any period, the end of any year—?—A. I would
not speak from memory for figures.

Q. Just let me finish—at the end of any year during your operations, you
have not any idea of the amount on hand?—A. No, not from memory.

Q. No. Do you know anything about the situation in the spring of 1933;
I mean, how wheat was selling, what the market was like, whether it was steady
or up or down. Do you remember?—A. I remember off-hand, without checking
the records, an incident that I won’t very easily forget. I think that was in
July, 1933.

" Q. I am speaking of the spring of 1933 first—A. Well, I have not any
particular thought in mind.

Q. You have not any particular thought in mind?—A. No.

Q. You do not remember now what the market was like in the spring of
1933?—A. Not when it comes down to figures.

Q. Not when it comes down to figures?—A. No.

Q. You remember the bull market in the summer of 1933; you do remember
the bull market in the summer of 1933, do you not?—A. It was a very deceptive
market up until around that period, and probably later in July, 1933.

Q. Well, it was deceptive in this sense, that people were paying from 90
cents to a dollar a bushel for future contracts, were they not?—A. It got pretty
high there.

Q. Yes. But you would not even assent to my suggestion, would you?—A.
What is your suggestion?

Q. I say in the bull market people were paying from 90 cents to a dollar
a bushel for wheat as represented by future contracts?—A. The market had
got up to something like that figure.

Q. Yes; and it proved to be a deceptive market because wheat went down

again?—A. Not exactly.
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Q. What?—A. Because it created a feeling, Mr. Ralston—and I was some-
what concerned—this is a market here to sell our wheat. Other people were
thinking that.

Q. You did sell it?—A. Yes, we were selling.

Q. Didn’t you?—A. But there came a period—

Q. But you did sell wheat?—A. Let me make my point, please. Again
may I refer back to what I said a little while ago. Some people have the
mistaken idea that if wheat is 90 cents on that market, then the central organiza-
tion is stabilizing or what not, as well as they used to have of the pools—sell
it out, get rid of it, sell it. The point there arises, are you selling—selling
some? It was a very difficult market.

Q. What was that last?—A. It was a very difficult market.

Hon. Mr. StewarT: No demand. ;

The Wirness: There was just enough to hold the market there. Now, the
proof of it, you know. You will say it is a difficult market. It may be to-day
a market prevails and someone will say, “ Well, there is not any strength in that
market.” Well, you are not satisfied that the statement is correct. You want
some proof.

By Hon. Mr. Ralston:

Q. So you sell>—A. There are only two ways of proving it. You can go
in on your market and sell and demonstrate, or you can see what happens to
the market over a period, see if it does remain. In this instance I referred to,
subsequent events proved that Mr. McFarland’s views were correct, that the
market did not maintain. There was another period when a similar situation
came up. I don’t remember just the date. It was again where the market
apparently was sufficiently high to take a large amount of grain. Mr.
MecFarland’s judgment of the market was to the effect that he doubted it. It
was necessary to demonstrate to satisfy curious enquirers, and it fully carried
out the view held by Mr. McFarland previously. My point was that you
created a situation worse than the one you are trying to assist, and that you
had made it more difficult later because of the avalanche and volume of grain
that was jarred loose by that endeavour.

Q. Well, those are general words. But was there, as a matter of fact, talk
of $1.25 wheat in July, 1933?—A. I don’t remember all of the talk that was
going on, Mr. Ralston.

Q. No, but were you convinced or was it your view that wheat might go to
$1.25?7—A. 1 don’t remember off-hand any view.

Q. Now, hold on.—A. Just a minute. I am sure, Mr. Ralston, that you
would not have to be in the grain business long until you would hesitate to
take views and stands.

Q. Oh? T don’t know how I would operate unless T did take some views and
stands—A. That is as to what you are going to predict was going to be the
price. '

Q. Would not my operations be dictated by such views and stands as 1T
could form, or such views I could form as to the future market, as to the future
price?—A. It depends upon what your operations are for. If it is on your own
behalf, you may. But if you were in Mr. McFarland’s position where you were
in there to perform a specific purpose, as I have mentioned, then you are not

~ just in the same position.

Q. But still, if T were performing a specific service, I would have to form
some views as to the future, would I not? You don’t mean to tell me that you
—we will leave Mr. McFarland out of it; you are the one who is here now—
did not form some definite opinion as to what the market was going to do in
th}s, filrl of 1933, before you bought back all that wheat?—A. Bought back what
whea
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Q. Bought back the wheat in the summer of 1933?—A. I don’t know what

wheat you are referring to, and what sales or purchases.

Q. T am referring to the very large quantity of wheat you bought back in
1933, which was referred to by Mr. McFarland. The question to him was:
“Did you buy back that wheat or take pretty nearly all the speculators’ wheat
on the bull market?” That is the wheat I am referring to.—A. What date
was the purchase? :

Q. It is in the summer of 1933, during July.

Hon. Mr. StewArT: He did that to hold the market, Mr. Brouillette.
The Wirness: I see. :

By Hon. Mr. Ralston:

Q. I am asking you if you formed any opinion when you bought back all
that wheat as to what the future market would be?—A. You were not there
at all times. You remember boards were not sitting daily. You decide upon
what you want to do, what the purpose is that you are endeavouring to carry
out. You leave a manager, in this instance, who is operating on behalf of the
government and at the request of the trade, to try to do a certain thing.

Q. I still have not the answer, Mr. Brouillette. My question was whether
or not you, as chairman of the Canadian Co-Operative Wheat Producers, Limited,
at the time you bought back that big volume of wheat had formed any opinion
before you took such serious and far-reaching action; did you form any opinion
as to what wheat was likely to be in the future. In other words, did you think
it would go up or down?—A. I would not say that we formed any eopinion on
that at all. S .

Q. Do you know the price at which you bought it back?—A. Not off hand.

Q. Do you know what wheat cost you from day to day?—A. That would
be in the record. :

Q. I was asking you if you knew?—A. I knew at the time, it was reported.
At the time I got information as to what was going on, but I cannot remember
back to the details of those events and figures.

Q. You mean then that Mr. McFarland operated and reported to you after-
wards, is that the situation?—A. Mr. McFarland was in there— :

Q. Would you be good enough to answer that question, did Mr. McFarland
operate and report to you afterwards?—A. Mr. McFarland was not dependent
on the decision of the board to do that or not.

Q. Did he consult the board before or after he carried on his operations?
—A. In certain matters the board were in the position of directors, in other
matters in a more or less advisory capacity. :

Q. I am asking you if he consulted the board before he bought back pretty
nearly all the speculative futures on the bull market in the summer of 19337—
A. I do not know the time the purchases you refer to were made.

Q. You do not know; that is your answer?—A. Not without perusing the
records.

Q. All right. Now, I understood you to say at page 7 of your statement,
that you were not satisfied that the British millers—I will put it this way:
You wondered if the British millers could not use a normal percentage of Cana-
dian wheat if they were satisfied with normal profits. I take it from that
that the implication is that the British millers were making abnormal profits?
—A. According to the report in the journal I referred to.

The CuarMAN: That is according to your own report.
The WrrNess: That is according to the journal report.
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Bg( Hon. Mr. Ralston:

Q. Which is the journal concerned?—A. The Millers’ Journal.

Q. You regard an accumulation of wheat as an additional danger to the
market, do you not?—A. It is, always; it is not construed as a strengthening
factor. ¢ ;

- Q. Could you go just a little further than that and just be quite frank?—
A. An accumulation of wheat is not—what is your question? ,

Q. Is it an additional danger to the market?—A. Yes. It does not help the
market. >
Q. Could you go further than that; is it an additional danger or is it not,
~if it is not, say it is not, that it has no effect on it?—A. It depends on the
. amount accumulated, and it depends also on the prospective demand.

Q. Yes; and therefore in accumulating wheat you have to make some fore-
cast, and some mental forecast, as to the prospective demand for it?—A. That
depends on your purpose in operating.

Q. I beg your pardon?—A. That depends on your purpose in operating.
Q. For the purpose for which you are operating, to dispose of your wheat
at a price which would not depreciate the price to the producer below a reason-
able level, do you still have to forecast as to whether an accumulation of wheat
will be more dangerous to the producer than the selling of it in reasonable
quantities?—A. Often you are not in a position to have that decision to make.
Q. Well, you had that decision to make, didn’t you?—A. What instance
do you refer to?

Q. I mean in connection with this whole transaction?—A. On wheat control?
Q. On this running up of your 75,000,000 bushels to 225,000,000 bushels;
you had the decision to make that it was better to accumulate wheat than to
sell it?—A. But we were free to sell—they were free to sell or free to buy.

Q. I did not say that at all, T asked you if you had the decision to make
as to whether it was better to accumulate wheat and create a danger to the
market in that way, or to sell it at the market?—A. That was not the decision
to make.

Q. That was not the decision to make?—A. The decision was, what are
you going to do and how are you going to do it; it was not a matter of whether
you would accumulate or not accumulate.

Q. And so what you were endeavouring to do was what?—A. As I repeated
a while ago; to make it possible for the farmers who delivered grain to the
elevators at that time to receive a better price, or a price; I may.go so far as
to say, a price.

Q. Did you have to contemplate—A. The next thing was to make it pos-
sible for the open market to continue to function; that is, providing it would
not bring disaster and bankruptey to the farmers dependent upon it,

Q. Yes?—A. The next point was sufficient sfocks being available for export.

Q. Yes?—A. Those were three very important functions which it was neces-
sary to perform.

Q. Take the last one first; there is no doubt about sufficient stocks being
accumulated for export, is that so?—A. Yes.

Q. Quite so?—A. Sufficient stocks available to the trade and exporters, for
that business.

Q. There is no doubt about that, we have no doubt about that now because
we have 225,000,000 bushels?—A. I never knew any time it was short.

Q. So I don’t need to worry you about that factor. In coming to that
conclusion you had two alternatives; one was to permit an accumulation which
would constitute danger to the market and the other to sell it at the market?
—A. It was not just as easy as that.

Q. It was not just as easy as that?—A. No.

The CrAmRMAN: No sir.
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By Hon. Mr. Ralston:

Q. We will go back again to the original question: You regard the over-
hang as an additional danger to the market?—A. The additional wheat to-day
I would consider a depressing factor in the market.

Q. Thank you, very much?—A. Might I say further, however, that to have
‘handled it because you consider it is a danger on the market or a depressing
factor, and to have undertaken to have gotten rid of it and move it out into
the market would have created no doubt a condition far more difficult than
the one you are now facing.

Q. Couldn’t you purchase wheat at the market price from the farmer and
sell it to the market at world prices?>—A. We were not selling wheat, Mr.
Ralston. '

Q. I beg your pardon?—A. Our organization is not selling wheat, it is not
in the export business. That was left to the trade.

"~ Q. I thought it was selling wheat?—A. No.

The CuarMAN: Not selling for export. :
The WirnEss: There is a very wrong idea on this selling of wheat.

By Hon. Mr. Ralston:

Q. I am talking about your organization?—A. We handle no export
business.

Q. You are selling wheat; who do you sell wheat to?—A. We sell it to
the people requiring it in the trade; to the exporters if they require it, or to
the millers, but we are not exporting wheat out of the country.

Q. You are selling wheat to the trade, are you; when you sold wheat you
so}l}d it to the trade, didn’t you? Is that so?—A. When we were accumulating
wheat?

Q. When you were selling wheat?—A. You see, there is a difference between
wheat and futures.

Q. I beg your pardon?—A. When you sell cash wheat you sell to them to
meet their requirements.

Q. You are selling futures—selling wheat or contracts for wheat to the
trade?—A. Yes.

Q. Is there any difficulty, tell me if there was; could you have purchased
wheat at the market price and have sold it to the trade at the market price?—
A. You mean, without a loss?

Q. Could you have purchased wheat at the market price and then have
sold it to the trade at the market price?—A. There were two prices prevailing?

Q. Could you have done that, taken the loss and have prevented an
accumulation?—A. That is an impossibility, Mr. Ralston.

Q. Is it; that is what they did in the Argentine?—A. Is it?

Q. Yes?—A. You could not have carried on a different policy, moving
more grain into the market, maintaining that higher price.

Q. I am not asking you about maintaining a higher price in the market, I
am asking you about maintaining a higher price to the producer; could you
have paid the producer the market price and have sold your wheat in the market
at the world price, if you had wanted to adopt that policy, could you have done
s0; tell me if you could not and tell me why?—A. There was no such condition

prevailing.

Q. What do you mean by that?—A. There was not a price to the producer
prevailing.

Q. You could have given a price to the producer?>—A. Under that
arrangement?

Q. Yes—A. How could you?
Q. Why not?—A. You have but one market prevailing.



BILL 98, CANADIAN GRAIN BOARD ACT 201

Q. Could you not buy wheat from the producer at one price?—A. Do you
say that he would sell it to you for less than the price prevailing?

The CHAIRMAN: Quite so.

By 'Hon. Mr. Ralston:

- Q. I am talking about the price being lower than what you thought the
price ought to be?—A. I don’t get you.

Q. Let us take the market price, suppose it is 60 cents and you feel that
the producer ought to get 70 cents, would it be impossible for you to purchase
wheat from the producer at 70 cents and sell it on the market at 60 cents and
take the loss and not have an accumulation?>—A. Oh, you are speaking in
reference to a contemplated plan, not as it existed there.

Q. No, I am talking about the work in our organization which existed and
which operated under the guarantee of the Dominion?—A. I do not see two
prices being there, unless you mean futures. :

Q. I am not talking about futures; was there a fundamental objection to
your making two prices, I suppose you have to consider prices?—A. That is
nothing to be considered.

Q. I thought you were considering the producer?—A. That arrangement
was for the purpose I have outlined.

Q. And the purpose you outlined was to save the producer from bankruptey,
wasn’t it; is your policy to save the producer from bankruptecy?—A. That is
one of them.

Q. Could you have saved the producer from bankruptey if you had paid
him a reasonable price, sold on the world’s markets and taken your loss?—
A. T do not see your point, perhaps it is because I am stupid.

Q. I fear I have been the more stupid in the way I am putting it?—
A. No, it is probably mutual.

Q. Is it possible that 75 per cent of that wheat could have been sold?—
A. In theory, yes; not in practice. I would think that would be a very dangerous
policy if carried out.

Q. But is not that the policy that is being carried out in the Argentine?—
A. Part of it.

Q. But, is not that the whole policy?

The Caamrman: No, they have an exchange which covers the whole thing.

The Witness: That is what I referred to. That is the point, you see you
can’t take this thing piece-meal.

By Hon. Mr. Ralston:

Q. Unfortunately, I have to take it in piece-meal; just leave the exchange
out of it, because you can leave the exchange out of it so far as the Canadian
situation is concerned; I am asking you again, can you tell me any practical
objection to it, if so I will be glad to hear it; but it seems to me that it can be

done, perhaps it can not be done—tell me why not?—A. I would prefer the plan
outlined in this scheme, in this bill—

Q. Mr. Brouilette,—?—A. Just over there—

Q. Well, go ahead?—A. —Do you mean, in order to enable you to get free
from the carry-over? _

Q. Right, and to save the farmer at the same time?—A. That brings up
an important point. You will learn a little by experience—I beg your pardon.

Hen. Mr. Ratston: I will learn by experience.

The WirNess: Mr. Chairman, T did not intend for that to be personal.

Hon. Mr. Rarston: Don’t apologize at all.

The Wirness: I should have said, we all learn' from experience.
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Hon. Mr. Rauston: Don’t worry about that, I hope T am learning by yours.
Mr. Porteous: That might be mutual too. : :

_ The Wirness: Now, in the pool itself there were some circumstances that
will have a bearing on this question. 5 .

By Hon. Mr. Ralston:

Q. Sure?—A. It was felt, the Argentine was moving her wheat out, why
don’t you get rid of yours, why not meet the competition. You know, there are
some people who actually believe that you can have your cake and eat it too.

Q. That is, I am afraid, what we are trying to do now?—A. That is what
is involved in this particular bit. That was true. I remember one time the
pools offering grain for sale for several cents under the Winnipeg market in order
to meet the Argentine competition.

Q. They offered grain at several cents under the Winnipeg market to meet
competition?—A. Yes. The theory might have been, well if you reduce your
price so many cents below theirs—there was a very wide spread prevailing, I
do not member the exact figures but it was a very wide spread which prevailed
between their price and ours—so we began offering a few cents, till it got fairly
wide, quite a few cents under the Winnipeg market. What happened? The
Argentine prices were automatically lowered and the spread prevailing was more
or less maintained. I see no reason why you should. not expect to look for that
same experience when you are considering putting into effect a policy of ridding
vourself of your surplus as has been suggested, because you cannot assume that
all you have got to do is lower your price and Argentina will sit there and wait,
because of the experience I referred to.

By Mr. Vallance:

Q. That was before Mr. McFarland took over this?—A. Yes, but it was
a very similar condition.

Q. Yes, but I wanted Colonel Ralston to get that?—A. Yes, but that
causes you to believe, and I really believe that if you start to ecarry out that
kind of a policy the Argentine will beat it. We haven’t the facilities. It would
be a very dangerous policy to contemplate especially when there were signs and
reasons to believe that the farmers in the Argentine are by no means satisfied
with the results they have received on the farming end of that business in the
Argentine. It is just as well to have some knowledge as to how the farmer in
the Argentine is faring as well as how the international grain firms have fared
in the handling of the business; because you will agree with me the farmers’
reaction should be considered a fair barometer as to whether or not the venture
is satisfactory, should it not? They have a small number of farmers organized
there, an organization around five thousand, not a government venture. They
are very much dissatisfied with their experience, though not as many of us
to-day are holding out open arms to embrace the Argentine experiment. They
look forward to a development similar to what we advocate as farmers to-day.
I believe the producers of those exporting countries would have great difficulty
in arriving at a decision as to what they consider would be in the mutual
interest.

By Mr. Vallance: 8

Q. Would the Argentine provision be any different if this bill were in opera-
tion?—A. I believe this bill—that brings up an important point. Probably I
should not talk too much. Canada, as it has been mentioned being the largest
exporting producing country in the world, incidentally should provide leader-
ship in the passing of legislation. In this Act you are providing leadership. I
believe it would provide the incentive whereby you would have co-operation on
the part of those countries, which I think would be welcomed on the part of the
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importing countries, because if we can impartially and without bias and pre-
judice consider this whole angle we will come to the conclusion that a lot of
those tariffs, nationalistic policies, have been enacted to protect the producers
against our wild disorganization. v

Q. Instead of being in the lead we are in the tail end, according to your
own memorandum here?—A. In Canada in this very protection, Mr. Vallance,
you have provided real leadership and I believe the organized farmers in the
Argentine, according to my information, are prepared to pay tribute to that real
leadership. ;

Q. Listen to what you say in your brief on page 8:—

There is not a country in the world to-day in which wheat is an
important crop where governments have not taken action on behalf of
their wheat farmers. In several countries there is a complete govern-
ment monopoly in the purchase and sale of wheat; many countries have
established minimum prices. In others there is a heavy cash subsidy
to wheat growers.

That would indicate to me that we must be on the tail end.
The CuamrMAN: There is nothing there to say that; there is nothing there
to warrant that inference.

By Mr. Vallance:

Q. In dealing with these countries, are you dealing with exporting countries
or with the countries producing wheat?—A. Most important Wwheat producing—
I make reference there to action taken in countries where wheat is an important
product, even to a number of importing countries which recently are on export,
but not normally. ;

Q. With apologies to the chairman, you say, “there is not a country in the
world to-day in which wheat is an important crop where governments have not
taken action.” We must be the only ones that have not taken action?—A. Yes,
we have as you know.

Q. It is proposed to take further action by this bill to meet competition,
if you like, or conditions existing in the other countries?—A. Yes.

By Hon. Mr. Ralston:

Q. T hope that long answer to my question means what it sounded like. It
sounded as if we are not now in the position to compete with Argentine, and that
we have to hold our wheat, because the minute we lower it in order to provide
the place where there is a normal spread between the Argentine and Canada that
minute the Argentine will lower it again and we may never be able to sell our
wheat. That has never been our experience, has it?—A. That you have not
been able to sell the wheat?

Q. We have been able to sell our wheat. I have here pages 130 to 136 of
the report of yesterday’s proceedings in which the chairman put on record the
spreads between Canadian and Argentine wheat, and lots of times the spread
was only 7 cents and 8 cents, and still we were selling wheat. In other words the
Argentine did not lower its prices in order to take the market. That has been
our experience, has it not?—A. Experience in those times?

Q. Therefore you are a little pessimistic in regard to the future of the
Canadian wheat industry if you suggest that if we lower our prices to the prices
gn w?lrld markets then the Argentine would lower hers and we would not be able

o sell.

The Caairman: Would not be able to increase our sales.
Hon. Mr. Rarston: Would not be able to sell.

The Witness: There may be a point, if you are prepared to press sales—I
even doubt it—to where you would materially increase your exports. I say quite
definitely, in my opinion, the nation and the farmers of this country would not
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benefit unless you are determined and are going out deliberately to foster and
promote the keenest international unrestricted competition, rather than to en-
courage internationdl co-operation. That is the policy that you are advocating,
if it would be the proper one to pursue.

Q. I am sticking to one point. Your answer to me when I suggested to you
we might possibly pay the farmers a price which would be reasonable to him and
still sell our wheat at world prices was, the moment we did that Argentine would
cut her prices. Is that so? Was that the effect of your answer?—A. As to how
much you would reduce it, depending on the amount you would reduce it, de-
pending on the place Argentine has on the market, or if it was being offered, the
time of the year and the strength of the market.

Q. Well, now, the figures I have here— —A. All these factors must be con-
sidered. You canot just say “yes” or o no i to a number of your questions.

Q. I am not asking you to say “ yes” or “no”?—A. Then again there are
other factors—I thought you were getting dJscouraged because you were not
receiving such replies.

Q. No. It is all very illuminating. What I am asking you is whether or
not you put it down as a proposition that if we should reduce the price of our
wheat to world prices the Argentine would immediately cut her prices and we
would not be able to sell unless we went down again?—A. You could expect my
opinion would be in regard to the Argentine that I should not speak contrary to
experience, Mr. Ralston, and experience has indicated that what you could expect
is to what extent you would offer, as to how large a volume you place on the
market, and as I stated, as to how much grain the Argentine had on the market,
the position at the time, these are all factors. You might quote a time when so
and so happened but you cannot take that as something that would follow at all
times.

Q. I am quoting you the figures for 1931, 1932 and part of 1933, which seems
to indicate, generally speaking, that there were lots of times when there was a
spread of only 8 and 9 cents a bushel between Argentine and Canadian wheat
and still we were selling wheat. I am saying, judging by that experience, do you
think you are justified in coming to the conclusion that the suggestion I make
cannot be carried out; namely, that we might market our wheat at world prices
if we were able to sell at world prices?—A. The world only takes so much wheat.

The CrARMAN: Hear, hear.

By Hon. Mr. Ralston:

Q. Of course?—A. If you are going to press on the market, Mr. Ralston,
more wheat than the market wants—

Q. I am not talking about pressing on the market more wheat than the
market wants?—A. Because it leaves your hands does not mean it is going to
be consumed; it does not mean that at all. The further you get wheat from the
point of production at the time it is not required, beyond a minimum or nearby
demand, the more that wheat is against the best interest of the producer.

Q. No, the producer has been protected. Now, keep that in your mind, the
producer has been protected by our purchase of his wheat from him at reason-
able prices. Leave the producer out, because he has been taken care of. I am
talking about the disposing of wheat in order to avoid this additional danger that
is mentioned in the League of Nations’ report you have quoted?—A. Then, you
propose to implement a poliey, if you protect the producer, that will create such
a wide spread as between the prices you pay him or the price received for it on
world’s market that probably in three months or six months, if your first ex-
perience is correct the people of Canada would rise up and resist such a policy and
it would probably cause a short lived wheat board.




BILL 98, CANADIAN GRAIN BOARD ACT 205

- Q. Do you think we are doing any better by piling up an accumulation of
225,000,000 bushels to face us this year?—A. Mr. Ralston and Mr. Chairman,
you cannot decide upon this question in a broad way, a matter of this im-
portance to Canada, in a few minutes.

5 Q. I agree with you—A. Now, what are the prospects for some kind of
- a reasonable arrangement whereby import and export countries will consider
5 it in their mutual interest; is it one that will involve the keenest competition
: in order to get more bushels off the market.

i Q. You agree so far the result of international conferences has not resulted
E - in any mutual interest being observed by any other— —A. Let me finish.

X Q. —hbut in everybody looking after his own interest.

3 The CuHARMAN: I think the witness has a right to finish his answer.

The Wirness: Mr. Ralston has been very fair.

i The CrAIRMAN: I am not suggesting he has not been fair. .

The Wirness: Will it encourage the Argentine and other exporting coun-
tries, Australia and so on, will it be in the interest and will it be fair and
reasonable to the human beings, the producers in those countries for you to
set up an arrangement here in marketing whereby you are going to make it

_ far more difficult and you are going to cause more delay in the development
i} of a reasonable basis for co-operation; is that the policy?
s By Hon. Mr. Ralston:
B Q. I do not know what you are getting at?—A. What is your question?
L Q. I asked you if, so far as past experience was concerned, there had been
b very much sucecess in connection with international co-operation and the look-
2 ing towards mutual interests, or whether so far the situation was not that each
B country pretty well had to look after itself?—A. When is a nation in a posi-
‘ tion—

The CuamrmaN: France has been the greatest possible help to us.
¢ The Wirness: When is the time to decide just the success of a policy?
‘ﬁ\ By Hon. Mr. Ralston:
: Q. I beg your pardon?—A. It has been already outlined where a policy—
3 Q. Don’t get into that at all.—A. I won’t. It has some bearing on this.

History, in my opinion, and so far as I see what should be done and ultimately
must be done, our Canadian history, in my opinion, some time in the future
will record the efforts on the part of Canada in its endeavour to promote inter-
national co-operation, will proclaim this as one of the greatest influences, as
one of the greatest supporting points in the result of statesmanship.

Q. I would like that to be written— —A. Therefore you are not in a posi-
tion to decide if it was a failure or success.

Q. I would like that record for Canada to be written in the international
records; but at the moment I should prefer the Canadian wheat producer to
be looked after?—A. Are you going to take a shortsighted policy?

Q. I am afraid we cannot take the policy that has been pursued in the
last three or four years as being a long sighted policy?—A. Are we expected to
support a policy that only adds to confusion.

Q. Do you mean by that Canada’s duty to the international world is to
hold off the market 225,000,000 bushels of wheat in order to hold an umbrella
over the other countries?—A. On the other hand—I do not agree that that is
what we are doing. Now, it is held by people very well educated that it is in
the best interests of Canada to market 200,000,000 bushels of wheat at 50 cents
rather than 100,000,000 bushels of wheat at $1.00 a bushel.

Q.'T am not talking of that?—A. Is not the same thing implied?
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Q. I am talking of the situation here; you are talking of international
co-operation?—A. Is not that implied? It is the same thing in my opinion.

Q. I am sorry, but I cannot agree with you there. Now, let us come back
to the Argentine plan: namely, to pay the producer a minimum price—the
price may not be his reasonable price, but it is regarded by the country as a
price which they can pay—and then sell your wheat on the world market.

The CrarmaN: And the deposit of all the sales in the clearing house; that
is the most important thing of all. ;

Hon. Mr. Rarston: That is a simple matter.

The CramrMAN: Oh, no, it is not; it is the guts of it all.

The Wrirness: The people are not satisfied as to the out-come of the
practice and the improvement in the future by following that policy.

By Hon. Mr. Ralston:
5 Q. Do you agree that wheat ultimately has to be sold to the consumer?—A.
h yes.

Q. When do you think it is going to be sold in the way we are operating
now ?—A. That depends on development—on crop.

Q. We have to wait for rust in the Argentine or some other trouble, for
a short crop in Australia or a short crop here?—A. Frame your national policies
that they do not assist and promise to perpetuate the very reason for the condi-
tion that exists. :

Q. I agree with you thoroughly in that, but I am afraid that the policy you
are advocating may perpetuate that very situation, and I am very alarmed
when I hear you suggest that the accumulation of 225,000,000 bushels, which
we have accumulated in the last three or four years, is something which is
justified in order to assist the wheat situation?—A. Who said that?

Q. You do not agree with that?—A. I think I did not leave that impres-
sion; but at the same time it was accumulated—it was for a purpose and did
assist for a time, and rather than move it out— ;

Q. In other words, it was a short view policy—it was the very policy
that you deplore?—A. I do not know that it was such; I am not saying it was
a perfect policy.

Q. I did not say a perfect policy; I say it was a short view policy—it
was something which did at the time but which has resulted in the accumulation
of 225,000,000 bushels with which we are faced?—A. That is the reason we
favour the Wheat Board, because it takes the longer viewpoint. We were
dealing with the matter as an expedient at the time.

Q. The Wheat Board still has to sell wheat on the world markets, has it not?
—A. Yes, but there is more certainty as to continuity and continuation.

Q. I hear those words, but I am talking of selling wheat to the customers;
the Wheat Board has to sell wheat on the world markets, has it not?—A. Yes.

Q. And in competition with other countries?—A. Yes.

Q. And if the Wheat Board does not accomplish that it is not any good,
because you agree that rolling up accumulations of wheat are in their nature
disastrous; is that right>—A. A Wheat Board should be in a position—Mr.
Ralston and Mr. Chairman, if our nation—you as a House of Commons—
whole-heartedly get behind the establishing of a Wheat Board and you serve
notice thereby on the nations of the world that there is strength behind that
movement, that the country is a unit, then that in itself is a very strengthepmg
factor in as far as markets are concerned, and you are in a position, especially
those of us who share these views in support of broader and freer markets—
broader and freer to exchange the goods—well, what better prospects have you
oot to give effect to that other than through this arrangement of a system of
marketing. ; :
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Q. Do you consider that the creation of a government monopoly is also
a strengthening factor in the country that imports where every indication to
be self-contained will be strengthened when they see across the water a gov-
ernment monopoly which proposes to make them pay what they like for their
wheat?>—A. Mr. Ralston, if words were facts and if the importing countries
were scared by the mere use of words then I would agree to that statement;
but the facts and the proof we have are just contrary to that. I have said to
you in this brief, because of what we were doing other than we should have
done created difficulties in which they attempted to protect themselves against
those difficulties. This idea of pools scaring the buyers away from Canada and
all that sort of thing is just talk. The trade of the old countries, supplemented
by support on this side, saw fit to cause a lot of public talk about it, and they
succeeded for the time being. There are not facts to support that contention
that the Canadian co-operative organizations antagonized the overseas buyers.
Q. Is that so?—A. I might mention this because it has a bearing on the
question you raised. 3

Q. Certainly, it has—A. But mind you, people who held those futures at
that time, resulting ultimately in the closing of our overseas offices, were
justified for the action taken, because the public sentiment is there, created
by the same type of people in the trade in the old country that has been
appearing before this' committee here in opposition to this bill. That cannot
be said, speaking for Canada. And furthermore, since it was necessary for us
to go out of the export business, Mr. Chairman, I can produce, and, in fact,
two years ago I gave to your Minister of Trade and Commerce, the Hon. Mr.
Stevens, copies of letters we had received from a number of our important
customers from many of the countries abroad who regretted that we were no
longer in a position to provide the service where they could continue to deal
through our overseas offices—latterly pointing out two objections to advantages
that were being taken of them in respect to certain Canadian grains that they
had hitherto been purchasing through our offices, and a number of them hoping
for the early return of an opportunity of again dealing directly. Therefore, I
say to you—and I asked at the time copies of those letters were left with the
Minister of Trade and Commerce—in view of the wide-spread propaganda
that had been circulated throughout Canada and the old country in connection
with this matter—to have your foreign Trade Commissioners check up and
to satisfy yourselves as a government as to whether or not the letters gave a
correct version of the situation or not. Up to this time I have not received
any word from any representative of this government to the effect that those
letters were not based on a proper premise. If anything, I would not doubt
that our own Prime Minister himself has considerable doubt as to the correctness
of the facts behind such propaganda that was so current at that time and is
s;clill being mentioned by people who are in a better position and should know at
this time.

Q. Now, let me sum that up. You say that this talk about a government
monopoly in wheat injuring our markets abroad or creating a feeling of resent-
ment in the minds of our customers, is all propaganda?—A. So far as that
propaganda is levelled against our organization, yes; and the same principle is
involved—

Q. Now, have you had any letters the other way, protesting against your
organization holding wheat too high?—A. I think there may have been a letter
where they felt it was being held.

Q. A letter?—A. There may have been more than one; but I say in the
great majority of cases, and we have not asked our government to take our
word for it, Mr. Ralston—now what is the proof as to whether or not that
charge has been correct?

Q. I am asking you if you have had any other letters
indicating—?—A. I would say—

any other letters
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Q. Indicating resentment?—A. I think, probably, there have been some 1
that really share that view.

Q. Did you hand those to the Minister of Trade and Commerce?—A. I

think he had the information.

Q. I say, did you hand those letters to the Minister of Trade and Commerce
too?—A. I do not know if they are in that file or not.

Q. Would it not be fair to hand them all in?—A. They were not in that
file; he has been advised.

Q. Why would they not be in the file?—A. AIl I have is the letters and
the file that was forwarded to him as the result of the inquiry that had been
made. As to whether or not these other letters you refer to—you appear to
know more about them.

Q. I do not know about them. I have never seen the letters or heard of
them. I am waiting to hear?—A. If they were not in the file it is because they
were not received and filed at the time the file was submitted to the Department
Olf Tl;ade and Commerce. Now, would it worry you if I made this other point
clear?

Q. No, you are the witness?—A. What is the proof of a policy?

The CuarMAN: The proof of the pudding is in the eating.

The WiTxEss: Suppose you or Mr. Vallance have 100 bushels to sell.

Mr. Varrance: I wish I had.

Hon. Mr. Rarston: I wish I had too.

The WrrnEss: At the end of the season you say, “ Mr. Vallance, you did
not sell your wheat ”—and he charges you to sell your wheat; so it becomes
a matter of controversy who sold his wheat.

By Hon. Mr. Ralston:

Q. We ought to know?—A. Yes, we should know. I think this is the best

proof we can get of it. Our Mr. Brett, who will be appearing before this
‘committee, will go into more detail; but for the four years when we were
operating on the largest scale, 1926, 1927, 1928 and 1928, the total deliveries
of grain in the three Western provinces were 1,455,252,835 bushels. The per-
centage of that total delivered to the three pools was 755,719,373 bushels, or
51-9 per cent of the total. The total carry-overs at the end of each year for
that period of four years was a total of 402,000,000 bushels. Now, if we sold
more or less of our share in that period it would show up in our share of the
carry-over, would it not?

Q. You say that?>—A. Would you not agree?

Q. I would think so.—A. Our share of that carry-over referred to of
402,000,000 bushels over that four year period—

Q. You mean the total carry-over when you say share?

The CuarMAN: The total mechanieal carry-over, the total Canadian carry-
over, 402,000,000 bushels.

The Wirness: The carry-over for the four years, each year.

The CuarrMAN: And added together they made 402,000,000 bushels—the
Canadian carry-over.

Hon. Mr. Rauston: It would be the general carry-over.

The Wrirness: Yes, the pool’s share of all that—that is what we carried
at the end of each year, totalled for those four years on the same basis as the
figure above referred to was 170,000,000 bushels, which was 42-3 per cent, and
we were entitled during that period 51+9 per cent, to have carried our fair and
equal share on that basis.

Q. On the basis of the grain you handled?>—A. Yes. The pool’s carry-
over, if the pool had carried its proportionate share, would be 208,000,000. The
trade carried 38,658,000 bushels that we could have carried at that time. If
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~ that is not sufficient to establish a reasonable proof of the case we will leave
it in that way and Mr. Bredt will go into it if there is any question raised

~ on that. If you were handling this grain and you here were in the importing
countries (indicating)—say you had been holding your grain. We have got
peeved at you over here (indicating), so we just won’t come to you. Gracious
sakes alive, there was 49 per cent—48 and a fraction per cent of Canada’s
wheat handled by people other than the Canadian pools. Why didn’t they
come to them and buy? Why would they not have gone to them and got
away from the antagonized sellers, the ones that created antagonism.

Q. I think the answer would be because there were still an open market
and the pools were only operating a part of the market. There was still a
world market. It does not seem to me it proves very much, when you come
to touch the practicability and the effect on a customer of the 100 per cent?
—A. If you create antagonism as a sell, you have got to bear any competition.
If you have a seller not in the pools, would not your very attitude towards the
buyers cause them to go to him?

Q. I would not think so, if there is a world market?—A. It should.

» By Mr. Vallance:

Q. In other words, it should restrict your sales—A. It should have gone
to you and restricted the pool’s sales. Your opinion here is just to the contrary.

By Hon. Mr. Ralston:

Q. Were the pools selling at the world price?—A. We were selling at times
at around 60 to 80 per cent disadvantage upon the market.

Q. Were you selling at the world price?—A. Sometimes offering under
the market.

The CuHAIRMAN: It represents the selling.

Hon. Mr. Rarston: He says somefimes offering under the market.

The CrARMAN: Most people said offering over the market.

Hon. Mr. Rauston: He says no.

The Wrrness: There is another point that I think you as a committee
should satisfy yourselves about before you go out of your way to make changes
on the supposition that there is something of such importance in this open
market that would warrant keeping it operating. There have been a lot of
charges. You take the first year we started to operate the pool when the market
price was $1.49—$1.51 on August 2, 1929. We continue on operating. We make
a dollar initial payment. We decide some time in March or April to make our
first interim payment. The 2nd or 3rd of March the open market is $2.05
and a fraction. Unfortunately, we decide on making an interim payment of
35 cents. That brings your total payment up to $1.35. Inside of a month the
price on the Winnipeg market goes from $2.05 and a fraction down to $1.38%
on the 2nd or 3rd of April. Then within a month following that it rebounds up
to around $1.70.

By Hon. Mr. Ralston:
Q. What year is this, 1929?
Mr. VAaLLaNcE: 1929.

The Wirness: 1925. That is recorded in the grain trade of Canada’s year
book. To be exact, on August 2, $1.51; on March 4, $2.05%; April 4, a month
later, $1.38%. May 3 and 3 are holidays; May 6, $1.72%, a spread there of
around 67 cents, drop within a month. Keep in mind that when you are con-
templating a policy that continues the operation of an open market, you will
have to judge your sales policy then as to that extent, as to what that price is.

Remember our banking arrangements with the bank provided for a margin as
10103
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between the price paid our growers and the amount borrowed from the bank.
If we had gone ahead at the time with $1.35 payment, we were in difficulties
with the bank. You can see, when you blame the pools for ‘what happened—

Hon. Mr. RaLsToN: I am not blaming them.,

The WirNness: No. I am saying people generally. T should not make it
personal.

Hon. Mr. Rauston: T am talking about the government monopoly of wheat.

The WirNess: I just say “you” in conversation.

By Hon, Mr. Ralston:

Q. Wait now. I want you to understand now that we are all—well T will
say myself that I am in favour of a Canadian grain board. I have said that.—
A. Yes. 1 should not use it personally.

11Q. No.—A. When I say “you,” that is a habit. I refer to the public gen-
erally.

Mr. PorTEOUS: You represent everybody.

The WitNEss: The reason I believe that we should get this clear in our
minds is because opposition to a board is on the same principle for which they -
claim the Canadian Co-Operative Wheat Producers Limited have failed.

The CHAIRMAN: Quite so.

The WrnNess: So that it is necessary to involve that, and I want you as
reasonable men which you are—

The CuEAIRMAN: We understand that.

The WiTNESS: —to get into your minds clearly what an impossible er
difficult situation prevailed there, where the pools were obliged for their finane-
ing operations, to serve this open market price structure that was the basis for
banking operations, not being let alone to carry on and develop markets and
that kind of thing; day-in and day out watching for a price war that is gomg
to be made against you. I am not saying this was deliberate, but I leave it to
the representatives of the trade—I have left it to them—to explain just why
this situation happened to coincide, and just why a wider spread should prevail
within that one month; and as to whether or not a system which would, before
the pools were very effective in themselves, create a situation of that kind, is
one that Canada should lose any sleep over as to whether or not it should be
maintained.

The CuHAmRMAN: A little nourishment probably will enable us better to
understand it, so we will come back this afternoon. We will see what is done
in the House, and come back say about four o’clock. We will try that anyway.

Hon. Mr. RaLstoN: That is all right so far as I am concerned.

The Committee adjourned at 1.25 p.m., to meet again this day at 4 p.m.

AFTERNOON SESSION
The Committee Resumed at 4 p.m.
Louis C. BROUILLETTE, recalled.

By Hon. Mr. Ralston:

Q. I suppose you have finished what you were talking about when we rose
at lunch hour. Had you anything to add to what you were saying then?—A.
What was the question?

Q. I think the question was a long way back of the answer?—A. Probably
that was the nature of the question.
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Q. You haven’t anything to add?—A. Not from memory of what it was.
Q. I want to ask you a question with regard to your reference on page 8
of your memorandum in which you say:—.
In several countries there is a complete government monopoly in the
purchase and sale of wheat. .
To what countries did you refer?—A. Russia is one.

Q. Yes, any others?—A. France to a very considerable extent.

Q. Well what is the situation in France? Does the government buy the
wheat?—A. They have restrictions equivalent to that.

Q. Well, I think it would be useful to have on the record just what you
mean by that?—A. There are restrictive measures there which prohibit free
imports of grain depending on the regulations within the country.

Hon. Mr. STEWART: You mean they have a very high tariff against us?
The WirnEss: Yes.

By Hon. Mr. Ralston:

Q. Do you think it is quite right to say that France is one of the countries
in which there is complete government monopoly in the purchase and sale of
wheat?—A. Oh, no; in many respects.

Q. Is there any country in which there is a complete governmental monopoly
in the purchase and sale of wheat, except Russia?—A. The Argentine approaches
it,

Q. Well, we know what the Argentine system is. In France?—A. No other
export countries—that is, that are nominally exporters. There are so many
of these regulations and controls that without checking up the statistical record
of it I would not be prepared to say offhand, because the report is based on a
study of the policies of those many countries.

Q. But the statement in your memorandum is that there is “ complete
monopoly in the purchase and sale of wheat.” Does that apply to any country,
really, except Russia?—A. There are a number of countries with government
monopolies.

Q. I understand that government monopoly means that nobody but the
government can purchase or sell wheat?—A. That may be the literal interpreta-
tion of the term.

Q. That is what I took from what you said. I am perfectly willing for
vou to say what is meant here; but the statement is that there is a complete
government monopoly in several countries in the purchase and sale of wheat, and
I took it to mean that no one but the government could purchase or sell wheat
except, of course, the producer.

The CramrMAN: Or with the permission of the government. I think, per-
haps, you should put it that way. Or with the consent and permission of the
government; that would be the French situation.

The WirNess: I can name the governments and the measures that are there.
The Craamrman: That is what Colonel Ralston has asked for.

Hon. Mr. RarstoN: I think it would be useful to have on record the different
systems.

Hon. Mr. Stewart: That is hardly correct, Mr. Chairman—either where

~ they have complete governmental control and where they have only partial.

The CrairMaN: He can differentiate.

Hon. Mr. Stewarr: We are referring to complete governmental control.
1010—33




212 SPECIAL COMMITTEE

By Hon. Mr. Ralston:

Q. We are talking of exporting countries, are we not?—A. Oh, no, countries
in which the production and sale of wheat is an important commodity. We have
Hungary, Roumania, Bulgaria, Jugoslavia—restriction of imports, bounties on
exports, marketing monopolies, lowering interest rates, moratoria on farm debts,
stabilization of prices, direct farm relief, but no general rise in agricultural
prices.

Norway, Sweden—Growers protected against outside competition; guaran-
teed fixed prices for home consumption; import of cereals under rigid control,
and export dairy produce and some livestock under organized control, also
domestic marketing eggs, hogs, hog products under organized control.

Denmark—Government abandoned free trade policy and now restricts
imports, controls export trade, and production and marketing of livestock—even
to destroying thousands of heads of livestock, and maintains minimum prices in
home market; reduces farm mortgages and interest rates and furnishes new
agricultural credit through government agencies.

Germany—Marketing and production under control and regulation and
home market been practically assured for home producer.

Italy—entire agriculture organized into (1) master farmers (2) agricultural
workers (3) agricultural experts and an organization of representatives from
all three. Italy nearly self-sufficing in matter of bread cereal supplies.

Australia—lowered value of currency, supplemented by bonuses on wheat,
cotton, flax; direct farm relief; vigorous promotion collective market. Home of
organized marketing under legislation. In Queensland over dozen marketing
boards handling practically every farm product, has operated for twelve years.
Export of fruit.controlled by federal marketing board, and recently dairy industry
under similar control. ;

New Ze