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SUMMARY OF RECOMMENDATIONS 

CHAPTER III 

CONCENTRATION A:t-.'D THE CORPORATE SYSTEM OF BUSINESS 

1. Amendments to the Dominion Companies Act:-
1. Abolition of shares of no-par value 

or 
A requirement that the full consideration received for no-par shares be credited: to 
the capital account. 

2. All premiums from the sale of par stock should be placed in the capital or non-dis
tributable account. 

3. All increases in surplus or reserves which result from an increase in asset values (as 
a consequence of write-ups, appraisals, etc.) should be regarded as capital surplus, 
Le~ incapable of having dividends cbarged against them. . 

4. Companies should be incorporated only for activities which they intend seriously to 
purruc at the time of incorporation. They should be prevented from engaging in 
actildties not directly related to those for which they were incorporated, unless they 
h& ve previously secured, 
o. approval of the shareholdeJ's, and 
b. supplementary letters patpnt. 

5. A compa.ny's annual st.awment, togetheor with the auditor's report should be required 
to bE" published in the daily press and in The Canada Gazette, in such a way as to 
ensure thE" widest publicity. 

6. The company should be also required to file such statements with a public authority 
more specifically with the Securities Board recommended below. 

7. The I'esponsibility for this publicity should be placed on the Board of Directors of 
the Company, who should file with the Securities Board, satisfactory proof that this 
obligation had been carried out. Suitable penalties should be provided for non
compliance with these provisions. 

8. Annual statements should be given in more detaiJ than at present and should include 
information under the following headings:-
Q. Fixed and intangible assets to be given in more detail than at present; 
b. Investments and &eCuritiE"5--nsture, and market value. 
c. Inventories--so as to show raw materials in process of manufacture. 
d. Accounts and Notes Receivable-in such a form as to make a distinction betwef:-D 

current and overdue and doubtful accounts. 
8. Executive salaries and bonuses-e:o as to show the number of executives and the 

tota.l amount paid. 
I. The amount, if any, by which fixed assets (including goodwill aod ot:.her intan

gibles), havE' been written up. 
9. The prospectus provisions of the present Act. should be altered to place upon a com

pany and its directors the responsibility _ for representat10ns made on any alTering for 
general public subscription, whether made on behalf of the company or not. 
Il this change cannot be mude through the Companies Act, it should be made s 
criminsl offence to offer for public subscription. securities of a company wiith federsl 
incol'poration, if those securitjes have not been subjected to the prospectus obliga .. 
tiow; of the Dominion Companies Act .. 

10. Evpry prospectus should' be required to state in clear detail all commissions, fees, 
and other remuneration received by promoters, underwriters or middlemen. 

11. Whenever shares are allocated otherwise than thl'Ollgh an offer to the public a 
statement in lieu of prospectus should. as formerlYI be filed. It $hould also be p~b
lished in the press and in the Canada Gazette 10 such a way as to ensure the 
widest public~ty. 

12. The classes of sharE'S that may heneeforth be offered to the public should be limited 
to common and prel8TTed without any subdivisions. 

13. All shares offered, both common and preferred, should bear equal voting rights. 
14. Management sha ..... should be prohibited. 
16. When the management of a company have become aware of the serious impairment 

of the capital of that company, they should be required forthwith to inform. the 
directors of ,that fact, who shall be under obligation imm~die.tely to call a meeting 
of shareholders and put the above situation before them. 

xviii 
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16. '.l'he first permanent directors of a' company should be held responsible for all busi
. J;l.ess transacted by the provisional directors. 

17. Directors should be prohibited from speclflating in the shares of their comparues. 
They should be r~uired to, disclose annually to .their shareholders the extent to 
~vhich thfY have directly or indirectly purch~ed or sold their company's shares dur. 
mg the year. 

2. Provisions to Prevent" Stock-Watering ":-
1. It should be made illegal for directors, promoters, etc., to issue fully paid-up shares 
. unless the company receives for these shares, adequate consideration in cash, pro~ 

erty. or services. The Courts should investigate the adequacy of such ~onsidera
tion, when such adequacy is involved in any litigatioD. If the Courts decide that 
inadequate consideration was given, then liability for the balance of the considera
tion unpaid should attach to thE' directors concem-ed, if it is shown that, 
Q. such directors had knowledge of the inadequacy of the consideration, or 
b. failed to take reasonable steps to ascertain the adequacy of the consideration. 

2. A Securities Board should be set up, functioning as 0: section of the proposed Federal 
Trade nnd Industry Commission. Its functions would be:-
a. To review and investigate the proposE'd capital structure of all companies incor-

porated under the Dominion Act and desiring to issue stock to the public. 
b. To pass on all such issues of bonds Of stock after careful investigation. 
c. To scrutinize thE' advertising and publicity material accompanying such jssues. 
d. The Board should have no powef formally to approve; merely to reject. 
e. No company or investment house whose proposed issue of shares has been under 

review, and not rejected, should be permitted to make any reference to that 
fact in its advertising literature. 

3. Appraisal companies should be made liable in damages to anyone suffering loss 
through the purchase of stock, to which purchase any such appraisal has 
contributed, if it can be shown that such appraisal was untrue in any material 
part, and that it was issued or published by the Appraisal Company, 

o. without honest belief in its accuracy, or 
b~ without such company first having taken all reasonable means to verify the acc~ 

,of ~e facts- or opinions contained in- the appraisal. . 
4~ Mining companies might be exempted from those specific recommendations 

~onqerning inadequacy .of .consideration, with the directors being liable for 
'anY'inadequacy found, since such companies are by nature highly speCUlative. 

5. The whole trend·of law should he towards putting the managers and directors 
. in a trustee capacity. with respect to all security holders. 

CHAPTER IV 
• 

INDUSTRY 

Recommendations covering this Chapter will be found under "General 
Recommendations," Chapter IX. Such questions as: Competitive practices in 
the tobacco industry; territorial price discrimination in the fertilizer industry; 
discriminatory discounts in the rubber footwear industry; surplus capacity and 
unfair competition in the milling and baking industries; proposals for industrial 
self-government in the furniture industry, would all fall within the purview of the 
proposed Federal Trade and Industry Commission. 

CHAPTER V 

LABOUR AND WAGES 

The major recommendations of this chapter are better administration of the 
labour laws now on both provincial and Dominion statute books, miscellaneous 
improvements in this legislation, a few types of new legislation, and more con-
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tinuous study of, investigation into and publicity for the whole range of prob
lems covered by the title of this chapter. In detail they are as follows:-

1. More complete organization of industry into employers' and trade associa
tions. More adequate general statistical work and more intensive 
research into personnel problems. Collective bargaining by trade unions 
and associations. 

2. More complete organization of workers into trade unions. More adequate 
recognition of trade unions by governments and employers. 

3. More adequate appropriations, larger and better staffs for labour law admin
istration, both DoIninion and provincial. 

4. Improved provincial minimum wage laws with 
1. enforcement and inspection, 
2. increased penalties for violation, 
3. minimum wage boards, having the power to order restitution of any deficiency in 

/Wage payment, 
4. no general exemptions to firms for any reason, 
5. DO f' 80 per cent clause," 
6. no " a.veraging," 
7. rigorous definition of CI inexperienced workers," and definite restriction of the propoJ';oo 

tion of them to the total force in any factory, 
8. a careful reconsideration of regional difierentials, if any, in the legal minimum wage 

set, 
9. minimum wage Ifl.IWS {or men, and 

10. non"partisaD administrative personuel. 

5. Hours of labour laws. 
1. Administ .... d by the minimum wage Or other appropriate authority, which should 

determine both the hours for which the minimum wage is payable &nd the m~ 
mum. hours which may legally be worked. 

2. Maximum hours of labour for men. 
3. Reduction in the standard hours of lobour wlOOh should certainly not ex~ed 44 hours 

per week as a maximum. 
4. Flexibility in the administration of sueh laWB permitting long hours when necessary. 

with timHkndo..a-hall and double~ime for overtime. 

6. Employment Records. 
Legal requirement that every employer keep, in. either French or English. a complete 

flet of employment records. • 
7. The extension of collective labour agreements by law, provided: 

1. that there must be DO impairment of the right to strike. 
2. that the agreement is genuinely representative of the recognized interests of a majority 

of the workers in the industry t 
3. that the law be not used as a method of crystaHizing low wage rates, and 
4. that the 1&w must protect the public interest against the possible danger -of monopo-

listie combination of employers and workers. 

8. Amendment to the Criminal Code to make certain undesirable industrial rela
tions practices indictable offences. 

9. Amendment of the Fair Wages and Eight Hour Day Act, 1930. 
1. to cover all Dominion contracts. direot or indirect, 
2. ,to authorize the Department of Labour to detennine and define" fair wages and con .. 

ditions" in the occupations and industries affected, and 
3. to I't'Etrict the bidding on public contract-s to a CI white list" of eligible bidders. 

10. Industrial disputes investigation. 
The I. D. I. A. or the Inquiries Act should be amended. if necessary. and utilized to 

bring within the scope of public investigation a wider range of industries, but with .. 
out restriction of the right to strike. 
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11. ~{ore and better labour statistics. 

12. Division of Research, Standards and Services. 
The creation in the federal Department of Lahour of an entirely new 

division under thoroughly competent supervision, adequately staffed and 
financed, for the following purposes:-

1. General research into industrial relations. 
2. The provision of information, advice, and service to provincial departments of labour, 

employers and w.orkers. 
3. The drafting of model labour statutes with explanatory memorande. for legislative 

committees, etc. 
4. The planning and management of Dominion-Provincial Conferences on matters such 

as International Labour Conventions, or uuifam provincial labour laws. 

13. National regulation of employment conditions preferably by Dominion legis
lation, if feasible, or, alternatively by inter-provincial co-operation. 

1. Thorough exploration of the constitutional possibility of the enactment of Dominion 
labour legislation. 

2. If such legislation is now precluded by insuperable constitutional obstacles, the neces--
sary amendment of the B. N. A. Act. ~ 

3. The creation of an unpaid, permanent, representative. rotating, and non-pa.rtisan, 
Adyisory Council to the Dominion Minister of Labour, for the following purposes: 
o. To work out the general principles and procedure of effecting the necessary read

justments after the Dominion legislation is enacted. 
b. To plan for decentralized but uniformly efficient administration, through pro

vincial Departments of Labour, if possible. 
c. Regardless af the enactment of Dominion labour legislation, generally to encourage 

and promote public understanding of the problems of labour relations. legisla
tion and administration. 

d. And for such other purposes as the Governor in Council or Minister may deter
mine. 

4. Pf"nding the settIf:mf'nt of the constitutional question of Dominion or provincial com .. 
peLence, annual convocation oi a Dominion-Provincial Labour Con,ference to con
sider: 
a. Methods of harmonizing provincial labour legislation. 
b. The implemen,ting of International Labour Draft Conventions. 
The agenda for such Dominion-Provincial Labour Conferences and all memoranda 
should be drafted and circulated by the proposed Division of Service and Standards 
of the Dominion Department af Labour. 

CHAPTER VI 

PRIMARY PRODUCER 

1. The Fruit and Vegetable Grower: 
1. The extension to all canning plant.s Gnd to all produce of the el.1>erimental inspection 

,sprvice began ip. 1934 and- des-igned to check deliveries of fruit and vegetables for 
quality, grading and weight. This ~hould remove complaints of arbitrary and exces
sive 10 dockage." 

2. The Live Stock Producer: 
1. Direct shipments of live stock to packers' yards to be subject to the same rules of 

weighing, grading, publication of prices, deliveries, sales, competition and. super
vision as shipments are to the public stock yards. 

2. R('gulations to be passed to pennit producers, where they so desire, to sell stock by 
auction, on the public stock yards. . 

3. Live stock Commission agent.s' charges should be based on a lower epecrfic charge 
plus a commission I'E'ckoned on the value of the live stock sold. 

4. All commission agents to be licensed and their responsibilities clearly defined by the 
Dominion Government. 

5. All truckers to be licensed and bonded. and to use standard bills of lading. Truckers 
to be prohibited from selLing stock themselves. 

6. The Elale of hogs by fixed differentials to be discontinued with the exception of t.he 
premium on selects and each grade of hogs to be sold separately at whatever price 
it will bring. 
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7. Grading of hogs 00' the rail to be introduced "and developed where producers desire it 
and conditions make it possible; grading oC live hogs by Department of Agricnlture 
officials to be continued. 

8. Cattle to be graded and .old on grades. All live cattle to be graded bofore export 
. ·to Great Britain. 

9. A percentage 01 cutter and canner beef to be removed from the meat trade and 
diverted to other uses, such as fertilill:er or tankage. 
Dis~~sed, old, and thin sto~k to be kept off the fresh meat market entirely. 

10. MUDlclpal and smull abattOirs to be placed under the Health of Animals Branch 
Department of Agriculture. ' 

11. Consumer grades for meats. 
12. "A" ~de bacon for export to be composed of sides from select and bacon hogs only. 
13. Gntdmg of bacon and hams for export to be done in Canada by qualified government 

~ inspectors. .. 
14. Reduction of freight rates on Jive stock for export. 
15. A Live Stock Bonrd to be established under appropriate jurisdiction with the follow

~~~: . 
a. The prompt dissemination of information .to producers and the trade generally, 

in respect to prodl1ction, marketing, stocks, and-prices, both export and domestic; 
b. AdmiIristrati\'e jUI'isdiction in matters connected with all phases of live stock 

marketing and in connection with disputes between producerS, processors, etc.; 
c. Licensing and supervision of truckers, dealers and export packers; where neee&

sary in co-operation with provincial authorities; 
d. Adequate inspection of all marketing stages and action to eorreet abuses; . 
e. Co-operation with producers, processors and the trade generally, to ensure as far 

as possible a balance between production and available markets; 
J. To encourage the organization of producers of live stock for l'egular and orderly 

marketing; 
g. Improvement of quality of all live stock; 
h. The formation of a uniform policy on external marketing, with a view not only 

to promoting new, but also retaining and developing, existing markets; 
i. The st.abilization of :mpplies, and the reguiation of quality to each particular 

market; 
;. The utilization of all available means to secure fair returns to the primary pro

ducers of good stock. 
16. The Live Stock Board to make a careful survey of the situation in the British mar

ket. with a view to; 
a. Ascertaining to what (>xtent Canadian Packers and the British Bacon Committee 

operate as a lDutual body; and 
b. To revise the g1'ading of export b~con so as to insure the highest possible price 

for Canadian 01 selects II and .c bacon" hogs; and 
c. To secure such a system of distribution as will satisfactorily meet the require

ments of the British tmde, while at the same time insuring full and adequate 
protection to the produce-r of hogs in 'Canada. 

3. Fisheries. 
1. The present system oi culling and weighing fish purchased from fishermen by the 

distributing companies, to be revised. 
2. Uniform zone freight and- express rates for fish, from Atlantic Coast points. 
3. Adequnte officiul nnd compulsory inspection for all fish, whether for export or 

domestic consumption. • 
4. Trawler operations to be gl'adually discontinued by Government prohibition. 
5. Encouragement of the co-operative movement. .. 
6. Establishment of a Fisheries Control Board with the folJowlDg dutIes: 

a. To make every possible effort to raise the price to the fisherman. 
b. The elimination of misrepresentation of varieties and grades of fish as now pre

vailing in the retail markets in Canada. 
c. The establishment of a higher standard of quality of fish marketed. in Canedd. 

by regula,ting the conditions under which fish, and especially fresh fish, may be 
handled. 

d. The establishment of adequate inspection of grades as affecting products for the 
Canadian and eXtort markets. 

6. The elimination 0 consignment shipments. . 
,. The elimination of cut-throat competition and other unsound trade practices .. 
g. The direction of surplu9 production of fish through channels calculated to bnng 

the most profitable financial return. . . . . . . 
h. A thorough survey of cond,itions surroundlDg, 1\9 well as the dlsablhtles retar<hng 

development of existing and potential export market. ... 
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7. Local advisory committ.ees to assist the Control Board: at least five, -as follows:-
1. On Fresh Fish. 
2. On Dried and Cured Fish. 
3. On the Herring Fisheries. 
4. On the Pickled Fish Industry. 
5. On Lobsters, Salmon, etc. 

8. The Dominion Government should give early and favourable consideration to the 
establishment of a limited fund for the extension of credit to fishermen for the 
purchase, or repair oC equipment, gear. etc. 

4. General. 
• Official encouragement to primary producers to organize for co--operative marketing. 

CHAPTER VII 

RETAIL DISTRIBUTION 

The practices and problems discussed in this chapter lire those which would 
fall under the purview of the Federal Trade and Industry Commission. Our 
recommendations, therefore, in connection with distribution generally, will be 
found under the General Recommendations of Chapter IX. 

Certain specific recommendations are, however, made in this chapter with 
respect to the ConSumers' Co-operative Movement, as follows:-

1. Consideration of the possibility of federal legislation for the incorporation and 
regulation of consumers' co-operatives, enabling them to do business under the same 
conditions as any federally-incorporated company. 

2. Prohibition of the use of the word II co-operative" in any trade mark or as 'Part of 
any trade name except by a bona fide co-operative company, organised as such. 

CHAPTER VIII 

THE CONSUMER 

1. Consumer Standards: Marking, Labelling, etc. 
1. Extension of the functions of the National Research Council to include the prepara

tion of consumer standards and specifications and the analysis and testing of con
sumer products. 

2. Creation of a Consumer Commodity Standards Board, as a section of the Federa! 
Trade and Industry Commission, WIth the following duties:-
Q. The establishment of consumer st.andards. A list of suggested products for 

immediate attention is given. 
b. Enforcement of such standards as might be established. 
c. Publication of findings of non-conformity to standards set up, of harmful or 

injurious substances, or of excessive price spreads. 
3. Authorisation of the Research Council to analyze or test products on request, and 

at a charge to cover expenses. Such analyses or tests are for consumers alone and 
it should be provided that the results cannot be used for advertising or commercial 
purposes. 

4. In order to prevent adulteration. the National Research Council should be instructed 
to compile a dictionary of trade names of products which shall be accepted in all 
commercial transactions in courts of law. 

S. The registered name and place of business of the true manufacturer of a product 
should be required upon the product, whether it is sold under his brand or Dot. 

6. A tenD. U Canada Standard JJ should be adopted exclusively for products conforming 
to officiul standards as established. 

7. All grade designations to be numerical. as Grade I, Grade 2, etc. Exceptions. in 
favour of alphabetical grades, may be provided when necessary. No more than 
one grade should ever, under any conditions, be permitted above Grade 1 or Grade 
A, and this only for a very small percentage of the product. . 
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S. Grade desi_tions should be unmistakably set out on the product. 
B. In the case of products of which a. knowledge of the ingredients or formula. is 

necessary to their proper use, such should be shown. 

2. Amendments to the Weights and Measures Act. 
1. The principle of net weight should be modWed to permit the inclusion of paper 

bags or wrappers in the weight of bulk goode sold over the counter and weighed 
by the merchant at the tim. of sale. 

2. The maximum weight to be permitted for paper bags or wrappers should be fixed 
by Order in Council in relation to the weight of the contents. 

3. In. the case of any product liable to shrinkagl} through evaporation, the "net weight" 
should be interpreted as the anhydrous weight. Standards of moisture content for 
all commodities should be determined by the competent department of the Govern
ment, and published by Order in Council. 

4. The number of inspectors in the Weights and Measures Inspection Service should 
be mcrea.sed. 

S. Penalti .. for brea.ch of the Act should be more severe. 
6. Provision should be made for the standardization by Order in Council of the 

qua.ntities in which any packaged commodity, whether a food product or not, may 
be sold. 

7. For food stuff. sold by weight or volume, packages a.nd containers should be per
mitted only in the sizes presently authorized under the Meat and Canned Foode 
Act. 

S. Net weight should be clearly marked on an goods, whether food producte or not, 
which are packaged in advance of sale by manufaoturer, wholesaler, or retaiier. 
The only exceptio!> should be bulk goode sold over the counter aDd weighed by the 
reta.iler in the presence of the customer. - -

9. Certain exceptIons, as outlined, should be permitted to the requirements suggested 
under 6, 1 and 8 above. 

10. The regulations proposed above should apply to all imported goode, with certain 
exceptions as specified. 

3. False and Misleading Advertising, 
1. Amendment of Sub-Section 2, Section 406 of the Criminal Code, by the deletion 

of the sentence U provided further that in any prosecution under this Bub--secticn, 
the case may be dismiased if it he established to the .. tisCaction of the court upon 
proper evidence that the accused acted in good faith." 

2. Any statement or guarantee of performance, efficacy or length of life of any 
product, to be made an offence in itself unless based upon an adequate and proper 
test, suoh as a test by the National Research Council or other compc:tent depaIt
ment of the Government. 

CHAPTER IX 

THE PROBLEM OF STATE CONTROL 

GENERAL IIECOMMENDATIONS 

1. Federal Trade and Industry Commission. 
1. Structure: 

Q. To consist of five members appointed by the Governor in Council, as a semi
autonomous Boa.rd under the President of the Privy Council. 

b. Its status both in its authority and in its relation to the reSponsible Minister and 
Parliament, to be similar to that of the Board of Railway Commissioners. 

2. Functions: 
(I. Administrative 

(1) Rigorous administration of an amended Combines Investigation Act, for 
the purpose of retaining and restoring competition whenever possible. 

(2) On instruction from the Governor in Council, to regulate monopoly, wh~ 
coml?etition cannot or Should not be restored or enforced. 

(3) On instruction from the Governor in Council, to sanction and supervise 
agreements for indUBtrial self-government. 

(4) To prohibit unfair competitive pra.ctices. 
(a) Such practices should not b. eet out in detail in the Act settin~ up the 

Commission. but a general definition of unfairne .. should b. mcluded. 
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(b) A definition for this purpgse is suggested. 
(c) Certain practioe. such as discriminatory discounts, rebatea and 

allowances, territorial price di.scrimina.tion and predatory price-cutting, 
should be included within this definition. 

(d) The Commission should act by inquiry, hearings and where necessary, 
prohibitory orders. . 

(0) An appeal from these orders to the Exchequer Court of Canada, should 
be permitted. 

(j) The Commission should be given adequate power, as outlinedJ for the 
enforcement of its orders. 

(g) In more serious cases, the Commission might prosecute directly under 
the Act for the offence of competing unfairly. 

(h) The results of ita major findings should be published. 
(5) To supervise generallyl or co-operate in the administration of existing laws 

relating to merchan~g and, business practices for which DO other agency 
exists. 

(6) To administer new laws for the protection of the consumer. 
(7) To administer the regulation of new security issues for protection of the 

investor. 
(8) To co-opemte with Chambers of Comtnerce and Boards of Trade in the 

development of commercial a.rbitration or the refereeing of business disputes. 
(9) To co~perate with other Government agencies, whet4er federal, provincial 

or municipal, in the solution of trade and industriaJ problems. 
b. Advisory 

(1) To Government 
(a) To recommend to the Governor in Council the recognition and regula

tion of monopoly in special situations where competition cannot be 
restored. 

(b) If so requested by an industry, a.nd after investigation, to recomn:..end 
to the Governor in. Council the. granting of powers of II self-government" 
in specia.l situations where competition seems undesirable. 

(c) To recommend to the Governor in Council such regulatory measures 
as each ruch situa.tion seems to require under (a) or (b). 

(2) To Industry 
In co-operati'Ve trade practice conferenees to advise industry and secure its 

advice about the ~limination of unfair trade practices. 
c. Investigation and Publicity 

(1) Full power to inquire into the organization and practices of any industry. 
(2) GeneraJ. economic investiga.tion. 
(3) Full publicity to the results of any investigation. . 
(4) Authority to require that firms or industries publish sucb informtt.tion about 

prices or other matters as may be in the public interest. 

2. Amendments to the Combines Investigation Act. 
1. To facilitate the application of the Act to single unit monopolies, as well as to 

combinations in restraint of trade, a definition of monopoly is given which should 
be included in the Act. 

2. Section 28 of the Act" should be amended to ensure that reports of inquiries by the 
Registrar, when the inquiry has been such as a Commissioner would make, should 
be subjected to the same provisions in respect to publication as are Commissioner's 
reports. 

3. Proposals for the Extension of the General Statistical Work of the Dominion 
Bureau. of Statistics. 
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TBEROYAL .COMMISSION 

CANADA 

GEORGE THE FIFTH, by the Grace of God of Great Britain, Ireland and the British 
Dominions beyond the Seas KING, Defender of the Faith, Emperor of 
India. 

T. RINFRET, 
Deputy Governor General, 

(L.S.) . 
To all to whom these Presents shall come or whom the same may in anywise 

concern, 
GBEETING: 

WHEREAS a Select Special Committee was appointed by resolution of the 
Bouse of Commons passed on February 2, 1934, in the following terms: 

"That a Select Special Committee of eleven members of the House 
be appointed to inquire into and investigate the causes of the large spread 
between the prices received for commodities by the producer thereof, and 
the price paid by the consumers therefor; and the system of distribution 
in Canada of farm and other natural products, as well as manufactured 
products, and, without restricting the generality of tbe foregoing, more 
particularly to inquire into and investigate; 
"(a) the effect of mass buying hy department and chain store organiza

tions upon the regular retail trade of the country, as well as upon 
the business of manufacturers and producers; 

"(b) the labour conditions prevailing in industries supplying tbe require
ments of such department and chain store organizations, and the 
tlie extent, if any, to which ·existing conditions have been brought 
about by the purchasing practices of such organizations, and the 
effect thereof upon the standard of living amongst those employed 
in such industries and organizations; 

"(e) .the relation between the flour milling industry and the bakeries of 
the country, and the effect of such relations upon the baking industry 
of Canada; 

"(d) the methods and system prevailing in the marketing of live stock 
and animal products for domestic consumption and export, and the 
extent to which the present system affords or restricts opportunity 
for fair returns to producers. 

"That the committee shall have power to send for persons, papers 
and records and the further power to request the appointment of a com
mission or commissioners under the Inquiries Act, to secure evidence to 
be presented to the committee by such commission or commissioners. 

"That the committee shall report to the House from time to time 
its findings, together with the recommendations of such measures as in 
the opinion of the committee may be considered necessary to secure, as 
far as possible, fair and just practices in the distribution and marketing 
systems of Canada, with fair and just returns to producers, employees and 
employers, not inconsisten·t with the rights of consumers." 

AND WHEREAS owing to the prorogation of Parliament the said Select Special 
Committee was unable to complete the said inquiry and recommended to the 
House of Commons that the investigations and inquiry be continued and com
pleted and that for the purposes aforesaid the members of the said committee 
be appointed commissioners under the provisions of Part 1 of the Inquiries Act, 
Revised Statutes of Canada, 1927, Chapter 99. 

AND wHEREAS pursuant to the provisions of the said the Inquiries Act Bis 
Excellency the Governor General in Council by Order, P.C. 1461, of the seventh 
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day of .Tuly in the year of Our Lord one thousand nine hundred and thirty-four, 
copy of which is hereto annexed, has authorized the appointment of Our Com
missioners therein and hereinafter named to continue, complete and report on 
the inquiry into t.hose matters mentioned in the aforesaid reference to the Select 
Special Committee of the House in respect of chain stores, agricultural imple
ments, fish, flour mills and bakeries, canning of fruit and vegetahles and to 
hear evidence of any person who may be affected by the matters heretofore 
considered by the said commitee, and who may desire to be heard before Our 
said Commissioners. 

Now KNOW n: that by and with the advice of Our Privy Council for 
Canada, We do by these presents nominate, constitute and appoint the Honour
able H. H. Stevens, Thomas Bell, James Ilsley, Jean-Louis Baribeau, OscarL. 
Boulanger, Alpxander McKay Edwards, Samuel Factor, Donald MacBeth Ken
nedy (Peace River) William Walker Kennedy (Winnipeg South Centre), Mark 
Senn and Edward James Young, Members of the House of Commons, to be 
Our Commissioners to continue, complete and report on the inquiry into those 
matters mentioned in the aforesaid reference to the Select Special Committee of 
the House in respect of chain stores, agricultural implements, fish, flour mills 
and bakeries, canning of fruit and vegetables and to hear evidence of any 
person who may be affected by the matters heretofore considered by the said 
committee and who may desire to be heard before Our said commissioners. 

To HAVE, HOLD, EXERCISE AND ENJOY the said office place and trust unto the, 
said the Honourable H. H. Stevens, Thomas Bell, James I1sley, Jean-Louis Bari
beau, Oscar L. Boulanger, Alexander McKay Edwards, Samuel Factor, Donald 
MacBeth Kennedy, William Walker Kennedy, Mark Senn, and Edward James 
Young during Our pleasure. 

And the said commissioners are hereby authorized to engage the services of 
counsel, secretary, accountants, technical advisers, reporters, clerks, stenographers 
and investigators to aid and assist the said commissioners III the inquiry, and to 
print the evidence, proceedings and documents received by the commission, and 
that the meetings of the said commission be held at the city of Ottawa at such 
places and at such times as they may consider expedient for the purposes of the 
inquiry; and that the commissioners shall hold such office without any salary, 
fees, wages, allowances, emolument or other profits of any kind attached thereto 
under the provisions of the Senate and House of Commons Act, Revised Statutes 
of Canada, 1927, Chapter 147, Section 11. 

And We do hereby require and direct Our said commissioners to report to 
the Minister of Trade and Commerce at his office in the Department of Trade 
and Commerce the result of their investigation. 

And We do further appoint the said the Honourable H. H. Stevens, M.P., to 
be chairman of Our said commission. 

IN TESTIMONY WHEREOF We have caused these Our Letters to be made Patent 
and the Great Seal of Canada to be hereunto affixed. 

WITNESS, Our Right Trusty and Well-beloved Counsellor the Honourable 
Thibaudeau Rinfret, one of the Judges of the Supreme Court of Canada 
and Deputy of Our Right Trusty and Right Well-beloved Cousin and 
Counsellor, Vere Brabazon, Earl of Bessborough, a Member of Our 
Most Honourable Privy Council, Knight Grand Cross of Our Most 
Distinguished Order of Saint Michael and Saint George, formerly Cap
tain in Our Territorial Army, Governor General and Commander-in
Chief of Our Dominion of Canada. 

At Our Government House, in Our City of Ottawa, this seventh day of July 
in the year of Our Lord one thousand nine hundred and thirty-four and in the 
twenty-fifth year of Our Reign. 

By Command, E. H. COLEMAN, 
Under Secretary of State. 
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P. C. 1461 

CERTIFIED to be a true cow of a Minute of a Meeting of the Committee of the 
Privy Council, approved by the Deputy oj His gxcellency the Governor 
General on the 7th oj July, 19SI,. 

The Committee of the Privy Council have had before them a report, dated 
6th of July, 1934, from the Right Honourable Richard Bedford Bennett, the 
Prime Minister, submitting:-

Tha.t a Select Speoi<ll Committee was appointed by Resolution of the House 
of Commons passed on February 2nd, 1934, in the following terms:-

" That a Select Special Committee of eleven members of the House be 
appointed to inquire into and investigate the causes of the large spread 
between the prices received for commodities by the producer thereof, and 

. the price paid by the consumers therefor; and the system of distribution 
in Canada of farm and other natural products, as well as manufactured 
products, and, without restricting the generality of the foregoing, more 
particularly to inquire into and investigate:-
"(a) the effece' of mass buying by department and chain store organiza

tions upon the regular retail trade of the country, as well as upon 
the business of manufacturers and producers; 

" (b) the la.bour conditions prevailing in industries supplyinll the require
ments of such department and chain store organizatIOns, and the 
extent, if any, to which existing conditions have been brought about 

. by the purchasing practices of such organizations, and the effect 
thereof upon the standard of living amongst those employed in 
such industries and organizations; 

" (e) the re!.ation between the lIour milling industry and the bakeries of 
. the country, and the effect of such relations upon the baking indus

try of Canada; 
"(d) the methods and system prevailing in the marketing of live stock 

and animal products for domestic consumption and export, and the 
extent to which the present system affords or restricts opportunity 
for fair returns to producers. 

" That the committee shall have power to send for persons, papers, 
and records, and the further power to request the appointment of a com
mission or commissioners under the Inquiries Act, to secure evidence to be 
presented to the committee by such commission or commissioners. 

" That the committee shall report to the House from time to time its 
findings, together with recommendations of such measures as in the opinion 
of the committee may be considered necessary to secure, as far as pos
sible, fair and just practices in the distribution and marketing systems of 
Canada, with fair and just returns to producers, employees, and employers, 
not inconsistent with the rights of consumers." 

That pursuant to the said Resolution of the House of Commons referred to, 
the committee was in session on sixty separate days and heard and examined 
under oath various witnesses, and under the powers conferred upon it, appointed 
auditors and investigators to examine into matters pertinent; 

That the committee on the 29th day of June, 1934, reported that the said 
inquiry had not yet been completed; that until the inquiry was completed the 
committee could not finally report to the House of Commons; that it would not 
be possible to bting the inquiry to completion before prorogation of Parlia-
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ment to enable such report to be made; that, under the rules of Parliament, the 
powers of the said committee cease on prorogation and being fully seized of the 
necessity of completing the w()rk undertaken, the committee recommended to the 
House of Commons that the investigations and inquiry be continued and com
pleted and that for the purposes aforesaid the members of the said committee 
be appointed commissioners under the provisions of Part I of the Inquiries Act, 
Chapter 99 of the Revised Statutes of Canada (1927); and 

That the report of the Select Special Committee above referred to was 
adopted by the House of Commons on the 30th day of June, 1934. 

The Prime Minister, therefore, recommends:-
1. That the personnel of the Select Special Committee, aforesaid, namely, 

Honourable H. H. Stevens, lItl.P., Chairman, 
Thomas Bell, M.P., 
James Ilsley, M.P., 
Jean-Louis Baribeau, M.P., 
Oscar L. Boulanger, M.P., . 
Alexander McKay Edwards, M.P., 
Samuel Factor, M.P., 
Donald MacBeth Kennedy, M.P., (Peace River), 
William Walker Kennedy, M.P. (Winnipeg South Centre), 
Mark Senn, M.P., and 
Edward James Young, M.P., 

be appointed commissioners under the provisions of Part I of the Inquiries Act, 
Revised Statutes of Canada, 1927, Chapter 99, to continue, complete and report 
on the inquiry into those matters mentioned in the aforesaid reference to the 
Select Special Committee of the House in respect of chain stores, agricultural 
implements, fish, flour mills and bakeries, canning of fruit and vegetables, and 
to hear evidence of any person who may be affected by the matters heretofore 
considered by the said committee, and who may desire to be heard before· the 
commissioners. 

2. That the commissioners be authorized to engage the services ()f counsel, 
secretary, accountants, technical advisers, reporters, clerks, stenographers and 
investigators to aid and assist the said commissioners in the inquiry, and to 
print the evidence, proceedings and documents received by the commission, and 
that the meetings of the said commission be held at the City of Ottawa at such 
places and at such times as they may consider expedient for the purposes of the 
inquiry; and that the commissioners shall hold stich ollice without any salary, 
fees, wages, allowances, emolument or other profits of any kind attached thereto 
under the provisions of the Senate and House of Commons Act, Revised Statutes 
of Canada, 1927, Chapter 147, Section 11; and that the commissioners report 
to the Minister of Trade and Commerce. 

3. That the Honourable H. H. Stevens be appointed chairman of the said 
commission. 

The committee concur in the foregoing recommendations and submit the 
same for approval. 

E. J. LEMAIRE, 
Cle"k of the Privy Council. 
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P.C. 2743 

CERTIFiED to be a true copy of a Minute of a Meeting of the Comlnittee of the' 
. . Privy Council, approved by His Excellency the Governor General on the 

f9tk of October, 19SI,. 

The Committee of the Privy Council, on the recommendation of the Right 
Honourable Richard Bedford Bennett, the Prime Minister, advise that William 
Walker Kennedy, Esq., K.C., M.P., be appointed chairman of the commission 
constituted under Part 1 of the Inquiries Act, by Order in Council P.C. 1461, 
July 7, 1934, to continue the inquiry into the spread of prices, etc., in the place of 
the Honourable H. H. Stevens, resigned. 

P.C.2946 

E. J. LEMAIRE, 
Clerk of the Privy Council. 

CERTIFIED to be a true copy of a Minute of a Meeting of the Committee of the 
Privy Council, approved by His Excellency the Got'crnor General on the 
19th day of November, 19SI,. 

The Committee of the Privy Council have had before them a report, dated 
November 17, 1934, from the Right Honourable the Prime Minister, stating that 
on the 7th day of July, 1934, Your Excellency, by Order in Council, P.C. 1461, 
appointed: 

Honourable H. H. Steyens, M.P., Chairman, 
Thomas Bell, M.P., 

. James IIsley, M.P., 
Jean-Louis Bariheau, M.P., 
Oscllr L. Boulanger, M.P., 
Alexander McKay Edwards, M.P., 
Samuel Factor, M.P., 
Donald MacBeth Kennedy, M.P. (Peace River), 
William Walker Kennedy, M.P. (Winnipeg South Centre), 
Mark Senn, M.P., and 
'Edward James Young, M.P., 

commissioners under the provisions of Part I of the Inquiries Act, Revised 
Statutes of Canada, 1927, Chapter 99, for the purpose of continuing, completing 
and reporting on certain matters mentioned ill a resolution passed by the House 
of Commons of Canada, on the 2nd day of February, 1934, which resolution is 
fully set forth in the aforesaid .Ol·del"·in CC\uncil. 

. That doubts have arisen as :to whetnet the llGwers conferred by the said Order 
in douncil are sufficiently expliCIt to enable the- said commissioners to deal with 
all the matters referred' to in the. resolution af the House of Commons of Canada, 
of the 2nd day of February, 1934, aforesaid, 

. The Prime Minister recommends that. thc said commissioners named in 
Order in Council P.C. 1461 of the 7th day of .July, 1934, and Order in Council 
P.C. 2743 of the 29th day of October, 1934, be authorized and empowered to 
continue, complete and report on all or any matters referred to in the aforesaid 
resolution passed by the House of Commons of Canada on the 2nd day of Feb
ruary, 1934. 

That the said Order in Council, P.C. 1461 of the 7th day of July, 1934, except 
as varied by Order in Council, P.C. 2743, of the 29th day of October, 1934, and 
by this Order in Council, be confirmed. 

The Committee concur in the foregoing recommendations and submit. the 
same for approval. 

E. J. LEMAIRE, 
Clerk of the Privy COllncil. 



The Hon. R. B. HANSON, K.C., M.P. 
MINISTER OF TlwlE AND CoMMERCE, 

OTTAWA, ONT. 

O'1'TAWA, April 9, 1935. 

Sm,-As Chairman of the Royal Commission on Price Spreads, appointed 
by Order in Council P.C. 1461 of July 7, 1934, I have the honour to report that 
we have concluded our inquiry in pursuance of the terms of reference contained 
in that and subsequent Orders in Council, and beg leave to submit thereon the 
attached l!IIport. 

It should be noticed that Messrs. Boulanger, Factor and Ilsley have signed 
the report with reservations set forth in the accompanying addendum, and that 
Mr. Young has written a minority report which is also submitted herewith. 

I have the honour to be, Sir, 

Your obedient servant, 

W. W. KENNEDY, 
Chairman. 



CHAPTER I 

INTRODUCTORY 

On the second day of February, 1934, the House of Commons passed the 
following Resolution:-

"That a Select Special Committee of eleven members of the House 
be appointed to inquire into, and investigate the causes of the large spread 
between the prices received for commodities by the producer thereof, and 
the price paid by the consumers therefor; and the system of distribution 
in Canada of farm and other natural products, as well as manufactured 
products, and, without restricting the generality of the foregoing, more 
particularly to inquire into and investigate, 
"(a) the effect of mass buying hy department and chain store organiza

tions upon the regular retail trade of the country, as well as upon 
the business of manufacturers and producers; 

"(b) the labour conditions prevailing in industries supplying the require
ments of such department and chain store organizations, and the 
extent, if any, to which existing conditions have been brought about 
hy the purchasing practices of such organizations, and the effect 
thereof upon the standard of living amongst those employed in such 
industries and organizations; 

"(c) the relation between the flour milling industry and the bakeries of 
the country, and the effect of such relations upon the baking indus
try of Canada; 

"(d) the methods and system prevailing in the marketing of live stock 
and animal products for domestic consumption and export, and the 
extent to which the present system affords or restricts opportunity 
for fair returns to producers. 

"That the committee shall have power to send for persons, papers, 
and records, and the further power to request the appointment of a com
mission or commissioners under the Inquiries Act, to secure evidence to 
be presented to the committee by such commission or commissioners." 

Pursuant to the above Resolution, the House of Commons on the thirteenth' 
day of February, 1934, appointed Messrs. Stevens, Baribeau, Bell (St. John
Albert), Boulanger, Edwards, Factor, Ilsley, Kennedy (Peace River), Kennedy 
(Winnipeg, South Centre), Senn, and Young to be members of the Select Special 
Committee above referred to. 

On the 29th day of June, 1934, the Select Special Committee submitted the 
following report to the House of Commons:-

. . . Pursuant to the Resolution of the House of Commons of 
February 2, 1934, above referred to, your committee has been in ,session 
on sixty separate days and has heard and examined under oath various 
witnesses, Rnd under the powers conferred upon it, appointed auditors and 
investigators to examine into matters pertinent to the said Order of Refer
ence and coming within its purview. Due to the voluminous character of 
the evidence and the limited time at the committee's disposal it has not 
heen possible for the committee to complete the investigation and inquiry 
contemplated by the terms of the Resolution and to report thereon before 
prorogation. 

1 
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Under the rules of Parliament, the powers of your committee ceas 
on prorogation, and being fully seized of the necessity of completing th 
subject matter of the said Resolution, your committee begs to recom 
mend:- . 

That the inquiry be continued; 
That the members of this committee be appointed commIssIoner 

under the provisions of Part 1 of the Inquiries Act, Chapter 99 of th 
Revised Statutes of Canada (1927), to continue and complete their investi 
gations and inquiry; 

That the commissioners be authorized to engage the services of counsel 
secretary, accountants, technical advisers, reporters, clerks, stenographer 
and investigators to aid and assist the said commissioners in the inquiry 
and to print the evidence, proceedings and documents received by th, 
commission; 

That the records, exhibits and evidence received and taken by th 
said Special Committee be made available to the commission; 

That the commissioners may hold meetings at such places and at sucl 
times as they may consider expedient for the purpose of the inquiry; an. 

That the commissioners report their findings to the Minister of Trad, 
and Commerce. 

A copy of the evidence and proceedings taken is submitted with thi 
report. 

H. H. STEVENS, 
Chairman. 

As a result of the recommendations contained in this report, which ww 
adopted by the House on June 30, 1934, the personnel of the Select Special Com 
mittee were appointed, by Order in Council P.C. 1461, commissioners undeJ 
the provisions of Part 1 of the Inquiries Act, Chapter 99 of the Revised Statute 
of Canada (1927); with powers as set forth in the above Order in Council, w 
amended by Order in Council P.C. 2743 of October 29, 1934, and P.C. 2946 0 
November 19, 1934. 

The Select Special Committee held sixty sessions, the first on February 22 
1934 and the last on June 22, 1934. The commission held sixty-five sessions 
the first on October 30, 1934, and the last on February 1, 1935. All sessions wen 
held in Ottawa. 
. During our sessions as a committee and commission; 270 witnesses (the lisl 

of whom is attached to this report as Annex 1) appeared before us-privati 
individuals, federal Government officials, and representatives of provincia 
Governments, public bodies, corporations, co-operative and trade associations 
The verbatim evidence both of the committee and of the commission which. 
together with an index, is being submitted with this report, amounts to 8,271 
printed pages. 

In addition to verbal evidence, we received numerous petitions, written repre
sentations and communications of all kinds bearing on our inquiries. Many 01 
these are to be found among the 440 exhibits which were filed with the com
mission. The list of documentary exhibits is attached as Annex II. 

The wide nature of our terms of reference made any uniform method 01 
investigation impossible. In some cases it was possible to conduct an exhaustiVE 
survey into the trade or industry under investigation by an examination of the 
records of the companies in question. In other cases, it was not practicable to 
follow this method. At times we had to rely almost entirely on verbal evidence 

1 Subsequently in the Report, f( Commisaion" will include "Committee" unleBIJ the con
trary ia lPecifical1y atated. 
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supplemented by written communications. In many cases the evidence we 
received was supplemented by more general statistical and economic investiga
tions conducted by our own staff. 

Thougb our terms of reference were wide, considerations of time prevented 
us from acceding to many of tbe requests which were made to us for inquiry 
into certain specific matters. As our work progressed, we received an increasing 
number of such requests. These covered almost every phase of Canadian eco
nomic life. We were, for instance, asked to inquire into the following industries 
or occupations: mining, electric light and power, electrical supplies, pulp and 
papcr, lumbering, oil and gasoline, oil burner manufacturingl broom and basket 
making, quarrying, railroading, automobile manufacturing, Discuit manufactur
ing, plumbing, manufacture of leather goods, printing and stationery, brewing, 
shoe repairing, painting and decorating, hair dressing, radio manufacturing, 
cleaning and dyeing, and trucking; the sale and distribution of coal, motion 
pictures, fruit, tea and coffee, jewellery; the operations of loan and finance com
panies, stock brokers, insurance companies, and the Bell Telephone Company; 
medical and dental fees, funeral costs, postal rates, express charges, conditions in 
domestic and agricultural service; labour and employment conditions in numerous 
individual establishments. 

Though we were not able to accede to the above requests for investigations, 
we did examine conditions in the following trades or industries: agricultural 
implements, baking, canning, can manufacturing, clothing and needle trades, fer
tilizer manufacturing, fishing, flour milling, furniture manufacturing, live stock 
and meat packing, rubber goods, textiles (in all its branches), tobacco; as well 
as the field of retail distribution in all its phases.· Special attention was given to 
the more specific problems mentioned in our terms of reference, with special 
emphasis on the condition of the wage-earner and the primary producer. 

During the course of our hearings, every effort was made to ensure that any 
person, firm or corporation who might be affected in any way by the evidence 
that was taken, or investigation made, should be given full opportunity to come 
before us and give evidence. 

Owing to the variety of the subjects investigated and the interests concerned 
-producer, manufacturer, distributor, wage-earner, and consumer-it was not 
easy to compile a report which would be of reasonable length and possess both 
unity and clarity. At first sight, indeed, it appeared that the separate and dis
tinct problems which emerged in the evidence called for separate treatment and 
almost separate reports. On closer study, however, it became clear than many 
of the grievances complained of, and the problems disclosed, were manifesta
tions of one fundamental and far-reaching social change, the concentration of 
economic power. This idea, therefore, runs through the whole of our report and 
gives it a certain unity which it might not otherwise possess. 

In the immediately following chapter, we discuss the economic background 
in an attempt to explain the significance of this concentration, with special refer
ence to the disappearance of what the economists call "simple" competition. 
This procedure is not only advisable in view of the importance of the subject, 
but it is also necessary in fairness to the individuals concerned; for it will appear 
that often the pressure of economic forces, rather than conscious purpose, is the 
principal cause of the unethical business practices disclosed. 

We follow the discussion of the economic background and the concentration 
of economic power with an examination of various manifestations of this con
centration which came before us in evidence. 

In Chapter III, we refer to the concentration of corporate wealth as a factor 
in the conditions which bred many of the grievances complained of. In addition 
to its contribution to the general problem, this chapter deals with corporate prac
tices and abuses during recent years and suggests certain remedies for them. 

97111-1i 



4 BOJ"AL COJlJlISSIO_V OX PRICE SPREADS 

In Chapter IV, we tfucuss the industries investigated, ...ru. partieullll' refer
ence to the grm.1h of large produetive units and the powEr of these units to inJ!u.
ence the condition of the wa~ and the primary ~_ 

Chapter V follows naturally with a ~ of Jahoor and wage eonditions, 
while Chapter VI deals ",ith the plight of the primary ~_ 

In Chapter VII, we discuss the development and effet:t of ftlIloentntioa in 
retail diEtributiolL The growth of the large seale distributor B described, and 
particular reference is made to the effects of IDASI! ~ 

Cbapter VIII is devoted to the consumer and we submit eertain reeommen
dations for his protection. 

Chapter IX deals with the fundamentally important questioo of state inter
vention in business, with particular reference to the nature, methods, and c0m
plexities of such interventiolL We outline briefly in thB chapter reeent. experi
ence with government regulation in various countries, including our own, and 
conclude with proposals of a general character, which we hope ...-i!l be of assb-t.
ance in solving some, at least, of the problems which were submitted to us. 

To our Secretary, ~k L_ R Pearson, our assistant secretaries, MessI'S- J_ 
M_ Boyer and R A- Cameron, and to the other members of our staff, who have 
discharged their arduous duties under no ordinary pressure, with unnsual 
efficiency and devotion to duty, we are under a debt of gratitude which we find 
it impossible adequately to expres8- We must also reoord our appreciatioo of 
the generous co-operation we have received from many other officers of the 
Government_ 



CHAPTER II 
THE ECONOMIC BACKGROUND 

1. THE THEORETICAL BACKGROUl\TJ) 

Although particular industries and particular commodities are mentioned in 
our terms of reference -they should not, or indeed, cannot be treated apart from 
our economic structure as a whole. The interdependence at industries in the 
national economy is as significant as the interdependence of nations in the 
international system. No sutvey, therefore, of the position of one industry 
or one branch of economic activity can usefully be made, nor can any change 
in the practice of that mdustry be wisely recommended, unless such survey 
or such change be considered from the point of view of its effect on the whole 
national economy. Action designed to benefit the agriculturalist of the west 
may be detrimental to the interests of the industrial worker of the east. An 
economic development which may seem to benefit Ontario may hurt Saskatche
wan and thus ultimately may react injuriously on Ontario. A remedy designed 
to assist one group in. society may injure some other group and thus react 
on the first group. It is vital, therefore, that in this report the parts should be 
surveyed and analyzed in relation to the whole. 

The investigation which has been made is in large measure a product of the 
depression. Unfair trade practices and other abuses, while they exist in pros
perity, are nevertheless thrown into bold and challenging relief hy depression. 
It is then that they assume their most predatory and ruthless aspect. In 
good times the evils consequent upon unrestricted competition are more easily 
absorbed by business. In the general optimism of prosperity, their effects are 
softened in outline and seem neither destructive nor spectacuiar. Moreover, 
depression provides more opportunity for and greater temptation to indulge 
in unfair practices, because the very necessities of a shrinking volume of trade 
put the weak and unorganized in a less favoura'hle bargaining position than 
ever in relation to the strong and the organized. 

The depression has, furthermore, demonstrated that the strong and the 
organized are attaining an ever increasing position of dominance in our eco
nomic life; that economic power is becoming concentrated. With this concen
tration, old theories of economic control are proving inadequate. 

1. COMPETITION AND MONOPOLY. 

In the past, government, through anti-trust and comhines legislation, has 
been concerned to maintain, rather than to control competition, which has heen 
accepted as generally heneficial, congenial to the pioneer attitudes, and justi
fied hy economic argument. Competition seemed to promise a flexihility of 
prices which was most valuable and indeed nece&SBry in an economy as vari
able as Canada's. It also seemed to promise a satisfactory sbimulus to effi
ciency, and a reasonable guarantee of low prices to the consumer. The argu
ment was carried further to show that competition tended to direct productive 
activity in such a way as to maximize the national income. But this argu
ment was hased on the assumption that competition was what was called free, 
or "simple." In earlier stages of capitalist development the actual economic 
world sufficiently approximated this condition to justify some optimism as to 
the beneficial effects at competitive freedom from control or interference. But 
now conditions have changed. Concentration in production and distribution, 
resulting from the development of the corporation and the large scale business 
unit, has made the actual competitive scene progressively less like the simple 

. competition of the laissez-faire economists. In some cases the change has 
5 
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been complete and the result haa been monopoly. But more often the devel
opment has not proceeded quite so far, and there has arisen a condition which . 
has long been discussed by economists under the n8/lIle of "monopolistio or 
imperfect competition." Here it is recognized that the results of unregulated 
coml'l'tition are frequently far from beneficial. 

Fundamentally, the problems which confronted the Commission are those 
of a transitional economy in which simple competition still prevailed in some 
parts, monopoly had succeeded it in others and monopolistic or imperfect com
petition charactedzed the rest. It might 'be well, therefore, to define briefly 
these terms. 

Simple competition may be said to exist in any market where there are 
many small producers offering a commodity for sale, and many buyers offering 
to purchase relatively small quantities of that commodity without any prefer
ence for the product of any particular seller. Under such conditions. as stated 
previously, no seller can affect the price by withholding a part of his supply 
from the market, since he controls only an insignificant part of the whole. On 
the other hand, no seller has any difficulty in selling his whole supply at the 
market price. No buyer exercises any hold over any seller, for there are always 
plenty of buyers at the market price. A definite market price is determined 
by the competitive conditions of supply and demand. An excellent example 
of this was found in the production and sale of wheat before the introduction 
of government and other controls. Price is very flexible and adjusts itself to 
conditions of supply and demand, and buyers and sellers adj ust. themselves 
to this prevailing price. All the arts of competitive salesmanship are therefore 
unnecessary. It is conditions of this sort which are often assumed in the defence 
of competition. 

At the other extreme is the condition of monopoly, where one seller controls 
the whole supply of some commodity. The monopolist will find it to his advan
tage to limit the supply, securing a greater revenue by the sale of a part of his 
stock at a hfgher price than he could secure by reducing the price sufficiently 
to sell the whole of it. A similar condition, though less stable, is found where 
the number of sellers is small and they have agreed to act in unison. In either 
case, the public is hurt by high prices and restricted supply. Illustrations are 
found, for example, in the tin-plate and aluminium industries. So ohvious is 
the injury, that the existence of monopoly or monopolistic agreement is likely 
to evoke interference of some sort by the government. 

Not only may the number of sellers be reduced to one, or to so few that 
they can act as one, but the number of buyers may also be reduced. If there is 
only one buyer for the product of many small producers, for example, one local 
cannery, the producers are at the buyer's mercy, just as the monopolistic pro
ducer has the buyers at his mercy when the situation is reversed. 

2. IMPERFECT COMpgrrrION. 

Simple competition, however, can be destroyed without the immediate sub
stitution of monopoly. Somewhere between the two there is " imperfect" com
petition. This condition, which is more characteristic of our present economy 
than complete monopoly, exists when the output of anyone producer or pur
chaser is a significant proportion of the total supply marketed-that is, when 
one producer may affect the price by withholding his supply. In the actual 
business world, this condition ranges from two firms in an industry to the case 
where there are many firms but a few are predominantly large. There is also 
the very common condition where a producer of a commodity has some of the 
characteristics of a monopolist, with respect to his own brand. The development 
of brands, trade marks, and national advertising, has, indeed, made this last 
type the characteristic producer of the present. 

Several basic consequences follow. First, price no longer automatically· 
adjusts itself to supply and demand, and no longer reacts quickly to changed 
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economic conditions. The dominant producers /i:J; the price they deem most 
'profitable and attempt to adjust their production to sales at that determined 
price. 

Second, where imperfect competition prevails, a definite market price is 
not precisely determined by supply and demand; price may be set anywhere 
within the limits of a .. zone of indeterminateness," as the economists call it, in 
accordance with the relative bargaining power of the parties concerned. The 
wheat grower and buyer do not normally bargain-they accept or rej ect the 
going price. The market for many industrial products is, however, imperfectly 
competitive. One may therefore expect a condition of economic warfare in 
which victory will go to the strong rather than to the efficient. Nor will there 
be any reason to expect that such warfare will promote the general interests 
of society. Competition, if any, will often be cut-throat, and discrimination 
will be rife. One may even find that the eventual monopoly, which often follows 
when victory is assured to one party, will be preferable to this fierce and unre
lenting competition. The necessity for regulation of monopoly is apparent and 
therefore it is comparatively easy to institute and operate machinery for such 
regulation. But the need for controlling monopolistic competition is not always 
admitted, and there is as yet little experience to guide those called on to exercise 
such control. 

Third, under conditions of imperfect competition, unfair competitive prac
tices develop. With simple competition, the producer has no alternative but to 
reduce his price in face of a shrinking market. On the other hand, with imperfect 
competition, the individual producer in industry may well find it more profitable 
to maintain his selling price even though this involves restriction of his output. 
There is, therefore, a strong disinclination to enter into any serious price com
petition because there is a strong sentiment against spoiling the market. But 
there is, at the same time, a strong urge to increase sales so as to make some 
use of idle plant, and reduce the heavy overhead costs typical of modern indus
try. This urge to incnase sales without serious price reduction is often the 
explanation of the intensified competition which breeds unethical practices. It 
is the fierceness of the struggle, not any unusual depravity in the men concerned, 
which leads to the adoption of such practices. No one business man can afford 
to follow the dictates of his conscience and refuse to conform. If he did, he 
would be eliminated. The only way out is for all the members of a trade or 
industry to agree to ban certain unethical practices, or for the state to force them 
all to agree to such abandonment. Such an agreement, however, often will involve 
conflicting loyalties, loyalty to the particular group of producers and loyalty 
to society at large. If the agreement is mainly one not to compete, but rather 
to share the advantages of monopoly, other groups in society have nothing to 
gain. If, however, the agreement makes survival depend more on efficiency to 
serve the public and less on predatory strength, the public interest is served. 
Certainly, in any regulation of .. unfair" competition the public interest must 
be paramount. The purpose of competition is to select those servants who can 
carry on social production most efficiently and any practice which hinders this 
purpose is undesirable and should be recognized as .. unfair." 

Many unfair practices take the form of price discrimination. This inevit
ably develops when there is considerable unused capacity. If a producer can 
attract new business at reduced prices while keeping all his former business at 
the old price, >he can gain by the transaction as long as the new business pays 
anything more than the actual increase in costs which results from it; that 
is, beyond what the costa would have been if the added business had not been 
found. Thus occurs the paradox of profit-making sales .. below cost," below, 
that is to say, the total cost which a conservative accounting system would 
allocate to those goods. Such discrimination is, of course, only possible where 
the market can be divided into distinct parts. 
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Where discrimination develops, serious problems arise, problems of justice 
to the individuals subject to discrimination and problems relating to the public 
interest. The serious nature of these problems was demonstrated during the 
period of cut-throat competition .between American railroads in the two decades 
priQr to the Interstate Commerce Commission Act of 1887. In the effort to 
secure traffic, secret rebates and special favours were so rampant that success 
in industry came to depend on ability to secure favours from the railroads. 
The railroads held in their hands the power to determine what firms shQuld. 
survive in any industry, what industry would expand, what region would pros
per. Such power obviously could not be permitted to irresponsible private cor
porations as an incident of their own warfare. The Interstate Commerce Com
mission, therefore, was established in the United States in 1887 to regulate rail
way rates ·and especially to eliminate unreasonable discrimination. 

Our evidence demonstrates that, in manufacturing and distribution, price 
discrimination has become very common. The reason is that the proportion 
of overhead costs is high and different markets are more or less distinct. Under 
these conditions, a manufacturer may sell the same commodity at two or more 
different prices. His branded product will be offered to his regular distributors 
at a price which covers all costs. But a sizeable proportion of his output, per
haps unbranded, or disguised under a special brand, may be marketed through 
other channels at a price less than sufficient to cover a fair share of overhead 
costs, in the belief, often mistaken, that these outlets constitute a market suffi
ciently separate not to affect the customary price for the product. Similarly, 
a department or chain store may sell certain goods at prices which do not 
·include overhead, in the expectation that they may recover the loss on other 
goods. 

Where discrimination of this sort exists, the competitive struggle does not 
necessarily result in the selection of the more efficient. Thus, an injury to the 
public accompanies the obvious injury to those who are not so lucky as to be 
the recipient .of such favours. Some discrimination is admittedly desirable 
when sales in quantity involve real economies or when a buyer smooths the 
" load" by giving his orders to be made "off the peak," but there is also 
unreasonable discrimination which should be controlled. 

Fourth, under imperfect competition, the ·bargsining advantage of strong 
organized groups may lead to the exploitation of the weak and unorganized. 
Faced with losses as the revenue from sales decreases and the expenses of the 
competitive struggle increase, powerful corporations naturally seek to shift 
the burden of their losses on to others. This has brought into bold relief the 
inequality of economic strength when the giants of monopoly and imperfect 
competition meet in the market the pigmies of unorganized, small-scale, com
petitive enterprise. As long as simple competition predominated, one could 
expect that the price reached by buyers and sellers would be more or less fair, 
and, further, that it could not be altered without causing the ooncellation of 
many contracts. In other words, bargaining was fair and equitable. But when 
the one mass buyer, or the few mass buyers, meet the many weak competing 
sellers, then there are possibilities of exploitation. In an effort to avoid such 
exploitation, workers have organized trade unions and governments have 
enacted minimum wage laws. But there are groups of self-employed primary 
and small secondary producers who remain subject to such exploitation. 

It is not enough to say, as many contend, that these problems are the result 
of depression and will vanish with the depression. It may be true that when 
recovery is achieved, competition will become less predatory, discrimination less 
'general, and exploitation less obvious. But it is equally true that, while unfair 
competition and unequal bargaining are intensified by depression, they will not 
be absent in prosperity, especially in a prosperity characterized by the increas
ing substitution of imperfect for free competition. 
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It is, furthermore, a tragic delusion that the solution for these economic 
problems eanbe lett to automatic forces, because the conditions which once 
permitted the easy and equitable operation of such forces have ceased to exist. 
These conditione presupposed two things, first, an economic system composed 
of small independent units, no one of which counted in that system for more 
than an element in a statistical average; second, the free appearance and dis
appearance of these units and their free entry into and withdrawal from the 
market. With the growth of imperfect competition, however, these conditions 
no longer exist. Nor can we assume any longer that this monopolistic tend
ency is a merely incidental intrusion into a system predominantly and naturally 
competitive. 

Fifth, all these circumstances unbalance modern economic society in the 
sense that not all of its parts adjust themselves at the same speed or in the same 
degree to any influence that makes itself felt at anyone point. Necessary 
readjustments arc therefore concentrated on the flexible sections of our economy, 
where their effect is intensified by the rigidity in other sections. When different 
parts of a glass tumbler expand or contract at different rates, the whole glass may 
be cracked. If the economic structure is in part flexible, and in part rigid, any 
strain may lead to complete collapse. The contrast between flexibility and 
rigidity is clearly illustrated in the following diagram:-

CHART 1 
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From 1929 to 1933, farm prices fell 50 per cent, but the production of farm 
crops actually increased 4 per cent. This is " simple competition" with flexible 
prices. On the other hand, the prices of agricultural machinery and implements 
were allowed to fall less than 7 per cent, but their production in number of 
physical units decreased 8S much as 91 per cem. This is " imperfect competi
tion," or monopoly, with rigid prices. 
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In Canada, this contrast between flexibility (all those circumstances which 
facilitate readjustment) and rigidity (all those frictions which hamper a smooth 
readjustment to changed conditions) is particularly important. Special attention 
should therefore be paid to several distinctive features of the economic organiza
tion of Canada. 

2. SPECIAL FEATURES OF CANADIAN ECONOMIC ORGANIZATION 

1. DEPENDENCE ON EXPORTS 

The first of these features, one which prosperity had tended to obscure, is the 
influence on our national prosperity of the prices of a relatively small number of 
raw materials (such as wheat, pulp and paper, etc.), produced primarily for 
export, and whose price is determined in a world market. The profitable opera
tion of our transportation system, and, indeed, of much of our industrial structure, 
depends largely on the income derived from these exports. A decline in the price 
of western wheat often means the passing of an eastern dividend, or the increas
ing of a railway deficit. Indeed, a fall in the level of export prices makes neces
sary a wholesale readjustment of the economic structure of the country, involv
ing cessation of construction, decline of industrial production, unemployment and 
general stagnation. Such a fall has taken place during the IflSt four years. 
During the world depression, the total value of our exports shrank from $1,364,-
000,000 in 1929 to $474,000,000 in 1932. The national income in 1929 was prob
ably in the neighbourhood of five billion dollars; it is therefore obvious that 
the shrinkage of the incomes of exporters by some $900,000,00~ven ignoring 
the change in the value of money-has been a disturbing factor of great import
ance. The disturbance, further, is cumulative, for reduced purchases involve 
unemployment and consequently further reduction of purchases. The average 
price of wheat, our most important export commodity, had fallen from $1.51 per 
bushel in 1926 to $0.60 in 1932, while the total value of the crop had fallen from 
$442,221,000 in 1926 to $129,105,000 in 1932. The wheat farmers in Western 
Canada, therefore, found themselves with drastically reduced incomes. 

If domestic prices remained unchanged, or were kept up by governmental 
action, these wheat farmers would have to buy less; purchases of equipment 
would be reduced to a minimum in face of the unprofitable character of opera
tions, purchases of personal goods would have to be reduced, purchases on credit 
would no longer be possible. The obvious result would be reduced turnover for 
retailers and a reduction in sales by manufacturers. To some extent this could 
be met immediately by a reduction of the sales forces in shops and of workers in 
factories; but overhead costs run on and unemployed sales clerks and factory 
workers buy even less than wheat farmers. Some losses might be avoided by 
lowering prices and trying to maintain the volume of sales. But losses there must 
be, for many items of cost cannot easily or quickly be adjusted. Further, if 
there are losses in considerable sections of eastern industry, as well as in western 
agriculture, the incentive to new construction disappears. The consequently re
duced purchases of construction materials and of personal goods by the unem
ployed construction workers is one more phase of the repercussions of the price 
of wheat and other export products. 

The farmer who produces for domestic consumption (and most of our agri
cultural production is consumed at home) is, however, in a somewhat different 
position. It is true that he is affected by the price of exported agricultural com
modities, to the extent that the unemployed worker, or the worker whose wages 
have been reduced, cannot buy dairy, meat and other domestic agricultural 
products except at greatly reduced prices. It is true also that, if the domestic 
production has an export surplus, even a small one, that surplus, in a competitive 
market and in the absence of a domestic monopoly with dumping abroad, will 
determine in a general way the domestio price of the product. 



THE ECONOMIC BACKGROUND Jl 

But, even if the general level of such prices is determined by the export 
market, that does not exclude the possibility of liIIiited control by domestic action. 
Often the agricultural producer (who, on the supply side, most completely illus
trates the meaning of simple competition) must "market his product through a 
few powerful corp(uations which, on the demand side, compete with one another, 
if at all, only imperfectly. The price, therefore, may fluctuate within the" zone 
of indeterminateness." The large corporations have the power to force price 
down to the lower limit of this zone. Social control by governmental authority 
or effective co-operation between the producers may force it to the upper limit. 

It is not denied that the fall in export prices of agricultural products in 
recent years requires an adjustment downwards on the part of domestic prices, 
both industrial and agricultural. But, at the same time, it is clear that this 
necessity has been exploited, and the dislocations it was bound to cause have 
been intensified by the practices and policies of certain large corporations which, 
themselves sheltered in some degree from the economic hurricane, have taken 
advantage of the exposed and defenceless position of others. 

There are two alternative routes to the necessary adjustment between indus
trial and agricultural prices. The first is by a rise in the latter. This, however, 
is not easily achieved. So far as domestically consumed goods are concerned, 
something can be done by the producers, with government sanction and support, 
organizing to prevent exploitation. A deliberate increase in the income of 
exporters is, however, if we assume stable exchange rates, limited by the 
operation of world forces, over which the Canadian Government can exercise 
little control. 

The alternative readjustment is a domestic problem of permitting or stimu
lating a fall in the price of goods produced in sheltered industries. This fall has, 
indeed, been taking place during the last few years, but not evenly, or always 
equitably. Agricultural .. '<porters, open to all the strains and stresses of world 
conditions, are defenceless in the face of a drastic decline in prices and, hence, 
in income, but the more powerful domestic manufacturers and traders have in 
many cases been able to offer an effective resistance to that decline. 

An economic collapse may, like the rain, fall both on the just and the 
unjust, yet our evidence proves that there are some groups in our economic 
system who are able to escape the full force of the crash. Often the way of 
escape is at the expense of other groups less powerful and, therefore, less 
fortunate. 

This struggle of particular groups to maintain their incomes has often 
resulted in the exaggeration of existing and the development of new unfair 
practices. In other words, the recession of industry, made inevitable by the fall
ing back of agriculture, has shown signs of developing into a disorderly rout with 
all the chaos, confusion and evil practices that inevitably follow such a debacle. 

2. IN'"LEXIBILlTY IN THE CANADIAN ECONOMY. 

The relative resistance of industry to this necessary readjustment has 
thrown into clear light the second distinctive feature of our Canadian economic 
structure-increasing inflexibility in many of its parts. As previously illustrated, 
the prices of agricultural commodities, genetally produced under conditions of 
simple competition, are very flexible; the prices of most manufactured goods, 
often produced under conditions of imperfect competition, are relatively rigid. 
This rigidity, which characterizes the price policies of large-scale manufacturers 
everywhere, is accentuated in Canada by several special factors in our economic 
structure. 

One of these is the distribution of our natural resources. Often a richly 
endowed area may be technically capable of only one use. For example, in 
some wheat-producing areas, it is practically impossible to grow anything else. 
Certain other areas have only mineral and I.ulp resources and industrial develop-
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ment must proceed along these lines or not at all. In such regions, there is no 
alternat.ive use and no smooth readjustment to changed conditions. Further, 
the Canadian climate makes necessary in some lines, e.g. canals, a great capital 
equipment capable of carrying a peak load within a short season but completely 
idle for a considerable part of the year. The size of the c01)ntry and the wide 
distribution of its population, in some cases separated by hundreds of miles of 
uninhabited territory, make necessary an extensive railway system. Despite 
technological efficiency, such a system must operate under conditions which tend 
to make rates high and rigid. These cases are all illustrative of physical and 
geographic factors which contribute to the inflexibility of the Canadian economy. 

Besides these factors, there are many others not quite so peculiar to Canada 
as the above, but to us quite as important. Corporate and private debts, !IS 
contractual obligations, are inflexible and tend to make interest charges, except 
where bankruptcy intervenes, rigid. Certain contractual expenses of government 
and the costs of indispensable governmental functions, can be adj usted only 
with difficulty and make tax rates rigid. The growing burden of overhead 
charges, entailed by large-scale production, makes many costs rigid. Other 
causes of rigidity-immobility of labour and capital, tariffs, corporate policy, 
and the difficulties of large-scale management---can only be mentioned. 

It is clear, therefore, that the Canadian economy, with a variable income 
from exports and certain unusually rigid costs, with extreme Bexibility in some 
parts of its structure and great rigidity elsewhere, is in an unhappy position 
when rapid economic adjustments must be made. The real problem of a 
depression in Canada--or indeed anywhere-is how adjustment is to be made 
to the reduction in income, and how all groups are to share equitably in this 
necessary readj ustment. To the extent that these economic rigidities allow some 
groups to resist this readjustment, the burden of it is placed unfairly on the 
other and unsheltered groups. 

One feature of our economic rigidity should perhaps be given special men
tion here because it would appear to be undoubtedly a root cause of many of 
the evils uncovered. We refer to the growth of the corporation which has not 
only permitted the development of the large-scale organization of business, but 
largely determined the lines along which that development should proceed. 
In agriculture, thousands of producers must, as we have seen, sell their produce 
for whatever price they can get-that is, in the absence of "pooling" or other 
control, the price moves low enough to clear the market or move the crop. 
No one producer is so large that the withholding of his supply from the market 
will appreciably alter the price. In such a market, prices change much more 
rapidly than the volume of production. In large-scale corporate manufacturing, 
however, owing to conventional ideas of cost and prices, the tendency is for 
prices to change more slowly, and the volume of production more rapidly. The 
producer whose supply is usually an appreciahle part of the total may prefer 
to produce less, and maintain the price rather than spoil the market by giving 
consumers a taste of lower prices and new ideas as to what the price should be. 

The net result of this combination of Bexibility and rigidity is that unregu
lated competition no longer guarantecs efficiency and maximum production at 
fair prices. Competition degenerates sometimes into economic warfare where 
victory may go to the strong, rather than to the efficient. Forces of economic 
readjustment are often not self-correcting, but cumulative in their efforts. 
Orderly readjustments develop into disorderly crises. 

It is this situation that explains the undoubted abuses and inequities that 
have been evidenced before us. It is on the basis of this analysis that we shall 
recommend proposals for deliberate social control of certain business activities 
and practices. 



CHAPTER III 
CONCENTRATION AND THE CORPORATE SYSTEM OF BUSINESS 

1. INTRODUCTION 

The ,evidence before us has shown conclusively, and at times graphically, 
the part played by the corporate form of business in Canada's economic life. 

It has shown that a few great corporations are predominant in the industries 
that have been investigated; also that this power, all the more dangerous because 
it is impersonal, can be wielded in such a way that competition within the 
industry is blocked, the welfare of the producer disregarded, and the interests 
of the investor ignored. 

As the hearings into various forms of economic activity were carried 
on, it has been difficult not to be impressed by the fact that the corporate form 
of business, not only often gives freedom from legal liability, but also facilitates 
the evasion of moral responsibility for inequitable and uneconomic practice"_ 
Therefore, it is essential that any investigation into business practices should 
concern itself with the growth and significance to the national economy of a 
form of business activity which has harboured behind its imposing facade so 
much that needs cleansing. 

This Chapter therefore attempts: 
(1) To trace the development of the corporation, to examine the relationship 

of ownersbip to control resulting from this development, and finally to see 
if the growth of the large corporation is proceeding faster than business 
generally, thereby leading to that concentration of economic power which is 
largely responsible for the disappearance of free competition and which has an 
important bearing on the growth of unfair trading practices. 

(2) To analyse consolidations and refinancing operations in Canada. To 
analyse the extent to which these operations have been dictated by economically 
unsound or unethical considerations. This leads to an examination of corporate 
practices and abuses with illustrations taken from investigations mAde by us. 

(3) To suggest remedial action for the above abuses. 

2. THE CORPORATION IN CANADIAN BUSINESS 

1. THE NATURE OF THE CORPORATION. 

A corporation may be regarded as a group of individuals empowered by 
law to act as a single person and endowed by law with a capaeity for succession. 
It can sue and be sued in the corporate name, can own property, and incur 
obligations. Its members have limited liability. Its capital is divided into 
freely transferable sbares. The personnel of a corporation may change from 
time to time, but the corporation itself can continue indefinitely. As Sir 
Edward Coke put it centuries ago: "A corporation is invisible, inunortal, has 
no soul, neither is it subject to the imbecilities or death of the natural body." 

These are the most important characteristics given to the corporation by 
law. Their effect is that in law the corporation has the status of a person, 
and thus possesscs a legal existence and recognition aside from that of its 
owners-the shareholders. 

Although the corporation has conferred on it by statute the rights of 
limited liabilities of shareholders, this privilege was always available to owners 
by contract; in other words, any contract of a concern could validly limit the 

13 
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shareholders' financial responsibility. But even so, it is a considerable privilege 
to have this position generalizeel in statute law. . 
2. THE ORIGIN AND GROWTH OF THE CORPORATION IN CANADA. 

The limited company evolving from earlier and more primitive times, is 
directly descended from the earliest type of joint stock company-the 
chartered company of the 17th century, in England. In its modem form the 
corporation is really the child of the industrial revolution which . made the 
development of a new form of business organization a necessity. As early as 
1834 an Act of the British Parliament gave the common law company,by letters 
patent the privilege of suing and being sued as an entity, and from this begin
ning, the present day limited company has emerged by a succession of legislative 
steps. 

As the common law of England was the law of Canada, the early situation 
in Canad~xcept where modified by statute-was similar to that in England. 
The first general companies legislation in the United Province of Canada was 
passed in 1849, and applied to ioint stock companies organized for the pn.,"!>ose 
of constructing roads and. bridges. Thi; was the beginning of a number of 
general acts for the incorporation of companies with "local" objects. In the 
course of the century, incorporation also became available for industrial 
undertakings. 

In 1864 a general Act was passed which first provided for incorporation 
by letters patent issued under seal of the Governor in Council. With the 
federation of. the provinces, the constitutional division of powers gave .both 
the provinces and the new Dominion Government, authority to incorporate 
companies. The Act of 1864 was re-enacted as a law of the Dominion of 
Canada. It has been revised on a number of subsequent occasions, most recently 
in 1934. . 

It would seem that in its earlier stages, the company law of Canada was 
influenced mainly by similar legislation in the United States, that later it 
became more indigenous, and still later has tended to follow English models. 

Despite the early cases of chartered companies the corporate form of 
business enterprise did not become a popular one in this country for many 
years. The explanation of this is doubtless to be found, in part, in the fact 
that the business enterprises of earlier days could in the main, obtain sufficient 
capital with the existing forms of individual ownership and partnerships. With 
the development of large-scale manufacturing and the consequent changes in 
the techniqu.e of production, which in turn necessitated larger aggregations of 
capital,. th-:' collective form of organization became of more significance as a 
form of business enterprise. 

But even with this change and a substantial growth in numbers, the 
corporation did not become the exceedingly popular form of organization, which 
it now is, until almost the end of the 19th century. In fact, by far its greatest 
expansion has occurred in the 20th century. 

3. OWNERSHIP ANn CONTROL OF CORPORATIONS. 

The corporation has allowed the development of multiple ownership-that 
is, an indefinite number of people may own the corporation (and thus its assets) 
through' the minute subdivision of ownership shares. This development has 
brought about a distinction between ownership and control. 

Under simple conditions, ownership implies the control of the thing owned. 
The development of the corporation, however, with its multiple shareholders, has 
made it possible for an individual to own without controlling, and to control 
without owning. 

At the present time, under the corporate device, ownership means a legal 
title to assets which cannot be controlled by the individual, though he may, of 
course, exercise such control over the property by combining with other share-
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holders to form a majority of the voting stock. But, if the lIhareholder does not 
join the majority group, his title to ownership merely gives him the right to 
share pro rata in the profits and losses of the enterprise. The actual distribution 
of the proceeds depends upon the decision of the directors who legally control 
the business. Thus, more and more the real position of the holder of ownership 
share~ommon stock-becomes that of a security holder who is almost divorce" 
from the control of the property nominally owned, and whose main interest is 
in the allocation of earnings made to him by those in control of the business. 

This division of functions which is characteristic of the modem corporation 
has had far-reaching consequences, as the evidence before us has shown. It means 
that control over the instruments and physical assets of production and distribu
tion is passing from the property owner to centralized managerial groups. Those 
who direct the modem corporation are, more often than not, the owners of only 
a negligible portion of the company's stock. It follows that the returns from 
profitable management of the corporation affect them directly only to a relatively 
minor degree; on the other hand, the stockholder to whom the profits accrue has 
less and less to do with the direction of the corporation. The bearing of this 
separation of ownership from control on the whole concept of property and on 
the place of the profit motive in economic life is of very great significance. 

It is this separation which has made the emergence of the typical modem 
corporation possible. In order to finance these enormous enterprises, it has been 
found necessary to draw the supply of capital from the investing public. The 
consequent appearance of the large corporation using the open market for securi
ties has changed and is changing the face of Canadian economic life. 

In view of the importance of this question, we examined the existing situation 
with respect to the methods of control in Canadian corporations with the object 
of giving a detailed picture of the relations between ownership and control. We 
also attempted to estimate the growth of the large corporation in Canada in 
recent years and its relative importance in the whole structure of Canadian 
industry. 

4. METHODS OF CONTROL IN CANADIAN CORPORATIONS. 

Control of a corporation may be obtained in various ways. The most obvious 
is by majority control, where one or a few shareholders own more than half the 
stock and agree to control the business. Ownership, however, is not often so 
concentrated as to maKe majority control possible. With the wide distribution 
of corporation shares--personally and geographically-it is impossible "for most 
of the owners of shares personally to attend shareholders' meetings.' - The" proxy 
system has, therefore, grown up, whereby an owner who is unable to-be present 
at a shareholders' meeting may designate some other person to be present, and 
at his discretion vote the shares. This legal device, combined with diffusion of 
ownership, has led to minority control of corporations. 

Under minority control, one or more individuals who have a substantial 
number of shares (but much less than half) may send proxy forms to the other 
shareholders (none of whom are large holders), who fill them out and return 
them, thus giving the minority group control of the shareholders' meetings. As 
a result of this technique, a minority group may control a concern for years, 
until some other group enters the contest for control. " 

Minority control usually comes through a small but active group, within 
or without the management. When this group holds only a few shares and is 
associated actively with ~he management of the company, management control 
develops. As the proxy machine is usually under the control of the management 
(and is usually paid for by the corporation itself), it is relatively easy for the 
management to obtain sufficient proxies to control the business. Such develop
ment is most probable in a large concern where no one shareholder owns an 
appreciable proportion of the shares_ 
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A general idea of the relative importance of these different methods of control 
in the Canadian corporate structure was gained by the analysis of the voting 
stock of the 145 largest Canadian companies, excluding financial institutions. 

When the list of the largest Canadian corporations had been completed, a 
questionnaire was sent to them, and, from the returns so obtained, the informa
tion presented in this analysis was compiled. The questionnaire asked for the 
names and holdings of all shareholders who owned more than 1 per cent of auy 
class of stock issued, and for the total number of shareholders with less than 1 
per cent. The information was to be taken from the share register as of June 1, 
1934, or as of an approximate date. From the given information, the percentage 
of the total issue held by each shareholder (holding more than 1 per cent and 
hereafter referred to as the large shareholder) was computed. Where more than 
one class of stock had general voting rights, the aggregate of the two (or more) 
stocks was taken as the basis for the calculation. As the purpose of the informa
tion was to analyse the ownership and control of corporate business, through 
the ownership and control of voting stock, the analysis was confined to stock 
with general voting rights; this involved certain arbitrary decisions where 
"hybrid" stock was concerned. Thus shares with non-voting or with conditional 
voting rights were disregarded. 

The information obtained as above was analysed to discover the relation
ship of ownership and control. In classifying the nature of the control of the 
companies, five classes were selected. We classified as privately owned those 
companies with 80 per cent or more of the voting stock owned by one person or 

.group; as majarity c.ontrolled those with 50 per cent to 79·99 per cent; as 
minority controlled those with 20 per cent to 49·99 per cent. Companies with 
less than 6 per cent of voting stock held by one group were classified as manage
ment control/ed, on the assumption that with such a wide division of ownership 
the entrepreneurial group could perpetuate itself in control j those with owner
ship ranging from 6 per cent to 19'99 per cent were regarded as ioint-min.ority
management controlled. 

The table below shows the manner in which the 145 largest Canadian com~ 
panies a!e distributed over these classes. 

METHODS OF CONTROL IN 140 LARGEST CANADIAN CORPORATIONS 

Pe~~~ A8BeteoI Percen~ 
Number of of total Companies of tota 

- Companiea Dumber of (in thousands assets of 
companies of dollars) oompauies 

Management control (5.99 per cent and under) ...... 26 17·9 2.290.058 41·8 

Joint minority-management oontrol (6 per cent to 
28.3 18.5 19.99 per cent) ................................ 41 987.609 

M.inority oontrol (20 per cent to 49.99 per cent) .. ". 29 20.0 837.157 15.6 

Majority cootrol (60 per cent to 79.99 per cent).,., .. 28 19.3 756.909 1 •. 2 

Private control (80 por cent to 100 per cent) ......... 21 14.5 476.941 8.9 

Total .............................. 140 100 6.348,674 100 

It will be seen that over 66 per cent of the companies were controlled hy 
minorities owning less than .';0 per cent of the outstanding eapital. What is 
even more significant is the fact that of these nearly three-quarters fall into 
the management or joint-minority-management classes where the management 
owns less than 20 per cent of the total capita\. 

Of the 145 companies analysed, 40 were subsidiary companies and fell into 
either the majority or privately owned group. If the subsidiary companies are 



CONCENTRATION AND THE CORPORATE Sl'STE!tI OF BUSINESS 17 

excluded the picture becomes even more striking, for then 83·8 per cent of the 
remaining 105 companies are controlled by groups owning less than 50 per cent 
of the capital, 63·8 per rent of them and 82·4 per cent of their total assets are 
controlled by groups owning less than 20 per cent.' 

In classifying the schedules to arrive at the above results, numerous difficul
ties were encountered. The large number of brokers which appeared as the 
registered owner of shares in some companies was surprising. It was impossihle 
to go hehind these registered owners, and it was assumed that they represented 
roughly the actual division of shares among individuals; the schedules were 
thus classified on a strict mathematical basis. This condition douhtless obscures 
the real situation at times, and it is possible that, had complete data been avail
able, the companies would be classified differently. But there is certainly no 
method of eliminating this difficulty. Financial institutions such as trust com
panies also appeared in the lists with great regularity. In some cases, the hold
ings were specified "in trust"; in others no such specification occurred. It is 
difficult to say to what extent this practice also hid the real situation. Another 
problem was that of detecting those individuals who, although reported as inde
pendent and separate holders were in fact acting together. A few obvious eases 
could be detected, and in these cases the separate holders were regarded as 
forming one group, but there were doubtless many more which could not be 
distinguished with the information available. It would require a detailed invest
igation of the personal relationship in every case to settle the point. 

As a result of these factors, it is quite possible that some companies are 
improperly classified and that companies whose ownership appeared to be min~ 
utely divided, were in fact controlled by larger combined groups. On the oth~r 
hand, the lumping of what may be many small holders under one broker's naml<' 
(or that of a financial institution) offsets this tendency to some extent. Thus; 
while there are bound to be errors in such a classification, it is improbable that 
on balance the situation is greatly misrepresented. 

The significance of the results above is further emphasized by the fact that 
very few directors owned more than one per cent of the voting stock of the com
panies they directed. In 91 of the 145 companies no directors owned more than 
one per cent of the voting stock. Of the 101 directors of the other 54 companies 
(owning more than one per cent of such stock), 60 of them held between 1 and 3 
per cent; 25 held between 3 and 10 per cent; 7 between 10 and 20 per cent; 5 
between 20 and 30 per cent and 4 above 30 per cent.(2) 

The results of those studies are, it is true, based on a sample, but this 
sample includes the largest non-financial businesses in Canada; it represents 
the great bulk of Canadian corporate assets and possibly a majority of the 
business assets of the country. It may, therefore, be taken 8S indicative of the 
type of change and concentration which the corporate form of business has 
facilitated, if not encouraged, in our present economic system. 

The following table is interesting in that it gives for comparative purposes 
comparable information for the United States. 

(1) See Annex III, Tablea 1,2,3,4 and 5, for a further .a.naiysia of this material. 
(2) See Annex III, Table 8, for a frequency distribution of directors' holdinga. 

W131-2 
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METHODS OF CONTROL IN 200 LARGEST AMERICAN COMPANIES! 

Percentage 
Number of of total 
companies number 01 

companies 

Assets of 
Corporation. 
(in millions 
of dollars) 

Legal d.vice....................................... 41 21 17.565 
MaD~ment control... . . .. . . . . . . . . . .. . . . . . . . . . . . . . 881 44 47,108 
Minonty control. ........ ' ............. ' ...... ' .. " 46t 23 11,223 
Majority control................................... 10 Ii 1.642 

Pereentage 
of totaf 
888ets of 

companies 

22 
58 
14 
2 
4 Private control....... .... ....... ..... ............ . 12 6 3.366 

In Receivership, .......... ........................ '1 __ ...,..,2,--1 __ ...,.,,1_
1 
___ 26_9-1. ___ _ 

Total......... ... ... . •... . ....... .. 200 100 81.073 100 

1 A. A. Berle and G. C. Me8ll8. The Modern Corporatioft and Private Propert'll, (New 
York: Macmillan, 1932). pp. 115-16. 

It will be observed that the table shows a situation somewhat similar to that 
in Canada., although direct comparison must be made carefully because of the 
different methods used in making the tables. In the Canadian case, receiverships 
were ignored and the company classified on the basis of the original voting rights 
and the distribution of the stock reported in the schedule. Legal devices include 
holding companies, non-voting stock, voting and management trusts, all of which 
were ignored in the Canadian analysis, and a "subsidiary" analysis substituted: 
for some purposes the legal device is very important but for the immediate 
purpose it was regardect as hest to analyse the Canadian companies on the basis 
given here. In the American study there were only a few joint-minority-manage
ment cases, and these were divided equally between the two classes, but this 
practice was not adopted in the Canadian case. It may be added that otherwise 
the classifications are the same in the two tables. The important thing is that a 
generally similar condition is shown in both countries. 
5. LEGAL DEVICES AS METHODS OF CONTROL. 

There are a number of methods of controlling companies by special legal 
devices. Of these perhaps the most important is the holding company, which is 
becpming increasingly common. 

a. The Holding Company. 
This is a company which owns the controlling interest in the voting securities 

of other companies. A pure holding company is one which does nothing but this. 
A mixed holding company is one which is also an operating company. Though 
it cannot be analysed here in detail, the holding company is worth close study 
as it is becoming increasingly important in our corporate structure of business. 

The table below analyses the 276 Canadian companies which in 1932 had 
gross assets over $1,000,000, in such a way as to give some idea of the extent 
of the holding company in Canada. 

CLASSIFICATION OF ALL INDUSTRIAL COMPANIES WITH GROSS ASSETS OVER 
'1,000,000, BY FORM OF ORGANIZATION AND AMOUNT OF GROSS ASSETS 

CONTROLLED' 

Percentage Grosa Assets Pereentage - Number of Controlled. 01 
Total (in thousands G ..... 

Number of dollars) Asoe .. 

Pure holding companies ...... ...................... 29 10·6 , 698.488 19·5 
Mixed, but primarily boldinf' . ..................... 14 6·1 582.622 16·2 
Mixed. but primarily operating, .......... .......... 112 41)·5 1.682.463 46·9 
Pure operating companles ... ....................... 121 4/1·9 623.810 17·4 

Tota!.. ••.............••..•.•.•.... 276 100·0 8.586,863 100·0 

(1) D. H. Munger, The Hold.ng Companll u. Canada (Kingston: Queen'. UDlvennty. 1934). 
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The figures in this table give some idea of the extent to which this method 
of control has developed. The reasons for this development are to be found in 
the advantages gained both from the centralized management and the unified 
financial structure which results from such a combination of two or more 
companies. 

The holding company !nay also be used to recapitalize the financial structure 
of one or more enterprises through a substitution of its securities for the securities 
of subsidiary companies. Canadian experience has shown that this last is almost 
invariably a form of stock-watering for the purpose is that of capital inflation, 
which exploits the curious public belier that the larger the nominal issue of 
securities, the sounder the issue must be. 

The holding company may also be used to pyramid the voting control to give 
its organizers, with a minimum amount of investment, control over the subsid
iaries. Such pyramiding is substantially a method of control. It need not involve 
more than one operating company, and provides a very simple way by which such 
companies can be controlled by a relatively small investment of capital. Suppose, 
for instance, a company with the following set-up: 

Bond. ••.••.••••...•.•••..••••.•••••• ••• •• •••• • . •••• • •. . •. • . . $ 50,000,000 
Non~Voting Prefened Stock.................................. 60,000,000 
Voting Common Stock ....................................... 60,000,000 

$150,000,000 

Now, if a group wishes to get full legal control of this company, it will have 
to purchase a little over half the common stock, that i~, $25,000,000. After this 
has been done, a holding company is formed with the following set-up: 

Bonds ......................................................... . 
Non-Voting Preferred Stock ................................. . 
'7otiog Common Stock ....................................... . 

$10,000,000 
6,OM,000 
9,000,000 

$25,000,000 

The common stock of the operating company is turned over to this holding 
company for its securities, which are then all sold, with the exception of a little 
more than half the common stock, say $5,000,000. Thus an investment of this 
amount is in control of the assets of the $150,000,000 business. Each time this 
process is repeated, the equity is further diluted, until a ridiculously small invest
ment may be controlling a tremendous volume of assetA!. 

An example of this practice, which has come before us is that of G. Tamblyn 
Limited. At its formation in 1928 this company had the following capitalization: 

Non-Voting Preferred Stock .................................... $700,000.00 
28,000 Voting No--Par Common Shares (stated value)............ 20,000.00 

The report of our auditors revealed that 14,100 of the common shares were 
held by Drug Holding Company. The Drug Holding Company is purely a 
holding company, whose assets consist of shares of common stock of Tamblyn 
Limited. There are 200,000 issued shares of the Drug Holding Company, and 
of these 122,978 are held in the name of the executors of the late Gordon Tamblyn. 
Mr. Tamblyn's executors, as owners of a majority of the stock of Drug Holding 
Company, which in turn owns a bare majority of the common shares of G. 
Tamblyn Limited, are in effective control of the latter company. 

An even more graphic example of the extent to which this can be used is 
provided in the United States in the Van Sweringen system of railroads and ita 
ramification., where $20,000,000 controls enterprises with assets of over $2,000,-
000,000. 

971S1--ll 
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b. N on-Voting Stock. 
Another legal device of control is that of non-voting stock. For example, a 

company may make large issues of non-voting first and second preferred and 
common stocks, then issuing a relatively small amount of voting common. This 
permits a small amount of common stock---{)ften given for an inadequate property 
consideration or as a bonus with other securities-to eontrol a large aggregation 
of capital. A small but excellent example of this techuique is that of Honey Dew 
Company, Limited. The capitalization of this company consisted of $1,500,000 
of non-voting preferred stock and only $108,500 of voting common stock, in which 
control, however, rested. 

The voting rights of the 145 largest companies examined showed that the 
non-voting stock method of control was not general in these companies.1 This 
may be due to the fact that the majority of them are old and well established 
concerns. It is reasonable to believe that the legal device of non-voting stock is 
more prevalent in newer companies. Support is given to this view by the fact 
that between 1926 and 1930, inclusive, some $220,000,000 of preferred, Class 
"An and common shares were sold to the public, and of this amount only some 
16 per cent carried unrestricted voting rights. 

c. The Voting Trust. 
Another form of legal control is the voting trust, where the owners assign 

their voting rights to a small group of trustees. It is of less interest and need 
not be developed because of its small quantitative significance. There were not 
more than three or four such cases in the group of 145 Canadian c.ompanies 
investigated. The trust is such an obvious method of control, compared to other 
more subtle forms, that it has lost in popularity. The technique appears to be u..oed 
in reorganizations, etc., and the Canadian cases found were nearly all of this 
character. 

6. THE GROWTH OF LARGE CORPORATIONS IN COMPARISON WITH THE GENERAL 
GRowTH OF BUSINESS. 

There has been a steady and relative increase in the growth of the corporate 
form of business in practically all countries during the present century. The 
number of companies, as well as the business done, has been increasing. Canada 
has experienced its share in this development and it therefore becomes important 
to note the growth of concentration, to measure the rate of growth of the large 
corporation in relation to business in general, and to determine if there is a 
tendency for the large concerns to do an increasingly larger proportion of the 
business. It is assumed in tbis analysis that the volume of assets is a direct 
measure of the volume of business. 

It should be made clear at once that the available statistical data on Cana
dian corporations is discouragingly scarce. Financial publications, such as 
Moody's, HOWlton's and the Financial Post, have the names of approximately 
1,700 non-financial companies; of these there are financial statements for some
thing less than 400. 

It is estimated that there are some 8,000 retail organizations in Canad~ 
operating under the corporate form. Outside of the field of merchandising, 
however, the census and Dominion Bureau of Statistics figures are not con
cerned with the form of organization. The Dominion Income Tax Department, 
on the other hand, obtains returns from over 28,000 corporations. These returns, 
however, are unfortunately not available for statistical analysis as they are in 
the United States, even when the analysis in no way discloses individual inform
ation, but only deals with aggrej!stes. Information of this kind should, we think, 
be available for the purposes of statistical and economic research, and we urge 
that steps be taken towards this end. 
~) See Anne. III. Table 7. for detail •. 



CONCENTR.~TJON AND THE CORPORATE SYSTEM OF BUSINESS 21 

For purposes of analysis some definition of a large corporation had to be 
selected. Accordingly it was decided to study for each year during the period 
1923 to 1932, a group consisting of approximately the 100 largest Canadian 
companies. In 1923, this group included all companies with gross assets (less 
depreciation) of over $5,000,000; by 1931, all companies with gross assets (le~s 
depreciation), of $10,000,000, or over. This itself sbows the relative growth of 
the large corporation during this ten-year period. In 1932, the figure had 
decreased to $9,000,000. The aggregate assets were corrected for depreciation
that is, the amount of depreciation allowance was deducted where it was neces
sary to do so in order to get a net figure--but no attempt was made to correct 
the figures otherwise, or to go back of the balance sheet valuations. The com
panies were all non-financial in order to avoid double counting of assets, and 
holding companies were eliminated unless they presented a consolidated state
ment. 

Statistics showing merely the growth of these large corporations. would 
have meant little unless such growth could be related to some other phenomena. 
Growth itself is no proof of concentration. Owing to the absence of data, 'l.S 

indicated above, the assets of this group of Canadian companies could not be 
related to all corporate assets; or indeed to all business wealth. So other bases 
of comparison had to be selected for the present analysis. 

Three such bases were chosen, and the assets of this group. were then com
puted:-

a. as a percentage of the assets of all corporations for which balance sheets 
could be obtained. 

b. as a percentage of the total invested capital as reported by t.he Bureau 
of Statistics. 

c. as a percentage of the national wealth. 

The result of all three computations was to show the relatively faster growth 
of the largest companies over a ten-year period, 1923-32. 

The first comparison shows that the group of the largest companies (exclud
ing railways) constituted 53 per cent of' the total number publishing balance 
sheets in 1923, but it had dropped to 28 per cent in 1932. The assets, however, of 
the group as compared with the assets of all companies had dropped only from 
89 per cent in 1923 to 82 per cent in 1932. If it is fair to assume that the 
number of companies publishing balance sheets and the total value of their asseta 
is an indication of the general growth of corporate business activity, then, since 
our selected group represented a decreasing proportion of the total number, but 
approximately the same proportion of the total assets, this fact would indicate 
that large corporations are growing more rapidly than the smaller companies. 

If this were our only evidence we should hesitate to accept it as conclusive, 
but it is confirmed by the results of our other two comparisons. 

The second of these shows concentration as measured by the ratio of total 
assets of the selected group to total invested capital. . In 1923 the selected com
panies controlled approximately 25! per cent of the total capital of all com
panies as reported by the Bureau of Statistics. In 1932 the figure had grown 
to 35 per cent. 

The following chart shows the situation:-
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CHART II 
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It may be acknowledged that this invested capital figure is not at all com
parable with the gross assets of corporations and it may appear, therefore, that 
two unlike things are being related. If the absolute percentage figures were 
regarded as significant, this would be a fatal criticism. But all that is desired 
here is to see the relative rate of growth of the large companies as compared to 
business generally. It is the trend that is aignificant, and this can be determined 
as the invested capital figures are comparable from year to year all through the 
period; the Bureau of Statistics has submitted the ~eries as a homogeneous one for 
the period. Accordingly, the result has validity for the immediate purpose. 
It indicates also that since 1923 the largest companies have been increasing 
their percentage of the total business. The last year showed a diminution 
throughout because of the decrease in the assets of the largest companies
business losses accounting for this ()hange. The trend, however, is clear. It is 
towards concentration. 

We now come to the third basis of comparison, as a percentage of national 
wealth. Unfortunately, the figures of national wealth are not available for the 
whole period, so that only the intermediate period 1925 to 1929 was covered. 
Assets of the largest companies, less two railways, were 10 per cent of the 
national wealth in 1925, and 131 per cent in 1929. When the national wealth 
figure had been correoted for' certain items beyond the scope of the corporate 
form e.g., agricultural wealth, canals, etc., the assets of the largest companies, 
less the two railways, were 17 per cent of the corrected national wealth in 1925 
and 22 per cent in 1929. The significant thing is that for the third time a group 
of large companies had unmistakably increased its relative importance. 

Again the following chart will show the situation. 
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CHART III 
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7. NATURE AND EXTENT OF THill GROWTH OF 63 LARGE CANADIAN CORPORATIONS 
WHICH HAD A CoNTINUOUS EXISTENCE, 1923-1933. 

fl. N flture 0/ Growth. 
The fact that the percentage of total business assets owned by large cor

porations is increasing raises the question of how this increase is taking place. 
There are three main methods. 

(1) New security issues. 
(2) Re-investment of earnings. 
(3) Consolidations, mergers, etc. 

In order to decide which of these methods was most important, a study was 
made of the net change and method of change between 1923 and 1933, in the 
s.sets of the largest corporation which had a continuous life for the entire period. 
The other companies of our group were either not in existence or not reported 
for the whole 10 years. 

It is quite evident from the table below that the issue of new securities
the obtaining of new capital-was by far the most important method of growth. 
Some $2,100,000,000 of new securities were issued j out of which 5404,800,000 
were returned for outstanding securities. This left a net addition of $1,700,000,000 
of new capital from security issues; clearly quite the most important source of 
growth. 
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SUMMARY OF CHANGES IN BALANCE SHEETS OF 83 COMPANIES BETWEEN 1923-1933 

(in thousand. of doU ..... ) 

Net Change 
Item 

(I) 

Net change in Aeeeta ........ ............................................. . 
New Securities ....... ................................................... . 
Merger ... .............. ,_ ....... " ...................................... . 

+1.389.449 
+2.106.882 
+ ~OO,218 

Creation of Reserves ... .................................................. . + 68.325 
Change in Surplus ... ..................................................... . 
Re-Appraisal 01 Assets . .................................................. . 
Retirement of Securities . ................................................ . 
Current Liabilities .......... ............................................. . 

425.887 
123,372 
404,844 
37.584 

M iscellaneou8 .... ....................................................... .. + 15.593 

Income available (or general charges . .................................... . 
Income available (or dividends ... ........................................ . 

1,754,117 
532.111 

Dividends paid .......................................................... . 
Balance ..... ......... .......••................. ........................... 

941.924 
409.813 

Column (1) contains the figures for 63 companies, including transportation, while 
Column (:2) contains 58 companiee-that iii, the transportation companies 81'e omitted. 

(2) 

+ 737.533 
+ 646.094 
+ 200.218 
+ 61,333 
+ 94.938 

115,117 
162.960 

2.568 
+ 15,590 

1.038.949 
8~O.070 
673.735 

+ 146.335 

It will be noted that the omission of railways made considerable difference 
in the net results. New securities were reduced in importance and mergers had 
reiatively a greater weight. 

Another interesting disclosure by the table above is that, for the group of 
63 companies, dividend payments exceeded earnings by over $400,000,000. Of 
course, this would not be true for all the individual companies concerned; nor, 
indeed, was it true for the total, if railways were again omitted. 

b_ Rate of Growth. 
As the table above shoWl! the method, that below shows the rate of growth 

in this group of continuous companies:-

PERCENTAGE CHANGES IN NET ASSETS OF 83 COMPANIES 

All 
Companies 

with the 
All eJ:ception o( 

Companies those in the 
transport. 
tion group 

Percentage Percentage 

1924 .. __ .. __ .... _ .... _ .. _ ... _ •. __ .... _ ... _. _ .. _ ....... _ ... _ .• _ .. _ ... __ . _ .. + 2-4 + 1·8 
1925 ..•.... _ .... ___ .... _ ..... ___ .... __ ... _ ..... _ .... _ ....... __ .. __ .. __ ... . + 2-1 + 4-9 
1926. ___ .............. _ ..... _ .......... _ .... _. _ ... ___ . __ .... __ .. _ ........ . + 8·1 + 6·7 
1927 .. __ ... _ ......... _ ........ ___ .. ___ .... __ ... _ .... __ . __ .. __ . __ .... _ ... _. + 6·5 + 15·2 
1928 ................ __ .... ____ •••• _ .... ____ ... _. _ .... __ ... __ ...... _ ...... . 
1929_. _ ... _ ... _. _ .. __ ..... __ .... __ .. _ ..... _ ...... __ ........... _. _ ........ . 
1930 .... ___ ... __ .. ___ •. __ •.. ___ .... __ ._ .• _._ .... _ .. __ ... _ .. __ . ___ ... ___ ._. 

+ 6·. + 9-8 
+ 7-1 + 7-5 
+ 2·7 + 5·6 

1931 .... __ .... _ ... _ ... _ ... _ .. _ ....... _ ._ .... _ .............. __ ........... .. + 0·3 0·3 
1931l. ____ ...... _. _ ................ __ .: ........ _ ....... _ ....... __ ... _ .... .. 2·3 4-8 
1933 ..•...... __ .. __ . ___ .. __ ... __ .. ______ .. ___ .• _ ._ ... __ . __ ... __ ... __ .. _ .. . 
Total change per cent ..... ............................................... . 
Total change 88 a oompound percentage rate per annum ................ ... . 

0·0 1-4 
+ 30·5 + 53-\ 
+ 2-7 + 4·4 

Each of the annual figures therein shows the rate of change per cent from 
the corresponding figure for the previous year. It will be noted that the all
inclusive group showed an average rate of growth per cent per annum for the 
period of 2·7 per cent; with the transportation group excluded, that rises to 4·4 
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per cent. For the shorter period 1924-29, the rates are 4·7 per cent and 8·8 
ner cent. It may be added that this study of an unchanging list of companies 
tends to understate rather than to overstate the rate of growth of the largest 
tompanies in Canada in this period. 

The rate of growth may also be shown by expressing in a frequency table 
the 1933 assets of each of these 63 companies as a percentage of the 1923 figures. 
This gives the remarkable result that only 15 of the companies failed to double 
their assets during the period, and even of these 15, 11 increased theirs by more 
than 75 per cent. 

Further analysis of the rate of growth of the largest companies was developed 
by taking the 100 largest non-financial companies in Canada at 1923 and at 1933, 
regardless of the group into which they fell. Admission to these lists depended 
on the amount of the net assets at the respective balance sheet dates, and on that 
alone. It might be explained here that for this immediate analysis, precisely 
100 companies were taken at the two dates 1923 and 1933. 

During this ten year period the total assets of the 100 companies increased 
from $5,096,000,000 to $7,324,000,000, or 44 per cent. Excluding five transporta
tion companies, the increase was from $1,902,000,000 to $3,493,000,000, or 84 
per cent. 

We then classified these companies into industrial groups but found that 
thirteen fell into groups which were not statistically comparable throughout the 
period. The total assets of the remaining 87 increased from $4,995,000,000 to 
$6,948,000,000, or 39 per cent, but the rate of increase varied very considerably 
from group to group. Merchandising lead with an increase of 259 per cent, 
followed by utilities with 178 per cent.1 

NET ASSETS OF THE LARGEST CANADIAN NON-FINANCIAL CORPORATIONS AT 19~3 
AND AT 1933. CLASSIFIED BY INDUSTRIES 

(in thousands of dollars) 

GR.o\ND TOTAL ...................................... . 
GRAND TOTAL Excr.VDING TIlB TRANSPOBTATiON 

Gaou •.......................................... 

Industrial Groups 

Transportation .•...............................•...•. 
Utilities .....•....................................... 
Pulp and Paper ..................................... . 
Miscellaneous ........................................ . 
Iron and Steel .............................•...•..... 
Merchandising ..................•.................... 
Mines ......••.........•...•.•••••...•............... 
Construction MaterialB .............................. . 
Textiletl ............................................. . 
Foodstuffs ...•....................................... 
Milling ............................................•. 
Beverages .......................................... . 
Rubber ......•..................................... " 
Real Estate ... " ............ ,., .. , •. " .... , .... " .. . 

Total, elcluding non-oomparable groups .......... . 

Number Net Assets Percentage 
of Com- 1-----:-----1 Change 
paniea 1923 1933 

100 6,095,651 7.324,323 + 43·7 

95 1,902.234 3.493.276 + 83·6 

5 3,193,417 3.831,049 + 20·0 
21 438.357 1.219.603 + 178·2 
10 262,834 445.215 + 69·4 
6 202,222 401,882 + 98·7 

11 421,376 285.117 - 32·3 
3 51.987 186,485 + 258·7 
8 107,941 177,867 + 64·8 
4 67.185 82,133 + 22·2 
5 71,721 78.663 + 9·7 
5 53,866 74.501 + 38·3 
4 50.810 67.460 + 32·8 
2 21,568 53.573 + 146·4 
2 34,206 34.324 + 0·3 
I 17.977 10,647 41·3 

87 4,995,467 6.948.419 + 39·l 
I--~~I-~~I~~~I-~~ 

The group totals and the grand total tell something, but they need to be 
supplemented by a better indication of the changes in the composition of these 
lists in the lO-year period. The frequency table below is designed to give that 
information. 
----rri See _ nI, Table 8. 
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FREQUENCY DISTRIBUTION OF 100 LARGEST COMPANIES, CLASSIFIED 
. BY SIZE> 

CIas9-N.t Aaeets 
(in millions of dollars) 

Number 

1923 1933 

Cumulative Totals 

1923 1933 

100.0 and up,......... . ....... ............................... 3 11 3 11 
76.0-99·9.................................................. 1 1 4 12 
60.0-74.9.................................................. 3 8 7 20 
45.6-49.9.................................................. 3 4 10 24 
40.6-44.9............. ......... ............................ 6 1 16 25 
35.0-39.9.................................................. 4 6 19 31 
30.0-34.9.................................................. 6 4 24 35 
26.0-29.9.................................................. 6 7 29 42 
20.0-24.9.................................................. 6 13 36 55 
16.0-19.9.................................................. 7 12 42 67 
10.0-14.9.................................................. 27 22 69 89 
8.0- 9.9.................................................. 10 11 79 100 
6.0- 7.9.................................................. 15 ° 94 100 

Under 6.9 .................................................. '1-__ 6:-1_--.,...,°-1-__ 1_00-1 __ 100_ 

Total......... . .. .. .. .... .... .. .... .. .... .. .. 100 100 

It will be observed from this table that two things have taken place. First of 
all, the two groups at the bottom of the scale-those with assets of less than 6 
and 8 millions respectively-which had 6 and 15 companies respectively in 1923, 
have disappeared in 1933. All of the 100 companies, at the latter date, have assets 
of over 8 millions. At 1923, 5 companies had assets of less than 6 millions and 
an additional 15 had more than 6 but less than 8 millions. Nor is this result 
produced by a migration into the next higher brackets. The group over 8 and 
under 10 millions holds only I more company at 1933 than at 1923, and the two 
groups between 10 and 20 millions have 34 companies in each of the years. The 
groups between 20 and 45 millions have 26 companies at 1923 and 31 at 1933, 
between 50 and lOO millions, 4 and 9 respectively, and while there are only 3 com
panies with assets Qf over 100 millions in 1.923, there are 8 in 1933.2 

8. CONCLUSIONS. 

The foregoing analysis has attempted to show the existing situation and 
trends with respect to corporations. In this analysis the following facts stand 
out clearly as bearing directly on the problem of monopolistic concentration and 
economic regulation: 

a. As the ownership of corporations has become more and more scattered, 
control has become more and more concentrated. 

b. The corporation as a form of business organization has been growing, by 
various methods, with great rapidity in the present century. 

c. The growth of the large corporation has proceeded more rapidly than the 
growth of business in general. 

It is important that there are in this country approximately 100 companies 
with assets of over $10,000,000. It is even more important that a rapidly 
increasing proportion of Canadian business is being carried on by these one 
hundred. 

The two interconnected problems created by the coming of the large corpora
tion, the problem of concentration of economic power and the problem of the new 
conditions in competition, which the corporation has brought in its train, have 
been clearly revealed in the evidence before the commission. That evidence has 
given a remarkable picture of the results of the rapid development of the 
corporate growth of business in the economic life of Canada. The facts and 

(1) See Annez nl. Table 9. for the "me table with the railway omitted. 
<I> For 0. .lightly difJeNDt approaoo. to ·the sa.me range o( facta see AOlleJ: III. Table 10. 
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figures which are presented in this study must be considered side by side with 
the material which is contained in the evidence before us, if they are to be under
stood in their proper context. So considered, they seem to lead to the inescapable 
conclusion that the rate of growth of the large corporation i$, in large part, an 
explanation for the development of that. imperfect competition which has mani
fested itself in the numerous cases of economic exploitation brought to our atten
tion, and which is one of the main sources of many of our economic problems. 

3. CORPORATE PRACTICES AND ABUSES. 

1. INTRODUCTION--THE FUNCTION OF THE PROMOTER. 

In this section we deal with some of the more important corporate practices 
and abuses of the period 1923-29, with illustrations from evidence we have 
received. This period represents fairly well the course of a business cycle. The 
year 1923 was the beginning of a period of business expansion which reached its 
peak in 1929. Then came the downswing of business and the depression, which 
have almost completed the cycle. Thus, in effect, one is observing the cyclical 
course of corporation finance. The period 1923-33, however, should not be 
regarded as unique, for that of 1908-1913 gave rise to a similar phenomenon in 
tbe field of Canadian corporation finance. 

In general, a period of expanding business sees an active demand for capital. 
All sorts of enterprises are started and others are expanded and re-organized. It 
is relatively easy to sell securities to the public and the volume of 1Iotation rises. 
A feeling of optimism gives all security offerings a rosy hue and investment 
dealers hunt for issues to meet the "demand." Then, with the cessation in 
business activities, the volume of new 1I0tations drops and a testing period for 
the newly-distributed securities ensues. 

The part played by the promoter and the investment dealer in this develop
ment is important. They assemble the factors of production and thus initiate 
productive enterprises. In a system of free enterprise, it is essential that this 
function should be carried on, and presumably it deserves some reward. The 
questions arise, however, whether the promoter always acts in a socially desirable 
manner, and whether his reward is properly related to his contribution. Usually 
this reward for services is taken in the form of common stock. This gives 
opportunities for doubtful practices, because for every promoter a;ctually inter
ested in the subsequent fortunes of a business enterprise, there are many more 
wbo are interested merely in acquiring some sort of a security which can be 
turned over for cash. The problem is to encourage the former and discourage 
the latter. 

Insofar as the investment dealer's function is to assemble capital and to 
direct it to productive ends, society depends upon his wisdom for the proper 
direction of its savings. If the investment dealer is foolish or dishonest, society 
suffers. It is thus to the general interest to have an intelligent and reliable group 
engaged in this activity. Yet there is probably no occupation which selects its 
personnel more exclusively on one basis-the faculty of salesmanship. 

Once an investment house is formed, it develops an organization for the 
distribution of securities, the success of which depends upon its "turnover." It 
thus becomes vital to maintain volume of sales in order to meet the overhead 
costs of the organization. This means that securities to be sold must be found. 
The investment dealer is essentially a merchandiser. He, therefore, is always 
on the lookout for opportunities to get securities-preferably "good"-to sell. 
New concerns may supply some of these, but old concerns, especially "reor
ganized" established ones, are an important source from which this merchandise 
is obtained. . 
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2. AN ANALYSIS OF CANADIAN CONSOLIDATIONS. 

With this brief background, the following analysis of consolidations, which 
bears so directly on the present discussion of corporate practices, may be given. 

We are here concerned with the consolidation of two or more existing and 
competing concerns (other than public utilities) into a single unit, and with 
companies which publish annual statements in the financial press and not with 
the consolidation of unincorporated concerns, private companies or those whose 
shares are closely held. 

a. The Extent of the Consolidation Movement. 
The following table gives the number of consolidations since 19001• 

NUMBER OF CONSOLIDATIONS BY YEARS, 1Il00-1933 

Year 
Number 
of Co. 

solidations 

Number of 
Conoerna 
Ab80rbed 

1000...................... 2 19 
1901. ...............................•............. 
1902...................... I 45 
1903.. .......•...............•.................... 
1904...................... 1 2 
1905...................... I , 
1906...................... 3 II 
1907 ............................................. . 
1908 ....••.....•••••.....•.•.•..••••.•••••••...••• 
1909...................... 9 51 
1910...................... 22 112 
1911...................... U ~ 
J912...................... 13 37 
1913.. ........ ....... . . ... Ii 16 
1914...................... 2 , 
1915... . . ..... ....... .... . , 10 
1916 ............. ,........ 2 2 

Y ...... 

1917 .•..........•.•....• 
1918 ...•........•....... 
1919 ............•...•.•. 
1920 ..•............••... 
1921. .................. . 
1922 ..•••.•.•••••.•••••• 
1923 ............•.....•• 
1m ........... ........ . 
1925 .................. . . 
1926 ............•....... 
1927 ............•...•... 
1928 ................... . 
1929 ....•............... 
1930 ..••••••••••........ 
1931. .................. . 
1932 ............•....... 
1933.. ......•..•........ 

Total ............ . 

Number 
01 Con-

solidations 

3 
2 
I 
2 
5 
4 
7 

15 
20 
25 
31 
68 
62 
25 
II 
6 
8 

an 

Numbetor 
Concerns 
Absorbed 

10 
6 
2 
8 
8 
4 

38 
29 
68 
70 
9S 

195 
149 
65 
20 
13 
8 

1.146 

The most striking fact about the above consolidations is that the vast 
majority of them occurred during boom periods. In 1910, for example, there 
were 22 consolidations (a record year to that date) and a peak which was 
not approached again till 1925 when 20 consolidations are recorded. Then 
follows a steep ascent to the 68 consolidations of 1928 and the 62 of 1929. In 
1933 there were six. In the earlier period from 1900-1914, consolidations affected 
from 30 to 40 subdivisions of Canadian industry: 2 particularly the coal, iron and 
steel group (15 cases), the pulp and paper group (18 cases), and the packing and 
canning groups (8 eases). In ·the period 1921-1930, the industries chiefly affected 
were brewing, canning, dairying, pulp and paper, construction materials, and the 
grain trade. 

b. Methods of Consolidation. 
Broadly speaking, one or more of three distinct procedures may be em

ployed to bring about a consolidation of incorporated companies. They are as 
follows:-

(1) Merger: An existin"g company buys outright the assets and goodwill 
(and possibly, also, assumes the liabilities) of some other company, 
which then is liquidated; 

(2) Amalgamation: A new company incorporates to buy outright the assets 
and goodwill (and possibly, also, assume the liabilities) of two or more 
existing companies, which then are liquidated; 

--""(i) See Annex: III. Table 11, for a furth.' quautitative analYBie. 
(I) For a table of consolidation! according to clB81 of induatry see Annex III, Table 12. 
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(3) The Holding Company: An existing company acquires a majority of 
the voting shares of one or more other companies, or a company newly 
formed acquires a majority of the voting shares of one or more 
existing companies. 

The holding company method not only saves the heavy expense incidental to 
the conveyance of assets and the liquidation of the associating companies which 
is involved in a merger or amalgamation, but it may enable control to be secured 
with an outlay of only a fraction of the value of the assets to be controlled. It 
also ensures survival of the whole of the goodwill of the constituent concerns. 

The merger and amalgamation methods resemble each other in principle 
but amalgamation involves the expense of incorporation of a .new company and is 
resorted to only when the capital structure of none of the associating companies 
is suited to the requirements of the proposed consolidation. 

According to this classification, the numbers of consolidations affected 
since 1900, by each of the varioue methods, are as follows:-

Acquisition of shares (bolding company) ................. _ .......... . 
Amalgamation ........... ' .......................................... . 

~~f~~ ~~~p';~y '~~d' ~~~g~r' '~~bi~~ci':::::::::::::::::::: :::::::::: 
Holding company and amalgamation combined ...................... . 
Not known ....................................................... . 

Total ......................................................... . 

155 
144 
45 
15 
6 
9 

374 

In many instances the form of organization originally adopted was altered 
later to meet changing needs and circumstances. Thus, a consolidation which 
originally acquired the assets of another concern, might later incorporate a 
subsidiary company to own and operate assets; or, conversely, a consolidation 
which originally took the form of a holding company, might later liquidate the 
subsidiary and take over its assets. 

The consolidations of the years 1921-1933 involved the incorporation of 
one hundred and eleven new companies. Of these, seventy-four were formed 
under the Dominion Companies Act, twenty-two under the Companies Act of 
Ontario, eight under the-Quebec Act, three under the British Columbia Act, and 
one each in the following jurisdictions: Alberta, Manitoba, New Brunswick and 
Nova Scotia. 

c. The Purpose of Comolidation. 
A consolidation is promoted to serve any of the three following purposes:
(1) To allay the disastrous effects of competition by establishing a condi

tion of "imperfect competition", e.g. some degree of monopoly; 
(2) To bring into existence improved and economical methods of manu

facturing, marketing, and financing, through production on a large scale 
(generally referred to as "the economies of large-scale production"); 

(3) To provide promoters and investment houses with an opportunity of 
profit. 

A consolidation designed to reduce competition and secure the economies 
of large-scale production, is likely to originate in the mind of one of the 
competing industrialists, to occur in times of trade stagnation, and to be effected 
by exchange of securities rather than by the issue of new securities. On the other 
hand, a scheme of consolidation designed to provide "merchandise" for the 
investment houses to sell is likely to have its origin in the brain of the pro
fessional promoter or investment dealer, to occur in times of stock market 
activity, and to involve the sale of large quantities of new securities. 

The professed objects of the Canadian consolidations may be treated 
summarily by pointing out that every purchasing company which issued a 
prospectus at the time of consolidation lind alleged any motive for the con-
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solidation, was confidently expecting to eliminate wasteful duplication of ex
penses and to secure the economies of large-scale production. 

The actual ohjects of these consolidations are more difficult to determine. 
Inferential evidence that a large proportion of the consolidations was promoted 
by financial interests for their own advantage, is to be found in the fact that the 
bulk of them occurred in periods of stock market activity (1909-1912, and 1927-
1929), and that they involved public financing to an amount in excess of two 
hundred and twenty-three million dollars. Of this sum, fifty-two million dollars 
in thirty-six issues was subscribed between 1909 and 1912 inclusive, and one 
hundred and seventy-one million dollars in sixty-four issues between 1927 and 
1929 inclusive. 

The chart below explains the situation. 

CHART IV 

INDE.X o~ 

ECONOMIC ACTIVITY AND NUMBER OF CONSOLIDATIONS 

INDEX OF' 
«oNqM", 

ACTlVlry 

16 0 

12D 

-, 

80 

-

.--
r--

-----o 
1885 

, 

CANADIAN INDUSTRIES 1885-1934 
,g';J_ .gO 

}\ 
8 

LEG EN 0 fl: (CONOMIC A(TfVITT __ -
COHSOUOATIONS ------ , . , ' 

• • 
\ 6 ' ' 

V" 
, , \... • , 

{'J • 
• 

Ij'v • -, , , , 
I 

• 4 

'/ J , , 
• , 

/ : \-, 
II 

I , , • , . I • 
./ \ i'.: 

, 2 
I , , 

, ,I 
, , 

, \ ' - , 
I , ' I 1. I , 

/'~"/ I , I , . , 
I , 

" "', : , • " r ..., • 

o 

o 

o 

o 

--... --- ---..- --~ a 
90 95 1900 05 10 15 20 25 30 35 



CONCENTRATION AND THE CORPORATE SYSTEM OF BUSINESS 31 

A prominent and significant feature of the public financing of consolidations 
is the heavy preponderance of bonds and preferred shares-the latter usually 
with restricted voting rights. The following table shows this:-

PUBLIC FINANCING ARISING DIRECTLY OUT OF CONSOLIDATIONS 

(1921-1933) 

(in thousands of dollars) 

Year 

Amount of Issues 
Numb~I-----~--~~-~~------

of Preferred 
Issues Total Bonds and" A" Common 

Shares 

1921... ................................... 1 2,000............ 2,000 
1922 ............................................................................................... . 
1923 ............................................................................................... . 
1924...................................... 1 1,000 1,000 ....................... . 
1925...................................... 4 11,952 5,266 5,686 .......... .. 
1926......... . ......... ..... ..... ......... 2 2,200 2,200 ....................... . 
1927...................................... 14 39,305 20,525 15,100 3,680 
1928...................................... 30 105,878 1i7,500 42,648 1i,830 
1929...................................... 20 25,904 7,250 18.654 ........... . 
1930 ............................................................................................... . 
1931. .. . . . . . . . .. .. .. . . .. . . . . .... . . . .. . . . . . 1 248 248 ....................... . 
1932.......... ................... ........ . 1 3,750..... ....... 3,750 ........... . 
1933 ............................................................................................... . 

74 192,237 93,989 87.738 9,510 

It will be noticed from the above table that of $192,000,000 worth of securi
ties issued between 1929 and 1933, $183,000,000 consisted of bonds, preferred 
stock and class A common stock. These facts support the view that the real 
motive of many consolidations was financial gain to the professional promoter 
and investment dealer. 1 

They do not, however, have any bearing on the economic soundness of the 
consolidations themselves or on the propriety of the valuations placed upon them 
for purposes of capitalization. Only an investigation of the subsequent history 
of the consolidated concerns will throw light on these matters. 

d. The Results of Consolidation. 
It is difficult to generalize on the results of consolidation because it must be 

remembered that the two peak periods of consolidation were followed by the 
sharp and protracted business depressions of 1913-1916 and 1930 to date. After 
making full allowance for this latter circumstance, however, it seems reason
able to assume that the vitality of consolidations as a whole is lower than that 
of the average for all business. Facts in support of these views are contained in 
annex iii, tables 14 and 13. 

---p) An attempt to determine whether the elimination of competition waH the real objective 
of some schemes of consolidation between 1921 and 1930 proved largely abortive. It was hoped 
to compute the total assets of eaoh consolidation. to classify the consolidation according to the 
census of maDufactureB~ and by comparison of the assets of the consolidated concern with the 
total "caP.ital" of the group as reported in the census of manufactures of 1930 to determine 
whether It occupied such 8. p1)IJitioll in the grou'f as to give it virtual control of the market. The 
attempt failed because of the impracticability 0 assigning to a single industrial group a. consolida
tion which might be a vertical combination of establishments engaged in distinct branchea of 
manufacture. --_.' 

The result. of this inquiry are to be found. however. for what they are worth, in Annex III,. 
Table 13. Interpreted very broadly, they indicate that only in the fields of tobacco manufactures. 
asbestos producta~ petroleum products, nickel BD\elti~ and refining and cement manufacture has 
a single concern DY the process of consolidation achieved a dominant position in its field; and 
that for the rest, the consolidation movement in Canadian industry does not seem to be responsible 
for any nation-wide monopoly that may exist. 
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Table 14 shows that nineteen of the eighty-seven consolidations occurring 
between 1900 to 1920, were compelled to reorganize or liquidate within from 
one to four years of their formation. This gives a figure of 22 per cent of failure 
(or 5·5 per cent each year for four years) over a period when Bradstreet's 
annual percentage of business failures t~ total number of concerns doing busi
ness ranged from a low of 0·40 per cent in 1919 to a high of 1·85 per cent in 
1914.1 After making due allowance for the fact that Bradstreet's figures take 
account only of formal failures to meet the claim of creditors, it seems that 
mortality amongst consolidations was heavier than amongst business concerns 
as a whole. 

Table 13, covering consolidations of the years 1921 to 1930, shows that of 
the one hundred and thirty-one consolidations whose subsequent fortunes could 
be traced:-

Sixteen concerns, or 12 per cent of the total number had failed or had 
to submit to re-organization betwe~n 1930 and 1933; 

Forty-eight concerns, or 37 per cent incurred deficits in recent years; 
Twenty-one concerns, or 16 per cent showed profits steadily declining 

since consolidation; while only 15 concerns or 11 per cent showed consist
ently good or improved earnings since consolidation. 
It also shows that with one exception, the earnings of every consolidation 

(which made an estimate of future earnings in a prospectus), fell far short of 
the estimate. 

No basis can be secured for direct comparison of these figures with the 
figures for all concerns doing business during the years 1921, to 1930, but they 
indicate a condition of affairs amongst consolid8lted concerns which is certainly 
no better than that amongst business as a whole, and one which is, in all prob
ability, considerably worse.' 

The reason for this bad record is suggested by a close study of the individual 
histories summarized in Annex III, Tables 15 to 20 inclusive, and it is apparently 
due to one or more of three factors:-

(1) Weakness of the constituent concerns, 
(2) Excessive capitalization involving crushing charges for interest and 

depreciation, 
(3) Inferior management associated with the sudden as contrasted with 

the gradual or natural increase in the scale of the problems of admin
istration. 

3. AN ANALYSIS OF CANADIA.'f REnNANCING OPERATIONS. 

Consolidations have not been the only fruitful source of new securities for 
the investment dealer. Reorganizations or "refinancings" have been also 
exploited to the full. 

"Refinancing" is the term used to denote the sale of an existing incorporated 
business by owners who are anxious, or have been persuaded, to dispose of it 
and who have accepted the services of promoting and investment broking 
interests to effect the sale. Generally it involves the following successive opera
tions:-

/I. The purchase by the promoter of either the assets or the shares of the 
vendor concern henceforth known as the "predecessor" company; 

b. The incorporation of a new company (usually with the same name as 
the "predecessor" company or a similar name); 

\
1) Conada Year Book. 1922-23, page 871. 

. Ill) The percentag.ea of total number of failures (Canada Year Book, 1933, pp. 406 and 
964) amongst manufacturing busine88 to total number of manufacturing conc(~rD8 reporting under 
the CeDeUII of Manufactufea were as follows for recent years: 
1924 1.5 per cent 1925 1.8 per cent 1026 1.3 per cent 1927 1.9 per cent 
1928 2.2 per cent 1929 1.9 per cent 1030 2.0 per cent 1931 1.9 per cent 
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c. The sale of the aS8ets or shares of the "predecessor" company to the 
new company by t.he promoter in consideration of the allotment to him 
of securities of the new company in the form and to the amounts deter" 
mined by him; 

d. The sale to the public for cash of the whole or the greater part of these 
securities. 

a. The Purpose 0/ "Refinancing." 
To the owners of the vendor company, "refinancing" is merely an operation 

which enables them to "sell out" on terms which appear to them to be advan
tageous. To the promoter or investment dealer, it is a device used for one or 
more of the following purposes: to create a supply of securities which may be 
sold to the public at a profit, to secure control of the vendor business, and to 
acquire a claim to any profits without sharing in any loases. 

Realization of a net cash profit from the sale of securities depends upon the 
promoter's selling them to the public for more than he paid for the assets or 
shares of the predecessor company-in other words, upon the promoter's selling 
the business to the public for more than the owner of the business with his inside 
knowledge, believed the business to be worth. 

The promoter gains control and·a claim to profits without risk of loss, by 
selling to the public non-voting securities with fixed interest or dividend return 
and reserving to himself the whole or a majority of the voting shares in the new 
company. This does not necessarily involve any cash outlay on his part. 

The study of Canadian "refinancing". which follows, was undertaken to 
ascertain the extent and nature of such operations in Canada. It is unfortun
ately not poasible to make any reliable calculation of the profits realized by the 
promoters from those activities, for it is impossible to determine accurately 
what amount was paid by the promoter for the assets that he bought from the 
"predecessor" company or whether these assets were exactly the same in form 
and amount as the assets that he sold to the new company.1 Comparison of 
the book worth of the "predecessor" company with the capitalization of the new 
company is no criterion whatever of these profits. And even if the profits were 
ascertainable there would be lacking any precise standard by which to judge 
whether or not they were reasonable. It may be noted, however, in this con
nection that the "promoter" of a refinancing scheme is not entitled to the reward 
of an entrepreneur, but merely to the modest brokerage customarily payable to 
a broker who acts as intermediary in the sale of a property from one party to 
another. In the absence of direct evidence as to profits actually made by the 
promoters, refinancing schemes (and the promoters) must be judged by the 
form and amount of the capitalization with which the new companies were 
endowed and by the subsequent earnings histories of these companies. 

b. The Extent of Refinancing Operations, 1926-1999. 
The table below shows for each of the years 1926-1933, the number of refin

ancing operations which took place and the amounts of assets and of public 
financing which these operations involved. It must be understood that the 
figure of "Net Tangible Assets" in this table is in many instances the amount 
certified for prospectus purposes by an appraisal company possessing a knowl
edge of the capitalization proposed by the promoter for the new company. 

1 In exceptional cases it ;. possible to m.a1re 8n estimate of these figures. Thus in tb'e 
formation of the British Columbia Power Corporation, Limited, the promoters apparently paid 
some '57,000,000 for the shares which the)" acquired in the predecessor company. and they sold 
to the public aecuritiea in the new company to the amount of ,60.000,000. They netted a gr088 
cash profit of $3,000,000 and Claas B shares which gave them control of the Dew company. 

g7181-1 
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SUMMARY OF REFINANCING 1926 TO 1933 

(in thouaands of do1lars) 

Year 
Number of 
Instances 

Net 
Tangible 

Asseto 
88 Valued 

for 
Prospeetlls 
Pu.".,... 

Total 
Amount ol 
Securities 

Sold to 
Public 

Per cent 
of 

Securities 
Sold to 

NetA888ta 

1926 ...................••............................ 
1927 ................................................ . 
1928 ................................................ . 
1929 ................................................ . 

7 
20 
40 
18 
3 

45,077 
83,777 

245,075 
46,627 
3,137 

15,250 
68,664-

170,165 
36,960 
1,450 

34 
82 
69 
79 
46 1930 .....•.••...............•...•...•..•...........•. 

1931. ....••...................•.•........•........... 0 ................................... . 
1932 ................................................ . 
1933 ................................................ . 

o 
o 

1------·1------4------1------
Totals .................................. . 88 423,693 292,489 69 

From this table it is seen that refinancing operations were prevalent through
out the years 1927, 1928 and 1929, but that they reached their peak in 1928, 
when forty occurred involving net assets valued at $245,075,374. There were 
a few instances in 1926 and 1930, but none has occurred since 1930. Clearly a 
" refinancing" operation is a phenomenon associated with a period of stock 
market inflation. The securities sold to the public to effect the sale of the eighty
eight concerns listed, totalled just under three hundred million dollars and 
represented sixty-nine per cent of the .. net tangible assets" of these concerns. 
In 1928 alone, over one hundred and seventy million dollars of securities were 
sold, representing the same percentage of the "total net assets" of the forty 
concerns involved. These figures may be compared with the estimated figure 
of five hundred and twelve million dollars as the grand total of all securities (no 
matter their origin) sold to the public from 1927 to 1929. The comparison sug
gests that money then available for investment far exceeded the opportunities 
for investment in new enterprises and that refinancing schemes were promoted in 
order to create a supply of new industrial securities equal, in nominal amount at 
least, to the demand for that type of security. It may be noted that the eighty
eight new companies formed were incorporated as follows:--

Number of 
Jurisdiction Incorporations 

Dominion .................. ",......................................... 55 
Ontario ............................................................. 16 
Quebec ........................... ,..................... .............. 7 
British Columbia ..................................................... 3 
Nova Scotia .......................................................... 2 
New Brunswick....................................................... 1 
Saskatchewan ........................................................ 1 
Not known .. ..... ..... ....... ...... ...... ............ ...... .......... 3 

88 

The table below offers &. summary analysis by years of the securities sold to 
the public in connection with refinancing schemes and shows that bonds, preferred 
shares and Class "A" shares accounted for $265,052,375 or 91 per cent of the 
total offerings. 
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ANALYSIS OF SECURITIES SOLD TO THE PUBLIC IN REFINANCING 
OPERATIONS 

(in thousands of dollars) 

Bond. Pteferrod Sh .... Class fiAtt Shares Common ShareB 
Total 

Year Amount Per cent Per cent Per cent Per cent 
Amount of Total Amount of Total Amount of Total Amount of Total 

Securities Seeurities Securities Securities 

1926 ........ 15,250 4,500 30 6,750 44 .......... ........ ·3 4,000 26 
1927 ........ 68,664 25,800 38 28,795 42 2,248 11,821 17 
1928 ........ 170,165 28,22-5 17 49,758 29 82,129 48 10,053 6 
1929 ........ 36,960 11.820 32 17,715 48 5,863 16 1,662 4 
1930 ........ 1,450 1,300 90 150 10 .......... .......... .......... . ......... 
1931. ....... 0 ........ .......... .......... .......... .......... .......... . ......... . ......... 
1932 ........ 0 ........ .......... .......... .......... .......... .......... . ......... .......... 
1933 ........ 0 ........ .......... .......... .......... .......... .......... . ......... .......... 

Totalo .... 1292,489 171,645 25 '103,168 35 190,240 31 127,ta6 9 

Bonds do not carry any voting rights and, of the preferred and Class "A" 
share issues listed in the table and totalling $193,407,375, less than ten million 
dollars carried unrestricted voting power. In short, eighty-seven per cent of the 
total amount of all securities sold to the public consisted of non-voting securities, 
Many issues of bonds and preferred shares were offered with a bonus of voting 
common shares but in no instance did the common shares so offered amount in the 
aggregate to more than a small minority holding of such shares, 

It seems clear from this analysis that in general the refinancing schemes 
were so constructed as to afford the public the privilege of subscribing the 
requisite amount of cash while endowing the promoters with unhampered control 
of the new companies, No evidence is available as to the actual worth of the 
consideration received by the new companies for the issue of the common or 
Class "B" shares to the promoters, but an analysis of subsequent earnings 
histories of these companies (given below) indicates that in many if not most 
instances such considerations must have been purely illusory. 

c. The Results of Refinancing Operations. 
Of nineteen companies whose bonds were sold to the public and whose sub

sequent earnings are known:-
(1) Ten companies have failed to earn bond interest consistently to date, 

Eight of these companies have failed to earn interest since 1930 or 
earlier; one since 1931 and one since 1932, 

(2) Of the ten companies in (1) six have already passed into receivership. 
(3) The remaining nine companies have earned bond interest to date. 

Of forty-seven companies whose preferred shares were sold to the public 
and whose earnings are known:-

(1) Eight have been liquidated or are in process of liquidation, 
(2) Thirty others have failed to earn the preferred dividends in one or 

more years. 
(3) Nine have earned the preferred dividend regularly to date, 

or thirteen companies whose Class "A" shares were sold to the public 
and whose earnings are known:-

(1) Not one has earned the Class "A" dividend every year to date. Four 
earned it the first year only; three the first two years only, two the fir.t 
three years only; and two the first four years only. 

97131-31 
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(2) 

(3) 
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Not one has earned the Class "Au dividend in 1933. Only one earned 
it in 1932; only two earned it in 1931. 
The majority incurred operating deficits in 1932 and 1933. 

Of thirteen companies whose common shares were sold to the public and 
whose earnings are known:-

(1) Three were early absorbed in consolidations and lost their identity. 
(2) Three earned something on the common shares up to 1932. 
(3) Seven have failed to earn anything on common shares in recent years. 
Almost without exception the realized earnings of these companies which 

estimated their earnings for prospectus purposes have fallen from the beginning 
far short of the estimates. It would indeed be more accurate to say that they 
have never approached the estimated earnings, for a comparison of the two 
figures gives results which are nothing short of grotesque. 

This summary of earnings histories points to the following conclusions:
(1) That the refinancing operations were attended by gross over-valuation 

of assets and consequent over-capitalization. 
(2) That the so-called bonds, preferred shares and Class "AU shares had in 

many instances no real equity junior to them; in other words, that the 
receivers of the common stock gave no real consideration to the com
pany for the issue of these shares. 

The promoter of a refinancing scheme is in fact, but not in law, acting 
as a broker in the sale of a business as a going concern. If his legal position 
could be adapted to his actual position, he would be required to reveal to the 
buyer the exact amount and nature of his interest in the brokerage transaction. 
There is some reason to suppose that if pUblication of this information had 
been obligatory in the years 1927 to 1929, fewer sound old established Cana
dian businesses would have heen refinanced and serious losses would have 
been averted. 

4. ILLUSTRATIONS OF CORPORATE PRACTICES FBoM THE EVIDENCE. 

With this general picture of the financial background of the period in 
mind, we may refer to three cases which illustrate some of the practices di&
cussed above. These cases are Simpson's Limited, Toronto, Bums and 
Company, Limited, Calgary, and Canadian Canners Limited, Hamilton. These 
three companies have been investigated by us and much of their history has 
already emerged in the evidence. We cite them here merely because of that 
fact. We have no doubt there are many other cases that have not been 
brought officially before UB but which might prove even more striking examples 
of some of the practices to which we have been referring. 

The details of these three cases are given in Annex iv. Here we merely 
state the general conclusions from the facts outlined in that Annex. 

The first case, the Robert Simpson Company and associated companies, 
is one where the original owners sold out to the public onterma most advan
tageous to themselves. In creating the security-structure an additional burden 
of fixed cost of $1,000,000 per annum, was placed on the operating company. 
The public holds certain classes of securities which are yielding no return at 
present and to earn a return· on which the company would have to operate 
on a scale which seems extremely optimistic. More narrowly, the successive 
reorganizations erected a pyramid of bonds, preferred, Class A and B common 
shares, secured entirely in the first place on the junior shares of the operating 
company. If these common shares paid no dividend, the holding company 
received no revenue. But this position was altered when by purchasing the 
assets of the operating company, but not paying for them, nor even paying 
interest on the deht, the holding company was able to charge a rental and 
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thereby ensure some revenue, whether or not Uhe operating company was profit
able. That this action lessened the security of the holders of bonds and pre
ferred stocks of the operating company, who should have ordinarily a first call 
on earnings, is obvious and in our opinion..is an illustration of a questionable 
financial transaction. 

The reorganizations witnessed two appraisals of the fixed assets of the 
Canadian Appraisal Company, by virtue of which over $8,000,000 was written 
into Uhe capital. The remuneration of the investment dealers, Wood Gundy 
& Company, seems to us entirely out of proportion to the service performed. 

The Bums case illustrates three main F0ints in the practice of corporation 
finance. Firstly, it involves the write-up 0 assets for the purpose of establish
ing nominal asset values to cover the issue of new securities-that is stock
watering. Secondly, it represents a distinctly douhtful case of an investment 
house mis-stating the income figures, through the depreciation allowance, for 
the purpose of showing sufficient income to cover the interest and dividend 
needs of the new securities. Thirdly, it raises the propriety of are-financing 
utilizing the above practices, at the top of a business boom and the inevitable 
reorganization after the boom. As the facts are related in detail elsewhere, it is 
suflicient to state here that this case is one of the most flagrant which we have 
encountered. We wish to condemn without reservation or equivocation such 
financial malpractice as it illustrates. 

The case of Canadian Canners Limited involves slightly different con
siderations. The company was formed by the banding together of a large 
number of independent canning and preserving companies and was enlarged 
on several later occasions to bring in numerous independent canners. Plants 
acquired were paid for, usually, by issuing capital stock and bonds. Upon 
each successive reorganization the company's plants were revalued. The 
exact amount of appreciation and other intangible assets included in the recent 
balanoe sheet is not clear, but it is at least $6,000,000, equivalent to over 50 
per cent of the presently outstanding capital stock. 

The extent of the exoess capital issued for appreciation of assets on 
appraisal or other revaluation, for bonuses in excess of appraised values, for 
services, etc., is indicated by the fact that during Uhe past eleven years, despite 
meagre and diminishing annual depreciation provisions, the operating profits on 
the book capital in only one year exceeded 5 per cent and averaged less than 
3 per cent. 

None of the capital stock of this company was sold for oash but was 
issued entirely for assets acquired and for services. Mortgage bonds to the 
extent of $958,500, have been sold for cash, but on the other hand, bonds having 
a par value of $1,876,100, and shares having a par value of $672,300, have 
been purchased for redemption. The company has also invested a substantial 
amount in its own shares which shares have not been redeemed but are "arried 
upon its balance sheet as an asset; a practice which is possibly illegal and 
certainly improper. 

The president of the company is a stock broker whose firm,. Avern Pardoe 
& Co., is the largest regi.tered holder of shares in Canadian Canners, Ltd. 
While many of these shares arc held for clients, there can be no doubt that the 
requirements of investors greatly influence the actions of the management. 

The evidence regarding the operations of the company revealed that an 
inaccurate statement of the company's financial position was shown hy the 
balance sheet presented to the shareholders in 1932; this was signed by the com
pany's auditors, only subject to certain vital qualifications. The profits as shown 
did not in fact exist. The failure of the directors to see that the true facts were 
disclosed provides a reprehensible example of faulty stewardship exercised by a 
minority management group. 
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5. THE MAIN PROBLEMS TO BE SOLVED. 
The above cases indicate four main problems which warrant specific consider-

ation. They are: 
a. Over-capitalization. 
b. Appraisal practices. 
c. Accurate and adequate information for the investor and shareholder. 
d. The place of the investment dealer. 

As to (a), over-capitalization or stock-watering is one of the most wide
spread evils associated with incorporation of companies; it is made even more 
objectionable because it is in fact legalized. Vendors and promoters allot shares 
to themselves, for services and properties contributed to the company, at a figure 
grossly in excess of any possible intrinsic value. Frequently, the balance of the 
issue is then offered to the public, which buys it for cash. The holder of a share 
who has given for it services worth possibly $1.00 is on an equal footing with the 
holder of another share who has given $100.00 cash for it. Each share may have 
only approximately $50.00 of real assets behind it, so one shareholder has been 
mulcted of nearly $49.00 by the other. This situation iH virtually legalized, 
because the courts ordinarily do not inquire into any consideration other than 
cash given for shares. The courts will force a man who has paid $99.00 for a 
$100.00 par share to contribute the other dollar; they seldom do anything about 
the man who has contributed a table worth, possibly, $10.00 at the absurd 
valuation of $20,000.00. 

As to (b), the usual method of writing up the value of assets is through the 
so-called appraisal companies. The alacrity with which certain appraisal com
panies appear willing to give a desired valuation to almost any type of asset is 
evidence enough of the general unreliability of their certificates. 

As to (c), the question of adequate and accurate information: there is no 
argument whatsoever against giving a prospective purchaser of a security every 
relevant bit of .information concerning the security which he is about to buy. The 
same applies to the shareholder. This is the least that can be done. If all the 
facts as to what was actually being done had been given to the public in the 
case of the Bum's and Simpson's financing operations referred to above, it is 
almost certain that the securities could not have been sold with such ease. Even 
allowing for the cupidity of the public, it is hard to see how the preferred stock 
of the Bums Company could have been sold when the preferred dividend was 
barely earned. 

As to (d), it is obvious that the investment dealer cannot be relied upon to 
safeguard the interests of the investor. That has been clearly shown in the 
cases summarized. The interest of the investment dealer is allied with that of 
the vendor group. His whole position as a' merchandiser makes him almost 
incapable of anything but ex parte statements. His mistakes have been all too 
frequent. Too often the fees he has received, rather than the economic justifica
tion for the issue of securities offered, have been the deciding factor in his 
activities. 

4. REMEDIAL SUGGESTIONS 

We now come to suggestions and recommendations for remedial action. In 
makin~ these recommendations we are not so optimistic as to believe that any 
legislation, however wisely coneeived and effectively administered, will prevent 
all foolish investments or all unsound company promotion. We have, indeed, 
no right even if we had the desire, to take away from the citizen "his inalienablc 
right to make a fool of himself." We do, however, feel that we have the right 
to attempt to prevent others making a fool of the citizen. We would emphasize 
also, first, that permission for a group of persons to be incorporated into a com
pany, should be viewed as a valuable concession granted by the state, especially 
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in relation to the convenience of a general restriction of personal liability, and 
second, that such a concession involves corresponding obligations and responsi
bilities. Not the least of these obligations is to ensure that there shall be full 
and accurate information as to all the facts concerning every company that seeks 
incorporation or financial support from the public after such incorporation. 

We may anticipate at the outset a general objection that will be levelled 
at many of our suggestions, namely, that Canada is a young and developing 
country, and as such needs and will continue to need capital; that no unnecessary 
obstacles or discouragements should therefore be placed in the way of the 
assembling of such capital from the investing public. To this objection we have 
one answer. All our recommendations are designed to encourage sound develop
ment through the discouragement of unsound and reckless promotions of the 
kind which too often characterized the financial history of this country in the 
last fifteen years. Even if, for the sake of argnment, we make an admission, 
the validity of which we do not accept, that some capital might be frightened 
away by laws designed to protect the investor, the amount of such capital is 
not likely to come within measurable distance of the millions lost to this country 
by unwise and reckless promotions, millions which might have been saved if 
some of the recommendations we are about to make had had the force of law. 

Many of the remedies which we suggest for the evils disclosed involve 
amendments or additions to existing legislation. This brings up at once the 
question of jurisdiction. It is obvious that the existence of ten jurisdictions, 
each having the right to make its own laws for the incorporation and regulation 
of limited liability companies-and each in fact exercising this right-greatIy 
. complicates the problem of control through such legislation. It is not part of 
this report to discuss fully the problems arising from multiple jurisdictions, but 
the question is so important that it cannot be ignored. 

One possible solution for this problem would be to amend the constitution 
so that the Dominion Parliament would obtain exclusive jurisdiction over com
panies by the provinces surrendering such jurisdiction over property and civil 
rights as would be needed to secure effective control. Difficult as this solution 
may appear, it would ill practice be the most satisfactory one. 

A more realizable alternative would be to obtain uniformity in the essential 
features of ihe Dominion Companies Act, and the provincial Acts through the 
co-operation of the legislatures concerned. Though two Dominion-Provincial 
Conferences have not succeeded in securing uniformity by this method, we think 
that the difficulties in the way of such an achievement can be overcome. 

But whatever may be the solution of this constitutional problem, it is clear 
that growing public resentment necessitates further social control of the financial 
operations of companies. Accordingly, it is urged here that, within its legal 
competence, the Dominion should to the very limit give leadership with a strict 
Act. We feel that the prestige of a Dominion incorporation is such that the 
provinces will follow such a lead. If they do not, then the question of securing 
uniformity by constitutional amendment would have to be considered. 

This view, it may be noted. is in direct contradiction to that expressed by 
many who believe that the federal act cannot be much more advanced than pro
vinciallegislation; that if it is, the Dominion will lose incorporations and revenue 
to the competing jurisdictions. There is, however, every reason for believing 
that a bold position with respect to the federal act will in the long run, 
strengthen rather than weaken the Dominion's position, and that it will encourage 
a general improvement through similar provincial reform measures. 

A stringent federal act, for instance, might welI put a premium on federal 
incorporations by giving a decided advertising value to the sale of the securities 
of companies so incorporated. Even if, for a time, certain provincial acts re
mained less strict than the federal act and there were some temporary diversion 
of applications for incorporation from Ottawa to the provinces, the loss of 
revenue, if any, would be a paltry sum to balance against the social gain involved. 
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1. AMENDMENT OF THE DOMINION COMPANIES ACT. 

Therefore, in an effort to remedy some. of the abuses discussed in the previous 
sections of this cbapter, and pending some satisfactory solution of the problem of 
uniformity, we recommend certain changes to the Dominion Companies Act, 
irrespective of what the provinces may do. 

These changes are based on the assumption that limited liability company 
legislation involves three sets of obligations, as follows:-

a. Upon the company to create a non-withdrawable fund of capital, which 
would operate as security for bond holders, for creditors and share
holders. 

b. Upon the directors to give publicity to the affairs of the company by 
full annual statements and periodic reports, for the information of 
shareholders, bond bolders and other present and prospective creditors. 

c. Upon promoters, directors, etc., to give full and accurate information 
to all persons who are invited to purcbase shares or other securities. 

To strengthen and make more effective the first obligation, we recommend 
either the abolition of shares of no-par value, or tbe requirement that the full 
consideration received for no-par shares should be credited to the capital account. 

In., respect to the prohibition of no-par stock it should be remembered that e, ily itself, would not entirely solve our problems and might indeed raise new 
problems. For instance, prohibition of no-par shares would mean that some 
provision might have to be made for the issue of stock at a discount to avoid 
unnecessary complications in respect to companies, the market value of whose 
capital has shrunk. 

The alternative proposal to complete prohibition, namely, the abolition of the 
right to allocate any part of the consideration received for an issue of no-par 
shares to distributable surplus, would achieve the same obiective. Under the 
present Companies Act, the amount of the issue price of such shares which may, 
at the directors' discretion, be carried to distributable surplus (and hence utilized 
to pay dividends to shareholders) is limited to 25 per cent; or where the com
pany acquired a going concern which had a surplus over and above all liabilities, 
an amount which does not exceed the unappropriated balance of realized net 
profits of such going concern, immediately before acquisition. The present Act 
also prohibits retroactive transfers from capital to surplus in respect to shares 
issued exclusively for a consideration payable in money. These are excellent 
provisions as far as they go, but they should be strengthened by stipulating that 
100 per cent, not 75 per cent, of the consideration received, must be placed in the 
capital account. 

This same idea might well be extended to cover par stock. At present, a 
company which sells its shares for more than par, is required to put the amount 
of the par value in the capital account, but is allowed to put the premium
excess over par-in the surplus account. This premium can be distributed as 
dividends. ,We doubt if there is· any sound reason for this practice and we are 
of the opinion that the full consideration received for par shares should be re
garded as capital. We, therefore, recommend that all premiums received on the 
sale of par stock, should be placed in a capital or non-distributable surplus 
account. 

A similar problem arise~ with respect to the writing-up of fixed and in
tangible assets, a practice which has given rise to much abuse. It is possible, 
for a company to write up an asset, thus creating against the new asset value a 
surplus account; then dividends paid in cash may be charged against the surplus. 
This practice simply means that dividends are paid when the company's pOSition 
does not warrant it. Accordingly, we are of the opinion that all increases in 
surplus or reserves which result from an increase in asset values (as a conse
quence of write-ups, appraisals, etc.) should be regarded as capital surplus, that 
is incapable of having dividends, directly or indirectly, charged against them. , 
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Another desirable reform would be to require that companies should be 
incorporated only for activities which they intend seriously to pursue at the 
time of incorporation, and to amend the present law to prevent companies 
engaging in activities not directly related to those for which they were incor
porated. We feel that, if a company desires to extend its activities to a field 
not closely related to the activities specified in the original incorporation, this 
should only be permitted after adequate publicity has been given. For 
instance, if a ·company incorporated for merchandising wished to go into the 
gold mining business, it should require (1) the approval of the shareholders, 
and (2) supplementary letters patent from the competent authority of the 
Government. In this way, investors would not,through the action of directors, 
become involuntary participators in a type of business which they did not 
anticipate when purchasing their shares. 

We now come to suggestions with respect to publicity. We feel that com
plete and accurate information concerning each issue of shares made to the 
public by an incorporated company, is the most effective, and at the same time, 
the least questionable protection which the investor can be offered. 

The provisions of the existing Dominion Companies Act with regard to 
publicity concerning the financial affairs of a company, place Dominion legisla
tion well in the van in this respect. A company with a' Dominion charter must 
now present to the annual meeting a yearly balance sheet, a statement of surplus, 
and a statement of income and expenditure. To ensure that such statements 
should be given adequate publicity they, together with the auditor's report, should 
be required to be published in a daily paper enjoying wide circulation in the 
locality where the head office of the company is located and in some official paper 
such as the Canada Gazette. It should further be incumbent on the company to 
file such statements with a public authority, more specifically with the Securities 
Board referred to later in this section. Finally, the responsibility for carrying 
out these provisions with respect to publicity should be placed on the board of 
directors of the company who should file with the Securities Board satisfactory 
proof that this obligation had been carried out. Suitable penalties should be 
provided for non-compliance with these provisions. 

We feel also that the present Act might be amended to enlarge the informa
tion now required. Section 112 of the Act sets out certain details in respect to 
this information. This section might be elaborated somewhat to require informa
tion under the following headings:-

(a) Fixed and intangible assets-in more detail than are at present given; 
land, buildings, plant and equipment being shown separately, and where 
there is idle plant or unused property in any substantial amount, this 
also to be shown separately. 

(b) Investments and securities-nature of and market value. 
(e) Inventories--so as to show raw materials as distinct from manufactured 

goods or goods in process of manufacture; with specific divisions for 
such things as containers, spare parts, etc., where they represent sub-
stantial amounts. . 

(dl Accounts and notes receivable-in such a form as to make a distinction 
between current and overdue or doubtful accounts. 

(e) Executive salaries and bonuses--so as to show the number of executives 
and the total amount paid. 

(f) The amount\ if any, by which fixed assets, including goodwill and other 
intangibles, nave been written up. 

With respect to the prospectus provisions of the existing Dominion Act, 
these are at present most unsatisfactory. They provide for most extensive in
formation, it is true, but unfortunately, from the investor's viewpoint at least, 
a prospectus has to be delivered to the purchaser only in respect of securities 
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offered by the company, or on its behalf. It is well-known that a company 
customarily sells its shares, not to the public either direct or through agencies, 
but outright to an investment house. The investment dealer, in retailing the 
securities to the public, is not acting on behalf of the company, but is selling 
its own property and is not, therefore, subject to the new prospectus clauses. 
This, to a great extent, nullifies their value and should be altered. 

There is a body of legal opinion which holds the view that the federal legis
lature has not, through the Companies Act, the constitutional power to impose 
prospectus obligations or Habilities on persons outside the company, as this would 
violate the property and civil rights clauses of the British North America Act. 
There is another view, however, that the federal legislature can impose all the 
obligations it likes on its own creature-the company with a Dominion incorpora
tion. 

We see no reason why a Dominion company and its directors should not 
have imposed upon them by law the same obligations and responsibilities in 
respect of an advertisement or other offer of shares for public subscription, by 
underwriters or investment dealers who have purchased the shares for resale, as if 
the underwriters or investment dealers were technically the company's agents 
and offering the shares to the public on the company's behalf. This would 
place upon the company the responsibility for statements in advertisements of 
shares by such dealers. These advertisements should be subject to all the 
requirements now governing prospectuses. It would be unfair to saddle the 
company with responsibility for all representations made by holders of shares 
upon sale of those shares, but the company and its directors should be responsible 
for representations made on any offering for general public subscription, whether 
made on behalf of the company or not. 

Even if this ohange cannot be made through the Companies Act, the end 
desired might be achieved by making it a criminal offence for anyone to offer 
for public subscription securities of a company with federal incorporation, 
if those securities have not been subjected to the prospectus obligations of the 
Dominion Companies Act. 

Furthermore, we believe that every prospectus should state in clear detail 
all commissions. fees and other remuneration received by the promoters, under
writers, or middlemen. The net consideration received or to be received by the 
company should be clear to the investor. 

The Companies Act, prior to 1934, stipulated that whenever shares were 
allocated otherwise than through an offer to the public, a statement in lieu 
of prospectus and containing much the same information, had to be filed with 
the Secretary of State, by the company. This at least provided anyone who 
was offered shares by an investment dealer a means of obtaining statutory 
information. The present Act does not require any statement in lieu of pros
pectus, which obviously is within the legal powers of the federal Government 
to demand. We recommend that companies be required to file such prospectus 
information! and to publish it in a daily newspaper enjoying wide circulation 
in the loca ity where the head office of the company is located and in the 
Canada Gazette. 

We recommend also that steps should be taken to simplify the capital 
structure of corporations, by fimiting the classes of shares that may be hence
forth offered to the public, to common and preferred-without any of the 
numerous subdivisions that now so often confuse and mislead the investor, and 
facilitate the concentration of control in the hands of entrepreneurial groups. 
Allied to this provision would be a stipulation that every share offered, both 
common and preferred, should bear equal voting rights. Management shares 
should be prohibited. 
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We further recommend that when the management of a company have 
become aware of the serious impairment of the capital of that company, they 
should be required forthwith to inform the directors of that fact, who shaH be 
under obligation, immediately to call a meeting of shareholders and put the 
above situation before them. 

2. THE POSmoN OF DIRECTORS. 

In discussing the responsibility of directors generally, we should refer to 
the practice of naming "provisional" directors who are often no more than 
clerks in solicitors' offices. While this practice undoubtedly facilitates the 
prompt organization of a company, these directors are at times called upon to 
transact important business before resigning in favour of the permanent board 
of directors. We feel, therefore, that the first permanent directors should be 
held responsible for all business transacted by the provisional directors. 

We desire also to refer to a practice which was brought to our attention 
in evidence submitted, namely the growing practice of multiple and interlock
ing directorates. This we feel to be an unhealthy and possibly dangerous 
development. We feel strongly that corporate growth in this country would 
proceed along sounder lines than it has in the past, if all directors were actively 
engaged in directing the concerns of whwh they are directors. 

Evidence has been given that, in some cases, directors through large hold
ings of their company's securities, have been in a position where their personal 
interests have conflicted with those of the company. Later in this chapter, we 
recommend that directors should eventually be placed in a trustee capacity 
with regard to all security holders. This, in part at least, might be brought 
about by prohibiting directors from speculating in the shares of their com
panies. To ensure such prohibition being effective, they should be required 
to disclose annually to their shareholders the extent to which they have directly 
or indirectly purchased or sold their company's shares during the year. 

3. THE PREVENTION OF STOCK-WATERING-THE SECURITIES BOARD. 

We now come to a most important point, namely, provisions to discourage 
stock-watering which is, at times, almost as destructive as currency deba.e
ment. Where the capital structure is illusory it falsifies all statistics and 
calculations based upon it. To strike at this practice we make two recom
mendations: first, that it should be made illegal for directors, promoters, etc., 
to issue fully paid-up shares unless the company receives for these shares, 
adequate consideration in cash, property, or services. The duty of investigat
ing and determining the adequacy of such consideration, where such adequacy 
is involved in any litigation, should be placed squarely on the Courts. 

Although the present legal situation is not perfectly clear it would appear 
that in practice, Canadian Courts show a reluctance, which amounts to virtual 
refusal, to inquire into the adequacy of consideration if it is in some form 
other than cash. If, in some way, the duty of such inquiry could be definitely 
placed on the Courts, a most valuable step forward would have been taken. 

We do not think that this would be placing any burden on the Courts 
which they could not adequately discharge. It is a customary practice for 
Courts to-day to place a value on an arm, an eye, or a reputation. There is 
no reason why they should be unable to place a value on a body of assets 
given as consideration for an issue of stock. If the decision of the Courts 
should be that adequate consideration was not given, then liability for the 
balance of the consideration unpaid should attach to the directors concerned. 
if it could be shown, (a) that such directors had knowledge of the inadequacy 
of the consideration, or (b) failed to take reasonable steps to ascertain the 
adequacy of the consideration. This would not merely discourage stock-water
ing but might also check that growth of interlocking and multiple directorates 
to which we have referred. 
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The machinery outlined above, however, can only come into action after 
the securities have been issued. It should, therefore be supplemented by and 
combined with some machinery whioh would review the situation before the 
securities were issued. ·This leads logically to the formation of an Investment 
or Securities Board, functioning as a section of the Federal Trade and Indus
try Commission, recommended later in this report. It should co-operate closely 
with that department of the Government responsible for incorporations but 
should not, we feel, be an administrative division of such department. The 
functions of such a board should be to review the proposed capital struc
ture of all companies incorporated under the Dominion Act and desiring to 
issue bonds or stock to the public. In other words, the Board would pass on 
all issues of bonds or stock after thorough investigation. In performing this 
duty, the Board would necessarily give careful consideration to the proper 
relation that bonds or stock to be issued, bear to the company's assets. In the 
IlBse of an industrial company, for instance, the Board would have to decide 
up to what percentage of the fixed assets a bond mortgage should be issued 
and in the case of shares, what return could reasonably be expected. It 
might insist that a bond issue should not exceed the percentage of fixed 
assets which is normaHy considered sound practice for the mortgaging of real 
estate. This would eliminate the issuing of bonds by holding companies 
secured by assets consisting largely or wholly of shares in another company; 
thereby placing the bondholder in a junior instead of a senior position so far 
as the fixed assets of the other company is concerned. It should insist also 
that, before the proposal for an issue is submitted to it, the sanction of the 
shareholders in special meeting be obtained and that the approval of bonds 
should be given only for the amount actually required at the time of issue. 

Moreover, creditorship securities are now occasionally issued with such 
designations that they convey the impression that they constitute a lien or 
charge on property when in fact they are merely unsecured obligations ranking 
with other sim.ilar unsecured debts of the company. The proposed Board should 
prohibit this practice. At the very least, any company issuing a security which 
bears the name of a debenture and which does not constitute a lien or charge 
on property, should be required by law to state that fact prominently in red 
ink, or, in some similar manner, on the face of the document. 

The Board should have the power to send in its own auditors for necessary 
investigationsl or to summon appraisal companies, companies' auditors, etc., and 
secure from tnem all the details of present transactions and past finanoial his
tory of any company whose proposed issue of bonds or shares is being investi
gated. The Board should scrutinize as well the advertising and publicity 
material to be given to the public at the time of offering for sale to ensure that 
the true character of the transaction is disclosed. It should have no power 
formally to approve of any issue; merely to reject those it did not approve. 
There should be strict provision to the effect that no company or investment 
house whose proposed issue of shares had not been rejected, should be permitted 
to make any reference to that fact in its advertising literature, or even to the 
fact that the Board had reviewed the terms of its offer to the public. 

It is not suggested that such a board should have any authority over the 
affairs of private companies. On the other hand, a private company going to 
the public for the first time, even for a loan on mortgage bonds, should be sub
ject to investigation as far back 8S the Board deemed it necessary, with a view 
to· deciding whether the company would have the right to obtain funds from 
the public at large. 

We reel that a board functioning as indicated above would go a long way 
to prevent the gross over-capitalization which has gone on. 

The Board would also exercise a very necessary and desirable restraint over 
the activities of appraisal companies. Evidence before us has established 
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beyond doubt the frequent unreliability of certificates of appraisal companies 
and the doubtful way they are sometimes used for stock selling purposes, We 
therefore recommend legislation making appraisal companies liable in damages 
to anyone suffering loss through the purchase of stock, to which purchase any 
such appraisal has contributed, if it can be shown that such appraisal was untrue 
in any material part, and that it was issued or published by the appraisal com
pany (a) without honest belief in its accuracy or (b) without such company 
having first taken all reasonable means to verify the accuracy of the facts or 
opinions contained in the appraisal. 

We realize, of course, that it may be stated that if the Government gives 
any Securhies Board, as outlined above, the right to review all issues of secur
ities, this will involve accepting the responsibility for the fortunes of all issues 
which it has not prohibited, and that the public will throw the blame on the 
government for any losses which they might incur through investments in such 
companies. This argument is met, in part at least, by our suggestion that 
adequate steps be taken to ensure that the Board's preview of an issue muet not 
be used in the advertising material of the investment house or the company. It 
should also be pointed out that the Government at present exercises strict powers 
of supervision and control over banks and insurance companies, without admit
ting that such supervision makes it responsible for the fate of investments in 
such banks or insurance companies. In any caSe, we feel that the advantages 
of having the capital set-up of companies reviewed before securities are issued 
far more than neutralizes the risks, if any, which migbt be involved, 

There is one other question which we should like to raise, namely, whether 
mining companies should not be exempted from these specific recommendations 
mentioned above which would require the courts to inquire into adequacy of 
consideration and make the directors liable for any inadequacy found. Mining 
promotions are by their very nature speculative and the element of chance can
not be eliminated from them, While we feel strongly that they should be put 
on exactly the same basis as all companies with respect to information, pub
licity, etc., we are of the opinion that in respect to the recommendations referred 
to above, they might well be given exceptional treatment. 

4. CONCLUSION. 

In conclusion, we think it of primary importance that the legal fiction that 
ownership means control, should be replaced by an acceptance of the fact that 
shareholders are often in effect a powerless group and properly the subjects of 
a trustee relationship. 

It is clear that the very size of many companies precludes a shareholder 
from being active and that, with the diffusion of equity securities, it is probably 
not to the shareholders' interest to be active. This, combined with geography 
and the proxy system, makes it inevitable that owners of companies will be able 
to a lesser and lesser extent, to take any of the responsibilities of such owner
ship. The entrepreneurial group more and more will secure control. One notable 
evidence of tbis development is to be found in the absence of opportunity 
for shareholders effectively to question and examine the management of their 
companies at the annual meetings; meetings which, as is well known, are more 
often concerned with securing the speedy performance of the statutory require
ments, including the formal sanction of the company's annual statement, than 
with a serious examination by the shareholders into the company's activities 
and present position. The auditor of the company, who in theory represents 
the shareholders, need not be present and, indeed, is seldom available for ques
tioning. The whole procedure is in fact of little value as a protection for the 
shareholders' interest. 

For reasons such as above, we feel that the whole trend of law should be 
towards putting the managers and directors in a trustee capacity, with respect 
to all security holders. 



CHAPTER IV 

INDUSTRY 

1. INTRODUCTION 

In this chapter we summarize the results of our general investigation into 
certain specific industries. We were not called upon to survey the whole of 
Canadian industry, but we feel that we have covered a representative cross
section, ranging from industries such as tobacco manufacturing, meat packing, 
farm implements, and canning, in which concentration has developed far, 
through others such as textiles and milling, in whlch large and small concerns 
exist side by side, to those such as baking, which still remain predominantly 
small-scale in character. Our sample goes from almost complete monopoly 
at one extreme to disorganized cut-throat competition at the other. 

Most of the problems of modern business are the joint product of three 
of its associated but distinguishable characteristics; the growth of the corporate 
form of organization, the development of large-scale production, and a wide
spread but not universal tendency toward, at least, quasi-monopolistic con-
centration. . 

The first of these characteristics, the corporate structure, has been exam
ined in the preceding chapter. Its development, in general, has profound impli
cations for economic theory and policy but, in detail, it raises chiefly problems 
that are narrowly financial. Before turning to the specific industries investi
gated, therefore, it might be useful to examine briefly the development of large
scale production and concentration, from the point of view of industrial, rather 
than financial organization. These developments carry very direct conse
quences for the wage-earner, the primary producer, the consumer, and the 
state itself, and we devote later chapters to each of these special points of 
view. Here, however, we discuss industrial concentration in its more general 
aspects. 

1. LARGE-SCALE PRODUCTION. 

Since the early nineteenth century, the scale oi industrial operation has 
increased. Small or medium sized plants have gradually been superseded by 
very large plants. This development, however, has not proceeded evenly. In 
some countries, such as France, large-scale production has developed less than 
in others such as England; in some industries, such as baking, less than in 
others such as cigarette production. 

The movement results from certain technical, managerial and marketing 
economies that can be achieved by enlarging the scale of production. More 
adequate utilization of by-products, more complete specialization of labour and 
machinery, increased opportunities for research are typical technical economies. 
Managerial economies arise when further specialization of such functions 
increases expertness and when the costs of certain other functions, such as 
advertising, increase less rapidly than the output of goods. Marketing econ
omies result from the purchase of raw materials, the sale of the finished 
product, and the transportation of both, in large quantities. 

These economiesl as the soale of production increases, may however be 
offset by certain limitations. As a plant grows in sire, co-ordination of the 
minutely subdivided operations becomes more difficult. The relative scarcity 
of managerial ability limits continued growth. The characteristics of certain 
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,Jroducts (e.g., non-standardization, perishability), of certain processes (e.g., 
necessary handwork), and of certain markets (e.g., style changes) similarly 
limit the size of efficient operation in particular industries. Even where the 
most efficient size of operation in anyone industry may be very large, small 
plants may continue to survive if the proprietor's interest, energy and power 
of quick decision offset" as they often may, the superior technical efficiency of 
specialists in a large urm. In only a few industries, therefore, have large
scale plants entirely displaced the small. In some industries, small-scale pro
duction still survives as typical. 

Nevertheless, there is a general tendency toward larger production units. 
In the United States, manufacturing establishments with an output of $1,000,000 
or more in 1904 represented only ·9 per cent of the number of plants but 
produced 38 per cent of the output. By 1919, they had increased to 4·85 per 
cent of the plants and produced 68'18 per cent of the output, and in 1929 
to 5·57 per cent and 69·22 per cent respectively. In 1904, they employed 
25'6 per cent of the wage-earners; in 1919, 57·47 per cent; and in 1929, 
58·24 per cent. 

In Canada, comparable figures are not available for earlier years, but the 
trend is much more evident for the last decade than in the United Statcs where 
in fact the development has slowed down somewhat. In 1922, plants in Canada 
with an output of over $1,000,000 were 1·9 per cent of the total number, but 
produced 52 per cent of the total output; in 1929, they were 3·2 per cent of 
the number but produced 62 per cent of output. In 1923, plants' with over 500 
employees represented only less than one-half of 1 per cent of all plants, 
but employed 21 per cent of all employees. In 1929, they constituted almost 
three-quarters of 1 per cent of all plants, but employed 27 per cent of all 
employees. 

2. COMBINATION. 

Large-scale production rerers to the size of the producing unit. Combina
tion refers to the scale of management. Whether the actual plants be large or 
small, their combination under one management may achieve two distinct types 
of advantages. The first type consists of managerial and marketing economies 
of large-scale production. In a chain store,' the unit of physical operation 
remains small but the large-scale management can effect economies in adver
tising, purchasing, etc. The second type consists of the elimination of certain 
wastes of competition. If many plants are united under one management, 
certain competitive costs of duplicate advertising and salesmen, cross freights, 
etc., may be avoided. 

Combinations are also motivated by the desire not only to realize such desir
able economies but also to achieve monopolistic power to limit production and 
thus obtain monopolistic profits. Experience, however, has taught many com
binations, obviously so motivated, not to exploit their monopolistic power com
pletely, to crush competitors or to extort maximnm profits. The fear of 
potential competition, of the competition of substitute products and of govern
ment regulation restrains in some measnre the nnmodified exercise of monopoly 
power. 

Combinations, if based on sound economic considerations, may tend to 
increase efficiency, bnt the benefits are often not distributed to the public in 
the form of lower prices or to the employees in the form of higher wages. In 
fact, increased profits, if realized, often are not passed on even to the aharehoMers. 
Not infrcquel)tly, these are diverted to promoters or a controlling managerial 
group. 

Monopolistic combinations, further, by the protection of relatively inefficient 
members from outside competition, by the suppression or delayed introduction 
of ncw inventions and similar policies, may often obstruct general industrial 
progress. 
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Some indication of the extent of the combination movement in Canada, was 
given in the previous chapter and discussed in its financial aspects. It is neces
sary to supplement this with a brief discussion of the extent to which it and 
other forces have led to the development of monopoly. 
3. MONOPOLY. 

The tendency toward monopoly which has marked the development of 
every industrial country in the world in recent years is evidenced in the record 
of consolidations in Canadian industry, as outlined in the preceding chapter. 
In few industries in Canada, outside of certain public utilities, has this develop
ment reached the stage of ahsolute monopoly, that is, complete control by 
anyone company of the production or distribution of certain commodities 
and services. The more important are explosives, nickel and certain heavy 
chemical lines. 

Monopoly, however, considered as any form of industrial organization 
with sufficient control over the supply of a commodity to enabre the organiza
tion to modify the price to its own advantage, has made greater headway. 
We have not attempted to measure the extent of the existence in Canada of 
this type of monopoly. Possibly it would not be fair to do so from the indus
tries we have investigated because in many cases they are those concerning 
which there have been most frequent complaints of monopolistic, or trade 
abuses. The forty leading industries, as determined by the Bureau of Sta
tistics include, it is true, a number characterized by large units of control or 
operation. Very few of these, however, may be considered to be dominated by a 
single monopolistic concern in a considerable area; others are free from such 
domination, or are characterized by many small firms as well as various larger 
units. 

In industries where there is monopolistic domination, a large measure of con
trol may rest with a single concern, in spite of the fact that it is not alone in the 
field. Examples are the cement, tobacco, meat packing, petroleum products, and 
fruit and vegetable canning industries. In others, two or three concerns may dom
inate the market. In the latter case, agreements among a few producers may 
cause the public to suffer many of the disadvantages of monopoly with few of 
the potential economic advantages of centralized control or operation. At 
times, as in the electrical manufacturing and tin plate industries, these agree
ments are international in character, operating through control and exchange 
of patents and through agreements regarding markets. Under such international 
cartels any control which the State might wish to exercise through reduction or 
removal of customs duty would be of little or no effect; foreign goods could be 
prevented from entering the market to any extent, duty or no duty. 

Another type of monopolistic control, usually comprising a larger number 
of producers or traders and representing all or nearly all the members of an 
industry, is exemplified by the combination of the eight manufacturers of rubber 
footwear in Canada. This method of control is not that of monopoly, as the sep
arate firms operating under a common agreed policy may readily return or be 
required to return to independent operation. The methods of such combinations 
vary: control of price is usually secured by a simple price-fixing agreement, 
enforced by trade association supervision and a schedule of penalties for infringe
ment. In some industries this is the only method used. In others the price 
agreement may be supplemented by a production or sales quota arrangement, by 
provisions for allocating customers and sales territories, or by eliminating com
peting plants by joint purchase or by a pri~e war. When such a combination 
is further protected by the customs tariff, its control is exceptionally complete. 
In one case investigated under the Combines Investigation Act, the fruit basket 
industry, practically all of these elements were present. The price agreement 
was supported ill another instance, in the plumbing contracting industry, by 
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undertakings secured from labour unions and from manufacturers and wholesale 
houses that they would withhold labour and material from non-members of the 
contractors' organization, the Amalgamated Builders Council. The method of 
including all competing firms in a merger or consolidation is less frequently 
resorted to for the purpose of controlling price. The establishment of a joint 
selling agency, such as has been attempted in the canning industry, can be of great 
benefit to its principals through economies in marketing costs, but if its con
trol of supply is extensive it contains grave possibilities of detriment to primary 
producers and consumers. Where control of supply is at all complete and sub
stitute products are few or unsatisfactory, price agreements may not be neces
sary to effect price enhancement: the result may be secured by restriction of out
put or by quota provisions, or by a lowering of the quality of the article. 

Potential competition and the competition of substitute commodities are 
not always. effective in protecting the public against monopoly or monopolistic 
combination. Inter-industrial agreements can nullify the effect of the latter, 
and newcomers to an industry can be quickly assimilated, the ultimate effect 
being the development of excess capacity and consequent increase of produc
tion costs. 

Federal control of monopolies and monopolistic combinations in Canada 
is provided for by the Combines Investigation Act of 1923 and Section 498 of 
the Criminal Code. The latter condemns the undue lessening of competition, 
and action under it has been taken against monopolistic associations rather than 
against monopolies. The Combines Investigation Act CRn be used against 
single company monopolies as well as against combinations if they have operated 
or are likely to operate against the public interest. It authorizes investigation, 
publicity and, if necessary, punishment. The penalties include fine or imprison
ment, reduction or removal of duties and revocation of patents. The effect of 
the statute in restraining detrimental monopolies and combines cannot, how
ever, be measured by the number of investigations, published reports or prose
cutions. 

Most of the investigations under the Combines Investigation Act are made 
as the result of complaints from the public-usually from primary producers, 
competitors,--or consumers. Complaints against single firm monopolies have 
been few. l'ublic concern has been voiced chiefly against agreements of com
petitors to fix and enhance prices, and investigations made under the Act have 
related more frequently to this type of combination than to monopoly. Some 
of the methods of joint control of price which have been reported against and 
which the courts have subsequently condemned have been indicated above. The 
only finding which was reversed by the courts related to a monopoly, the 
Famous Players Corporation, in the motion picture industry. Findings support
ing the charge of monopolistic practices or agreements were reported also in 
other cases, including Western fruit, radio tubes, and British anthracite coal, 
though, in the latter, agreements to lessen the competition of other products 
figured largely in the result. No special measures however have been taken 
under the yombines Investigation Act for the supervision and control of cor
porations which have become effective monopolies. While removal of monopoly 
powers may be the appropriate remedy in most cases there may be instances 
where regulative measures would be a desirable addition to the present method 
of investigation, publicity and penalty. We will return to this matter in more 
detail in Chapter IX. 

With this general introduction, we now review in very brief form the 
industries which we investigated, omitting those phases of the subject wliich 
deal with the primary producer and the wage earner, as they are considered 
.pecifically in Chapters V and VI. 

The treatment we give the various industries is not identical because 
the nature of the investigations varied in almost every case. Certain of them 
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were conducted by auditors and are based on careful and detailed examination 
of the company's records. Others were conducted by auditors through ques
tionnaires, and analysis of the returns. Still others are merely the result of 
oral evidence received by us from witnesses, supplemented by statistical and 
other written material as requested. It will be obvious therefore that there 
can be no uniform treatment when the nature and procedure of investigation 
vari~d so greatly. 

Our survey will be in the following order: Tobacco manufacturing; meat 
packing; agricultural implements; canning; rubber footwear and tires; fertilizer; 
textiles; milling and baking; furniture. 

2. THE TOBACCO INDUSTRY 

1. GENERAL CONDmoNs IN THE INDUSTRY. 

The tobacco industry provides a good example of an industry which is 
dominated by a single unit, in this case the Imperial Tobacco Company of 
Canada, Limited, which accounts for at least 70 per cent of the production. 
The competition within the industry is, therefore, obviously monopolistic in 
type, a fact which has had interesting results for the producer, the employce, 
the competitor, the consumer and the company itself. The producer and 
labour aspect of the question we leave for a subsequent chapter, but the 
remaining questions we will discuss briefly here. In such discussion, special 
attention will have to be given the profits, policies and general position of 
this dominating unit. 

Since the end of the Great War, the tobacco industry in Canada has 
rapidly increased in importance, with leaf production rising from 13 million 
pounds in 1921 to 45 million in 1933. During the same period, exports of 
leaf tobacco rose from 200 thousimd pounds to nearly 14 million. In 1933, 
there were 127 firms engaged in the tobacco manufacturing industry wit.h a 
capital invested in fixed and current assets of $50,000,000. In that year, 
production of cigarettes amounted to over 4,000 million, cigars to 112 million, 
and' other forms of tobacco to 24 million pounds. The total factory value of 
these amounted to over $64,000,000, of which $27,000,000 represented excise 
duties paid on these products. Thus the importance of the industry is 
manifest. 

During the past few years there bas been a considerable change in the 
consumption of the various tobacco products in Canada. Cigarettes decreased 
until 1932 when the lowering of the excise duties caused an increase. Cut 
tobacco decreased 5 million pounds in 1929 and has remained constant at 
the lower level since then. Cigars dropped considerably in 1933. On the 
whole it is reasonable to assume that there has been little, if any, decline in 
the per capita consumption of tobacco in all its forms. 

The principal outlet for Canadian grown tobacco is in the domestic 
market, which consumes about 34 million pounds of leaf annually, or 65 
per cent of total consumption. ' In this market, the producer enjoys the 
protection offered by an excise duty of 40 cents per pound on unstemmed and 
of 60 cents per pound on stemmed tobacco of external origin. As a result of 
this protection and the growth of Canadian production, the use of imported 
leaf tobacco has steadily declined in recent years. 

In consequence of high customs dutics on manufactured tobaccos the 
Canadian manufacturer has very little competition from the imported product, 
most of which comes from the United Statcs and the United Kingdom. Imports, 
never lnrge, have shown a marked tendency to drop still further in reccnt 
years. Between 1928 and 1933, importat.ions of cut tobacco fell from 326912 
to 122,408 pounds. of cigars from 22,321 to 5,188 pounds, and of cigarettes 
{rnm fl2fiOO in 1929 to 8.575 pounds in 1933. 
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Imports of unmanufactured tobacco have dropped from nearly 18 million 
pounds in 1928 to a little over 8·5 millions in 1934, with an even heavier 
drop in imports of manufactured tobacco products. At present, the bulk of 
the imports consist of bright flue-cured tobacco from the United States. 
Between 1922 and 1930, from 40 to 50 per cent of the raw leaf used was 
imported, but in 1933, this figure had fallen to 32 per cent. Stocks of foreign 
leaf held in bond in Canada in June, 1934, amounted to less than 5 million 
pounds, as compared to over 11'5 million pounds in June, 1929. This drop 
in imports has naturally been accompanied by an increased use of domestic 
tobacco. Evidence was given to the effect that this development is continuing 
and that eventually it was hoped to attain an even higher proportion of the 
domestic leaf in tohacco manufactured in this country. 

The export market is becoming increasingly important in the Canadian 
tobacco situation, with the United Kingdom the chief, indeed almost the sole, 
export outlet. In 1932, more than 25 per cent of the Ontario flue-cured crop 
was shipped to that market. This development which, evidence indicates, 
should increase in importance is due in large part to a preference received 
in Empire markets. This preference was first instituted in 1919, suhsequently 
increased in 1925, and finally fixed at 2 s 01 d. per pound for a period of ten 
years in 1932. Under the preference, Empire tohaccos cleared from bond 
for home consumption in the United Kingdom, have risen from 28'5 million 
pounds in 1929 to 40·8 million in 1933. Canadian figures increased from 4·2 
million pounds in 1929 to 8·9 millions in 1933. 

Despite continued growth, however, certain conditions have developed in 
the industry which indicate anything but a healthy state. The position of the 
grower has been far from satisfactory, with prices for the raw leaf subject 
to fluctuations in a market in which, up till 1934, the trend had been generally 
downward. On the other hand, one highly organized company has been in 
the position to manipulate raw material costs and to sell its product in a 
sheltered market at prices showing but little variation from year to year. 
With this increasing domination, the smaller companies, particularly during 
recent years, have experienced great difficulty in securing and holding an outlet 
for their goods and in maintaining financial solvency. 

In short, there is a decided lack of balance in the industry. While 
industrial profits as a whole have been consistently high, conditions have been 
such that they have been acquired almost entirely by one or two large manu
facturers. In contrast, the growers, dealers, a maiority of the manufacturers, 
the wholesaler and the retailer have been faced with meagre profits or in some 
cases, absolute losses. 

Before considering the operations of the Imperial Tobacco Company, 
some mention should be made of the second largest concern, the W. C. 
Macdonald Inc. This company, with a capital of $2,500,000, was incorporated 
in 1930 to take over the business of a former company of the same name. 
At the time of reorganization, the old company had undivided profits amounting 
to approximately $4,000,000, of which $2,500,000 was earmarked for withdrawal 
by the President and subsequently was drawn by him at the rate of $5,000 
per week. At the end of 1933 the undivided profits of the new company 
amounted to nearly $600,000 and the capital account stood at $750,000. 

2. THE IMPERIAL TOBACCO COMPANY. 

a. Capital Structure. 
The Imperial Tobacco Company with its various suhsidiaries is by far 

the largest factor in the Canadian tobacco industry, and hy virtue of its size 
alone, dominates all branches of the tra,ir. The capital of the present company 
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stands at $55,285,160, a controlling interest in which is held by the British
American Tobacco Company Limited, an English corporation with large hold
ings in the United. States and elsewhere. 

The company had its beginning in 1895 when the Amcrican Tobacco 
Company, Limited, was incorporated with an authorized capital of $1,000,000. 
In 1908, it was succeeded by Imperial Tobacco Company Limited, having an 
authorized capital of $11,000,000. Four years later, the present Imperial 
Tobacco Company of Canada, Limited, was formed with an authorized capital 
of nearly $64,000,000. Upon the formation of this company, the preference 
shares of the 1908 company were exchanged for an equal number of preference 
shares in the new company while ordinary shares were exchanged on the basis 
of five of the new for each one of the old. Following these exchanges the par 
value of the capital of the new company totalled $31,002,500. 

The total issued capital of this company now stands at $55,285,160, of 
which preference shares represent $8,030,000, and common shares the balance, 
or $47,255,160. The consideration received for this capital includes $14,162,727 
in cash, profits of $7,585,160 which were capitalized in 1928 through the 
distrihution of a 20 per cent common stock dividend, and, for the balance, 
various assets including shares in other companies, trade marks, goodwill, etc. 

b. Profits. 
The profits of the company and its subsidiaries have been large, as have 

the dividend distributions to shareholders. During the five years 1929 to 1933 
cash bonuses to officials amounted to $1,861,923 and dividends paid totalled 
$26,874,300. The undivided profits, represented by the surplus account, stand 
at present at $11,886,573, made up as follows:-

ImpeTial Tobacco Company of Canada. Ltd....................... ~,138,48ft1 
Tuckett Tobacco Oompauy.. . . . . . . . . • . . . . . . . . . . . . . . . . • . . . . . . . . • 2,065,574 
National Tobacco Company, Ltd................................. 879.695 
B. Houde (Jompany. limited................................... 335,383 
United Cjg~r Stores, Ltd....................................... 325,377 
Liggett" Myers Toba.ooo of Canada............................ 142,054 

During the last five years the company's net profits totalled $36,225.253 
after taking care of every form of taxation, making liberal depreciation 
allowances and providing for generous reserves as outlined below; 

(1) $3,461,203-Depreciation Reserve against cost of real estate, buildings, 
plant machinery, furniture and fittings, valued at the cost of $4.282,000. 

(2) $803,000 in General Reserve. 
(3) $595,418 deducted from investments in various subsidiary companies. 

In addition, in the Imperial Sales Company, there is a reserve of $229,500, 
set up against real estate, buildings, plant machinery, automobiles, furniture 
and fittings valued at the cost of $815,074. Further, in the Imperial Leaf 
Company, a reserve of $263,914 has been set up against real estate, ete., 
valued at $988,000. The reserves in these subsidiaries have been accumulated 
in two years and similar reserves have been set up in the other subsidiary 
companies. All told, reserves in the parent and subsidiary companies come 
to over $5,353,000. The exorbitant profits that this company has been able 
to make, even in a period· of general economic distress, are proof that a 
dominating position can be used to avoid the necessity of sharing in that 
distress. 

c. Policy of the Company. 
Size alone is not the only indication of the dominating position of the 

Imperial Tobacco Company in this industry; the policy of the company 
towards the producer, the competitor, and the retailer provides even better 

(1) Inc\udiOll Imperial Sal .. CompaDlV and Imperial Leaf Compnn;y. 
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evidence. The methods adopted to maintain this position are twofold; first, 
maintenance of volume by utilizing its superior strength in the competitive 
struggle; secondly, by maintaining prices on this volume through a system of 
resale prices for its products. We shall deal with this latter method first. 

The Imperial Tobacco Company in attempting to put into effect a system 
of resale price maintenance is adopting a policy which in principle meets 
with the general approval of the trade, and in the operation of which they 
have' received co-operation from other manufacturers, jobbers and retailers. 
Their method of enforcement is simple. The Imperial Tobacco Company 
merely removes from its lists dealers and jobbers who cut prices, either of 
their own or competitors' products, with the jobbers' associations assisting 
by bringing the names of offenders to the notice of the company. " Cutting 
off the list .. in this case is no mere gesture. When a company which produces 
nearly three-quarters of the supply refuses to sell a wholesaler or retailer, the 
effect on that dealer is too obvious to need comment. 

A variation of this policy, adopted last summer by the Imperial Tobacco 
Company, provides even better evidence of the monopolistic position of this 
company in the industry. The company at that time asked its dealers to 
enter into a price-maintenance agreement through acceptance of a written 
contract. This contract was of such a one-sided nature as to warrant some 
surprise, in view of all the circumstances, at the company's efforts to put it 
into effect. In signing it, and it must be remembered refusal meant being 
"cut off" the Imperial list, the dealer undertook to maintain prices not only 
for Imperial products but for those of other manufacturers as well. The one
sided nature of its obligations, which are practically all on the side of the 
dealer, and its extension to the products of all manufacturers, provides a 
drastic demonstration of the domination of this particular company over the 
whole industry. 

The other aspect of Imperial Tobacco Company policy, namely the' 
maintenance of its sales volume, also involves practices which have caused 
considerable controversy and on which we received much evidence. There are 
various methods by which this firm can exercise control over the distribution 
of its products. Twenty-five per cent of its business is done directly with the 
retail trade, with these direct buyers securing a 10 per cent price advantage 
over those who buy indirectly through jobbers. Evidence was given to the 
effect that the qualifications for entrance to the direct list were merchandising 
ability, size of community served, class of establishment maintained, advertising 
possibilities, and financial responsibility. Representatives of the company 
denied that one condition for getting on the direct list was to give Imperial 
products prominence in display over the goods of other manufacturers. The 
fact remains, however, that when a company, in such a dominating position 
as this one is, adopts such a policy of preferential selling, it constitutes a 
weapon which can easily be used to the detriment and damage of smaller 
competitors as well as independent retailers. That it was used as such was 
alleged by witnesses appearing before us, and denied by the company. 

We also received many complaints from the smaller manufacturers and 
dealers in regard to the practices of the promotional and sales force of the 
Imperial Tobacco Company. It was claimed that retailers were intimidated 
with a view to blocking the sales of competitive products. Advertising material 
of the smaller manufacturers was spoiled, obscured or destroyed. One small 
cigar manufacturer reported an attempt to force purchase of his business with 
the alternative of opening a competing factory in his district. Jobbers were 
said to have been compelled to push the distribution of Imperial Tobacco 
Company products and hinder those of tre independent manufacturers. Sales 
to dealers of certain popular brands of the Imperial Tobacco Company were 
allegedly conditioned on the accompanying purchase of less popular merchandise. 
The general contention, in fact, was that the Imperial Tobacco Company used 
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.oppressive tactics and unethical .methods to promote the sales of its products 
in every part of the country. Officials of this company claimed ignorance of 
these practices, and denied that the company engaged in them. They also cited 
isolated instances of unfair action by their competitors. 

While not accepting 88 valid all the allegations launched against this com
pany; we feel, nevertheless, that at. times, in its efforts to press the sale of its 
products, it has used its power in a way that is to be condemned and has indulged 
in unfair competitive practices. At the same time we cannot forbear to note a 
remark made in evidence by the President of one of its competitors, to the effect 
that human nature and business being what they are, it was difficult to avoid 
such practices, and that he might be guilty of them himself, if only his company 
were as strong as the Imperial Tobacco Company. 

There remains to be discussed whether the concentration of power in this 
industry in the hands of one company has benefited the consumer. We will 
examine later what it has done to the producer and the tobacco factory worker. 

Evidence on a point such as this cannot be conclusive, but we do know that 
the unprecedented levels to which raw tobacco has fallen in recent years has not 
resulted in any noticeable decrease of prices of the finished product by the manu
facturer, with the exception of cut tobacco, in which there has been some slight 
reduction. 

It is true that in 1932 there was a reduction in the price of cigarettes from 
25 to 20 cents per package of twenty. Four cents of this reduction, however, 
is accounted for by the lowering of the excise tax from $6.00 to $4.00 per 1,000 
cigarettes. The other one cent was absorbed almost entirely by the jobber, 
retailer, and the reduction on sales tax. The Imperial Tobacco Company's con
tribution to this consideration for the consumer amounted to one cent per 1,000 
cigarettes. It did not appreciably effect subsequent profits. 

We examine now a second industry, wherein one company exercises a 
dominating influence: meat packing. 

3. THE MEAT PACKING INDUSTRY 

1. G)l:N)l:RAL CONDITIONS IN TH)l: INDUSTRY. 

Our inquiry into slaughtering and meat packing companies was carried on 
through our investigators, who made a detailed examination of the records of 
the larger companies in the field. Considerable· evidence was also received as to 
the policies of the large packers in the purchase of livestock, but this phase of 
our inquiry is discussed fully in the chapter dealing with the primary producer. 
We consider, in this section, the industry generally, its history during the depres
sion, and the effect of its competitive practices and merchandising policies. 

Meat packing is one of the most important of Canadian industries. In 1932, 
the last year for which complete statistics are available, it ranked third in point 
of gross value of output and first in order of cost value of materials used. In 
1933, there were 135 establishments, representing a capital investment of over 
fifty-four million dollars, which employed more than nine thousand persons and 
paid over ten million dollars in ~alaries and wages. 

The industry is concentrated in the larger centres of population, with 
Toronto and Montreal together handling over half of the total product. Sub
stantial volume of output is also found in Winnipeg, St. Boniface, Edmonton and 
Vancouver. Among the Provinces, Ontario has the largest share of the volume, 
accounting in 1933 for 48 per cent of the capital, 40 per cent of the employment, 
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and 46 per cent of the total value of products sold. The Western Provinces 
contain important units and, in 1933, accounted for 34 per cent of the total value 
of products sold. 

The reports of the Dominion Bureau of Statistics show packing to be an 
industry principally of large-scale production. Out of the 135 establishments 
referred to, 24 plants, many under the same ownership, together accounted 
for 84·7 per cent of the value of total output. The remaining 15'3 per cent, 
wvided among 111 plants, is relatively unimportant. 

For many years, there has been in the packing industry a definite trend 
toward <lOIlcentratiGIh - 'I'-he-history -of the past twenty-five years is little more 
than a succession of mergers and consolidations, resulting in a steadily decreasing 
number of mewum-sized plants, and an increasing dominance by the consolidated 
units. The resulting situation is illustrated by the fact that, in i933, out of a 
total production for the industry of $92,000,000, the two largest companies 
together accounted" for nearly $79,000,000, or 85 per cent. Canada Packers 
Limited, the largest company in the field, is a consolidation of four large packing 
concerns which came together in 1927. Its sales in 1933 were over $54,000,000, 
or fi9 per cent of the total for the industry. The Swift Canadian Company, 
Limited, had, in the same year, sales of over $24,000,000, or 26 per cent of the 
total. 

It may be fairly stated, therefore, that these two compani~ dominate the 
industry. Their buying and marketing policies affect their smaller competitors 
and largely determine the operating methods of the industry. A proper apprecia
tion by the managements of these companies of their responsibilities to producers 
and consumers is manifestly of supreme importance. The disparity in bargaining 
power between the farmer and these large packers is obvious and is referred to 
in a later chapter; to a large extent, also, the consumer is at a bargaining dis
advantage and is in danger of exploitation as uncontrolled monopoly develops. 

As a result of the method of record keeping of the larger companies, a method 
peculiar to this industry and followed by large packers in the United States, 
our investigators were able to obtain only limited information as to the detailed 
operating results. Tbe Dominion Bureau's statistics of the industry as a whole, 
however, serve to illustrate the major trends and, in view of the fact that the 
two largest companies account for nearly 85 per cent of the total volume, these 
statistics should reflect with reasonable accuracy the operating ratios of such 
companies. 

2. THE INDUSTRY AND THE DEPRESSION. 

In common with all CaDadian industries, the general business depression 
has affected the packing business, but not in the same manner, nor to the same 
extent, as maoy others. From 1929 to 1932 the physical volume of production, 
measured by the number of pounds of meat produced declined 7 per cent, as 
compared with a reduction of 33.4 per cent in the volume of physical production 
of all manufacturing industries. In spite, however, of this relatively small 
reduction in volume, the value of the output of packing companies fell by 50.9 
per cent, compared with an average of 47.2 per cent for all industries. 

The selling value of the product consists of (1) the cost of materials, and 
(2) the value added by the packer. As over 90 per cent of the cost of materials 
represents payments for animals slaughtered, this index may be taken to reflect 
essentially the return to the primary producer. The value added by maoufacture, 
or by the packer, represents his labour costs, overhead expenses and profits. 
The following table shows the percentage decreases of the principal statistics, 
between 1929 and 1932, in the packing industry and in all Canadian industries: 
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DECREASES 1929-1932 

Value of Production ...................................................... . 
Volume of Production ........................ ............................ . 
Coat of Materials .. ...................................................... . 
Val •• addad by lIIAnul .. turo .••.•.•.•....••...•..•.•••.•••.•.••.•.....•... 

Meat Packing AU Ind •• triea 

Percent 

60·9 
7·0 

56·8 
24·6 

Per cent 

In 1929, sales of the packing industry in Canada totalled $186,000,000 and 
the cost of materials was $152,000,000. In 1932, with a d!lcrease in physical 
volume of only 7 per cent, sales had fallen to $91,000,000 and cost of materials 
to $66,000,000. Thus, while sales fell by 50.9 per cent and the return to the 
primary producer fell by 56.8 per cent, the return to the packing compallY 
declined only 24· 5 per cent. This indicates clearly that the live stock producers 
suffered much more severely than the packing companies. 

This situation is not paralleled, however, in the combined results of all 
industries, where the value of production has decreased 47.2 per cent and the 
return (costs and profits) to the manufacturer 41.4 per cent. The ratios of the 
decline in the value added by manufacture to the declines in the total value of 
production and in the cost of materials were, in all industries,respectively, 87.7 
per cent and 78.1 per cent; in the packing industry these ratios were 48.1 per 
cent and 43.1 per cent, respectively. 

From the foregoing, it seems clear that the packing industry has been better 
able to protect its margins than has the primary producer, or certain other 
industries. The corollary is found in the retention by the packer of an increasing 
proportion of the average sales dollar. In 1929, for every dollars worth of meat 
sold, 81.7 cents went to the suppliers of materials, and the value added by 
manufacture amounted to 18.3 cents; in 1933, however, although the consumer's 
dollar purchased approximately 80 per cent more meat than in 1929, out of each 
dollar the producer received only 76.3 cents (or 5.4 cents less than in 1929), 
and the packer 23.7 cents. 

The manner in which these results have been achieved has a direct relation 
to the monopolistic character of the structure of the industry. The dominant 
position of the two large companies, with extensive storage facilities and control 
of a great proportion of the slaughtering equipment in the country, has undoubt
edly secured for them some measure of control over both live stock prices and 
seIling prices for their product. While there is no direct evidence of a combina
tion between these companies, we are not persuaded that prices have been subject 
to the same fluctuations as might be expected in a more generally competitive 
field. 

The Swift Canadian Company suffered operating losses in two out of the 
last five years, but Canada Packers Limited, with approximately double the 
volume of the Swift Company, was able to extract a charge sufficient to cover 
all its costs and a profit in each year-and this in the face of a severe decline 
in prices and purchasing power generally. 

Further reference will he made to the profits of these companies, but we 
should here consider the view expressed by the President of Canada Packers 
Limited, of the relations of the industry to producers and consumers. This 
witness summed up his estimate of the situation as follows: 

"The total live stock is sold for the total sum, wbatever it is; from 
that sum is deducted the packer's expense and the packer's profit and the 
farmer gets the balance." 
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The witness further admitted that the packer's charges should be as low as 
possible and that his profit should be a reasonable one. The statement quoted, 
if it means what it appears to, implies the occupancy by the processor of a 
privileged position where, in return for t.he performance of a necessary function, 
a return on the capital employed should he assured. It suggests, in fact, and 
evidence supports the suggestion, that many of the vital. characteristics of 
monopoly are present. We cannot, therefore, escape the conclusion that the 
continued prosperity of Canada Packers, Limited, during the depression bears 
some relation to the enjoyment of relative freedom from competition. That the 
inadequacy of such competition has operated to the detriment of the primary 
producer seems evident. 

3. PROFITS OF THE INnUSTRY. 

The earnings of the five packing companies (Canada Packers, Swift Cana
dian Company, Burns & Co., Wilsil, Limited, and Gainers, Limited), reviewed 
in evidence represent for the years 1929 to 1933 an average return of but 3·3 
per cent per annum on the invested capital. In the years 1931 and 1932 the 
group showed a loss due to large operating deficits of the Swift Canadian 
Company, Limited, and Burns & Co., Ltd. The earnings of the group should, 
therefore, be considered in conjunction with the profits of its largest member, 
Canada Packers, Limited. The following table shows the percentages of earnings 
on invested capital for each of the five years: 

Year All five Canada 

Companies Packers 
Limited 

Percent Percent 

1929" •.... " ............ " ....... " ......... " .................. " .... " . 9·9 16·0 
1930 ....................................................................•. 3·4 1·5 
1931 ....... .............................................................. . 1·7- 3·9 
1932 .........•.................•.......•.................................. 1·2- 6·3 

6·2 12·3 

3·3 8·9 

1933"." . """" "." ,," """ ",," "" .. """. " .. ".,," " . "" .... 1----:--:-1----.:... 
Average ............................................. . 

• Loaa. 

The above earnings ratios are based on the profits shown hy the companies, 
adjusted in Canada Packers, Limited, for certain extraneous charges. The 
evidence, however, indicates that certain operating charges have been excessive 
and that the true profits of Canada Packers, Limited, are probably greater than 
disclosed by the records. 

Our investigators reported that for the five years ended 29th March, 1934, 
provision for depreciation and repairs by Canada Packers, Limited, amounted 
to over $6,100,000, or nearly 52 per cent of the average depreciable value of the 
fixed assets. On an average depreciable value of approximately $11,830,000 the 
annual charges were as follows: 

Repair 
Charges Depreciation Total 

, , , 
612,158 148.313 1,360,631 
466.483 166,960 1,232,433 
463,839 111,821 1,241,660 
360.166 748,997 1,009.162 
446.814 763.629 1,200,603 

2,338,519 3,795,110 6,134.289 

Year ended ?:1 March, 1930 ............................. ·.· 
26 .. 1931 ..... .......................... . 
n " ~2 ............................... . 
30 1933"." .. " ..................... .. 
29 (I 1934 . .............................. '1--:-=,-::-:-:-1 __ :-=:-:-:::::-1 __ ':"-":"'_ 

Total ......... , ............... . 
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The amount of these charges considered in relation to the depreciable value 
of $11,830,000 indicates the rapid rate at which the fixed assets are being 
written off. 

Profits have also been affected by writing off against operations over 
$500,000 of the book value of investments. The market value of investments at 
29th March, 1934, exceeded their net book value by over $100,000. Realized 
profits of $191,000 on investment transactions have not been shown as profits, 
but carried forward as a reserve. New inventory reserves of $180,000 have 
been created out of earnings during the period. These and other items not 
satisfactorily explained lead us to the conclusion that the profits of Canada 
Packers, Limited, have been substantially more than shown. While the Com
pany's conservatism may be sound business policy, we cannot overlook these 
facts in considering its relative position in the industry. 

4. COMPETrrIVE CONDITIONS IN THE INDUSTRY. 

The evideDce taken by us indicated that selling competition between the 
packing companies was keenest for the business of the small merchant and was 
at times of a predatory nature. A number of cases were found where on one 
day the same goods were offered by Canada Packers, Limited, to different 
merchants in the same town at different prices. 'The spreads between the high 
and low prices were in some cases as much as three cents a pound, and when 
related to the general profit margin of one-half cent, or less, per pound, are 
illustrative of extreme price discrimination, practiced apparently to obtain 
business from a smaller competitor. In dealing with the more important 
individual accounts, however, there was little evidence as to such competition 
between the large packers. For instance, on the formation of a voluntary chain 
by independent grocers and butchers in Nova Scotia, it was soon found that all 
the packers were quoting the same prices. 

There is considerable spread between prices charged by the large packers to 
large and small retailers. The advantage of the large buyer consists not only in 
special price and quantity discounts, but arises also through special allowances 
for advertising and demonstrating. Department and chain stores are the 
customers to whom such concessions are granted, and there is no doubt that the 
favourable terms extended the largest buyers are largely responsible for the 
fact that the small independent retail butcher is frequently under-sold. The 
worst feature of this price discrimination is the secret nature of the concessions 
given, which prevents the small butcher knowing how great an advantage his 
large-scale competitor has through purchasing at lower prices from the common 
supplier, the packer. 

In our chapter on distribution we refer in detail to discriminatory discounts, 
unearned advertising allowances and salesmen-demonstrators. These are all 
used as instruments of unfair competition and, as such, are to be condemned. 
Reference is also made in the chapter on distribution to loss leaders, which find 
a place in the retailing of meat products. Examples of specific loss leaders on 
meats, referred to in the evidence, were as follows: 

Article 

Shoulders of pork .... .................................................... . 

~~ ~~~io··ir~n"i.'.::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Lard ...•......................................................... 0 ••••••• 

Cost to 
Ind .... d .. t 

Butcher 

LoasLeader 
RetaU 
Price 

cents cents 

.11 

.24 

.12 

.12 

.08 

.17 

.10 

.10 
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Another question which has caused some controversy is the competitive 
justification of the packers venturing into fields foreign to the slaughtering and 
packing of meats. A brief description of the organization of Canada Packers, 
Limited, will illustrate its varied business activities. 

Canada Packers, Limited, is a holding company owning the following 
companies: Harris Abattoirs, Limited, Harris Abattoirs Western, Limited, 
Gunn's, Limited, Gunn, Langlois & Co., Ltd., Canadian Packing Company, 
Limited, -William Davies Company, Inc., William Davies Company, Limited, and 
Ontario Fertilizer Company, Limited. The operations of all these companies 
are, however, consolidated under one management, though varied in character. 
Six main plants are operated in the larger cities and wholesale selling branches 
are maintained at some twenty-nine points in Canada and Newfoundland. Seven 
creameries are operated at different points in Canada; cold storage plants are 
located at Toronto and Montreal, and a wool-pulling plant at Toronto. In the 
canning field the company has one subsidiary and two other plants in Ontario. 
}'ertilizer plants are operated at Toronto, Montreal and Saint John, N. B. 

In connection with the creameries, evidence was submitted that the competi
tion of this company was having a disastrous effect on the business of independent 
creameries. The company's creameries in 1933 were shown to have suffered 
a loss of $38,000, but the hope was expressed by the president that the creameries 
could be made profitable. It is evident that this company's presence in the 
creamery business, which is more or less accidental, has had a disturbing effect 
upon the regularly established creamery companies. The evidence indicates also 
that its creamery products were at times the subject of loss leader offerings by 
chain stores. 

As to canning, the evidence indicates that Canada Packers, Limited, 
entered this business to save freight on railroad shipments. Regular car-routes 
are operated for meat products and, by filling up these cars with canned goods, 
it was possible to effect a considerable saving in freight. The canning depart
ments, however, in 1933 operated at a loss of some $50,000, in spite of such 
savings. Quite apart from the methods employed in purchasing materials for 
canning, or in merchandising the product in competition with the standard 
canning companies, the effect of this Company's competition on the wholesale 
trade is undoubtedly disturbing. 

We question the justification for the participation of a meat packing 
company in the creamery and canning fields and recall that a similar excursion 
by United States packing houses into other food products fields was checked 
by legislation. In the case of Canada Packers, Limited, the operation of 
creamery and canning branches at a loss, necessitates a greater spread on its 
regular meat products business, in order to earn a satisfactory return on the 
capital invested. Having regard to the dominant position of this company 
in the Canadian market and the fact that it is able to exercise at least some 
influence on prices, it seems clear that, in the long run, the losses from unprofit
able sidelines are paid either by the producer, or the consumer, or both. 

One other reference was made in evidence to activities of this company 
detrimental to producers in unrelated fields. It was stated that, in order to 
promote the sale of fertilizers, the company acted as a forwarding agent for 
produce including onions, potatoes and grapes, and landed such produce in 
the larger markets at less than the current price. While the actual producers 
of the fruit and vegetables so handled did not suffer directly, this policy had 
a depressing effect upon the current prices in the produce markets and unneces
sarily complicated the sale of fertilizer. 

Summarizing, the packing industry in Canada, which is engaged in a 
public service of national importance, presents an illustration both of large
scale production and monopolistic concentration. The two largest packing 
companies in the United States, Swift and Company and Armour and Company, 
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do not together account for as high a proportion of the packing business in that 
country, as Canada Packers, Ltd. alone accounts for in Canada. This dominat- . 
ing position of one company emphasizes the natural disparity in bargaining 
power between the packer and the primary producer and facilitates unfair 
cllmpetition in the distribution of packing house products by encouraging price 
discrimination and other uneconomic competitive practices. One further result 
of the present set-up of the industry is tbat during a trying period of economic 
readjustment the dominating packer has been able substantially to protect 
his profit margin, while other branches of the industry, more especially the 
live stock producer, have had to bear a disproportionate share of the burden 
of depression. 

4. THE AGRICULTURAL IMPLEMENT INDUSTRY 

1. GENERAL CONDITIONS IN THE INDUSTRY 

In conducting our inquiry into the Agricultural Implement Industry our 
investigators were instructed to proceed by questionnaire, followed by visits 
to the larger companies and discussions with their officials. Accordingly 59 
questionnaires were sent out to manufacturers and others engaged in the 
industry, and complete replies were received from 24 companies, which com
prised all those, a knowledge of whose operations was regarded as essential for 
our purposes. 

Over a period of years, actual manufacturing conditions in this industry 
have changed less than in many others. Except in the case of tractors which 
have been subject to the same improvements as motor cars, the majority of 
farm implements in use to-day were in use, in Bomewhat similar form, in the 
years preceding the War. The only radical developments of the last two 
decades have i)een in regard to combines and other large-scale machines, and 
in the gradual transition from animal to mechanical power. 

Manufacturing technique in the production of agricultural implements, 
even prior to the War, had reached a high degree of efficiency and consequently 
there has not been the same room for reduction in factory costs, through 
large-scale production, elimination of the man for the machine, ete., as in 
many other lines of manufacturing. Technical improvements have been con
tinual, but these have been more in the nature of betterment in appearance, 
in the size of machines, and in strength, quality, and durability of materials, 
than in structural design of the machines themselves. 

The Industry in Canada is very largely in the hands of four large manu
facturing companies, two of which are in the relation to each other of parent 
and subsidiary. These four are, Massey-Harris Co., Ltd., International 
Harvester Co. of Canada, Ltd., Cockshutt Plow Co., Ltd. and Frost and Wood 
Co., Ltd. The sales in Canada during the five years 1929 to 1933 of these 
four companies amounted to approximately 75 per cent of all sales of agrirul
tural implements. An additional 17 per cent was represented by the sales of 
Canadian subsidiaries which imported the products of their American parent 
companies. 

Other groups whirh were also engaged in the industry were a number of 
relatively small manufacturing companies; certain companies which, while not 
specializing in agricultural implements, included in their lines one or more 
products which were sold to farmers; certain American companies which, while 
having no factories in Canada, sold their products in Canada through branches; 
three companies selling agricultural implements by mail order; and jobbers, 
dealers, and wholesalers, who purchased the products of smaller manufacturers 
or imported from other countries. Thus it will be seen that the picture of 
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the industry is substantially the picture of the four large manufacturing 
companies, with which this section of the Report will therefore deal almost 
exclusively. 

Virtually the entire Canadian production is centred in the province of 
Ontario, the large companies having plants in Toronto, Hamilton, Brantford, 
and Smith's Falls; and the smaller manufacturing companies being located 
chiefly in smaller cities and towns within the province. 

Total shareholders' capital invested in the Industry, by the four large 
companies, was $62,000,000 in 1927, $92,000,000 in 1930, and $61,000,000 in. 
1933. The investment in the 11 smaller manufacturing companies was 
$4,800,000 in 1929 and $4,000,000 in 1933. This increase in shareholders' 
equity in the period 1927-1929 was to a considerable extent 'accounted for by 
profits from operations, and no evidence was produced that any of the com
panies investigated had been guilty of those abuses, arising out of mergers, 
reorganizations, etc., such as came to our notice in ·certain other industries. 

In 1926, the selling value of total domestic production of agricultural 
implements amounted to some $38,000,000. In 1929, it amounted to over 
$40,000,000, from which figure it declined with extreme rapidity, until by 
1932 it amounted to only $5,500,000. Striking evidence of the much greater 
extent to which this industry suffered during the depression, in comparison 
with industry as a whole, is afforded by figures published by the Dominion 
Bureau of Statistics. These show that in 1926 the selling value of the factory 
production of all agricultural implements in Canada amounted to 1'18 per 
cent of total industrial production in Canada, while in 1932 it had dropped 
to . 26 per cent. This particularly heavy decline is further illustrated by the 
fact that the domestic production of the four large companies in 1933 was 
only 19 per cent of the corresponding production in 1928. 

In 1933 the four large companies employed 3,500 persons and paid salaries 
and wages totalling $4,000,000, while 10 small manufacturing companies 
employed 392 persons, paying salaries and wages of $370,000. This represents 
a reduction, since 1929, of 66'5 per cent in the average number of employees 
in the large companies, and of 44·6 per cent in the 10 small companies. Great 
as has been this reduction, it is relatively far less than the decline in total 
domestic production to which reference has already been made. Examination 
and comparison of actual hourly wage rates indicates that reductions have 
been far less drastic than in the majority of other industries. We will report 
more fully upon this in chapter v. 

The domination of the four large companies in this industry also affords 
an example of the existence of what has been referred to as imperfect competition. 
Of the four large companies, one, International Harvester Company of Canada, 
Limited, is a wholly-owned subsidiary of the largest American organization in 
this industry, and its policy is therefore determined by the management of that 
organization. Massey-Harris Company, Limited, and Cockshutt Plow Company, 
Limited, the shares of which are both widely distributed, may also be said to be 
management-controlled. The fourth company, Frost and Wood Company, 
Limited, has for many years been virtually, and now is actually, a subsidiary of 
Cockshutt Plow Company, Limited. We, therefore, have a situation where the 
managements of three large companies dominate the industry in Canada. As a 
result of this situation, competition between them is "imperfect," rather than 
"simple." This is shown, even in the absence of direct agreement or affiliation, 
by the maintenance over a long period of years of substantial similarity in prices 
and practices. Due to the dominant position occupied by these companies for 
many years and the policies which they have adopted, no cut-throat competition 
has occurred in this industry either before or since the depression. We have 
seen in other industries how competition of that nature can lead to abuses and 
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unethical practices, and, while this industry and its employees may in this respect 
have been more fortunate than some others, it is probable that absence of simple 
competition has resulted in higher prices to farmers than would otherwise have 
obtained. 

2. COSTS AND SELLING PRlCF-B OF IMPLEMENTS. 

Price reductions from the 1930 level were made in 1931, 1932 and 1933, 
while they were increased in 1934 by the discontinuance of a policy of offering 
substantial discounts which had been inau~ated in 1932 and 1933. The great
est reduction in price by any of the three major companies on their principal 
products was to a point 20 per cent below the 1930 level, while prices in 1934 
were from 90 per' cent to 96 per cent of those of 1930. Thus, the policy of the 
Big Three of the implement manufacturing industry· since 1929 has been, in 
effect, to maintain prices and to adjust their production to sales at those prices; 
in other words, price inflexibility and production flexibiUty. 

The result has been that the farmer, the industry's sole customer, whose 
income has been drastically reduced through the falling prices of primary 
products, and who has relatively little bargaining power, has been compelled to 
pay what he regards as high prices to a monopolistic manufacturing group for 
the essential tools of his trade, at a time when he could least afford it. 

We obtained selling prices in 1913 of a number of machines which were 
comparable to machines produced to-day, and noted that, except in the case of 
a tractor, substantially higher prices were asked at the present time. Technical 
improvements attained since 1913, to which reference has already been made, 
are no doubt responsible for a portion of these increases. The following table 
presents a graphic picture of the increase in price to the consumer and in cost 
to the manufacturer:-

International Harvester Jdaasey-Harris Company 
Company of Canada Limited -
Average of 6 Impie- Average of it Imple-

mentl' ments 

1913 1933 1913 1934 

I I I $ 

Cash Price to Consumer (Regina) ...... .............. 83.04 127,24 86.39 130.00 
Agents' Commission; ....... ......................... 15.84 23.16 9.94 20.92 
Freight . ............................................. 8,98 13.63 12.43 16.58 
Material . ............................................ 22.41 39.78 25.54 42.08 
Productive Labour .................................. 6.58 11 .46 4.97 6.33 
Other Facto~ Ezpense ...... .................. , .. ' ... 6.42 38.84 7.63- 26.42· 
Gross Profit cfore ~ Espen."88. etc ..... . ,.,. , .... 23.81 0.37 25,88 17.67 

·-lncludea figures for Factory Overhead and. Administ.rative Expense. 

Criticism has been voiced before us that the manufacturer has not passed 
on to the farmer the reduced cost of his labour and materials, but that he has 
on the other hand endeavoured to recover from him the costs of carrying idle 
plant and other overhead resulting from reduced production. Overhead and 
direct labour costs of 26 implements produced by three manufacturers were in 
1930 16'5 per cent of the cash paid by the farmer. They had arisen to 44·5 
per cent in 1932, the rise being caused by the fact that there were far fewer 
sales over which to spread an overhead which could not be reduced to keep 
pace with the decline in demand. 

In 1930, total manufacturing costs of these three manufacturers were 50'7 
per cent of the cash paid by farmers, leaving 49·3 per cent available for selling 
expenses, bad debts, collection and general expenses lind agent's commission. 
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This was insufficient in the cases of each of the large companies to provide a net 
profit. Manufacturing costs in 1932 were 87·8 per cent.of the cash paid by the 
farmer and, with other expenses, exceeded the price realized by the company, a 
gross loss of 17 per cent instead of a gross profit being the result. 

The President of International Harvester Company of Canada stated to us 
that, in his belief, prices had been too low in the good times; that in this industry 
they should not fluctuate from year to year, depending upon operations, but 
should only be changed if, after a period of years, they were found to be too 
high or too low. It was further argued that the stability which would result 
from relatively fixed prices would be of benefit to both the farmer and the manu
facturer. As a result of this stability of prices, substantial profits would be 
required in good years for the purpose of absorbing and carrying the losses of 
tbe lean years whicb were certain to follow. 

3. THE QUESTION OF EXCESS CAPACITY. 

In considering the manufacturing and merchandising situation in the indus
try, it was noted that both imports and exports of agricultural implements are 
an important feature, as the following table will show:-

SeIImg 
Selling 

Total value of - value of Exports production Imports available 
production available for Cana.da 
at factories [or Canada 

• • • $ • 
]925 •••.•••.••....•.•••••.••.. 24.770,216 11.342.712 13,427.504 6,494.986 19,922.490 
]926 ......................... . 38.269,214 13,628,341 24,640,873 13,336.650 37,977.523 
1927 .......................... .42.996,288 17,412,947 26,583,341 18,946,288 44,629.629 
1928 .......................... 41,199,841 15,643.381 25,556,460 29.636,449 55,192,909 
1929 ....•..•••••.•...•........ 40,659,479 15.870,918 24,788,561 40,292,899 65,081,460 
1930 .......................... 26,902,139 18,396,688 8,505,451 30,075,453 38,680,904 
1931 ......................... . 11.175.404 7,188,078 3,987,326 16.495,217 20,482.543 
1932 ••..•••..•................ 5,510,078 2.484.965 3,025.113 3,315,542 6,340,655 

231,482,659 101,968,000 129,514,629 168,593,484 288.108.113 

Average ... .••••.............. 28,935,332 12,746,004 16,189,328 19,824,186 36,013,514 

Tbe Massey-Harris Company is responsible for the major portion of the 
export trade in implements, its export sales and foreigu business having amounted 
to between 60 per cent and 80 per cent of its total sales in the last seven years. 
On the other band, Illternational Harvester Company of Canada has imported 
from its parent company in the U.S.A. a substantial proportion of the goods 
which it has sold in Canada. We have noted, however, that since 1930 a much 
larger percentage of its output has been produced in Canada, its Canadian 
production having risen from approximately 50 per cent of its Canadian sales 
during the ycars 1924-1929, inclusive, to an average of approximately 80 per 
cent in the years 1931-1933. 

It was submitted that the manufacturer of agricultural implements, whose 
only customer is the farmer, has great difficulty in estimating his probable sales. 
His difficulties, as compared to those encountered by ordinary business, are 
accentuated by the wide and unpredictable fluctuations and variations which 
occur, often in a very short time, in crop conditions and prices. 

The table quoted above indicates clearly that from 1926-1929, whicb wcre 
the most profitable years for the industry, domestic production showed no sub
stantial increase. In point of fact, the peak was reached in 1927. With exports 
during the four years remaining comparatively steady, the increased domestic 
demand was met by imports, which rose from $13,000,000 to a peak of 
$40,000,000. In the year 1929 the total value of products available for sale in 
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Canada were provided to the extent of over 60 per cent by importation. In fact, 
imports, having in 1929 for the first time equalled the domestic production, did 
not decline in the two subsequent years as drastically as domestic production, 
which they exceeded in both 1930 and 1931. The selling value of production 
shown in the table is, we understand, the value of production at factories con
verted to the prices that would be charged to branches. It is therefore con
siderably less than actual retail selling value of production. Inasmuch as sales 
in Cl\nada of all agricultural implements, except tractors, for which the demand 
virtublly ceased subsequent to 1930, averaged approximately $42,000,000 per 
year for the four years 1927-1930, we, have concluded that manufacturing facil
ities in Canada were ample to supply the demands of the Canadian markets in 
the years 1927-1930. Until recent years, however, export business was sub
stantial and in order to fill it and the domestic market, very considerable import
ations were necessary., In view of this export business, therefore, it cannot be 
said that in this industry productive capacity was expanded in Canada during 
the years of profitable and increasing business to a point in excess of normal 
requirements. 

4. PROFITS OF THE INDUSTRY. 

Earnings of the four large companies showed profits in 1927, 1928 and 1929 
totalling $16,000,000, after eliminating the foreign business of the Massey-Harris 
Company, and an estimated amount for the expenses relative thereto. Losses 
have been incurred in each of the four years thereafter totalling $11,000,000. In 
the case of 11 small manufacturing companies and of the Canadian branches of 
U. S. companies, net profits were made in 1929 and losses thereafter. 

The expenses of the four large companies have increased from 17·5 per cent 
of net sales in 1928 to 52 per cent of net sales in 1933, which indicates extreme 
rigidity of expenses. This rigidity, however, is not quite as real as the percentages 
show, since they have been reduced from a high of $10,000,000 iii 1929 to a low 
of $5,000,000 in 1933. It is nevertheless evident that expenses have not been 
reduced proportionately to the drop in sales. 

Evidence shows that of the four large companies, two obtained a small 
return on investment over the ten-year period 1924-33 inclusive, the figures being 
2· 6 per cent and 1·0 per cent. The other two companies failed to earn a return 
and made losses of 2· 6 per cent and 1·1 per cent. In considering these results, 
we enquired as to whether any of the capital had been placed upon their books 
without the receipt of adequate and proper consideration. No evidence of this 
was found, at least in the years under review. That there was no undue expansion 
of manufacturing facilities in the years of prosperity has already been shown 
and we therefore ao not believe that the investment upon which the returns 
have been calculated is greater than was justified. 

5. METHOn.q OF SALE AND D,STR,BUT,ON. 

Farm implements are sold on a cash basis and on a credit or time basis, the 
policy of the large compauies being substantially similar in this respect. The 
experience of one of the larger companies shows that in 1933 cash sales amounted 
to 60 per cent of all sales in ·Eastern Canada and 57 per cent of all sales in 
Western Canada, as compared with 44 per cent and 35 per cent, respectively, 
in 1931. 

This trend is undoubtedly desired by the companies, under present condi
tions, and has no doubt been influenced and encouraged by them. From the 
point of view of the farmer, it is natural that past experience and his declining 
income in recent years would militate against his signing notes which might 
remain as a millstone round his neck. In additi<ln, the manufacturer's experi
ence and his record of bad debt losses and collection expense. would indicate to 
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him the extreme desirability of encouraging sales for cash, in preference to sales 
on credit. Time sales are usually booked on a one fall payment basis or a two 
fall payment basis, and since 1924 the large companies have insisted upon a 
cash payment on time sales of at least 25 per cent. 

Debt adjustment legislation, the difficulty of disposing satisfactorily of 
second-hand machines, and the desirability of maintaining a reputation for fair 
dealing, have been major contributing factors in the policy of repossessing 
machines only infrequently. Legal action, as a general rule, has only been 
resorted to when the amount involved is substantial and when evidence of bad 
faith has been present.· . 

Interest is charged on notes given in connection with time sales, both before 
and after maturity. The rates in the different provinces, which vary to some 
extent from year to year, were as follows in 1934:-

Before 
Maturity 

Ontario. ... ...................... ................... ..... ............. 6% per annum 
Manitoba ... _.................... ..................................... 7% .. 
Saskatchewaa...... . ... ..... .... ..... . ...... .... . .. .. . .. ..... . . .. . . .. 7% Of 

Alberta ........... ............................. : . .. . . ..... . .. .... . . ... 7% " 

After 
Maturity 

'T% per annum 
8% .. 
70/0 " 
8% 

In view of the fact that the difference between cash and credit prices is 
intended to cover the risks attendant upon time sales, we believe that interest 
charged upon notes should never exceed 7 per cent, and should frequently be 
less, even after maturity. 

It was shown that collection expenses and notes writen off as uncollectihle, 
over a ten-year period, had each amounted to about 10 per cent of instalment 
sales and that, in addition, interest on notes had very frequently been waived 
or reduced. Experience shows that in recent years, at least, the differential 
between cash and time prices has been insufficient to cover collection expenses 
and losses from bad debts, and the companies therefore consider that their time 
prices are not excessive. This contention might be justified, provided thllt the 
anxieties of the companies to make sales had not in the past led them to extend 
credit with undue liberality and optimism to those farmers whose financial posi
tion and prospects did not make them a reasonable business risk. Direct 
evidence of this was not forthcoming but we are inclined to believe that the 
companies were not blameless in this regard. To the extent, if any, therefore 
that credit has been unwisely extended, collection expenses and bad debts have 
been higher than they should have been. It is better for both farmer and manu~ 
facturer that tbe latter should refuse a sale if the alternative is the extension 
of unjustified credit. . 

In Canada, distribution of farm inplements is effected through the main
tenance of branches throughout the country, where stocks of machines and parts 
are kept. The employees of these branches supervise the sales, collection and 
servicing in tbe various districts. The three large ~ompanies maintain a total 
of 41 branches at strategic points througbout the country, mainly in Western 
Canada. In addition to these branches, the large distributors maintain ware
houses or transfer points, where machines and faster-moving parts are stored. 
One of the large manufacturers has 22 wllrehouses, of which 10 are in Alberta 
and Saskatchewan. 

The large companies actually sell their products through agents located 
throughout the country, who are supplied on consignment with a number of 
machines for display purposes and a stock of parts. When a sale is made, the 
marhine is forwarded to the agent from the nearest branch or transfer point, 
and the agent receives a stipulated commission from which he is expected to 
pay his expenses. The maintenance of branches, warehouses, and agencies, with 

17111--6 
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the necessary staffs and accommodation, results in a very costly system of dis
tribution and the problem of its simplification is one that vitally affects both 
the manufacturer and the farmer. All manufacturing is centred in Ontario and 
in relatively close proximity to the sources of raw material and other manu
facturing requirements, and therefore freight charges on the finished product 
are a substantial item to the Western farmer. The necessity of maintaining the 
essentials in this system· of distribution made it impossible to reduce selling 
expenses in conformity with the reduced sales of the last few years. The per
centage of selling expenses, including commission, to gross sales increased from 
26·8 per cent in 1929 to 39·3 per cent in 1931, from which it was reduced to 
37·2 per cent in 1933. This increase in the percentage of selling expenses to 
sales was shown in spite of the fact that actual selling expenses of the four com
panies were cut from $5,800,000 in 1929 to $2,600,000 in 1933, or 55 per cent. 

This system results, as we have seen, in a degree of inflexibility of expenses 
in periods of restricted sales, which reacts unfavourably upon both buyer and 
seller. Unless and until a different method of distribution can be devised and 
perfected, however, it appears essential to maintain branches, transfer points 
and agents, not only in order to obtain sales but to give service and supply 
repair parts. 

Competition in this industry expre.ses itself, not in prices, but in sales
manship, in keeping and supplying spare parts, and in giving service. This fact 
has no doubt been responsible for the high pressu·re salesmanship in the years 
prior to 1930, of which we found evidence, and which presumably caused a 
proportion of the bad debts which were subsequently incurred. 

We were informed that the present Canadian system was in use in the U.S.A. 
until about 12 to 14 years ago, at which time the implement dealer succeeded 
in establishing himself financially to the point where he was able to stock his 
inventory of goods himself. He was able to buy the repairs and pay for them, 
and to buy the machines he needed for his immediate stock. The manufacturing 
companies, therefore, sold to him under a sale contract and escaped the responsi
bility of having to carry his inventory of merchandise. It also very greatly 
simplified their collection problems, since they dealt only with dealers rather 
than with far more numerous individual farmers. In Canada, the dealer has 
not yet reached that independent financial position, and the manufacturers con
tinue to use consignment contracts. 

Sales of repair parts are made for cash, and in the case of two of the largest 
manufacturers, they have averaged over a ten-year period, 13·8 per cent and 
16· 8 per cent of total sales in Canada. All machines· are, of course, made up of 
individual parts and the selling price of a complete machine is less than the 
sum of the selling prices of its individual parts. In other words, the companies 
make and maintain the selling prices of their repair parts at figures substantially 
above their actual cost. The 1934 selling prices of all individual parts for 17 
machines varied from 226 per cent to 136 per cent of the selling prices of the 
completed machines themselves, the average differential for all machines being 
173 per cent; that is, parts bought separately would cost 173 per cent more than 
the average machine bought complete. As in the case of machines, it was 
reported as having been difficult, if not imposible, without detailed investigation, 
to ascertain the real cost of repair parts. Whatever the actual mark-up may be, 
it is added to cover the cost -of obsolescence, of selling repairs, of maintaining 
substantial inventories of repair parts, and of the occasional necessity of remanu
facturing a small quantity of parts, of which the inventory may have become 
depleted. Some provincial Governments require that repair parts must be kept 
in stock for periods of approximately ten years, which places upon the manu
facturer the duty of maintaining inventories in excess of what he claims is other
wise necessary. Perhaps the solution may be found in further standardization 
which would result in carrying fewer parts in stock, aided by a greater degree 
of co-operation between manufaoturers' represent~tives in giving service. 
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6. CONCLUSIONS 

The main feature brought out by our investigation is the desirability, and 
even necessity, of providing a fair deal for the farmer, without making any 
more precarious the continued existence of the manufacturer. 

The system of distribution has been shown to be not only expensive but 
comparatively rigid and inflexible. We feel that a trial should be made of the 
American system, by adopting it wherever competent and financially reliable 
dealers can be found. 

It has been shown that the carrying of a very large inventory of parte has 
been unsatisfactory, in the matter of cost, to both distributor and farmer. We 
believe that there is still consiqerable room for further standardization of parts, 
and that it would be to the manufacturer's as well as to the farmer's advantage 
to explore every possibility of action towards this end. 

The productive capacity of the plants is sufficient to supply the normal 
demands of domestic consumption, though i~sufficient to supply the domestic 
and export demand for abnormal years such as 1928. In the absence of any
thing approaching these normal demands, and with a similar contraction in 
export business, considerable idle plant has resulted. In the absence of over
capitalization, it is difficult to conclude that the industry is not justified in 
including overhead on idle plant in its costs. The necessity of carrying this idle 
plant, however, has been partly responsible for the manufacturers' policy of 
maintaining prices. In consequence, the farmer has been unable to purchase 
one of the means of economical agricultural production at a time when he needs 
it most, and when other economic factors are operating against him. 

It is difficult to see how the problem may be solved by legislation, with 
justice and satisfaction to both parties. Unless it applied to industry and finance 
generally, compulsory deflation would not be fair to one industry alone, par
ticularly to an industry in which the dominating companies have not been guilty 
of social abuses. Compulsory regulation of prices, if it were in a drastic down
ward direction, might be used as a means of alleviating the farmer's position, 
but it would have the opposite effect upon the industry under review. In the 
long run, it might not even help the farmer. 

The solution to this problem may come from external sources--a return to 
more normal demand through the increasing purchasing power of the farmer
or it may come from internal sources--a winding-up or recapitalization of one 
or more of the manufacturing companies. 

5. THE CANNING OF FRUITS AND VEGETABLES 

1. GENERAL CONDITIONS IN THE INDUSTRY 

The canning of fruits and vegetables is an important Canadian industry 
aDd one which has made rapid progress during the last decade. Since 1923 
the capital invested increased 62 per cent, employment 51 per cent, salaries and 
wages paid 18 per cent, value of products 44 per cent and the physical volume 
of production 100 per cent. This growth is the more remarkable :IS it represents 
a corresponding increase in the domestic demand for fruit and vegetable prepara
tions, the foreign trade being relatively small as compared with the domestic 
production. 

In 1933, according to the report on this industry issued by the Dominion 
Bureau of Statistics, there were 273 plants in operation with a capital invest
ment of $37,286.824, an average employment of 6,530 persons and a payroll 
of $3.842,575. The output was valued at the factory at $29,981,400 and the 
materials used amounted to $16,461,755. The industry is of considernble 
importance to the agricultural economy of Ontario, Quebec and British 
Columbia. 

W111-'f 
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Our investigators did not enquire into the operations of all the companies 
in the industry but covered the two largest, Canadian Canners, Limited and 
Ai!sociated Quali~y C~n,:,ers, Limited; as well. as a home-~anning company, 
King and Rankin, LImIted. They also receIved general Information from 
thirty-eight smaller independent companies. 

The investigation made indicated a considerable degree of concentration 
in this industry, with the first two companies above mentioned dominating 
th~ field. It wa~ also ~emonstrated ~hat the canning industry has grown, in 
thIS country, neIther WIsely nor rationally, and has been characterized by 
over-expansion resulting in surplus capacity, illusory capitalization of com
panies, a fierce struggle on the part of the larger companies to maintain and 
increase their positions at the expense of the smaller, and an equally intense 
effort on the part of these smaller companies to survive in the face of this 
struggle. 

2. GROWTH OF THE Two LARGEST COMPANIES 

The history of the largest company, Canadian Canners, Limited, and its 
predecessors, goes back to 1893 and presents, as we have seen, a striking 
picture of the combination and consolidation of many small units into one 
huge corporation, with each successive stage in the process accompanied by 
increased capitalization resulting from the issue of shares and bonds for assets 
at, or above, " appraised" values. Today the company has 80 separate canning 
factories; far more than is necessary to maintain production. 

In 1933, fifty-four of these plants, with a book value of $3,000,000, were 
idle or obsolete. It is probably fair to say that the basic reason for this 
company's possession of so many separate units, many of which were closed 
as soon as bought, is its desire to gain control in the industry and to remove 
competition. These successive amalgamations, however, have not solved the 
problem of over-production. At no time has there been a proper balance 
between production and consumption in spite of the quasi-monopolistic control 
of this company; nor is there one today. 

The capital structure of the largest company, Canadian Canners, I.imited, 
is discussed in chapter iii and is briefly as follows. The consolidated capital 
and surplus of Canadian Canners, Limited, and its subsidiaries, not including 
depreciation reserves or borrowed capital, amounts to over $11,000,000. No 
actual cllllh has ever been invested in the capital stock of the present parent 
company,' Canadian Canners, Limited, or its predecessors, Dominion Canners, 
Limited, and Canadian Canners Consolidated Company, Limited. That is, 
no new money has been invested in Canadian Canners, Limited, from the time 
the various companies were taken over by them, although many other assets, 
usually plants, have been received as consideration for the issuance of shares. 

The funded debt of the company as of February 28, 1934, was $3,263,900, 
while the reserves and surplus stood at $6,270,365. Fixed and intangible 
assets were valued at $15,918,735, of which nearly $3,000,000 represents good
will, and nearly $3,000,000 more arises from the writing-up of fixed assets. 

The second largest company in the industry is the Associated Quality 
Canners, Limited, which began operations in 1928 with the aequisition of 
four companies and now operates twelve plants. 

The net book value of the original four companies was $532,782, bllt the 
value placed on these assets, when taken over by the new company, was 
$1,011,293. The liabilities of two new companies taken over in 1932 
exceeded assets by $91,038, while at the same time there was an issue of 2.015 
shares of stock for a total of $30,225, making total net additional liabilities 
of $121,263. This was offset by an additional debit to goodwill, of 5121,263. 
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Capital as at February 28th, 1934, was $306,209, representing ledger value 
of capital stock, of $1,843,725 less accumulated deficit of $1,537,515. Bonds 
to the amount of $500,000 have been issued and bank borrowings stand at 
$1,328,934. The control of the company now rests in the hands of the 
Whittall Can Company, Limited, which holds seventy per cent of the stock. 

Over the five year period of the depression, 1930 to 1934, Canadian 
Canners, Limited, reported gross profits amounting to 24·5 per cent of sales 
and net profits of 2· 7 per cent of sales, while since 1928 Associated Quality 
Canners, Limited, showed total net operating losses amounting to $1,266,164. 

3. EXCESS PRODUCTION AND CARRY-OVERS 

The General Manager of Canadian Canners, Limited, in his report to the 
directors of the company in March, 1934, stated" the future is still uncertain 
for the industry, and we must face the fact that there are too many caOLing 
companies operating and producing in excess of the possible consumption in 
Canada. " 

In view of this statement it is worth noting that since 1930 the carry-over 
of this company has, at each fiscal year-end, more than equalled the value of 
sales during the ensuing 12 months. This maintenance of what the company 
calls a "reasonable carry-over ", has had important effects· upon the grower, 
as we shall notice in a subsequent chapter. 

Whatever the policy may have been, there is no doubt that these large 
carry-overs have had a disturbing and depressing effect, not only on the 
growers' prices, but on conditions in the trade generally. They have helped 
to make the price structure in the industry· exceedingly unstable and have 
facilitated price cutting. More than one witness who appeared before us 
charged Canadian Canners, Limited, with exercising a controlling influence 
by cutting prices for the purpose of restricting or eliminating competition. 
The maintenance of such large carry-overs, and the selling of one product, 
tomatoes, over a period of years, at a price consistently less than cost of 
production, by a company occupying such a dominating position in the industry 
as Canadian Canners, Limited does, make such charges not easy to refute. 

4. MERCHANDISING METHODS 

The mass buyers have also, to some extent, helped to disorganize the price 
structure. Before they became important merchandising factors, the sales 
practice of the companies consisted in booking each dealer's annual require
ments without prices in the spring of the year. The market is opened by 
Canadian Canners, Limited, announcing their prices after the completion of 
the pack, and an effort, throughout the ensuing twelve months is made to 
advance the opening prices gradually. The dealer's opening order becomes a 
firm commitment, and, as a rule, a uuiform due-date is recited and the 
undelivered part of the order billed as at the due-date, the goods being held 
thereafter at the customer's risk and expense. 

In recent years, however, it has become a common practice for the canning 
factories to issue price lists at different times through the year. Because of 
over-stock, competition, and buying pressure, there is great difficulty in main
taining such lists for any reasonable period. There is a continual demand from 
all classes of customers for lower prices and other concessions, such as, special 
allowances, advertising allowances, free goods, and floor stock allowanoes. Many 
of these are secret and all have contributed to the disorganization of the indus
try. We agree with the general manager of Associated Quality Canners, Limited, 
who stated that all secret or discriminatory rebates to customers should be cut 
out and the established discounts alone given. 
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5. RELATIONSHIP BETWEEN CANADIAN CANNERS, LTD., AND AMERICA..'i CAN CO. 

Canadian Canners, Limited, enjoys important competitive advantages in its 
arrangements with American Can Company for the supply of containers. 

The significance of this relationship may be judged when it is realized how 
important a part the price of the container plays in the canners' costs. The 
following table gives the percentages of the total cost of production, of produce, 
direct and indirect labour, containers, etc., as taken from the records of Cana
dian Canners, Limited, and adjusted for rebates, etc. 

DISTRmUTION OF TOTAL COST OF PRODUCTION 

(Fiscal period endiDg February 28th) 

1930 1931 1932 

% % % 
Produce .......................................... 34·6 32.4 30.0 
Other Materials ........ ........................... 5.0 6.0 5.0 
Containers .. .. , ................................... 22.1 28.7 28.6 
Cases and Labels .... ............................. 7.6 8.0 8.9 
Direct Le.bour ... ................................. 10.1 8.6 8.5 

Prime Cost •••.......••...•.•...•.•.••...••.•••••. 79.4 83.7 81.0 
Indirect Labour . .................................. 5.6 3.7 5.0 
Plant Manage1'8' Salary ........................... 4.5 3.2 4.5 
Faotory Overhead ......... ....................... 10.5 9.4 9.5 

Tota1. ................................ 100.0 100.0 100.0 

1933 1934 

% % 

25.3 25.2 
6.3 8.1 

27.8 26.4 
9.1 10.0 
9.5 9.4 

78.0 79.1 
4.1 2.4 
5.2 5.1 

12.7 13.4 

100.0 100.0 

Any company, therefore, which secures an advantage in the purchase of 
containers is at once in a strong position with respect to its competitors. 

There are two large companies manufacturing cans in Canada. The 
American Can Company (Canadian district), which supplies Canadian Canners, 
Limited, and the Whittal Can Company, Limited, which supplies the Associated 
Quality Canners, Limited. 

These two companies report that their prices for standard size cans are the 
same to every customer, the only concession given being quantity.discounts to 
a limited number of large buyers. Current list prices of these two manufacturers 
are identical, and cans are sold, as a general rule, under the terms of a contract 
which provides, amongst other things, that the canning company must purchase 
all its can requirements from the one manufacturer during the term of the con
tract. It appears that this provision was made to prevent competing can 
manufacturers from supplying cans during the unexpired term of a contract. 

Previous to 1930, Canadian -Canners, Limited, manufactured its own cans 
at Simcoe, Ontario. In July, 1929, however, it sold this plant to the American 
Can Company, under an agreement which committed it to purchase its entire 
can requirements, with minor exceptions, from the American Can Company 
for a period of twenty years, beginning January 1, 1930. The Can company, 
in turn, agreed to give Canadian Canners a preferential discount over every 
other purchasing company, by guaranteeing that the net prices charged that 
company, after taking into consideration discounts and rebates as laid down, 
should be as low as the lowest net prices for the same kind of cans charged any 
Canadian customer and lower than the lowest net prices charged any Canadian 
customer, using a less total number of cans, by at least one-half of the discount 
and quantity payment. Furthermore, rental and terms for closing machines are 
guaranteed to be as favourable as made to any other Canadian customer and, 
in addition, a discount of 5 per cent is given. 

Stripped of its legal verbiage, this contract simply means that the largest 
can company will ensure that no small canning company will be put on an equal 



INDUSTRY 71 

competitive position with the dominating company, so far as this most important 
element of cost is concerned, namely, the cost of the container. The evidence 
of the general manager of the American Can Company was that Canadian 
Canners, Limited, had an advantage of 15 per cent in the price of cans over all 
other competitors. 

There is no question about the decided disadvantage to which the trade 
in general is put by these special concessions. To be able to purchase containers 
at 15 per cent less than they can be purchased anywhere else by anybody else 
in the industry in Canada is a concession of the worst monopolistic type. Bearing 
in mind that cans are at present the main constituent of cost in respect to total 
costl! of manufacturing, it is reasonable to conclude that this advantage has a 
greater effect on the competitive position of Canadian Canners, Limited, than 
that which might be gained by any other exercise of the power that naturally 
accrues to the dominant manufacturer. 

The extent of this price advantage is shown by the fact that under the 
contract, American Can Company has returned to Canadian Canners, Limited, 
during the last four years, as special discounts, rebates, etc., a sum of $1,147,865. 

It is hard not to agree with the head of one small canning company who 
appeared before us when he states that independents simply canoot compete 
without resorting to reduction in costs that can only be made in other directions. 
Those other directions usually lead towards the grower and the canning factory 
wage-earner. 

These price concessions were not the limit of the American Can Company's 
dealings with its favoured customer. It paid $1,250,000 for the Simcoe plant of 
Canadian Canners, Limited, referred to above, which had been carried on the 
books of that company at a depreciated ledger value of $170,787. 

The manager of the American Can Company justified these concessions on 
the ground that Canadian Canners, Limited, took, iii 1934, one-third of their 
output, and that therefore their patronage was important, especially so since 
they had lost the busi!less of Associated Quality Canoers, Limited. 

Associated Quality Canoers, Limited, also purchase their cans exclusively 
from one company, the Whittall Can Company, Ltd. Their contract, bowever, is 
not as advantageous as that of Canadian Canners, Limited, with the American 
Can Company, and does not put them in a preferential position over all their com
petitors. This may be due to the fact that the Whittall Can Company, Limited, 
has a controlling interest in Associated Quality Canoers, Limited. It is not, there
fore, necessary for it to make any great concessions as to terms and discounts in 
order to secure this business. What it loses as a shareholder in Associated 
Quality Canners, Limited, it more than makes up in its profits.from the sales 
of containers to that company. The contract between the two companies, which 
runs to 1941, merely provides for a quantity discount on net amount of sales 
which, during the period 1931-33, benefited Associated Quality Canners, Limited, 
only to the extent of $3,500. Partly, no doubt, as the result of this contract 
with Associated Quality Canners, Limited, the Whittall Can Company, Limited, 
has been able to maintain its position during the depression, with net operating 
profits of 13.9 per cent on sales in 1929, rising to 14.2 per cent on sales in 1933. 

The results of the operation of the American Can Company have been even 
more fortunate, and the concessions given to Canadian Canners, Limited, as 
outlined above, have apparently been justified by the results obtained. The net 
operating profits of the American Can Company in Canada during the years 
of the depression have risen from 9.9 per cent on sales in 1931 to 21.1 per cent 
in 1933. 
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Thus we have a situation in which as a result, partially at least, of arrange
ments between the dominating corporation making cans and the dominating 
corporation operating canneries: 

(a) The price of containers is kept at an exorbitant height, while the prices 
received by the growers have fallen to unprecedently low levels. 

(b) No other canning company can secure containers from the largest can 
company on a fair competitive basis. 

(e) In view of the fact that the two largest users of cans are ti d up with 
the two largest suppliers of cans, it is difficult, if not impossible, for 
any smaller can manufacturing establishment to extend its business 
sufficiently to act as a competitive break on the operations of the large 
can companies. 

It all provides a striking example of monopolistic arrangements reacting 
to the injury of producer, wage-earner and small competitor. 

It was stated to us by representatives of the can companies that the reason 
for the high prices charged for cans was the price of tin plate, which was higher 
in 1934 than it had been in 1929. Witnesses had no explanation for this increase 
of price over such a period, and expressed ignorance as to the existence of an 
international tin plate cartel. We are satisfied, however, that there is some 
international control of competition in this important product and that the general 
manager of Associated Quality Canners, Limited, was substantially correct in 
attributing the situation in respect to the price of tin plate ·to the fact that the 
Welsh tin plate interests prevented a free market and restricted Canadian car 
manufacturers to a single source of supply. We feel also that the tariff should 
not be used in any way to facilitate such re~triction. 

Whatever may be the exact causes of this situation in respect to tin plate, 
the implications are clear. At the one end there is a huge international arrange
ment to control prices, and maintain profits; at the other, thousands of growers 
of fruits and vegetables in this country, helpless in the face of these superimposed 
corporate organizations, the combined weight of which is crushing them to a 
level where they can make little or no return for long hours of arduous and pro
ductive labour. 

6. THE RUBBER FOOTWEAR AND TIRE INDUSTRY 

1. GENERAL CONDITIONS IN THE INDUSTRY. 

The rubber industry is a very important part of Canada's industrial structure. 
According to the net value of products jn 1930, it ranked ninth among all manu
facturing industries; according to salaries and wages paid, eleventh. In 1930, 
Canada was the fifth largest importer of raw rubber in the world; by 1933, it 
was seventh. 

The industry is one of large-scale production and high concentration. In 
1933 there were only 45 establishments, employing $65,000,000 capital, nearly 
10.000 employees, and producing over $41,000,000 of products. The average 
capital per establishment wa~ $1,451,000; the average number of employees, 
217; the average output, 5922,000. Even these figures understate the degree of 
concentration. Fourteen firms employed 86 per cent of the total employees and 
92 per cent of the total capital, and produced 89 per cent of the total output. 

When this concentration is supplemented by the organization of powerful 
associations to fix prices and to establish discount schedules and sales quotas, 
it is not unreasonable also to infer that the industry is monopolistic. Any 
competition therein is certainly " imperfect ". 

The industry was very hard hit by the depression. From 1929 to 1932 the 
gross value of tires produced decreased about 68 per cent; of footwear, 49 per 
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cent; of all products, 58 per cent. The number of employees decreased about 
7,000, or 42 per cent; total payrolls, 54 per cent. Slight improvement occurred 
in 1933. According to their own figures, not checked by our auditors, the seven 
leading footwear companies, as a group, suffered net losses in each of the years 
1930, 1931 and 1932. For example, in 1931, the combined losses of five firms 
exceeded the pronts of the other two, making a net loss for the group as a whole 
of $1,354,000. As a group, the seven leading tire companies had similar operating 
results-practically no profits in 1930, net losses in 1931 and 1932. The loss in 
business is explained chiefly by decreased exports. Domestic sales declined 47 
per cent, but exports, which in 1929 represented over a third of the total output, 
declined over 79 per cent. 

The two major products of the industry, tires and rubber footwear, represent 
respectively 39 per cent and 41 per cent of the total output. The two branches 
follow essentially similar policies and present quite similar problems. It will 
be sufficient, therefore, to confine our discussion chiefly to the rubber footwear 
branch, in which, in 1932, there were only nine establishments employing 3,260 
persons, producing over 14,000,000 pairs with a factory sales value of $16,600,000. 
The industrial policies of the Rubber Footwear Association, with respect to dis-

• counts, prices and sales, are of special interest. They raise the question of 
whether a deliherate policy of price control at the cost of decreased output and 
employment is preferable to a flexible price policy which might minimize the 
decreases in business activity. The drawing of any inference from the available 
statistics in an attempt to answer this question has been complicated by the 
sudden increase in very low-priced imports. For example, the imports of rubber 
footwear from the Straits Settlements for retail sale at a price much less than 
the lowest possible Canadian cost of production, jumped from 23,000 pairs in 
1932 to 567,000 pairs in 1933. Total imports of rubber and rubber-soled boots 
and shoes, chiefly from the Straits Settlements, Czecho-Slovakia and Japan, 
increased from 137,000 pairs in 1929 to 2,092,000 pairs in 1934. Their averag. 
import value in 1934 was about thirty-five cents. This import situation als!> 
complicates the analysis of the excess capacity in the industry. 

The information at our disposal is based on testimony before us. No 
examination of the facts was made by our accountants or investigators. Formal 
complaint had been made that the industry is a monopolistic combine within the 
meaning of the Combines Act. Following this complaint, an investigation was 
made by the Registrar but we regret that we were denied access to the results 
of his intensive research. We have, therefore, had to rely on public information 
and ex parte statements. 

2. DISCOUNTS AND REBATES. 
The rubber footwear manufacturers, as organized in the Canadian Rubber 

Footwear Manufacturers' Association, afford a striking example of the self
organization of an industry. Standardization of prices, goods, and discounts 
is rigidly maintained among members. The secretary of the association holds 
bonds of members varying in amount from "510,000 to 575,000 on which fines may 
be levied if the terms of agreement are not carried out. Members are also placed 
on a sales quota and if any member exceeds his quota he must pay into the 
association pool 25 per cent of the amount by which he has exceeded it. There 
is also a tax of 15 per cent for the pool orders shipped at old prices after new 
higher prices came into effect." This prevents anyone manufacturer from taking 
advantage of a rising market by accepting business prior to a rise for shipment 
after. 

The policy of the association with respect to special discounts to certain 
retailers is an important aspect of this organization. The schedule submitted 
to us by officials of the association describes in some detail the group 
classifications which decide the granting of special discounts to the customers. 
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According to this document, manufacturer members have four preferred lists 
of retail customers. The classification for list A is an annual volume of 
purchases in excess of $75,000 by these customers. A preferential discount of 
from 12 per cent to 14 per cent is granted, and an additional bonus from 1 per cent 
on volume from $250,000 to $500,000 increasing to a total of 6 per cent on the 
excess over annual purchases of $1,000,000. In grade B are included purchasers 
with an annual volume in excess of $35,000 who receive a 10 per cent discount. 
Customers in grade C must have an annual volume of purchases of over $20,000 
and are eligible for an 8 per cent discount. Groups B and C have in theory the 
bonus for volume on the same scale as group A, although it is not likely in fact 
that their volume has ever been sufficient to qualify them for this bonus. 

Group D is in a relatively less favourable position. It consists of those co
operative buying groups whose annual purchases exceed $20,000. They receive 
a 6 per cent discount instead of the 8 per cent received by other customers in 
the same volume class. In addition they are not eligible for a higher discount 
group, however large their volume of purchases. The largest discount a co
operative buying group can secure is 6 per cent plus a 2 per cent bonus on 
volume. It appears that the only co-operative buying group whose volume is 
comparable to the largest mass buyers in Class A is the York Trading Company, 
which finds itself severely penalized by this arrangement. 

We have also received evidence that voluntary chains of retailers who 
endeavoured to obtain the benefita of volume discounts, by pooling their pur
chases were refused the appropriate discount for volume, and it cannot be said 
that this apparent discrimination was satisfactorily explained by the officials 
either of the rubber companies or of the association. 

Customers with a volume of purchases below $20,000 are listed by the 
association as "unpreferred," but they receive a bonus varying with the size 
of their annual volume of purchases, unless these fall below -$300 in value, when 
the bonuses cease. 

In order to understand the effects of this schedule of discounts upon the 
hundreds of small retailers who are excluded from its main benefits, it must be 
borne in mind that their chief competitors are the mass buyers in group AU) 
who benefit most extensively by the discount rate. When they, for example, are 
receiving a discount ranging from 14 per cent to 18 per cent, they can afford to 
sell at a certain retail price level. The small retailer is obliged to compete 
principally with the prices thus established, and it is obviously not possible for 
him to do so with profit. 

This scale of discounts is based, apparently, upon volume, with one signi
ficant exception-the co-operative buyer. The special discrimination against 
him was explained by officials of the association as resulting from the additional 
expenses which his business involved. It is more expensive, for example, to send 
out travellers to the numerous small units composing such a group than to deal 
with a chain store. There is doubtless some truth in this argument, but the 
real objection to the co-operative buyers, as was admitted by the secretary of 
the association in the course of evidence, is the objection to their method of 
doing business. 

Another, although less important side of the association's policy of dis
couraging certain methods of doing business, is to be found in their attempt to 
eliminate jobbers from the field, with the exception of a few "consignment 
jobbers" who are given preferred treatment. 

The principal reason for this policy is the di!ficulty of controlling jobbers 
and making sure that they adhere to all the rules of the association. In any 
case, jobbers are a declining factor in this industry. 

(1) Thi. group includea--Agnew SUI'J!888 Shoe Stores, Dupuill Frerea. Limited. T. Eaton 
00. Ltd., HuWlon'. Bay Company, J. B. Lefebvre. Robert Simpeon Co., Ltd .• Army" NaVJ' 
Dept. Btarea, Neighbourhood Stores. 
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3. PRICE FIXING 

The price maintenance scheme prevalent in the industry must be considered 
in connection with the import and export situation. Exports have dropped from 
about $32,000,000 in 1930 to $7,600,000 in 1933. One would expect under con
ditions of free competition that there would be a resultant decline in the number 
of manufacturers in the industry. Under present conditions this has not been 
the case. None of the manufacturers in the industry has gone out of business 
since the depression. The price-fixing policy of the Association is primarily 
responsible for this. It has attracted competition which it has then been obliged 
to ahsorb, with the result that there is a great excess capacity. Indeed, any two 
companies could produce all the rubber footwear for which there is a market 
in Canada at present prices. In the meantime, imports from Straits Settlements, 
Japan and Czecho-Slovakia have increased and it would be impossible for Cana
dian manufacturers, unless protected, to compete in price with these imports. 

It has been advanced in defence of the price-fixing policy of the association 
that it has not in reality eliminated competition. There is always, it is said, 
the element of potential competition. New enterprise will be attracted to a field 
where relatively bigb prices prevail, and price competition will then begin anew. 
But this has not been the case in practice. On t,he contrary, the new concern 
entering the industry is absorbed into the Association and is soon found adher
ing to the standardized price level. In 1930, The Acton and Woodstock Rubber 
Companies appeared as possible price competitors. In 1931, they had come to 
terms with tbe Association and entered its ranks. 

It may be added, with reference to price maintenance in general, that while 
it has eleminated price competition, sales competition with all its attendant 
expenses remains keen. 

4. SALES Qt:OTAS 

The sales quota is an ingenious device whicb has the effect of checking any 
tendency on the part qf anyone manufacturer in the industry to cut his prices. 
When such a manufacturer has reached his quota he is no longer interested in 
further business. Indeed, if he gets more business he has to pay a penalty in 
the form of fines for so doing. At a time when all manufacturers are working 
below capacity this checks any tendency toward doing capacity business. For 
example, when as frequently happens, the government calls for tenders for goods, 
it would be impossible for a manufacturer to obtain the contract by quoting a 
low price which, while it might be profitahle for himself, would be contrary to 
the rigid regulations of the Association. 

The rubber footwear industry, therefore, provides a striking example of 
that industrial policy which consists of the maintenance of prices at the possible 
cost of decreased employment and output. 

5. THE TIRE INDUSTRY 

Essentially the same range of problems arises in the tire industry. Its only 
distinctive feature is the use of a special discriminatory device, that of private 
brand tires. These are usually the standard tires produced by the manufacturer 
but branded with the name or brand of a large distributor who sells them at less 
than the list price of the manufacturer's own brand. In 1933 approximately 10 
per cent of the sales of association members were to private brand accounts. 

Three association and three non-association manufacturers do private 
brand business, on which the discount from the standard price list ranges from 
33 per cent to 44 per cent. This means that essentially the same tire which costs 
the ordinary dealer from 57.75 to $8.60 (depending on volume) and is expected 
to be sold hy bim for $10.55, costs the mass buyer or other private brand dealer 
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$6.53 and may be sold at $7.75. This is a perfect illustration of the monopoly 
policy of quoting different prices to markets that are assumed to be separate. 
The cut price tbrough mail order and similar private brand channels is not 
intended to affect the price in the regular market. 

As a remedy for this practice, we recommend that tbe name of the actual 
manufacturer must be plainly stamped on all. of his products. 

7. THE FERTILIZER INDUSTRY 

1. GENERAL CONDITIONS IN THE INnUSTay 

The manufacture of fertilizer in Canada is concentrated in only 20 plants, 
whose production in 1933 was valued at $4,286,000. In the same year they 
had 667 employees and an employed capital of $16,000,000, while the total 
wages bill amounted to $776,000. Within tbe industry a great degree of 
concentration exists. Three firms represented $11,000,000 or 71 per cent of 
the capital invested and accounted for $400,000 or 51 per cent of the total 
wages bill. 

The industry was very seriously affected' by the depression. Exports 
declined from $6,000,000 in 1929 to $2,000,000 in 1932, while imports declined 
from, $4,800,000 to $3,300,000 during the same period. 

Plants for the manufacture of fertilizers are fairly well distributed across 
the country with the exception of the Prairie Provinces, where the consumption 
of mixed fertilizers has not been large. There are 7 manufacturing firms in 
the Maritime Provinces, 3 in Quebec where the use of fertilizer is encouraged 
by a bonus to the farmers 'by the provincial Government and 3 in British 
Columbia, where from 5 to 6 million tons of mixed fertilizers are sold 
annually. There are 7 firms engaged in this manufacture in Ontario, where 
there is the greatest acreage of special crops and consequently the largest 
consumption. 

2. TERRITORIAL PRICE DISCRIMINATION ANn DELIVERED PRICES 

Small though this industry may seem in absolute size, its policies profoundly 
affect the welfare of the primary agricultural producer. There is unmistakable 
evidence that in Ontario at least the fertilizer industry, dominated by Canadian 
Industries, Ltd., is monopolistic and exercises its monopoly power by a system 
of delivered prices. This device is of such general importance that it warrants 
rather more extended discussion than the size of this industry would seem 
itself to justify. , 

Complaints were made to us about the difference in fertilizer prices in 
Ontario and Quebec. It was found that there were wide diversions between 
list prices to consumers west of a line from Kingston, Ontario, to Pembroke, 
Ontario and list prices east of that line in Ontario and in the Province of 
Quebec. This is in part because the fertilizer manufacturers east of this line 
quote prices on an f.o.b. basis, whereas in Western Ontario, an association of 
fertilizer manufacturers quotes only prices on delivery to the farmer's barn. 
Also manufacturers east of the line will not deliver west of it. Such differences 
may be due in part to the Quebec practice of co-operative buying. 

West of the Kingston-Pembroke line an arbitrary uniform delivered price 
is established for each grade of fertilizer. The discrimination in this ellS(' is 
clear, as farmers near one of the fertilizer plants have to pay the same price 
as purchasers far away. Such uniformity in prices could not be maintained if 
each manufacturer were quoting prices f.o.b. his plant. While the fertilizer 
factories are not scattered over a very wide area, there must be some differences 
in freight rates from different plants to the same locality. A system of prices 
f.o.b. plant would thus mean that certain territories would be the economical 
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market for each plant. Under the system of identical delivered prices, each 
fertilizer plant is free to seek business anywhere in that section of the Province, 
in which the prices are controlled by the Association. That the prices, under 
such a policy, tend to be higher than they would have been under competitive 
conditions is clear from a comparison of Ontario prices with those in Quebec, 
where prices are quoted on an f.o.b. basis. 

An attempt was made to explain this discrimination by reference to the 
higher cost of production in Ontario and to the delivery and other services 
which members of the Ontario Association offered. But little opportunity is 
given to purchasers to avoid such charges by buying f.o.b. plant. If the 
fertilizer companies sell transportation the cost of such services should be 
clearly indicated in their price quotations and not lumped in a delivered price 
with the cost of the material itself. Under a system of free competition the 
policy of quoting uniform delivered prices could not be followed for the 
tendency of competition would be to equalize the price to all buyers on an 
f.o.b. basis. 

The system of delivered prices, especiallY if arbitrary basing points are 
established at which all producers quote the same price, means that the 
purchaser is compelled to buy with each unit of the commodity a fixed amount 
of often imaginary transportation. The farmer who lives next door to the 
fertilizer factory must pay not only the price of fertilizer itself, but also the 
cost of transporting it from the distant basing point, although in fact the 
fertilizer is simply carted across the road. It must be admitted of course, that 
a system of f.o.b. prices would not prevent agreement among manufacturers; 
it would, however, make it much more difficult for them to reach an amicable 
agreement on the division of territory. Under a system of delivered prices, 
each producer is free to bid for all orders (because all are quoting the same 
price), but, if a plant were not favourably situated with respect to some big 
buyer whose order was desired, the only way of securing such an order on an 
f.o.b. basis would be to quote a lower price at the plant. If such prices were 
published, this would mean, for this. manufacturer, a lowering of his price 
throughout his territory and, in fact, an extension of his market unless other 
manufacturers immediately met his new f.o.b. price. 

The system of delivered prices also encourages another serious evil in 
competitive practices in that it facilitates local price discrimination. As long as 
a manufacturer is restricted to f.o.b. prices he has difficulty in discriminating 
between buyers in different localities because a reduction in price at the plant 
means a reduction to all buyers irrespective of location. Under a system of 
delivered prices, however, particularly if there is a tacit agreement regartling 
prices among the big producers, the price may be cut severely in one locality 
and maintaind in all others. The purpose of such a discriminatory policy is 
generally to undercut a local producer in his own market and thus put him out 
of business or force him into a price agreement. This monopolistic control of 
the market was further bulwarked by a policy on the part of chemical manu
facturers and importers, of hindering the sale at market prices for home mi"ing 
of the separate fertilizer constituents. 

The results of such a system of delivered prices are injurious not only to 
the purchaser, because prices are almost inevitably higher than they would 
be under simple competition, but they give the combine or monopoly a means 
of price discrimination against which no small manufacturer can protect 
himself. This is clear not only from the evidence on the fertilizer industry, 
but also from common knowledge of the marketing of gasoline. If the large 
oil companies were quoting prices f.o.b. their refineries, the small wholesaler 
of gasoline would be· protected against local price discrimination, if he found 
it possible to reduce his prices through efficient management. Under a system 
of delivered prices the companies can drop their prices in anyone locality 
and maintain them in all others. Under a system of f.o.b. prices, prices could 
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not be cut in one locality without reducing them in all localities served by 
the refinery. The objection to such a system would be that the big compaLies 
would not be able to protect themselves against local price cutters. But, given 
a standard quality of product, if such local reductions in prices are due to 
cheaper sources of supply, there is no economic justification for unfavourably 
situated oil companies competing in such localities. 

The cases which have been cited are becoming more characteristic of 
marketing policies in Canada. The fertilizer industry is a particularly clear 
example of the workings of this policy of delivered prices. Later in this 
report we discuss methods for prohibiting such practices when they result in 
price discrimination. Here we merely express our condemnation of them as 
monopolistic and unfair. 

8. THE TEXTILE MANUFACTURING INDUSTRIES 

1. GENERAL CHARACTERISTICS. 

Our investigation into the textile manufacturing industries in Canada 
covered 217 companies engaged in the manufacture of textile yarns and fabrics 
and other products. A number of other companies were listed in the 1930 Census 
of Industry, but the concems reviewed by the commission were estimated to 
account for more than 95 per cent of the total employment in the fields selected 
for investigation. . 

In view of the number of companies concemed, it was obviously not feasible 
to examine into their individual operations in detail, nor did we consider that the 
possible results of detailed investigation would justify the time and expense 
involved. Our investigators were, therefore, instructed to submit to each of 
the companies II form of questionnaire and to arrange, tabulate and report upon 
the replies received. 

The questionnaire so submitted and the evidence received by the commission 
dealt in considerable detail with the wage structure and employment generally, 
and the results of this phase of our inquiry are reserved for discussion in a later 
chapter of this report. Apart from this, however, considerable evidence was 
taken as to the general characteristics and trends of the industry in its several 
branches. In this section, we report on these features as they affect the social 
and economic life of the Dominion. 

The 217 companies had in 1933 a capital investment, including bonds, of 
$185,000,000; they operated 246 mills, employing approximately 47,500 factory 
workers, with a total wages bill of $32,700,000; and their combined sales in that 
year totalled $135,000,000. As a group these companies occupy a prominent 
position in the industrial structure of the country and in volume of production 
are only exceeded by three other groups, manufacturers of wood and paper 
products, vegetable products, and possibly iron and steel. 

"The textile industry" is a generic term applied to producers of all forms 
of textile goods but within the companies investigated by us, there are such 
distinct lines of demarcation. that different classes of producers constitute in 
effect a ·number of separate industries. Our auditors, therefore, reported upon 
ten separate groups which were found to have by no means similar character
istics and in summarizing our findings, it is necessary to refer specificallv to 
the more important of them. The nature of this division and the relative 
importance of the different branches, is indicated by the following statistics 
of the year 1933: • 
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Ave ...... 
number of Sal .. 

Group Number factory (thousands 
of mills workers of dollal'll) 

employed 

29 15,482 33,960 
44 6,888 20,672 

A. Primary Cotton ....... ...................................... . 
B. Woollen Manufacturers ....... ... ................ ............ . 
C. Silk Manufacturers ...... .................................... . 18 3,407 H.167 

32 5,242 12,863 
2 3,127 10,350 

78 10,342 29,069 

D. Hosiery ..................................................... . 

J: ~:bG:d~~.~::::::::::::::::::::::::::::::::::::::::::::::: 
5 625 1,816 
7 1,016 5,420 

24 781 7.260 
7 657 2,441 

G, Carpets and Rugs ........................................... . 
H, Thread and Cordage ..•...................................... 
I. Bags, Waste, Cotton Batting, Tents and Awnings ..... ....... . 
J. Specialty Fabrics ... ........................................ . 

Total ............................................... . 246 47, 56! 135,018 

The characteristic form of husiness organization among these undertakings 
was the incorporated company and all the larger units were found to be 
operating under charters granted hy the federal or one of the provincial 
Governments, Concentration under the corporate system does not appear to 
have developed to anything like the same extent among these companies, as 
it has in certain other industries reviewed by the commission, The companies 
investigated, however, in their different groups, afford examples of different 
phases of competition. The best example of simple competition is found in 
the woollen group wheer the largest single company had only 12,5 per cent 
of the total sales of the group, the next four, an average of 7 per cent each, 
and the next fourteen, all over 2 per cent of the total. In contrast to thi. is 
the synthetic silk industry, in which two companies, with radical differences 
in their technical processes, enjoy virtual monopolies. The largest single 
group, primary cotton manufacturers, is an example of imperfect competition, 
The largest company, Dominion Textile Company, Limited, has 38 per cent 
of the total sales and. with its controlled subsidiary, Montreal Cottons Ltd., 
48 per cent: the next two companies together have 31 per cent, leavinr. only 
21 per cent for the next seven companies together. 

Signs of an increasing degree of concentration in the textile industry are 
to be found in the appearance of certain interests in fields other than that in 
which their main activity lies, Through interlocking directorates at least, there 
appears to be a positive connection between some of the largest companies in the 
cotton, woollen, silk and knit goods field, Thus, while concentration has not 
developed to the point where two or three very large corporations, operating in 
all the important fields of the industry, dwarf the remaining companies, the 
presence of the same management interests in important units in different fields 
cannot but suggest the possibility of such a development, 

In the more important groups, the largest companies were found to he 
publicly owned, hut the textile industry contributed only in a small measure to 
the public financing operations of the period 1921-1933. Very little information 
is available as to the details of the consolidations and mergers which took place 
prior to 1923, before which date most of the great textile companies were formed, 
From 1923 to 1933, however, the relative freedom of this industry from unwar
ranted writing-up of assets for purposes of refinancing is evidenced hy the fact 
that the five largest textile companies increased their net assets in the period 
by only 9.7 per cent, as compared with an increase of 83.8 per cent for the 95 
largest non-financial Canadian companies (transportation companies excluded), 

In the larger textile companies, however, the same marked development of 
management control was found as in other industries, Four out of the five 
largest concerns were found to be controlled by groups owning less than 20 
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per cent of the capital, and the fifth to be a case of minority control, in that. 
less than 50 per cent of the capital was owned by the management group. Among 
the smaller companies in the industry, the public company is rare and a high 
proportion of these companies are entirely owned by the active management. 

2. THE TEXTILE INDUSTRIES AND THE DEPRESSION. 

The operations of the companies by groups were reviewed for a five-year 
period, and while the effects of the depression and the decline in prices were 
evident, textile manufacturers as a whole appeared to have suffered to a far 
slighter degree than industry generally. The principal reason for this appears 
undoubtedly to have been the tariff revisions which were made in 1930 and' 
subsequent years, by virtue of which the Canadian industry largely escaped the 
demoralization which occurred in textile markets in other countries. The addition 
of specific to ad valorem rates of tariff duty on many items had the effect of 
virtually e~cluding the cheaper lines previously imported and with which Cana
dian manufacturers could not compete. Canadian mills, therefore, while sharing 
the general loss of volume consequent upon decreased public purchasing power, 
went into volume production on cheaper lines upon which the public demand 
tended to concentrate. Competition from Asiatic countries, where costs of 
production have been brought to unprecedented low levels, has been largely 
nullified by the dumping duties. Thus, the primary textile industries have been 
able to maintain employment at a remarkably high level. From 1929 to 1933, 
the number of employees decreased but 3 per cent and the wage bill by 15 per 
cent, whereas manufacturing in general Buffered" liecline of 29 per cent in the 
number of persons employed and a decline of 38 per cent in the amount paid 
out in salaries and wages. 

The Bureau of Statistics index number of wholesale prices for textiles fell 
Irom 81.8 in 1930 to 69.7 in 1932, or by 15 per cent; in the same period the sales 
of the companies reviewed by the Commission declined by but 17 per cent. This 
indicates that ·in point of physical volume of production the industry gained 
approximately as much in the cheaper lines, which it started to manufacture in 
1930, as it lost through the decrease in public demand for the lines which 
formerly represented its entire output. The other side of the picture is found 
in the· statistics of imports of manuf!,ctured textiles from other countries. 
Importations (in yards) of cotton fabrics, for instance, declined from 1929 to 
1932 by over 52 per cent; Canadian woollen and worsted cloth mills are estimated 
to have supplied 62·5 per cent of the domestic requirements in 1933, as com
pared with approximately 22 per cent in 1930; and similar gains were registered 
in other branches of the industry. 

There can be little doubt, therefore, that textile manufacturers in all 
important branches of the industry, have benefited to a material extent from 
the increased tariffs which came into force coincident with the beginning of the 
depression. That the tariff policy has been largely responsible for the main
tenance of employment at a relatively high rate, is also clear. In spite of such 
benefits, however, certain companies, particularly some in the natural silk group, 
have exploited the situation and shown a callous disregard for the decency of 
their wage scales. Investigation of some of these whose operations have been 
increasingly profitable, disclosed wage and employment conditions which can 
be described only as shocking. Fuller reference, however, will be made to the 
wage conditions in this industry in chapter v. -

The past five years have witnessed certain technological improvements within 
the industry. New automatic machinery and more efficient looms were installed 
and had a perceptible influence upon the productivity of the individual employee. 
This was accomplished, however, without a large additional capital investment, 
and the fixed assets of the various groups show no sudden or unusual increases. 

With this general picture as a background we discuss, briefly, the various 
groups into which the industry is divided, each with its own characteristics and 
trends. . 
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3. PRIMARY CoTToN MANUFjl.CTURERS. 

a. General Characteristics. 
This is by far the largest and most important group in the industry and is 

composed of a few large producers. The Dominion Textile Company, Limited, 
the largest textile concern in the country, together with its controlled subsidiary, 
Montreal Cottons, Limited, in 1933 accounted for 48'3 per cent of the total 
sales of the cotton group, or 12·1 per cent of the total of all textile companies 
investigated. The next two companies in point of size, Canadian Cottons, 

. Limited, and the Wabasso Cotton Company, Limited, together accounted for 
31·3 per cent of the cotton total, and each had sales in excess of $4,000,000 in 
1933. These are followed by five other companies, only one of which had sales 
of less than $1,000,000 in 1933. 

The industry is concentrated in the province of Quebec, where approximately 
70 per cent of the production is found. Ontario mills account for a little more 
than 20 per cent and the balance of the production comes from mills in the 
Maritime Provinces, all of which are owned and operated by the Ontario 
companies. 

Most of the manufacturing takes place in small towns and of the 29 mills 
operated by the cotton companies, only five are to be found in cities of over 
250,000 population. No less than fifteen mills are located in towns with popula
tions of under 15,000, and these consequently play an important part in the 
life of these communities. 

Of the nine companies making up the cotton group, six are public com
panies, in that their securities have been sold to the public at large; two others 
are subsidiaries of large manufacturing corporations in other industries; and 
only one company is privately owned and controlled by the group owning its 
entire capital. The combined balance sheets of the cotton companies, after 
eliminating inter-company holdings, show a total net worth of $67,000,000, of 
which bonds represent 21-1 per cent, preferred shares 16 per cent, common shares 
43·6 per cent, and free reserves and unwithdrawn profits, 19·3 per cent. On 
the whole, the financial position of the group is a satisfactory one and the several 
proportions of bonds, preferred and common shares, exhibit none of the extremes 
consequent upon excessive financial promotion. 

A large part, 67 per cent, of the output of the cotton group is sold for further 
manufacture. Of the balance which is sold as consumer goods, a high propor
tion is sold through wholesale houses. While some of the manufacturers have 
developed their own johbing outlets, the Dominion Textile Company, Limited, 
continues to employ the wholesale merchant for small-quantity distribution. 
Though sales are made direct to department stores, the independent retailer 
cannot deal with the manufacturer, a point which has some bearing on his 
competitive position. 

One evidence of the imperfect character of the competition within this 
group is the fact that the larger companies fail to compete with each other in 
certain goods. Thus, the Dominion Textile Company, Limited, does not manu
facture cotton denim, while other companies are the sale producers of other 
important lines. This means that the wholesaler, who wishes to carry a complete 
line of cottons, has to buy from all the larger companies. 

b. Earnings and Profits 
The group as a whole earned profits in each of the four years 1930 to 1933, 

although the rate of earnings on the invested capital declined sharply. The net 
profits for the four years amounted to $5,850,000 (of which over $5,250,000 was 
earned by the Dominion Textile Company alone), and represented an average 
annual rate of earnings of 2·5 per cent on the invested capital. Taking the 
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three largest companies alone, the rate of earning on the invested capital declined 
4'7 per cent in 1930 to 1'9 per cent in 1933; in 1934, however, the profits rose 
sharply and in that year represented 7·3 per cent of the net invested capital. 

While further reference is to be made to the question of textile wages, we 
should here point out that the cotton group has a fairly good record in the 
matter of employment. While not paying high wages, it appears to adopt a fair 
attitude in its employment policies, and there are no cases of unscrupUlous 
tactics comparable to those in some other sections of the textile industry. 

4. WOOLLEN MANUFACTURERS. 

In contrast to the semi-monopolistic character of the large cotton com
panies, the average woollens manufacturer is a relatively small unit. Our 
investigation covered forty companies in this field, of which the largest, Domin
ion Woollen and Worsteds, Limited, accounted for only 12·5 per cent of the 1933 
sales. While the largest company in the cotton group was much more profitable 
than the average, the largest of the woollen companies was consistently unprofit
able. 

In spite of a considerable drop in prices, the sales of woollen mills increased 
by approximately 15 per cent from 1930 to 1933. The employment, however, 
showed a 30 per cent increase over the same period, which was accounted for, 
partly by new mills and partly by increased activity of the established mills. 
The production of Canadian mills rose from 5 million yards in 1930 to 13 million 
yards in 1933. Imports from Great Britain and foreign countries declined in the 
same period from 18,400,000 to 7,800,000 yards. The increased demand for the 
cheaper lines, of which the per-employee output is considerably higher, explains 
the apparent discrepancy between the gains in employment and production. 

Out of the 44 mills operated by the companies investigated, 31 are in 
Ontario, 9 in Quebec, and 4 in other Provinces. The production of Ontario 
mills represents about 80 per cent of the total for the industry. Only six mills 
are located in large cities, and half of the total are in towns or villages with 
populations of under 5,000. 

As in the case of the cotton industry, a very large proportion of the output 
of woollen mills is sold for further manufacture, principally to knitters and 
makers of clothing. About 27 per cent of the 1933 production was sold as con
sumer goods and distributed mainly through wholesale jobbers and department 
stores. 

The invested capital of the group in 1933 was $24,000,000, of which more 
than half represented companies privately owned by Canadian interests. Three 
public companies accounted for approximately $7,400,000, and five companies 
controlled from outside of Canada JIlade up the balance, approximately 
$3,900,000. 

The group as a whole has had increasingly profitable operations from 1930 
to 1933. In the former year, profits were equal to 1·2 per cent of the net equity 
and increased to 6·6 per cent in 1933. The unprofitable operations of the largest 
company whose 1933 losses were equivalent to 8 per cent of its capital, were 
just exactly offset by the earnings of three specialty companies making felts for 
paper companies, so that the 1933 average of the remaining companies was still 
6'6 per cent of their net equity. 

The wages scales in the woollen group were considerably higher than those 
of the cotton companies. There were, however, four companies whose wages 
were exceedingly low and these were the subjects of special reports from our 
investigators. The combined employment of these mills, however, represented 
only 2· 7 per cent of the total for the group. 
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5. NATURAL SILK MANUFACfURERS. 

Our investigation into manufacturers of natural silk yams and fabrics 
covered sixteen companies, of which ten are located in towns in the province of 
Quebec with populations of under 15,000. The two largest companies in the 
group each have about 20 per cent of the total sfllee lIud the first five in point 
of volume account for over 76 per cent of the total. 

The operating statistics of the silk group reveal a marked growth through
out the depression. Between 1930 and 1933, six new mills went into production 
and the output of the group in 1934 is estimated t{J be nearly 40 per cent above 
the 1930 level. Operations were shown to have become increasingly profitable, 
net earnings advancing from 1·0 per cent on invested capital in 1930 to 5·7 per 
cent in 1933. 

As in the cotton and woollen groups, the benefits received by domestic silk 
manufacturers from higher tariff schedules are unmistakable. In 1930 nearly 
six million yards of unfinished silk fabrics entered Canada from abroad; while 
in 1932 total imports were less than half a million. It is significant that almost 
the entire increase in the invested capital of the group during the period arose 
from the establishment of three mills owned hy United States interests, one of 
which, Associated Textiles of Canada, Limited, has assumed a leading position 
in the industry. 

The silk group contains only a small proportion of privately owned Cana
dian companies. While they represent one-third of the companies, their com
bined invested capital is less than 9 per cent of the total. The Canadian public 
companies, of which there are three, account for 61 per cent of the total invested 
capital; six United States controlled companies represent 21 per cent; and one 
concern, controlled in Great Britain, accounts for approximately 10 per cent. 

The average wages paid in this industry were the lowest of any of the 
textile groups and were approximately 23 per cent below the average for the 
other nine groups or 27 per cent less than the average for all manufacturing 
industries. In the periods examined, 80 per cent of the employment was in the 
province of Quebec. While the operations of the smaller mills paying the low
est wages were not highly profitable, investigation of one of the larger and 
more profitable companies revealed a deplorable wage condition. This is reserved 
for fuller discussion in chapter v. 

6. HOSIERY MANUFACTl.'IlERS 

This group consists of thirty-two companies and presents an example of 
simple competition with no one company or group of companies dominating the 
industry. The largest company had in 1933 16 per cent of the total sales, the 
next largest only 9 per cent and each of the others 6 per cent or less. 

Nineteen of the companies operate in Ontario, twelve in Quebec and one 
in Nova Scotia. The tendency of the mills to seek small centres of population 
is less marked in this group than in those previously reviewed. More than half 
of the establishments are in towns of over 15,000 population and one quarter 
of the total are found in the largest cities. 

As in the case of other textile producers, manufacturers of hosiery have 
registered a large relative gain in the Canadian market.· It is estimated that in 
1933 domestic mills supplied over 98 per cent of the country's total require
ments, as compared with but 68 per cent in 1930. The total demand, however, 
has decreased not only in dollar value but in physical volume and the companies 
reviewed registered a gain in employment of only about 3 per cent from 1930 
to 1933. 

An analysis of the methods of distribution of the output of this industry 
shows that nearly half of the total is sold direct to the smaller ret~iler by the 
manufacturer. Chain and department stores combined took 38 pcr rent of 
the 1933 production and wholesalers 17 per cent. 

W131-at 
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The invested capital in this industry in 1933 amounted to slightly over 
ten million dollars. Four public companies played but a minor part and 
represented less than 10 per cent of the total capital. The largest single dass 
consisted of privately owned Canadian companies, arthough companies partly 
or wholly controlled by United States interests were almost as grellt in point 
of invested capital. 

The operations of these companies have tended to be more profitable from 
year to year, but in 1933 the profits of the group represented only 4·7 per 
cent of the invested capital, or one per cent more than the 1930 profits. 
Eliminating one exceptionally profitable company, the average rate of earnings 
on invested capital increased from 2·2 per cent in 1930 to 3 per cent in 1933. 

7. SYNTHETIC SILK MANUFACTURERS. 
This division contains only two companies and is distinctly monopolistic 

in form. Both companies are controlled from outside of Canada and form 
part of very large organizations which have pioneered in the development of 
synthetic silk manufacture. Courtaulds (Canada), Limited, is ownerl by 
Courtaulds, Limited, of England and produces rayon from wood fibres. While 
the patents covering the essential parte of the chemical process have expired, 
the investment required to be made in plant and machinery is so large that 
only a company of considerable resources can enter the field. The Canadian 
Celanese, Limited, owned by foreign interests, produces artificial silk from 
cotton lintels and its processes are protected by patents, which effectively 
exclude competition. 

The unit of operation is large, and each of these companies operates mills 
employing over 1,500 workers. In both cases, they are established in towns 
of less than 15,000 population and exercise a considerable influence upon the 
life of these communities. 

During the past five years, there has been a phenomenal increase in the 
production of these companies. In spite of decreases in price during the period, 
sales in 1933 were more than double those of 1929, and mill employment 
showed an increase of more than 80 per cent. This is due in part to a rlrastic 
reduction in imports but appears to arise to some extent from the wider use 
of rayon yams by textile producers in other classes. Courtaulds mllke only 
rayon yarn, which is all sold for further manufacture and purchases of such 
yard by the cotton companies increased during the past five years to a marked 
degree. The Celanese Company in the same period sold very little yarn and 
the increase in their business seems more closely related to the falling in 
imports and the popularization of their product with the buying pUblic. 

With this increase in volume, the operations have become increasingly 
profitable. In 1933, the combined net profits of the two companies represented 
earnings on the invested capital at the rate of 10·8 per cent. In view, however, 
or the heavy investment pcr dollar of sales, the net profit of Canadian Celanese, 
Ltd., was equivalent to over 24 cents for each sales dollar, and in the case 
of Courtaulds, to over 12 cents. These earnings are higher than encountered 
anywhere else in the textile industry and appear to have a definite relation 
to the absence of comp·etition in the field. 

In the matter of employment policies, both companies were found to have 
relatively good records. 

8. KNIT GOODS MANUFACTURERS. 

This group embraces 72 companies, of which 11 had in 1933 an invested 
capital of over $1,000,000 each, and together represented over 70 per cent of 
the total for all companies. The remaining 61 companies had an average 
investment of only $154,000 and included many small operators. 
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Of the 11 larger eompanies, 6 are publiely finaneed and include the largest 
single eompany in the group, Penman's Limited. This eompany operates 6 
mills and arrounted for over 17'a per cent of the sales of all eompanies in 
1933. The nen largest eompany in point of sales TOlume, contributed less 
than 7 per cent. 

The in.-ested eapital of the group in 1933, amounted to approximately 
$35,.'iOO,ooo, of .... bieh slightly oyer half .... as· represl'nted by the 6 public 
eompaniEs. Pm-ately 01rDEd eompanies numbered 62, and their eombined 
eapital made up most of the balanee, four companies of foreign ownership 
contributing 1ess than 2 per cent of the total invested capital. 

The indlL<Uy centres in the prol"int.e of Ontario where nearly 70 per <.eDt 
of the employment .... as found in a test period in 1934. Quebec had in the 
same period approximately 23 per cent and the balance was represpnted by 
mills in the ~laritime Prol"inees 16 per cent) and in the West (2 per cent). 

During the past fi.-e yeaJS, the assets of this group increased by a!lProxi
mateJy 10 per cent, but sales sbo .... ed a slight decline, due to the drop in 
pri<es .. bieh took plare during the period. Employment is estimated to have 
decreased by approximately 6 per cent from 1930 to 1933, but 1934 operations 
indicated suh,"iantiaI increases in both sales and employment. 

It rannot be said that the operations of the knitting mills have been 
profitable since the group as a nole registered net losses in the years 1930 
to 1932 inelusi-re. The profits in 1933 were equivalent to 2·{ per cent of the 
in"",--ted capital. 

9. Onml CussEs. 
Four other clas;;e;; .. ere reportal upon in detail by our investigators but 

these represent more specialired and smaller groups than those already disclL"8ed. 
FiYe carpet and rug mannfaeturers suffered a 59 per cent loss in business 

from 1930 to 1933 but, .... biIe their employment fell sharply, the wage rates in 
1933 were lrigher than any other group rene..-ed. 

Six companies .... ere reported 00 in the thread and cordage group and 
.... amination of their operating statistics revealed several significant features. 
Xearly all th""" companies hsd an in.-ested capital of over $1,000,000 but the 
one publicly financed eompany, although its capital exceeded the combined 
in.-estment in the next two printe eompanies, had smaller sales in 1933 than 
either of them. The wo printely 01rDEd thread companies were profituhle 
and in 1933 earned la'8 and 10·7 per cent, respectively, upon their invested 
eapitala. The return on ""pita! earned by the publicly financed cordage 
eompany ..-as at the rate of only 3 per cent in 1933. Other features of this 
group .... ere relatiwly bigh .... age seales and sound employment policies. four 
out of ED: companies contribnting to group life insurance schemes. 

A mL"""llaneous group of manufacturers of bags, waste, cotton batting, 
tents. a1rDings, ete. was reported upon but in view of the diversity of their 
artivities, DO operating detaiIs were submitted. The wage statistics of this 
group are, bo..-ever, referred to in cbapter v. 

The final group embraced 7 mannfacturers of specialty fabrics. While 
some of th""" operated profitably, others encountered severe losses. The group 
as a no1e repfE'i'eDted no important characteristics which have not already heen 
disew;sed. 

10. CoSCL1JSlO!f. 

In the more ~JlOl"Ia!'t ~ches of the textile industry there have been for 
BOme years ~ 8SSOCl8tions of manufacturers. A representative of several 
of ....,h 8SSOCI8tiOns appeared before the Commisoion and descrihed briefly the 
nature of the services performed. The principal purpose of the typical association 
... as stated to be the keeping of statistics and credit information. In addition, 
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however, the association acts in the interest of its members in matters of public 
relations and propaganda and regularly represents the industry in its qealings 
with government departments and the Tariff Board. 

According to the evidence, however, no attempt has so far been made to 
regulate wage scales or working conditions generally, the reason given being 
that the existing associations had not the power to control their members. We 
are forced to the conclusion, therefore, that while manufacturers are prepared 
to come togpj her for the purpose of seeking benefits or protecting their reputa
tions, they have not taken advantage of the existence of a permanent central 
organization h, promote individual operating standards or prevent exploitation 
by their member€. 

In fairness to these associations, we appreciate that any attempt to discipline 
industry through voluntary associations might drive the less scrupulous mills 
out of such associations. Thus, while still sharing in any benefits secured 
for the industry as n whole, sub-standard mills might render more difficult any 
improvement in the standards of the better mills and the latter would be called 
upon to pay the entire cost of maintaining the trade association. 

One other field in which the trade association might perform useful service 
is in the promotion of proper standards in consumer goods, eliminating dishonest 
marking and labelling, and curbing unfair competitive practices. The question 
of discipline, however, again appears and in its present form the typical associa
tion appears to have a very limited influence. We reserve our further discussion 
of textile marking and standards for the chapter dealing with the consumer. 

9. THE MILLING AND BAKING INDUSTRIES 

1. IMPORTANCE OF THE INDUSTRIES. 

Our terms of reference called specifically for an inquiry into, and an 
investigation of " the relation between the flour milling industry and the bakeries 
of the country, and the effect of such relations upon the bakery industry." For 
this purpose, the actual hearings devoted to the milling and baking industries, 
were supplemented by a special inquiry made by our investigators. In under
taking this inquiry, the investigators circularized the flour milling and bakery 
companies in order to secure certain statistical and other information and also 
visited various milling and baking companies. 

The milling and baking industries are two of the more important Canadian 
industries; in value of products the milling industry has been among the first 
six Canadian industries since the War. In 1930, the gross value of production of 
the flour milling industry, amounted to $125,000,000. The value added by pro
duction, that is, deducting the. cost of the raw material, was $22,000,000. Similar 
figures for the bakery industry were $74,000,000 gross, or $37,000,000 net. Wages 
paid in the milling industry were approximately $4,000,000 and in the baking 
industry, $17,000,000. 

2. THE MILLING INDUSTRY. 

a. Development. 
The development of the flour milling industry parallels the development of 

the wheat areas of the West. The extension of railways brought with it storage 
systems for wheat and, in conjunction with these, large flour mills designed to 
process the wheat en route to the Eastern and overseas markets. Prior to this 
development, milling had been a smail local industry, largely operated on a 
custom basis. The farmer teamed his own wheat to the mill, and the product 
was sold locally. 
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It would give a false idea of the existing picture to imply that the develop
ment of the large mills has put the small ones out of business. The small local 
mill persists and appears to hold certain competitive advantages over the large. 
Nevertheless, in 1932, of 394 flour mills operating in Canada, 22 pro
duced between two-thirds and three-quarters of tbe total flour production. Cus
tom grinding now accounts for only about 5 per cent of the total quantity of flour 
produced. 

The following table illustrates the present situation:-

CAPACITY OF MILLS AND NUMBER IN EACH CLASS, 1932 

Daily capacity (barrels) 

Over 1,200 ...... , ............................................................ . 
300-800 ..........•......................•...••.......••....••........•• 
110-275 .............................................................. .. 
1011.. ................................................................. . 

6-95 .............................................................. . 

Number 
of mills 

22 
16 
46 
49 

261 

Percentage 
of total 
capacity 

71·4 
7·6 
6·8 
4·4 
9·8 

The development of large-scale milling brought with it the development of 
equally large-scale selling organizations. 

Thougb consolidation and expansion had been under way before the War, 
the demand for food supplies by the combatants from 1914 to 1918 and the high 
prices for wheat and flour resulted in the continuance of this policy. The milling 
companies made large profits and at the end of the War, found themselves 
possessed of extensive liquid surpluses. Milling had become a major industry. 
Development continued after 1918 and at the end of the year 1921, it occupied 
first position among Canadian manufacturing industries, with nearly 7 per cent 
of the value of the total Canadian industrial production. 

It is now possible to say that, in 1921, the mills should have adopted the 
policy of applying their liquid surpluses to the writing-off of obsolete plants and 
to the reduction of the then existing capacity. Had this been done and capacity 
reduced by at least 40 per cent, it is possible that the industry might have faced 
the lean years which were to come on a better footing. The tendency, however, 
appears to have been to regard the discrepancy between capacity and markets 
as a temporary condition, and not until 1930 was any disposition shown to reduce 
capacity from the 1924-1929 level. 

b. The Effect of SurpZU8 Capacity. 
The depression thus found the industry powerless to control its production or 

to avoid the bitter competition resulting from the desire and necessity of in
dividual companies to operate to as large capacity as possible. This intensified 
competition brought general confusion which was aggravated by the fact that 
the larger companies, in their efforts to assure themselves of markets for the 
disposal of their flour, tried to secure control of the baking business in the 
metropolitan centres of Canada. Large investments made in bakeries carried 
the competitive situation which already existed in milling, into baking. Heavy 
losses were incurred and the mills found it necessary frequently to absorb these 
losses, advance further moneys or guarantee large bank loans. The condition 
of the milling industry is repeated in the baking industry: mill-controlled 
bakeries with a heavy surplus capacity, impaired capital, and extensive losses. 
It would appear that control of the baking organizations by the large milling 
units, has merely transferred to the baking industry the inherent weakness of 
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the milling. It may also be remarked .here that, as pointed out below, the 
domestic demand for flour is fairly constant from year to year and that the 
efforts of companies to increase their sales means no total increase in con
aumption and therefore no utilization of excess capacity, but at the most a 
simple transference of business from one company to another. 

We do not feel, however, that the existing unsatisfactory condition of the 
milling industry, as disclosed by the inquiries of the commission, can be attributed 
solely, or even primarily to the depression. There has been no great falling off 
in the consumption of flour as the demand for this commodity is almost completely 
inelastic. The price situation is relatively satisfactory as we shall notice later; 
nor has the export trade in flour declined as much as the exports of many other 
manufactured products. In short the present condition of the industry can 
largely be attributed to surplus milling capacity and to the failure to make the 
necessary adjustments between supply and demand. 

Surplus capacity was in existence at the outbreak of the War and, though 
as we have seen, there was a· great demand for flour during the war years, it 
cannot be said that over-expansion was solely the result of the effort to take 
care of war needs. It is equally inaccurate to state that surplus capaeity was 
the result of steps to take care of a post-war increase in exports, which was later 
wiped out by changing conditions. 

c. Surplus Capacity and Exports. 
The volume of exports of flour in the years 1922 to 1929 was in 

each year approximately the same or slightly greater than in 1918 and from 
one to two million barrels higher than in the war year of 1917. Total capafity 
in 1919 was 43 million barrels, total production 18 million, total exports 10 
million, total domestic consumption 8 million, and surplus of capacity over 
production 25 million barrels. 

If this surplus capacity was built up as is sometimes stated to care for an 
export trade, it was for an export trade which has never existed and which there 
has never been any adequate reason to believe would materialize. The tsble 
below of Capacity, Production and Exports of Flour Mills reveals the situation 
very clearly. In the fourteen years shown from 1919 to 1932 inclusive aetual 
production in nine years was less than half capacity and only in the peak year 
1924 did it reach 57 per cent of capacity. Domestic consumption remained fairly 
constant over the whole period and exports, until 1929. In exports, however, 
there is shown a falling off from 10·7 million barrels in 1928 to 5·6 million in 
1933. 
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CAPACITY, PRODUCTION, AND EXPORTS OF FLOUR MILLS IN CANADA, 1017-1934 

(Millions of B .... Is) 

Flour 
Wheat Per cent SurpiU80f Available 

No.ot Yeerly Flour Production E.ports Capacity for 
Year Mills ·Capaoityl Produotion of over Domestio 

Capacity Production eo ... 
sumption' 

1 2 3 4 • 6 7 

1917' ...•..•.....•.. .......... .......... 17·7 . ........... 8·8 . ........... 8·9 
1918 •........•..•.. .......... .......... 17·9 . ........... 10·1 . ........... 7·8 

per cent 

1919 ............... .......... 42·9 17·8 41·5 10·1 25·1 7·7 
1920 ............... ... "'582' 40·9 13·1 32·1 4·7 27·8 8·4 
1921. •.......•..•.. 39·9 15·3 38·3 7·3 24·7 8·0 
1922 ....•.......... 434 40·8 18·1 44·8 9·5 22·7 8·6 
1923 •........•..... 660 38·7 10·1 40·4 11·2 19·6 7·9 
1924 ......•..•..... 467 37·1 21-1 .6·9 11-6 15·9 9·6 
1925 .........•..... 455 36·7 17·8 48·4 10·3 18·9 7·5 
1926 ............... 442 36·0 19·1 63·0 10·5 16·9 8·6 
1927 .........•..... 431 37·0 18·8 50·8 9·3 18·2 9·5 
1928 .........•...•. 423 36·7 20·4 56·5 10·7 16·3 9·7 
1020 .......•.•.•••. 409 37·3 19·8 63·0 9·6 17·5 10·2 
1930 ....••..••.•.•. 383 35·7 1.·6 43·5 7·. 20·1 8·1 
1931. ...•.......••. 372 34·1 14·9 43·7 5·7 10·2 9·2 
1932 .........•.•... 304 36·7 14·9 44·1 5·1 21·8 9·8 
1933 ..•....•.•.•... 413 32·1 15·2 47·4 5·6 16·0 0·6 
1934 ...••....•.•••. 447 32·0 14·7 46·6 5·1 17·3 9·6 

Total 1919-1934 •••• , .......... 627·5 245·8 ·······40:.i· 122·9 281·9 112·7 
Average 1919-1934 .. .......... 37·7 17·5 8·8 20·1 8·1 

1 Yearly Capacity if calculated on a basis of 3M days to the year. 
t Capacity of mills not available for these r.ears. Separate statisti08 not collected for flour mills 

prior to 1921. Included under flour and reed mil 8. 
t Flour available for domestic consumption is obtained by deductiog Exports from Production. 

It should be noted that while Canadian exports of flour have shown a 
decline of three to four million barrels annually from the high levels of the years 
1923-28, world imports have decreased by 15 million barrels in the same period. 
The imports of the British Empire, however, have remained fairly constant 
throughout this period and the Canadian share of those imports has increased 
from 51 per cent in 1926 to 78 per cent in 1933. 

The reason for this decline of exports of flour to non-Empire countries has 
been summarized by the Commercial Intelligence Service of the Department of 
Trade and Commerce and was given to us in evidence as follows:-

(a) Restrictions imposed on the mills in regard to the milling of foreign 
wheat, and in the general matter of blending of domestic flour; (b) the spread 
in prices between Canadian and other varieties at times apparent, even where 
imports are allowed and apart from restrictions imposed by the countries con
cerned; (e) prohibitive or high tariffs, (e.g. Germany); (d) difficulty in allot
ment of foreign exchange to pay for imports; (e) purchases from neighbouring 
countries through "local" clearing arrangements or other credit facilities; (f) the 
adoption of the quota import system by some European countries, (e.g., France) ; 
(g) the desire to protect agricultural interests under government monopolies 
which cover the import of flour and to impose restrictions by the setting up of 
syndicates or otherwise, (e.g., Czecho-Slovakia). 

It is contended that the sale of Canadian flour in foreign markets creates 
a demand for Canadian wheat and thereby increases exports of the latter. The 
argument is that the demand for Canadian flour, as a result of its superior quality, 
forces foreign mills to meet the competition by grinding Canadian wheat. Most 
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Canadian flour exported, however, is blended in use with inferior flour from native 
wheats. The demand for Canadian wheat and flour seems rather to be a question 
of the amount necessary to bring the ultimate mixture up to a certain .tandard 
of baking quality. This suggests that the world demand for wheat and flour of 
the Canadian type is also comparatively inelastic and that barring absolute 
prohibition even were they more highly priced in the world market in relation 
to the prices of other wheats and flours, a certain minimum amount would prob
ably be taken by foreign millers and bakers. This minimum figure, however, 
may not be as assured or as high as was once thought likely. 

d. Surplus Capacity and Investment 
Another approach to the question of surplus capacity is shown in the follow

ing table: 

Fixed 
A ..... 
used in Daily 
busine. Daily ProductioD Fixed AssetB and 

Company plus capacity Aye~ Goodwill. per barrel 
goodwill barre 
and less 

reserve for 
depreciation 
(Thousanda 

of S) 

Daill' 
CapacIty 

Daily. 
Production 

S S • 
Lake or the Woods ....... ............... 6.321 19.300 1.100 321 S90 

~~~e:~~::::::::::::::::::::::::::: 
8.610 18.700 9.000 460 951 
2.792 16.215 1.300 171 382 
3,170 9,700 6.700 327 470 

Western Canada ............ ............. 3.622 9.000 5.400 400 670 

The effects of over-capacity may be seen in the last column of this table 
which shows that the Lake of the Woods and Maple Leaf Companies have, in 
1933, an investment in relation to average production of flour almost double that 
of Robin Hood and Ogilvie Companies. 

e. Operating Characteristics. 
(1) Volume of ProducOOn. 

Eliminating the question of surplus capacity and over-investment, the posi
tion of the milling industry compared with almost any other manufacturing 
industry in Canada, is enviable as regards actual volume of production. This 
relatively fortunate position may be seen from the fairly constant annual 
volume of production shown in column 3 in the table on page 89-Wheat Flour 
Productitm. Production in 1932 was 14'9 million barrels, approximately 2·5 
million less than the average of 17·5 for the period. It is true that the gross 
value of production has declined from $196,000,000 in 1928 to $85,000,000 in 
1932, but this is meaningless unless compared with the cost of materials used: 
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Wheat 
Flour 

Production 

an Million 
barrels) 

19U ••.......•........•.•...•.•.•...............•... 
1915 .•...•..••.•...•...•.....•........•............. 
1917............................. •...••. 17·7 
1918.... .•............ .•... ..•.•.•..• .•. 17·9 
1019..... .•..••...•..•.• ••. .••..•. .•.... 17·8 
1920................. .•.. .•.....•..•.•.. 13·1 
1921........... .•.... .•.... .•.•.•....... 10·3 
1922... .••... •••..•.... .••.. ••..•....... 18·1 
1923............... .•... .•......•....... 19·1 
1924.................................... 2J.l 
1925.................................... 17·8 
1926.... .....•........... .•... .••• •..•.. 19·1 
1927.................................... 18·8 
1928............... .•....... .•..• .•..... 20·' 
1929......... ••••. .••. .••••.•••• •••• .••. 19·8 
1930.......... .•.••.•....•.. .••.•..•...• 10·6 
1931......... ••... .•... .••• .••••••••. .•• 14·9 
1932.................... .•..• •••• .•••..• 14·9 

Gross 
Value of 
Product 

(In 
Millions 

of dollars) , 
82'0 

114·5 
224·2 
262'0 
262·8 
239·3 
194·8 
166·9 
154·9 
180·8 
187·9 
189·6 
191·7 
195·7 
181·1 
144·9 
95·7 
84·7 

Cost of 
Materials 

(In 
Millions 

of dollars) 

• 
07·2 
92·9 

183·6 
218·6 
229·8 
205·7 
164·6 
136·7 
128·5 
150·0 
163·1 
163·9 
162·7 
183·0 
150·8 
119·7 
71·8 
63·2 

91 

Value Total 
added in p~ milling 

(In (In 
Millions Millions 

of dollars) of dollars) 

• • 
25·3 . ........... 
21·6 . ........... 
40·6 . . . . . . . . . . . . 
43·9 ............ 
33·0 . . . . . . . . . . . . 
33·6 ............ 
30·2 5·1 
30·2 4'6 
26·4 4·6 
30·8 0·0 
24·8 4·4 
25·7 4·3 
28·0 "0 
30·7 4·7 
30·3 4'0 
25·2 ,·0 
23·9 3·4 
21'0 3·1 

It will be noticed from the above table that the decrease in wage costs has 
been proportionately greater than the decrease in the volume of production. It 
amounts, in fact, to an actua-l decrease in the wages cost per barrel of flour 
milled. 

(2) Conversion costs. 
Analysis of the cost structure of the milling industry is difficult because of 

the variation in accounting systems used by the various companies. The sta
tistics derived by the auditors from the returns to questionnaires, show a sur
prising variation between companies in conversion cost per barrel, and particu
larly in the item of wages. Conversion cost for the "Big Five," including 
certain warehouse coste but exclusive of depreciation, appear to have been in the 
neighbourhood of 27 cents per barrel in 1933, with a range from 25 cents to 
31 cents. Mill wage cost per barrel for the same year appears to have ranged 
from 11 cents or 12 cents per barrel, shown by the Maple Leaf and Robin Hood 
Companies, to 30 cents or 40 cents or more by some of the smaller companies, 
although it is not certain to what extent these figures are comparable. For the 
"Big Five," wage coste 8ippear to account for somewhat over one-half of the 
total cost of conversion. The following table shows the breakdown of con
version costs for the year 1933:-

BRE&KDOWN 01' Col'fVEBSION CoSTS1 1933 

"BIG FIVE" 

Salaries and Wages ..... , ..................... . 
ThIES.. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 
I ............ on ll1l~ & Ma~ .............. .. 
Repai1'8 to Buildings and Machinery.. .. .. .. .. .. •. .• .. 
Power, Lillht, Hewt am W.-.. .. .. .. .. .. .. .. .. 
Insurance--General .. .. .. .. .. .. •. .. .. .. .. .. .. .. .. 
Mli.ecol·lIweous.. .. .. .. .. .. .. .. .. .. .. • • .. .. .. 

Percen1>age of 
OOOlVersi.on DOBta 

51 
8 
3 
9 

21 
1 
7 

100 
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The importance to the mills of increasing production and the incentive to 
increasing sales even at low prices ariS'es from the fact that industry operates 
under cGnditions of decreasing costs. This is especially true of the large mill, 
where each additional in.crement of production brings a lowering of costs pep 
unit, up to the maximum capacity of the mill· The principle is worth illustrat
ing because of its effect on sales policy. 

The following table shows the variation in overhead costs per barrel with 
variation in output in a hypothetical mill, which has overhead costs of $2.50,000 
per year and a maximum capacity of 3,000,000 barrels. 

P",.Juction (barrels) 

600.000 ................................................................ . 
1.000.000 •••••.•••••••••.•••••••••••••••••••••••••.••••••••••••••••••••••• 
2,000,000 ....... , ........... , ...•.........................•............... 
8,000,000 .......................•......................................... 

Overhead 
total 

Overhead 
per banel 

• cents 

250.000 
250.000 
250.000 
250.000 

IiO 
25 
12·5 
8·3 

It will be seen that if this mill is selling 1,000,000 barrels annually in the 
domestic market and then is able to dispose of another 1,000,000 in the export 
trade, not only can it do so at a reduction of 12·5 cents under the domestic 
price, but it now has a leeway of 12·5 cent<! per barrel on its sales in the domestic 
market. 

(3) Price Spreads Betu'een Wheat, FllnI:t' and Bread. 
The following table on price spreads between wheat and flour, flour and 

bread, and wbeat and bread has been compiled from price figures provided by 
the DominioJ1. Bureau of Statistics. It was argued by a representative of the 
milling industry tbat the increased spread between wheat and flour in the post
war years might be attributed to higher wages, but this seems improbable. A 
more important factor appeaTS to be the amount realized from the sale of mill 
offals which fluctuated considerably in price during the period, amounting for 
example to approximately 96 cent<! per barrel in 1929 as against 41 cents in 1933. 
It may also be accounted for in 'Part by a variation in the cost of bags and in 
lake and rail freight rates on wheat and flour, but as no information was pre
sented to show the effect of these variations it is not clear what net return the 
mills received on an average to cover their actual expenses of milling and selling. 

There was an increase in the spread between flour and bread prices from 
2·33 cent<! per pound in 1916 to 5·13 cents per pound in 1930, which is equal 
to 4'2 centa per one and one-half pound loaf. This may, in part, be attributable 
to increased costs of other ingredients, to higher wage costs and to the expense 
of W'J'apping bread, which did not obtain in the earlier years. While the sta
tistical information available does not make possible a definite statement it 
seems likely that higher costs of selling account for a considerable part of this 
increase. 
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SPREADS BETWEEN THE AVERAGE YEARLY PRICES OF ONE POUND OF WHEAT, 
FLOUR USED IN ONE POUND OF BREAD, AND ONE POUND OF BREAD, 

1913-1933' 

Spread. between 

Year Wheat 
and 

Flour 

eta. 

1913.... ............................................ .............. 0·33 
1914................................................... ............ 0·32 
1915................................. ............................. 0·32 
1916................ ...................................... ........ 0·37 
1917.............................................................. 0·40 
1918.............................................................. 0·43 
1919..... ......................................................... 0·27 
1920..... .... .•................................................... 0·39 
1921.............................................................. 0·66 
1922.... ....... ................................................... 0·58 
1923.............................................................. 0·56 
1924.... .......................................................... 0·44 
1925.............................................................. 0·57 
1926.............................................................. 0·58 
1927 ............................................................ - 0·41 
1928.............................................................. 0·40 
1929. ... .......................................................... 0·48 
1930.............................................................. 0·80 
1931.............................................................. 0·63 
1932................ .............................................. 0·63 
1933............................. ................................. 0·64 

Flour 
and 

Bread 

eta. 

2·40 
2·31 
2·25 
2·33 
2·93 
3·67 
3·86 
4·36 
4·69 
4·25 
4·M 
4·M 
4·50 
4·52 
4·83 
6·64 
5·09 
5·IS 
4·69 
4·34 
4·04 

Wbeat 
and 

Bread 

eta. 

2·73 
2·63 
2·57 
2·70 
3·33 
'·10 
4·13 
4·76 
5·35 
4·83 
4·90 
4·78 
5·07 
5·10 
5·23 
6·45 
5·57 
5·93 
5·32 
4·97 
4·68 

1 Ca'lculated on the basis of 270 lba. of wheat at Fort William-198 lba. llour~ MODtl'eal-
270 lbo. bread in 69 locatioDB. 

f. Competition in the Ind7J.8try lit 
We now come to the question of competition between mills. It might 

reasonably have been expected that such competition would have more greatly 
reduced the surplus capacity that has persisted over so many years. Theoret
ically, it should have forced the industry to put its house in order, or by the 
elimination through bankruptcy of inefficient and high cost companies, have 
reduced the number of large mills to the point where fuller utilization of the 
milling facilities of the more .efficient would have resulted in an economically 
sound industry. 

The investigation by the auditors, however, indicates that despite excess 
capacity and the desire of mills to increase production and so lower milling 
costs by the fuller utilization of their capital, competition had not, prior to 
1932, forced prices down as might have been anticipated under such conditions. 
Indeed, in spite of the fact that milling capital had been only half utilized, 
substantial earnings were maintained by most companies throughout this period 
and, in fact, until the past two or three years. Unfortunately the form of the 
data supplied by the millers and the diversity of accounting systems makes a 
comparative study impossible. The returns filed hy the companies in answer 
to the questionnaires of the investigators include profits and losses from hedg
ing and speculation as well as from affiliated activities such as elevators, cereal 
plants, bag factories and other allied enterprises, and render impossible the 
isolation of income from milling activities alone. It is unfortunate, to say the 
least, that, in connection with an industry of such vital importance as milling, 
complex and diverse accounting systems make it impossible to analyze satis
factorily the various fact{)rs entering into the cost of flour, and hence bread. 

Although the honorary president of the Canadian National Millers' 
Association states in his evidence that the Combines Investigation Act, by 
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prohibiting price fixing, prevented the industry from getting together to improve 
conditions, there is evidence that free price competition between mills has not 
existed to the extent which might have been expectea. In fact the uniformity 
of the price lists issued by milling companies, members of the Canadian 
National Millers' Association, points to the existence of some form of price 
understanding throughout this period. 

Competition between the larger milling companies has mainly taken other 
forms, such as reaching out into the bakery business to secure an assurred 
market for flour and maintaining expensive sales organizations. 

Selling and administration costs for the Big Five alone amounted to nearly 
$3,000,000 in 1933, a little over 35 cents a barrel or 11· 3 per cent of 
the total costs. It has not been possible to extract the charges relating to 
selling alone, but it appears probable that they average about 20 cents per 
barrel and certainly not less than 16 cents, over both domestic and export 
business. When it is considered that a large proportion of the volume is export 
business obtained at relatively small cost, and a substantial amount is con
trolled bakery business obtained without any selling cost, it is apparent iliat 
the expense of selling in respeet to other domestic business is relatively high 
-probably double the figures mentioned above. For a staple commodity such 
as flour this appears excessive. It is understood that the members of the Cana
dian National Millers' Association have established a grad", relationship 
between their different brands, which would indicate iliat the development of 
consumer standards for flour should be a comparatively simple matter; we 
have therefore recommended in chapter viii that early consideration be given 
to the development of such standards believing that the effect will be to elimin
ate some of the unnecessary advertising and selling costs and stimUlate. price 
competition in the industry. 

g. Hedging and Speculation 
The quest..,s of hedging and speCUlation are of great importance in the 

milling industry. The practice of hedging all transactions insures the milling 
company against loss should a drop in wheat prices cause a fall in the value 
of stocks of flour and wheat on hand. When a milling company carries any 
wheat without having made a sale of the same quantity for future delivery 
it is speculating on the probable increase in wheat prices. Similarly, if a sale 
of flour for future delivery is not covered by a purchase of wheat for future 
delivery, the mill is speculating on the probable fell in the price of wheat. In 
order to ascertain the practice of mills in hedging and speculation a question
naire was circulated to a numbe!" of mills and from the data submitted it is 
evident that some companies, as a matter of policy, carry an open position 
on the market, in some cases long and in others, short. It is impossible, how
ever, to determine to what extent fuese operations affected the profit or loss 
of mills, though information furnished by some of the mills indicated that 
heavy losses were sustained in 1930 and 1931 through speCUlation. 

An extreme example of the effect market speculation may have on the 
financial position of shareholders' equities of a company is shown in the con
solidated profit and loss account of fue Maple Leaf Milling Company for the 
sixteen months ending July 31, 1930, in whlch this item appears:-

Losses from operations before providing reserves as shown 
below, but including losses from unauthorized speculation, 
$3,031,320.63. 

It is not possible for any mill completely to cover possible losses from 
price fluctuations by hedging but we are confronted, in this industry, not only 
with a failure to hedge completely but also with actual speculation on the 
exchanges. We feel strongly that milling companies should not be permitted 
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to make unauthorized use of their shareholders' money in this way; also that 
some form of publicity of a company's position in the market and of its com
mitments should be provided for and that such infol'Illation should be available 
at all times to the shareholders. 

h. Recommendations and Conclusions 
The recommendations for the improvement of conditions in the milling 

industry made in evidence before the Commission ranged from government 
control and nationalization to all forms of self control and rationalization, none 
of them very well worked out or coherent. The honorary president of the 
Canadian National Millers' Association indicated that, in his opinion, remedial 
measures would have to come from the industry itself, but would require some 
method of enforcement outside the industry. The following extracts from his 
evidence may be cited: 

By the Chairman: 
Q. Have you any suggestions to make outside of the industry Itself 

remedying the situation? 
A. I do not think I have, I do not know of anything I know that would 

be acceptable. 

By Hon. Mr. Stevens: 
Q. Do you think it is possible, Mr. Short, after its efforts of the last few 

years to achieve a condition of unity of opinion through action by the 
industry itself? 

A. No, there would have to be a big stick of some sort. 
Q. Do you think that if the government or parliament erected in some 

form some body of reference to which resort could be had that it would 
be of assistance to you? 

A. I think it would, if it was a body constituted in such a fashion that the 
millers themselves could have confidence in it. 

By the Chairman: 
Q. Mr. Short, if in the administration of the Combines Act, as it is or 

amended, if there was an official or a board to whom the members of 
an industry proposing to do something could submit their proposals and 
get a ruling as to whether or not it was contrary to the provisions of 
the Act, would that be of any assistance? 

A. It would be very welcome by the milling industry. 
Q. Would that apply to all industries? 
A. I imagine it would apply to all industries and help them a lot. 
Q. As I apprehend your evidence part of the difficulty is apprehension 

as to whether or not certain actions would be deemed to be an offence 
under the Combines Act. 

A. I would say positively that I have encounter~d that mentality on the 
part of millers, of more than one man in that position. 

By Mr.lls1ey: 
Q. The course of conduct always takes the form of an attempt to fix prices? 
A. That is true. 
Q. Yes, in our practice in Canada we get together and fix prices, agree to 

charge the publie certain uniform prices, and that is the kind of thing 
the Combines Act prevents them from doing, and in my judgment ought 
to prevent them from doing. 

A. And I go further than that, Mr. Ilsley, and say that it is problematical 
whether or not any agreement between the mills that did not carry wit,h 
it a pric~-fixing provision would be satisfactory to all. 
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There is nothing in the above that is very clear cut or definite 8S a solution 
for the industry's difficulties. Yet some solution must be found for milling is a 
basic industry, supplying one of the essentials of life, and it is imperative, in the 
interests of the public, that it should be operated as efficiently 8S possible. 

The evidence presented before us and the investigationS carried out reveal 
that the condition of the industry today is serious and that its solution is not to 
be found in the return of additional flour export; that the large milling corpora
tions to survive must reorganize their capital structure on a basis consistent with 
present demand and reasonable expectation; and that failure to take such steps 
can only lead, in a short time, to bankruptcy, the responsibility for which must 
then be borne by those directing the companies affected. 

Any scheme of re-organization of the milling and baking industries, if it is to 
succeed, must be based on a writing-off of the capital value of surplus capacity. 
Such reorganization may be effected by the companies themselves or will come 
eventually as the result of bankruptcies. Given conditions of free price com
petition, the latter alternative cannot be held off much longer. The best 
interests of the consuming public might be served by letting this process take 
its course; allowing the excess capacity to be liquidated and capitalizations 
reduced to a reasonable amount on which interests and dividends could be paid. 

When such re-organization is effected, free price competition between mills 
should be restored to permit the elimination of the inefficient mills and consequent 
reduction of surplus capacities. It is recognized that the period of adjustment 
would be trying, but serious ailments require drastic remedies. 

We feel that any attempt to meet the problem created by SUrpJUd capacity, 
by the establishment of production quotas and the allocation of markets with 
the retention of existing mills at half capacity, apparently contemplated by 
some of the advocates of "rationalization," would only be to perpetuate the 
existing uneconomic organization of the industry. The only gain which could 
be anticipated from such a scheme would be the savings in selling and admin
istration costs, a gain incommensurate in this case with the dangers inherent in 
the creation of a cartel or combine with a vested interest in the status quo and 
therefore committed to resisting change. 

In view of the fact that the industry has maintained a tremendous surplus 
capacity over a twenty-year 'Period, it is evident that the public and not the 
industry has been bearing the burden of its cost. There can be no possible 
argument for the government to take over this burden; it can best see that price 
competition is maintained between milling companies and allow the resulting 
situation to work itself out by the ,elimination of the inefficient. 

The only possible alternative which might be considered is, not some scheme 
of rationalization designed to save the industry at the expense of the public, 
but the complete regulation and control of the industry, or at least of the large 
mills, by the Government. If those who direct the industry persist in maintain
ing present costly structures and capacities to the detriment of the shareholders 
and, ultimately, the general public, serious consideration would have to be given 
to the acceptance of this alternative. At present, however, we feel that no 
adequate reason has been advanced to justify government intervention, and 
that it is undesirable for the Government to interfere in the internal problems 
of these large corporations. .If, and when necessary, such intervention might 
be achieved by pooling the resources of all large mills, forming one large 
company, with assets written down to the actual value of the facilities necessary 
for carrying on the industry, closing the high cost mills, consolidating selling 
and shipping organizations and allowing the industry to operate as a monopoly 
under government control of prices. It would be anticipated that the small mills 
would be able to continue in competition because of the advantages they possess 
ill their local markets, but they might be given the option of selling out to the 
re-organization at a valuation based on profitably employed capital. There is 
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no reason why a high-cost small mill should receive more favourable treatment 
on account of its smallness than is given a large mill. We do not put tbis 
forward as a recommendation but as an emergency alternative. It should be 
adopted only with full realization of the difficulties involved. 

So far as price discrimination and other unfair practices in the industry are 
concerned, the information that we received was scanty. It was alleged both 
that milling companies had sold flour at lower prices to controlled bakeries 
than to independents, and also that independents had secured lower prices than 
mill-controlled bakeries. Complaints of other forms of price discrimination 
were received but the evidence is not sufficient either to prove or disprove them. 
The control and where necessary, the prohibition of such practices can, we feel, 
be left to the Federal Trade and Industry Commission recommended later in 
this Report. 

3. THE BAKING INDUSTRY 

a. The Relation between the Milling and Baking Industries. 
Until the end of the War, ,the baking industry was one of small independent 

estsblishments, with small capital operating locally, and on the whole a stable, 
moderately profitable enterprise. After the War the small baker encountered 
serious difficulties. It is not intended to imply that the local, independent bakery 
disappeared during this period. Many of the smaller independents had retired 
from, or been forced out of operation, but the bulk of the baking business 
(between one-half to two-thirds) continued in the hands of the independents 
of moderate and large size. There has always been a fairly high mortality 
among small bakeries, as in all small businesses. 

The depression has, to some extent restored the small independent baker, 
although his condition is frequently desperate. Hard times brought the estab
lishment of numerous small shops opened by bakers who were unable to obtain 
employment with established companies. These were frequently very crude 
and labour costs were cut to a mere subsistence for the owner-operator. The 
quantity of bread produced by anyone of these would be small and their com
bined output in any locality moderate, but the sale of bread at the low prices 
necessary to dispose of their product forced the larger plants to keep their 
prices low to prevent an increase in the number of such establishments. 

The milling industry to-day controls a majority of the large baking com
panies of the country and has a financial interest in a substantial number of 
other bakeries. The mill-controlled bakeries alone supply approximately one
third of the domestic demand for baker's bread. Bakeries absorb approximately 
one-third of the domestic flour production and the existence of these inter
relationships between mills and bakeries results in the removal from the 
competitive flour market of a substantial demand for flour. 

It has been suggested to us that the existing unprofitable condition of the 
baking industry is to be attributed to this relationship because of the induce
ment to the milling undustry to expand flour sales by expanding bread sales of 
controlled bakeries. 

It is difficult to confirm or disprove this, especially as the development of 
chain-store bakeries (as distinct from bakery chains) amid the general con
fusion of the depression makes the untangling of cause and effect well-nigh 
impossible. On the whole, however, we feel that mill-control has been a 
complicating and disorganizing factor. The existing high cost of selling and 
delivery is also attributed to the competition engendered by the mill-controlleli 
bakery consolidations. 

17131-7 
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b. MUl-Controlled Bakerie8. 
The largest chain bakery organization operating in Canada, the Canada 

Bread Co., Limited, was organized in 1911. Until 1925 however, bakery chains 
were notr an important factor in the baking industry. Since that year a number 
have come into existence, most of them controlled by one or other of the big 
milling companies. 

The Lake of the Woods Company operates through its subsidiaries the 
Inter-City Baking Company and the Inter-City Western Bakeries and their 
subsidiaries, some 18 companies with plants in 14 cities, from Queb~c west. 

The Maple Leaf Milling Company, through its subsidiaries the Canada 
Bread Company, Canadian Bakeries Limited, and Eastern Bakeries Limited, 
operate some 38 bakeries in 33 cities across Canada and also controls Dominion 
Bakeries, the plants of which are leased to other companies. 

Ogilvie Flour Mills controls, through its subsidiaries, the Consolidated 
Bakeries, the Northern Bakeries, the McGavin Companies, the National System 
of Baking, and three others, Bome 40 companies operating in 27 cities. 

" Western Canada Flour Mills controls, through the Purity Companies, the 
General Baking Company, the Brusons Companies, and 8 others, Borne 25 
bakeries operating in 18 cities. 

The chain-store bakery is an additional development. In 1929, a Toronto 
chain store set up its own bakery and that store has since kept its retail prices 
one to two cents per loaf lower than other bakeries. It also brought out a 
grade two bread at a substantially lower price. In the first two years of oper
ation this bakery made substantial profits both on bread and cake. In 1932 it 
lost rather heavily on bread but made up the losses on cake. In 1933 it had 
a net loss on both. 

In 1929 also a Montreal chain-store bakery commenced operations, produc
ing one grade of bread to sell at ten cents, or three cents below prevailing prices. 
When other bakeries met this competition with grade two bread at 10 cents 
the chain store cut its price to st cents. There followed a period of competitive 
price cutting in which the chain store maintained its price position. 

"Second grade bread is, in itself, a form of price cutting, for examination 
of costs of production reveal that although the difference in retail price is from 
one to two cents a loaf, the difference in cost is not over one-half cent. 

It may be said in defence of the cutting of bread prices by chain stores 
that they can afford to sell two or three cents per loaf below the price delivered 
from the bakery" wagon. Cost of deli very and selling appear to be in the 
neighbourhood of three cents per loaf and are, of course, not incurred by the 
chain store. It is true that bread may be delivered together with other groceries, 
but the increased" total delivery costs of the store are probably not appreciably 
increased by such delivery and a great deal of bread is sold over the counter. 

The use of bread as a loss leader, and its sale below cost of production by a 
retail store in order to attract customers is, however, unfair, and if it were a 
common practice would be a serious menace to the bakery business, as the baker, 
producing only one type of product, is not able to attract customers by the same 
methods. His chief product is bread, and he has not a sufficient variety of 
other products on which a profit might be made to compensate for losses made 
on bread. 

A distinction has been made between the sale of bread at retail stores, and 
particularly chain stores, below the price delivered from the wagon, which 
appears reasonable in view of the costs of delivery and selling, and bread used 
as a loss leader. The former, in the opinion of the Commission, is a legitimate 
business practice; the latter, if it sljould become general, will require some form 
of publio regulation. . 
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c. Surplus Capacity in the Bakil'l{/ Industry. 
Surplus capacity is unfortunately as characteristic of the haking as of the 

milling industry. Information is not available to indicate when the. condition 
first came into being. The Report of the Registrar of Combines into the 
Baking Industry, 1931, shows that a large surplus capacity existed in 1929. 
The nature of the baking industry makes it impossible to secure such statistics 
of production and capacity as were obtained for the milling industry, but as 
a result of certain investigations we conducted some estimates have been derived 
which it is believed reflect the actual situation reasonably well. 

The estimates below refer to the year 1931, as this is the latest period for 
which the Dominion Bureau of Statistics has been able to provide complete 
reports. No material change has occurred up to 1933, except that the capacity 
of mill-controlled bakeries has been reduced by approximately 20 million pounds 
per annum, by the transfer of some of those bakeries back to private control and 
the disposal of plants by one of the miII-controlled chains. At the same time, 
total production of miII-controlled bakeries showed a decline of 36 million 
pounds, half of which might be attributed to the same circumstances. 

The total capacity for 92 mill-controlled bakeries in 1931 was estimated 
at 1,144 million pounds per annum. The bread actually produced ·by these 
plants, however, amounted to only 305 million pounds or 27 per cent of the 
actual capacity. The total production of bakers bread in Canada for that year 
amounted to 943 million pounds. If it is assumed that the ratio of capacity to 
production of the mill-controlled bakeries holds for the independents and chain 
store bakeries, the total capacity of all bakery plants in Canada must be 
approximately 3,000 million pounds or between three and four times the produc
tion. This estimate is probably high and may be taken as the maximum. The 
method of computation has been questioned on the grounds that it is computed 
on the basis of 24 hours per day for 304 days per annum, and that the actual 
capacity of any bakery must be in excess of average production in order to 
cope with the bread requirements of long week-ends. On the other hand, some 
bakeries have stated that despite the fact that their plants are actually operating 
24 hours a day throughout the week they find .themselves able to meet require
ments of a long week-end by forcing the plant, although at the risk of a break
down. As furnished by the mill-controlled bakeries, the estimate of "practical" 
capacity of all mill-controlled plants is about half that given above. This may 
be taken as the minimum and it may be concluded that the capacity of all 
bakeries in Canada is not less than 1,500 million pounds annually. 

The production of bakers bread in Canada has declined slightly from the 
1930 level. Figures are not available for the whole of Canada, but for Montreal 
and Ontario and the Western provinces there was a steady decline from 256 
million pounds in 1930 to 203 million pounds in 1933 in mill-controlled plants. 
It is impossible to tell how much of this decline is due to the transference of 
trade to other bakeries and how much to home baking; possibly about half is 
accounted for by an increase in home baking during the depression, as there was 
a decline of 16 per cent in miII-controlled plants in 1932 from the 1930 amount. 
Whereas for all bakeries in Canada the decline in the same period was only 5·5 
per cent. The evidence and statistics, although incomplete, indicate that a sub
stantial part of the decrease in miII-controlled bakery production in Ontario and 
Montreal was secured by the chain-store bakeries in 1931, but was lost by them 
during the following year. It appears probable that by 1933 a substantial volume 
of business had passed from the miII-controlled and chain store bakeries into the 
hands of independents. 

From the information available it is impossible to determine the relative 
importance of the influence exerted on the baking industry by the various factors 
already discussed, namely, surplus capacity, the introduction of chain-store 

81131-71 
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bakeries, the reappearance of small bakeries and the depression generally, but 
the combined effect of these and possibly other factors, during the past four 
years, resulted in price reductions, mainly in the lower grades of bread, which 
exceeded the savings that had been effected in cost through wage reductions 
and other economies, lind eventually in the sale of bread below cost in many 
centres, both by chain-store and other bakeries. 

d. Competition in the Baking IndU8try. 
In addition to over-capacity the difficulties encountered by the baking 

industry appear to have resulted from "unfair" competition and may be sum
marized as follows:-

1. The payment of low wages by certain bakers. 
2. The use of unsanitary premises and equipment by certain bakers. 
3. The sale of bakery products below actual cost. 
Recommendations made to us contemplated the licensing of all bakers, the 

fixing of selling prices, the prohibition of the use of premiums, etc. It will be 
observed, however, that practically all of these proposals are designed to insure 
a greater"protection for the bakers' investment with no additional protection to 
the consumer. 

The period of intense competition, which apparently commenced about 1930, 
resulted in the production and sale of low grades of bread at prices considerably 
less than those of the first grade bread (although, in general, the difference in 
cost and quality between the various grades was relatively small), and an 
entirely wrong idea of the worth of bread was established in the public mind. 
At present there is no uniformity in the quality of different breads on the market 
lind, except for trade names, the purchaser has no means of distinguishing 
between them. We have, therefore, included in our recommendations for con
Bumer protection in chapter viii that consumer stsndards be provided for bread 
au soon as possible. 

The surplus capacity of the baking industry was not created in response to 
a public demand, nor can it be held to have been developed to provide for future 
increased demand which might result from increased population. The construc
tion or expansion of a bakery is a matter of months, not years, and may be 
allowed to accompany rather than precede demand. The real reason for the 
creation of surplus capacity was competition amongst the bakers themselves for 
a relatively fixed amount of bread business. The public should not be required 
to support a consequent excessive investment which serves no useful purpose. 

e. Selling and Delivery Costs of Bread 
The heaviest burden placed on the public is the support of the very great 

duplication in the delivery systems of bakers. It is a common sight, particularly 
in the' large centres, to see as many as six or even more bakers' wagons on the 
same street during the course of a few hours. Bread is an everyday neressity 
and should be available to the public at the lowest possible cost consistent with 
quality, reasonable service and a fair return to employees and investors. It 
cannot be said that the excessive duplication of bread delivery system. is a 
reasonable service. 

In addition to the duplication mentioned, the evidence submitted to us indi
cates that selling and delivery costs have been burdened in recent years with 
increasing expenditures represented by the use of premiums, rebates, etc.; the 
introducing of a morning delivery service; the sale of pies, cakes and buns ~ all 
of which had the effect of raising the status of the former driver to that of a 
salesman and consequently reducing the Bize of delivery routes. These expendi
tures were apparently incurred as a result of the IIggressive competition among 
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bakers for the available business. This condition is very fully and clearly set 
forth in the McGregor Report, (1) from which the following extract is made:-

" One effect of this factor of surplus capacity which bas a bearing on 
the present inquiry is that it keeps before the management the constant 
necessity of increasing sales, and thereby leads to the aggressive sales 
policies whicb add so considerably to cost and benefit the general pullic 
so little. Most of this expensive sales effort is designed not so much to 
increase the consumption of bread as to persuade customers of rival con
cerns to "change bakers ". This can hardly be called a social henefit. 
The big bakery cannot be held solely responsible for the system. There 
is little doubt that the demand of the public, or of some portions of the 
public, for the development of such sales methods. This desire for change 
is capitalized by the shrewd sales manager: new varieties of bread are 
advertised under " catchy" names as being made by the latest scientific 
processes and as containing the last word in nutritive value; new shapes 
are turned out, bread ready sliced is introduced and special delivery 
services added, all in an effort to retain old customers and gain new ones 
from competitors. This is the kind of expensive competition to which we 
have become accustomed in connection with such articles as motor Clirs, 
radios and washing machines, with their constantly changing models, 
articles on which sales costs are high because of the time, ability and 
effort usually needed to complete a sale. There is less to be concerned 
about when this kind of competition is brought to bear upon non-essentials. 
But it is not desirable that bread, as one of the most important of the 
necessities of life, should be brought within this category. It does not 
require such selling efforts: the consumer does not need to be persuaded 
to buy bread, and should not be called upon to pay for one baker's efforts 
to persuade the public to buy from him rather than from a competitor. " 

Distinguished from other objects ()f distribution are certain essential st.aples 
such as bread, milk, gas, water and electricity, for which there is a continuous 
and regular demand, the sale of which is normally accomplished without the 
effort or expense involved in other lines of distribution. It is important thl\t the 
consumer be protected from exploitation in the sale of these essentials hy the 
maintenance of the price at a minimum consistent with adequate wages, reason
able service and a fair return on invested capital. These essentials are rela
tively more important to those with small incomes and, where income is very 
low, a small increase in price may seriously affect the standard of living and 
leave no margin for the purchasing of small comforts or luxuries. 

f. Recommendations and Conclusions . 
Regulation of wages, labour conditions and sanitary standards of bakeries 

by public authorities will accomplish a great deal to improve the situatioc in 
the industry but the two major problems, surplus capacity and its consequence, 
excessive selling and delivery costs, will have to be solved before the industry 
can be regarded as satisfactory from a social point of view. No solution ba.ed 
on production quotas and the fixing of prices high enough to pay a return on 
the present capital should be tolerated. Under such conditions the elimi'lation 
of competitive selling would be profitahle to the bakeries with no return to the 
public. It would be better to tolerate the existing situation with the expectation 
that sooner or later competition would eliminate a number of the less efficient. 

One avenue of escape might be found in the fostering of baking as a local 
industry. It has been argued, and there is much to support the view, that the 
most efficient unit of operation in the baking industry is the bakery of moderate 

(1) Investigation: into aD. Alleged Combine in the Bread·Bnking Industry in Canada, Report 
of Registrar. 
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size locally owned and operated. Certainly experience shows that a bakery 
of this type can operate economically, and that the gains from large-scale pro
duction, if any, are largely offset by increased delivery and selling charges. 

Later in this Report we recommend the prohibition of price discrimination 
between customers of the same status. This should tend to prevent the practIce 
reported of some large bakeries selling in the outside market at prices below 
those in the market nearer the bakery. The bakery in the small town would, 
therefore, to this extent, be protected against the unfair competition of his large
scale competitor. 

It is clear from the evidence that baking is still a freely competitive indus
try. We are of the opinion that, aside from the necessary regulation of sanitary 
and labour conditions, the interests of the public can best be served by main
taining conditions not only of free but also fair competition. If all bakeries 
were forced to compete on a basis of approximate equality, we feel tbat the 
"fly-by-night" and "hole-in-the-wall" bakery, which has done so much harm in 
the past few years, would be elimin!lted, and that also the local bakery would 
have a fair chance to compete against the mill-controlled corporation bakeries. 

Finally, we question the social or economic desirability of milling corpora
tions controlling and operating bakeries. It has been a disorganizing develop
ment in both industries and the sooner the mills divest themselves of their con
trolled bakeries the better it will be for all concerned. 

10. FURNITURE MANUFACTURING INDUSTRY 

1. GENERAL CONOITIONS IN THE INDUSTRY 

Our investigation of this industry was prompted by a number of com
plaints received about its depressed condition generally, and more specifically 
the effect of mass buying as a cause of this condition. The method of pro
cedure followed by our investigator was to submit a form of questionnaire to 
the industry and to supplement the information received thereby by personal 
examination in plants of manufacturers. The furniture investigation was closely 
co-ordinated with our examination of department stores, which now are the 
largest customers of the industry. 

According to the 1932 report of the Dominion Bureau of Statistics the 
industry in Canada embraced 308 plants representing an invested capital of 
nearly $22,000,000. The output in 1932 was only $12,000,000 and the 7,000 
wage-earners employed received a total in wages of but $3,250,000. Theae 
statistics reveal in a general way the depressed condition of the industry, and 
the indicated average annual wage ·of less than $500 supports the general 
impression of low wages and short time employment. 

The total of 308 plants included a number of very small units, 228 employ
ing fewer than 10 employees and having a combined production of less than 10 
per cent of the total output. We need only consider, therefore, the 80 remaining 
plants\ among which the typical establishment represented in 1932 an invested 
capita of $250,000, an annual output of $135,000 and approximately 70 em
ployees. In contrast to other industries reviewed by the Commission there 
appears to be among furniture manufacturers a relative freedom from monopol
istic development. The industry is not dominated by anyone company or group 
of companies and as a result of extreme competition, efforts to maintain profit 
margins during the past few years have been conspicuously unsuccessful. That 
the intensity of competition among manufacturers for the business of the few 
large buyers has resulted in lower wages is clear. The position of the wage
earner in this industry, however, is discussed more fully in chapter v. 

The sales of the 80 largest furniture companies feU from $29,500,000 in 
1929 to a low of $10,600,000 in 1933. An analysis of the operating statistics of 
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29 of these factories which in 1932 supplied a little over 50 per cent of the sales 
of the group indicates the major trends of the industry, as follows:-

1929 •••••..•••••........•.•......•.........•.••••.•••••••. 
1930 ••••••....•...••..••...•••..••.........•.........•.... 
1931 •.........•...............•..•.•••••••••..•••.•••••... 
1932 •••...•••.•..........•.......•.••••••••.•.••..•...•.•• 
1933 •••.•••.••••••••..••..••••..••........................ 

Sales 

• 
14.963.000 
11.537.000 
9.300.000 
6. SOO. 000 
4.651,000 

Working 
Ca.pital 

4.124,000 
3.751.000 
3.010.000 
2,625,000 

Net profit or 
Det 1088 

155.000 prolia 
518.000 loss 
664, 000 loss 
688, 000 loss 

The decrease in sales from 1929-1933 amounted to 69 per cent, probably 
because purchases of furniture are readily postponable, and, as a result of the 
losses, the working capital decreased sharply. The net loss in 1933 was equival
ent to 12· 6 per cent of sales and 10 per cent of the paid-up capital of these 
companies~ 

The physical volume of production is estimated to have decreased from 
1930-1933 by 44 per cent, as compared with a decrease of 60 per cent in sales 
value. Even while demand was normal, the productive capacity of the furni
ture industry was not well balanced, so that this sudden drop in volume neces
sitated adjustments of the most painful kind. Surprising reductions have been 
accomplished in the overhead expenses, which are estimated to have declined 
over 40 per cent, from 1930-1933, but in spite of these economies the struggle 
for survival resulted in a heavy reduction in the return to labour. It was pointed 
out that during the depression nearly every furniture factory in the country was 
threatened with losses which could lead only to bankruptcy and the efforts of 
the individual operators to remain in business resulted in the reduction in the 
general level of furniture prices well below the cost of production. 

2. MASS BUYING ANn THE INDUSTRY 

It has been suggested that the furniture industry before the depression had 
become seriously over-extended in the matter of productive capacity. Co
incident. however, with the growth of furniture factories was a concenm-ation in 
retail distribution which led to the elimination of more and more independent 
outlets. In the dty of Winnipeg during the past 12 or 15 years approximately 
one furniture dealer per annum has ceased business and at the present time there 
remains only one dealer aside from the department stores. Many of these firms 
had been established for many years, but found themselves unable to compete 
with the department stores and went into bankruptcy. Thus, while the underly
ing causes of cut-throat. competition were developing through over-expansion in 
the industry, the narrowing of the field of retail dism-ibution was proceeding 
rapidly. When the purchasing power of the public deCTeased during the de
pression, therefore, it became of paramount importaooe to every manufacturer 
to sell to the department stores. The concentration of purchasing power in the 
hands of the latter undoubtedly intensified competition and accentuated the 
severity of the necessary adjustment. 

As we have had occasion to say elsewhere, the effect of mass buying itself, 
as distinct from general economic conditions, is difliclrlt accurately to distinguish 
and impossible to measure. It is only fair therefore to recognize the conten
tion that the mass buyers-through their ability to buy in faiTly large quantity 
if the price suits them, and by prompt cash payment-have afforoed a temporary 
relief to certain manufacturera, who would otherwise have been forced to close 
down for lack of working capital and cash. The mass buyers, further, by forc
ing down retail furniture prices, may have increased generally the sales of 
furniture and therefore production and employment. But we have no informa-
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tion about the extent to which a decrease in furniture prices has or would have 
increased consumer purchases, and we have no evidence that the mass buyel's 
decreased their own gross profit margins on furniture sales, however they may 
have insisted on decreased wages for furniture workeTs and decreased profits for 
furniture manufacturers. Those manufacturers who survive the depression may, 
it is true, thank mass purchasers for this survival. But those, whose failure 
is only defeTred, may thank mass purchasers for the loss of much of the equity 
that earlier failure might have left them. 

Furniture manufacturers under present conditions are ready to aooept prices 
which they know to be too low. The more dependent they are on one particular 
buyer the more inclined are they to yield on the question of prices. The harder 
the buyer presses, the more the manufacturer gives in. When a manufacturer is 
hard-pressed he has been willing to accept almost anything the bUYeT offers, 
even to the point where he fails to recover his total out-of-pocket costs of 
materials and wages. When a sUJbstantial part of the industry adopts thi& 
course, the general level of retail furniture prices drops to a point where it is 
practically impossible to operate, even on a cost basis. 

3. CoNCLUSIONS 

In summary, this industry presents an illustration of a completely dis
organiz(ld body of producers, for the most part privately financed, dominated 
by no one organization or group of companies. The field of retail distribution 
of the industry's product is, however, dominated by a few department stores, 
giving rise to a wide disparity in bargaining power between the producer and the 
distributor of furniture. The result of such disparity, combined with over
extension of productive facilities, has been to drive prices to a point well below 
the proper cost of production with a consequent impairment not only of the 
manufacturer's capital, but of the standard of living of the wage-earner. 

A general adjustment in the price of manufactured commodities was, of 
course, necessary in view of business conditions, but there is little doubt that 
furniture prices have fallen more drastically than those of almost any other 
important industry. 

The suggestion has been made that a remedy lies in granting the industry 
the right to impose some measure of regulation upon its members. We feel, 
however, that before it can reach a healthy condition some adjustment must be 
made in respect of surplus capacity. Self-regulation should not be permitted 
to operate in such a way that the cost of carrying unneeded plants should be 
passed on to the puhlic through price agreements, production control, and such 
devices. 



CHAPTER V 

LABOUR AND WAGES 

1. LABOUR'S SIGNIFICANCE AND THEORETICAL POSITION 

1. INTRODUCTION. 

This chapter contends that the problems of labour and wages are simply 
one aspect of the more general problem of economic organization and policy. 
It stresses the social and economic significance of labour's welfare, mentions the 
theoretical considerations that explain some of the abuses revealed by the 
evidence, summarizes very briefly the present status of the wage-earner in the 
industries investigated, and proposes certain remedial measures. Underlying 
these detailed proposals is the recogoition of two general considerations that we 
should like here to emphasize: 

a. the need for greater uniformity in Canadian labour conditions, labour 
legislation, and labour law administration; 

b. the need for continuous study of the problems involved. These cannot 
be solved by any single act of legislation. Their treatment calls for 
flexibility both in the determination of minor matters of policy and 
in continuous day-to-day administration. 

The terms of reference of the Commission specifically commanded the 
investigation of-

. . . the labour conditions prevailing in industries supplying 
the requirements of such chain and department store organizations, 
and the extent, if any, to which existing conditions have been 
brought about by the purchasing practices of such organizations, 
and the effect thereof upon the standard of living of those employed 
in such industries and organizations. 

Labour conditions and standards of living in particular employments and 
places, however, are relative matters. They are relative not only to prevailing 
conditions and standards in other occupations and localities, but also to currently 
accepted notions or ideals of social decency or justice. They should be con
sidered, also, in relation to the general problem of economic organization. It 
would be quite unfair, for instance, to single out certain chain and department 
store organizations for investigation, without emphasizing that such stores are 
but one manifestation of a deep-seated social tendency towards concentration
a tendency that has been facilitated by the development of the corporation and 
shows itself, in diverse forms, in every phase of economic life and in all modem 
countries. It would be impossible, further, to investigate labour conditions and 
wage rates in such stores without comparing them with conditions and wage rates 
in independent stores and without comparing both of these with manufacturing 
and other occupations. Moreover, it would be impracticable to investigate the 
influence of purchasing policies on labour conditions without giving due con
sideration to other economic and social forces that focus on the labour contract. 

2. THE SOCIAL SIGNIFICANCE OF THE WAGE-EARNER. 

Two-thirds (2,565,000) of the total working population of Canada (3,923,-
000) are wage-earners. If agriculture, in which over a million people are 
employed chiefly as proprietors, were eliminated, the proportion would be raised 
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to nearly five-sixths. It is unnecessary to elaborate these figures or to emphasize 
further the predominant part played by the wage-earner in Canada's total 
production, or the extent to which the welfare of the country as a whole is 
associated with that of the wage-earning population. Canada's production of 
wealth and income depends on the morale and the efficiency of her workers. 

It is now a commonplace of economic thought that the significance of the 
wage-earner is not confined to his activities as a producer. Production cannot 
continue without profitable markets; business activity of every sort ceases with
out prosperous buyers. Despite the importance of certain export markets, our 
own workers constitute the biggest market for Canadian products. On the 
stability of their income and purchasing power depend the profits of business 
enterprise. On their standard of living rests the possibility of commercial pros
perity. 

3. THE THEOBETJCAL POSITION OF THE WAGE-EARNER. 

The determination of wages and of labour relations is not sufficiently 
explained by the simple repetition of the formula " supply and demand." The 
forces of supply and demand are real and important but other influences
legal, sociological, technological, political-also exert their influence on the 
terms of any labour contract. 

Mass buying, the focus of our inquiry, is one of the sociological factors. It 
is, however, only one manifestation of the growing development of what we have 
previously discussed under the name of "imperfect competition." There is a 
growing realization that the development of this type of competition modifies 
very considerably the possibility of continuing with a laissez-faire policy. 
Some social control of labour relations is necessary because of the usual dis
parity in bargaining power hetween employers and employees, a disparity 
not unlike that between the bargaining power of large department and chain 
store organizations with that of the small manufacturers with whom they deal. 
Just as a big retail organization may enjoy an advantage because it purchases 
50 to 75 per cent of the output of a clothing factory, so every employer normally 
enjoys an advantage because he purchases 100 per cent of the "output" of 
every· worker. 

Each employer starts his negotiation of the labour contract with the bar
gaining advantage of a mass buyer. The employer of even as few as fifty 
workers r.ares little whether he concludes a bargain with anyone worker. To the 
employer it means only" a little more or a little less"; to the employee, it means 
" all or nothing." "One job or none" means infinitely more than " 49 workers 
or 50 " or " 999 workers or 1,000." For this and other reasons, the worker starts 
his regular bargaining under the same handicap as any distress seller. Only by 
a fortuitous combination of circumstances wi1\ he receive the" full product of his 
labour." This is particularly true in Canada where territorial specialization 
and great distances limit the alternative opportunities of labour. What genuine 
opportunity of alternative employment has a Nova Scotian steel puddler who 
wishes to refuse the offer of the local steel company? How frequently can the 
coal miner of N anaimo run over to Lethbridge or Sydney to see if he can get 
better terms? 

Nevertheless, the development of personnel management and changing stan
dards of social justice have put an institutional brake on the employers' exploita
tion of their bargaining advantage. In the long run, the efficiency of a factory 
depends in large measure on the efficiency, stability, and loyalty of its working 
force-which depend in turn on the wage-earners' income and standard of living, 
and on their feelings of self-respect and security. Enlightened employers, there
fore, in periods of reasonable prosperity, moved alike by equity and expedIency, 
are learning to share with labour some of the fruits of social progress. Normally, 
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it is becoming exceptional in a well-managed and efficient concern to find any
thing but good working conditions, and fairly good wages and hours. 

It is otherwise in the savage rout of a business depression. Long-run policies 
fall under the pressure of imminent disaster. Only the strongest and most intel
ligent firms can avoid the slashing of wages that losses seem to demand and 
widespread unemployment to permit. 

There exists, too, always the continued threat to established standards from 
the "marginal employers." Especially in those industries, such as the manufacture 
of clothing, which require little capital, a swarm of small employers try to 
eke out an existence or to struggle upward toward security by frank exploitation 
of labour. Unfair cut-throat competition, found in most industries only in 
depression, seems to be the normal characteristics of such small-scale industries. 
They represent in the modern structure of large-scale production a survival from 
an earlier period, a survival that can threaten the foundation of the whole 
str1lcture. 

The bargaining advantage of the employer may be offset by the association 
of workers for collective bargaining. This is now recognized as necessary, 
proper, and almost inevitable. The modern corporation should conclude its 
labour contracts not with individuals, acting singly, but with individuals freely 
organized into correlatively strong associations, or unions, wisely led. When 
a corporate employer, as now commouly happens, is prepared to bargain also 
as a member of an employers' association which formulates a common policy, 
the need for trade union insistence on a "common rule" for labour, becomes 
even more pressing. 

The balance of bargaining power can also often be restored, in certain 
particulars, by labour legislation. For the protection of the worker and of the 
fair employer against unfair competition, and for the protection of the state 
and society generally, most governments have found it necessary to set by law 
minimum standards of employment terms and conditions. These may not be 
able, without limit, to improve the conditions of all labour but, if wisely drafted, 
they are demonstrably able to set a bottom level below which unrestrained 
economic and other forces may not push labour. They are in no sense a ques
tionable interference with" natural economic laws." They are simply a modifi
cation of the institutional framework within which these forces work. The game 
goes on as before, but the rules have been improved and the state, as referee, 
promises to enforce them. 

The game, however, is often wider than the jurisdiction of any single legis
lature. The products of Ontario factories must compete with those of Quebec 
and, to the extent that trade is free, with the products of other factories through
out the world. It is necessary, therefore, in drafting and enforcing labour laws, 
to give due consideration to the standards of legislation and enforcement else
where, especially in competing jurisdictions. Some jurisdictions, in fact, by the 
toleration of unremedied abuses, foster what might,. ·be called unfair regional 
competition. E."{cept for such proper variations as " climatic conditions and the 
imperfect development of industrial organization or other special circumstances" 
may demand, it is necessary for labour legislation and enforcement to be sub
stantially uniform in all the different jurisdictions or regions from which em
ployers compete. It is for this reason that we need greater uniformity of labour 
conditions in Canada itself and should endeavour to co-operate more effectively 
with the International Labour Organization which was set up to facilitate the 
achievement of such uniformity on a world basis. 

4. THE EFFECT OF MAS.~ BUYINO ON LAl!OUR. 

The evidence before the Commission proves that, in certain industries, the 
sweat shop still survives in Canada and that, more generally, unemployment 
and low wages have reduced many workers to a state of abject poverty. It is 
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difficult, however, accurately to measure the influence of mass buying on this 
situation. In another part of this report, special attention is given to the gen
eral range of problems which mass buying is alleged to have caused. In this 
discussion of labour and wages, we feel warranted in stating the conclusion that 
mass buyers-by their own cut-price sales, ·by their patronage of cut-price 
manufacturers, in some instances by the maintenance of oppressive working 
conditions in their own factories, and by their purchasing systems which force 
their own buyers to drive very hard bargains and to seek out distress selle1'&
have tended to intensify the inevitable effect of the depression on wage rates and 
working conditions. It is necessary to qualify this conclusion by stating also 
that inadequate managerial experience, ignorance of costs and unethical practices 
on the part of the manufacturers themselves, and the tolerance of inadequate 
labour legisla.tion and administration by the community as a whole, must also 
share a large part of the responsibility for present deplorable conditions. 

General economic forces outside the control of any individual or group
some extremists would say, outside the range of any social control at all-have 
produced a business collapse of almost unparalleled severity. But the resulting 
losses and hardships have not been shared by all alike. They have borne more 
heavily on certain exposed or vulnerable groups. Moreover, it is evident that 
some firms, even in profitable businesses, bave capitalized the opportunity 
afforded by tbe depression to exploit others, and that the severity of the collapse 
has been intensified by certain unfair business practices and policies. We are of 
the opinion that, both with respect to labour and wage problems and with respect 
to the more general problems of business organization, some degree of remedial 
social control is not only desirable, but necessary. 

Furthermore, it should be added that the mass buyers themselves claim 
that their business policies have tended to stabilize employment conditions 
during a difficult period. We feel, however, that on the whole, stabilization 
based on low and depressed wage levels in the long run causes more harm than 
good to labour and to industry generally. 

2. PRESENT STATUS OF THE WAGE-EARNER IN THE INDUSTRIES 
INVESTIGATED 

1. INTRODUCTION 

The industries in which we have been ordered to investigate conditions fall 
into three main groupS.1 The first includes the needle trades, the leather boot 
and shoe, furniture and baking industries. In none of these has concentration 
developed very far. In each of them, the industry is characterized by the 
continuance of a large number of small plants, where the normal bargaining 
weakness of the worker is accentuated by the fact that the employer himself 
suffers a bargaining disadvantage in dealing with large-scale distributors. The 
group is one where cut-throat competition often rules. 

The second group includes the flour milling, meat packing, fruit and vege
table canning, tobacco, agricultural implement, and rubber industries. In each 
of these, concentration has brought the entire industry under the dominance of 
a few large-scale firms, and the average unit of operation is larger than the 
average for manufacturing in general. In this group, the outstanding charac
teristic is the semi-monopolistic power of a few large firms to exploit either the 
primary producer or the worker; 

The third group is composed of trades and industries where a few very large 
and powerful firms compete with a very large number of independent small
scale concerns. This group includes the textile industries and the department 
and chain stores. 

1 Bee Annex V, Tables 29 and 30 for sim& of .. twblishment:a '6lld average annual "'1lge8 in 
.onre of the j·nduetriea inv.eetig.ated. 
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Any discussion of wage and labour conditions in 80 many industries must, 
of necessity, be brief in a report of this length. However, more detailed infor
mation on these matters, as disclosed by the evidence, is to be found in the 
reports and memoranda collected in Annex V, to which we refer the interested 
reader. 

One warning is necessary before proceeding lurther. In making compari
sons of the "average annual earnings" figures, used in certain of the sections 
below, the following facts should be borne in mind. 

In the first place, the average is greatly alfected by the proportion of 
female workers in an industry, for in almost every clISe higher wages are paid 
to male employees. Another factor of importance is short-time employment. 
In the returns made to the Dominion Bureau of Statistics, manufacturers report 
the number of wage-earners employed on the fifteenth of each month or nearest 
representative date. The sum of the monthly employment figures is then divided 
by 12 in order to get the average annual employment. Manufacturers are also 
required to report the actual amount of wages paid during the year. The average 
annual earnings per wage-earner are then obtained by dividing total wage pay
ments by the average number of persons employed during the year. Employees 
working only part of the month have, therefore, a tendency to depress the 
average for the plant and consequently for the industry. For this reason figures 
of average annual wages paid since 1930 are in most cases somewhat under
estimated. Besides the limitations inherent in averages in general, average 
earnings are alfected by both the decline in employment and the reductions in 
basic wage rates. In order to get a true picture of conditions, therefore, account 
should be taken of all the factors enumerated above. 

The defects inherent in averages in general do not, however, seriously detract 
from their utility in comparing social and economic phenomena. These defects 
are more or less common to the statistics for all industries, and average figures 
become, therefore, convenient and substantially correct measures of the changes 
in one industry as compared with another. 

2. NEEDLE TsAnES 
The first industry· to which reference will be made, and which occupied 

much of our time and attention, is one which has always constituted a problem 
to those interested in the welfare of the worker, the needle trades industry. 

Characterized by economic instability and excessive competition, with 
"contract shops" and " home workers" alongside the usual type of manufac
turer, th;s industry, though it includes many progressive and socially minded 
members, has had on the whole a doubtful record. The evidence we have taken 
shows that in many cases this record is only too well deserved. More especially 
is this true of the small contract shops, where the contractor has no investment 
in raw materials and little in equipment, because space is rented and machines 
may be hired or bought on instalments. ' 

In these small contract shops, one individual often tries to perform 
the functions of production manager, accountant, salesman, and, as might be 
expected, his standard of achievement is low. Elementary record-keeping is 
exceptional; cost ac"ounting, unheard of; personnel management, unknown. 
Intense competition is reduced to a price-cutting basis which, in the absence 
of cost records, results in either business failure or the exploitation of labour, 
or frequently both. 

Through price- and wage-cutting, these small firms maintain a precarious 
and temporary existence for themselves at a heavy social cost. Their low 
wages tend to reduce the level of wages elsewhere, to impair general purchasing 
power, and to increase relief costs. Their uneconomically low prices eagerly 
sought, if not dictated, by mass-buyers, endanger the solvency of more reputable 
and stable establishments and contribute to the general disorganization of the 
industry. 
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Normally, therefore, in the needle trades, even before the depression, 
employers suffered from unfair competition, low profits and frequent failure; 
employees, from irregular employment followed by rush periods of long hours 
and, in the absence of effective legislation or trade union control, from undesir
able working conditions and low wages. All these conditions have been intensi
fied by the depression. 

The absence of adequate records of wages and hours, although the keeping 
of these is generally required by law, and the frequent falsification of such 
records as were kept, made it impossible for our investigators to present their 
results in any uniform fashion, or for this report to summarize the conditions 
of the industry as a whole in a brief statistical statement. 

Ample evidence was secured, however, to support the following summary 
contentions:-

(1) 

(2) 

(3) 

There are extreme variatiom in wage rates; ranging from less than 5 
cents per hour in a Quebec country home-work contract shop, to 65 
cents in a Toronto union factory. These variations are of two main 
types; variations between factory levels and, even more importsnt, 
variations between provincial levels. 
There are therefore extreme and unfair differences in cost, "unfair" 
because they do not result from differences in efficiency of manage
ment. For example, the making of boys' pants cost 25 cents per 
dozen in a Quebec country home workshop, $1.50 in a union shop; 
men's suit" of comparable quality varied in direct labour cost from 
$2.26 (Quebec country factory) to $4.71 (Toronto non-union). Dif
ferences resulting from efficiency are desirable and healthy. Differ
ences that result from exploitation cannot continue to be tolerated. 
Humane consideration for labour's welfare, and economic consideration 
for the success of business enterprise alike condemn them. They pro
duce intolerable conditions of employment and life, and create intoler
able industrial chaos. In the long run, they profit not even the 
exploiter. 
Wage rates and earnings are often exceedingly low. Quebec country 
home-workers probably cannot average 50 cents per day. Male piece
workers in one large Montreal factory averaged 16 cents per hour, 
less than the minimum of 18 cents for iuexperienced females. One man 
of ten years' experience worked 70 hours per week in a Montreal 
contract shop, to earn $7 at 10 cents per hour. One mall of four years' 
experience earned $3 per week, or 5·5 cents per hour in a Quebec 
country factory. In one Montreal factory, all workers, men and women 
together, averaged 25 cente per hour. In 1932, out of 115 men in two 
thoroughly good Toronto union shops, 57 earned for the year, less than 
$800; 88, less than $1,000; only 27 over $1,000; and only 2 over $1,600. 

It is bad enough to pay such wages as these. It is adding insult 
to injury to hand them to the workers, as is often done, in pay envelopes 
which, thoughtfully provided by banks, bear such encouraging advice 
as: 

Think of to-morrow, 
Divide your pay in two, 
Take what you need to live, 
Put the balance in safety. 

If the clothing worker takes advantage of this helpful suggestion 
and "divides his pay in two," his "thoughts of to-morrow" would 
hardly be such as to recommend him to the consideration of a bank 
director. 
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(4) Hours of employment are often oppressively long. Thirteen hours a 
day, 60 hours a week, are not uncommon in rush periods. One man 
in a Toronto ladies' cloak contract shop, for nine consecutive weeks, 
worked over 16 hours per day; in this same shop, a woman often worked 
till midnight, 2 a.m. or 5 a.m. Eighteen, out of one group of 26 
Toronto factories, reported frequent overtime. 

(5) Frank exploitation of lab OUT'S weakness has been common. Evidence 
has followed evidence with monotonous regularity before the Commis
sion to show tbat, in many cases, the welfare of the worker is almost 
the last consideration that enters into the minds of employers in this 
industry. 

(6) There are frequent and continuous violations of the laws about employ
ment conditions, hours and wages. This, in spite of the fact that the 
loopholes in and unsatisfactory administration of the laws themselves, 
would seem to permit a sufficient opportunity for legal avoidance of 
their obligations. Where the law is not actually broken, these loop
holes are utilized to flout its intent and purpose. This was especially 
noticeable in respect to the n twenty per cent exemption" clause, the 
exceptions for "inexperienced" workers, and the obligation to keep 
adequate records. Factories which, by their ownership, management 
and resources, should have given the lead in the intelligent and broad
minded acceptance and enforcement of minimum wage regulations, have 
not been above evading, or in some cases, actually infringing these 
regulations. Especially is this true in respect to the clothing factories 
investigated in Victoriaville, Quebec. 

(7) Even where the physical working conditions were reasonably satis
factory, evidence was given to show that the female operatives were 
sometimes forced to work at such high pressure for continuous hours 
that the result on health and morale was deplorable. 

With a full recognition of the problems that this industry has to meet, 
problems which have existed for years and which have only been intensified by 
mass buying and depressed conditions, and, without condemning every unit in 
the industry, we cannot, in frankness, refrain from stating that the labour and 
wage conditions in this branch of Canada's industrial activity are such as to 
merit the most emphatic condemnation. They should not be tolerated in any 
state that claims to call itself civilized. 

To illustrate conditions in tbe industry generally, evidence might be given 
from that division of it which manufactures men's clothing. Because it is one 
of the better organized and less sweated of the needle trades, we can bardly 
be accused of searching for the most lurid evidence for purposes of illustration. 

The statistics that have been made available have shown us that the 
worker in tbe clothing industry can expect neither comfort nor security; in 
many cases, be can, indeed, expect only hopeless poverty. . 

The following paragraphs taken from evidence received and describing 
typical "home work" conditions in this industry, prove the validity of the 
above assertion: 

(1) Four women, with husbands helping at night, making men's pants for 
L'Amoureux at 60 cents per dozen, out of which they paid for thread 
at a cost of 5 cents per dozen, making net earnings of 55 cents per 
dozen. The daily output of these workers was from 2! to 3 dozen. 

(2) Woman with daughter making boys' short pants for L'Amoureux at 
30 cents per dozen, less 5 cents per dozen for thread. Output one 
dozen per day. These garments made under the unioD scale would cost 
at least $1.50 per dozen in labour. 
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(3) Woman making riding breeches at $1.15 per dozen. Output, five gar
ments per day. Men's four-pocket pants at 65 cents per dozen, making 
one dozen per day. 

(4) Woman making short pants for Blumenthal at 35 cents per dozen. 
Output one dozen per day. 

(5) Sub-contractor for Blumenthal receiving 80 cents to $1.05 per dozen 
for men's pants. His wife and daughter were working at those gar
ments and they stated that the work was let out to adjacent farm
houses at from 40 cents to 60 cents per dozen. 

Low wage rates in this industry are accompanied by long and irregular 
hours. In Ontario, the legal limit is 60 hours per week, which can be exceeded 
by permit from the Department of Labour. The legal maximum in Quebec, 
for women and children, is 50 hours per week, but in the busy season hours range 
from 55 to 70. 

In both provinces/ indeed, by permission in special circumstances, workers 
may be given the privIlege of working 72 hours per week. Although these laws 
are" relics of the dark ages of industrialism," and permit longer hours than 
any modern standard would sanction, they are often violated (especially by 
contractors, more especially by those in country districts) with impunity or at 
the cost of a slight fine. The laws do not apply to home workers, whose low 
rates encourage even longer hours than those above. 

Summing up, we regret the necessity of reporting that wage and labour 
conditions in certain sections of the clothing industry can only be described 
as altogether deplorable. For this condition, fundamental weaknesses in 
the structure and methods of the industry are primarily responsible. These 
weaknesses have been revealed and intensified in some degree at least, by the 
pressure on the small manufacturers of mass buying and in a very large degree 
by general conditions of economic depression. 

3. LEATHER BOOTS AND SHOES. 

This industry employs about 13,000 wage-earners; about 60 per cent male 
and 40 per cent female; about 60 per cent in Quebec and 37 per cent in Ontario; 
about 34 ner cent in Montreal and 7 per cent in Toronto. In 1931 the average 
annual wage was $764, $100 less than the average for men's clothing, $200 less 
than the average for all manufacturing. 

By its inquiry into price spreads in boots and shoes, we were led to 
investigate eight Quebec factories, from which department-store records showed 
large purchases to have been made. Results from such a limited number of fac
tories may not necessarily apply to the industry as a whole; but they so effec
tivcly confirm the suspicion of low wages suggested by the average annual wage 
figure given above that it is impossible to avoid the conclusion that a significant 
part of the industry is of the" sweatshop" type. 

In these eight factories, employing over 1,800 workers at the time of the 
investigation in March and April, 1934, female workers earned from 13 cents to 
26 cents per hour, or from $6.34 to $12.34 per 48-hour week. In those factories 
from which it was possible to secure information, the earnings of male workers 
ranged from 11 cents to 16 cents per hour, or from $5.09 to $7.68 per full time 
week. In one factory, as many a.s 86 per cent of the adult men earned less than 
$9, and 58 per cent earned $4 or less per week. In three factories, many" boys," 
aged 14 t.o 20 years, were employed at 2+ cents to 6 oents per hour. In fact, 
there was II noticeable tendency for male workers to be paid less than female and 
perhaps to displace them. In six of the factories, from 2 per cent to 20 per cent 
of the females, but from 2 per cent to 64 per cent of the males, were paid 10 cents 
or less per hour. In one factory, over 50 per cent of the 180 male workers received 
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less than the lowest minimum for apprentice females. It may have heen a 
decent respect for the opinion of mankind on the part of these employers that 
made th~m compel their workers to sign their wage receipts in blank. 

It is no surprise, in the light of these facts, to learn that the Minimum Wage 
Law is flagrantly violated. Out of the eight factories, six classified an illegal pro
portion of their workers as "inexperienced," and five paid a large proportion 
of them (35 per cent to 83 per cent), even then, less than the minimum rate. 

4. FuRNITURE. 
This is one of the industries that have suffered most heavily during the 

depression. Partly becausp of this fact and also because of the number of small 
competing plants in the industry, it provides one of the best examples of an 
industry peculiarly susceptiblc to mass buying pressure. 

We investigated 26 factories in the industry, whieh together accounted for 
more than 40 per cent of the total output. Of the employees in these factories, 
84 per cent were employed by firms where average actual weekly earnings were 
$13 or less. The average weekly earnings in each factory ranged from $3.64 to 
$14.42 and averaged about $10. This means that the average worker could 
earn only about $500 in the year 1933. Twenty-four of these 26 plants employed 
a total of 224 "boys," generally aged 18 to 19 years, of whom nearly 25 per 
cent were in factories paying $3 or less, 55 per cent in factories paying $5 or less. 
Their figures ranged from $1.68 to $6.44 per wee)<: and averaged about $4.50. 

Part of the explanation of these low earnings lies, of course, in short-time. 
Although 6 plants worked from 51 to 60 hours per week and 5 others over 40 
hours, the 26 plants averaged for six months only 37 hours per week. 

Even on a full-time basis, earnings would still have been very low as the 
figures below for hourly rates show. 

Hourly rates averaged 27 cents per hour, ranging from 18 cents to 45 cents. 
Forty-four per cent of the employees averaged less than 25 cents, and 78 per 
cent averaged less than 30 cents per hour. "Boys'" rates were, of course, 
still lower. 

5. BAKING. 

The baking industry, in general, combines the functions of both manufactur
ing and distribution, as many companies deliver their products directly to the 
consumer. The industry is also characterized by having a number of large cor
porations operating in a field in which the majority of the plants are relatively 
smaIl-scale. An analysis of persons employed in mill-controlled and large 
independent bakeries in June, 1933, showed that 55 per cent of the employees 
were classed as delivery workers and 8 per cent as wrappers, packers or shippers. 
It will thus be seen that for the larger companies the majority of the employees 
are engaged in distribution. 

During the period of 1929-32, average annual wages paid in this industry 
were $1,015. The highest average wage for all employees in the companies 
investigated by the Commission's auditors, was $24.68 per week for a company 
in Hamilton, while the lowest was $16.70 for a firm in Montreal. An analysis of 
classes of workers for which the average wage was less than $15 per week shows 
that such classes formed 47·6 per cent of the total employees of companies 
investigated in Quebec City, but not over 15 per cent for any other locality. 
Employees paid on the average less than $15 per week formed less than 6 
per cent of the total number of workers in all companies investigated. 

A special analysis of the pay-rolls for August, 1934, of a number of inde
pendent bakers in Ontario was made by our investigators to determine the num
ber of employees receiving less than $15 per week. It was found that the pro-
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portions ranged from 12·5 per cent of an employees in bakeries in Toronto to 
37·2 per cent in cities and towns under 100,000 population. It would appear, 
therefore, that the independent bakers in the smaller cities and towns have the 
worst wage record. 

6. FLOUR MILLING. 

Tbe !\verage annual wage in this industry in 1933 was $905. Tbe average 
rates of wages of employees in the plants of the larger milling companies were 
found to compare favourably witb the general level of wages in industrial 
undertakings. The average weekly earnings of full-time employees in one Eastern 
mill were found to range from $18.40 to $33.96 during a period of full time opera
tions. Unskilled employees sucb as sweepers, oilers, helpers, etc., generally 
received at least 25 cents per hour. It is understood that in many cases these 
employees are apprentices. A number of girls are employed in some mills for the 
packing of small sizes of cartons of flour. The minimum rate paid to female 
employees is based on $12.50 for a 60 hour week or approximately 21 cents per 
hour. The regular rate is 26 cents per hour, or $15.60 per week. 

All mills in Western Canada were found to be operating on three shifts of 
.eight hours each, when on a 24 hour schedule. The Eastern mills, however, 
generally operate on a two-shift basis of twelve hours each. Under this schedule 
the mill employees work the full twelve hours, but warehousemen and packers 
work ten hours per day. . In view of the current movement toward a shorter 
working week it would appear that hours of labour in Eastern flour mills are 
considerably out of line with accepted standards of a reasonable working day. 

7. MEAT PACKING. 

Though this industry, which ranks third among the industries of Canada, 
has been one of the most successful in the Dominion in weathering the depression, 
the average annual earnings declined 16· 9 per cent between 1929 and 1933, 
from $1,123 to $933. . 

Our auditors investigated hours worked and wages paid in 6 of the largest 
meat-packing companies. The result of this investigation showed that the 
highest average wages were paid in the Toronto plants with Swift Canadian 
Company leading with an average weekly wage of $22.52. The lowest average 
weekly wages found were $15.89, paid in the Hull plant of Canada Packers. 
In this plant 39·2 per cent of the employees were paid below the legal minimum 
for women in Ontario, while in the Toronto plant of the same firm, only 0·7 
per cent were paid below t.his figure. This in line with the practice of many 
firms of paying only such wages as are current in a locality, even though they 
may be operating at a profit on bigber wages paid in other centres. 

On the whole it may be said that while in some cases wages paid in this 
industry are extremely low, yet in general the workers, most of whom are male, 
are more fortunate in respect to wages than they are in many other industries; 
there is, however, no excuse whatever for any concern paying even a minority 
of its workers wages as low as some that were found in one plant of the largest 
and one of the most profitable members of the industry. 

8. FRUIT AND VEGETABLE CANNING. 

Hours of labour in this industry are regulated by the highly seasonal nature 
of the work in which packing quotas and quantity of available produce to be 
canned are the governing factors. Exclusive of certain jam factories the term 
of employment seldom runs over six weeks. 

Pay-roll tests made by the investigators showed that both piece- and time
work were common, and that in each type there was wide variation in rates 
paid and number of hours worked. 
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In 1933, both male and female time-workers were paid as low as 10 cents 
an bour, and their hours of labour frequently ran over the maximum limit set 
by the Factory Act "as permissible exemptions on matters of customs or 
exigencies of trade." 

Prior to our investigation, no records were kept of hours worked by piece
workers, and it was therefore impossible either to estimate their hourly earnings 
or to form any idea of the relationship between piece- and time-work earnings. 
Piece-work was done almost exclusively by females and rates were frequently 
established on the basis of the quality of produce after the operation. Examina
tion showed in one instance that the superintendent who determined such rates 
discriminated against the workers with the result that many workers earned 
only a few cents an hour. 

Although the Minimum Wage Board of Ontario detected a number of 
illegally low wages, and compelled restitution, infringements have not ceased 
and laxity continues with regard to the proper keeping of required records of the 
hours of piece-workers. 

Home-canning presents another problem, in that employees in this branch 
of the industry are Classed as farm labourers, to whom the Minimum Wage 
Acts do not apply. Among these workers the prevailing wage is 10 cents an 
hour or less. 

Finally it should be noted that wages form a relatively small part of 
canning costs, and, therefore, a still smaller part of the consumer's dollar which 
is spent for canned goods. A break-down of the latter revealed that direct 
labour costs amounted to only 4 cents out of the dollar. Consequently, any 
increase in wages would have only a slight effect on the ultimate price paid by 
the consumer. In fact, direct labour and raw material costs together amount 
to less than the cost of the tin can itself. 

9. TOBACCO. 

The most st.riking fact revealed by our evidence on the tobacco industry 
is the combination of low wages and high profits. 

In 1930, the average annual earnings of the workers in this industry, $662, 
were the third lowest in the forty industries for which the Dominion Bureau 
of Statistics published data. Since that date, they have declined to as low as 
$555, which can be attributed to a 17 per cent decrease in the volume of employ
ment and to a decrease in basic wage rates. For the tobacco industry generally 
in 1933, wage-earners received an average of $10.67 for a 44·7 hour week. Two 
manufacturers hold a predominant position in this industry and must bear the 
major share of the responsibility for the low wages which characterize it. 

Certain figures for the Imperial Tobacco Company, which is by far the 
largest single unit in this industry, are of special interest. In 1931, net profits 
were $5,914,079 and factory payrolls were $3,430,952, or 58 per cent of net 
profits; in 1933, factory pay-rolls totalled only 52 per cent of net profits. 

While workers in this company were being paid such low wages, an average 
of twenty-eight chief executives received in salary and bonuses $616,318 in 1931, 
$506.982 in 1932, and $421,388 in 1933. With particular regard to the bonuses 
paid to these executives, the following company by-law should be noted:-

Five per cent of the net profits as above defined shall be avail
able for distribution among the president, vice-presidents and 
directors in such proportion as the president and vice-presidents 
determine. 

The extent of the reduction in earnings is shown by the fact that 517 
employees in the Granby plant of this company received an average of $10.64 
per week during October, 1933, or 24 per cent below a similar period in 1931. 

In the Macdonald Tobacco Company, undivided profits at the end of 1933 
stood at $594,432, notwithstanding the withdrawal of $260,000 annually by the 
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president since 1930. In 1933, 1,355 male and female employees of this firm 
received an average weekly wage of $12.80, 8 per cent less than the 1929 average. 

Figures such as these tell their own story. 

10. AGRICULTURAL IMPLEMENTS. 

The depressing effect of bad conditions in this industry on labour's welfare 
is shown in a decline between 1929 and 1933 of 73 per cent in the total number 
of workers employed, and of 79 per cent in salaries and wages paid. Average 
wages, however, though they have decreased 32 per cent since 1929, compare 
favourably with the average for all manufacturing industries. 

In this connection, an interesting fac~ne which shines brightly in com
parison with certain other industries-is that in ten small companies investi
gated by the auditors the percentage drop in executive salaries was greater 
than that of factory workers. The reverse, however, was decidedly the case in 
respect to the four large implement companies investigated, though it should 
be added that the wages paid by the four large companies were higher than those 
paid by t.he ten small ones. . 

Average yearly rates show a great variation, from a high of 52 cents per 
hour in Hamilton to a low of 30 cents in Aurora, Ontario. Six of the large 
firms averaged 40 cents per hour or over. On the whole, hourly rates, in com
parison with certain other industries investigated, are quite good. 

11. RUBBER. 

rhe significance of the rubber industry for this particular section of the 
report Ii.s in the fact that, despite a tremendous loss in business, it has been able 
to avoid the ruthless price- and wage-cutting that have characterized some indus
tries previously discussed. 

From 1929 to 1933, the gross value of all products decreased 58 per cent; 
the number of employees, 42 per cent; total pay-rolls, 54 per cent. This decline 
can be attributed in part to a semi-monopolistic policy of price maintenance and 
should be considered as one of the costs of any such system of price-control. 

Wage statistics were obtained from seven tire factories, employing 1,658 
men and 127 women wage-earners, and from nine rubber footwear firms employ
ing 2,327 men, 1,676 women and about 60 youths under 18 years af age. They 
show that hourly rates for males ranged from 47 to 60 cents in tire factories and 
from 32 to 43 cents in footwear. This would mean weekly wages, on a 44 hour 
basis, ranging from $20.68 to $26.40, and $14.08 to $18.92, respectively. 

Hourly rates for females ranged from 29 to 36 cents in the tire industry and 
from 24 to 34 cents in the rubber footwear. 

In 1933, actual annual earnings for men averaged $1,046 in tires, $811 in 
footwear; for women, $610 in tires, $514 in. footwear. 

12. TEXTILES. 

The labour and wage evidence on this industry was secured through ques
tionnaires sent to the members of the industry by our auditors. It was obvi
ously impossible to examine the records of the hundreds of factories in the vari
ous branches of the industry. The evidence received by the Commission is 
therefore not exactly the same basis as that received in respect to chain and 
department stores. Nevertheless, we feel it provides an authoritative and compre
hensive picture of wage conditions in the industry. All the various divisions were 
covered, e.g., primary cotton, wooUens, silk (natural), hosiery, silk (artific,ial), 
knit goods, carpets and rugs, thread and cordage, bags, waste, tents, awnmgs, 
ete., and specialty fabrics. 

The average annual wage paid in all divisions of the industry in 1933 
amounted to $674. The highest was paid by the artificial silk induslry, $821, 
while the natural silk industry had the lowest, $600. Primary cottons, woollens, 
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artificial silk and thread and cordage were the least effected by the depression, 
their decline in average annual earnings ranging only from 4 per cent to 8 per 
cent. Earnings in ·the carpet industry were the most affected, having declined 
30 per cent. Details for each industry are given in the tahle following: 

TEXTILE WAGES, 1931h"l8 

(A VBllAGB ANNUAL WAGE 01' FACTORY WOIlDRS, SVPBlUN'DND.m'B EXCLlJDB1). ALL PBOVINCB8 

Percentage 
decrease in 

Group 1938 '1932 1931 1930 earnings, 
1931h"l3 

S $ S $ 

A. Primary cotton .............................. 660 690 609 692 4·6 
B. Woollens ..................................... 728 719 761 7.6 3·7 
C. Silk, natural. ................................ 600 636 718 691 13.2 
D. Hosiery .................. '" ................ 70~ 725 768 701 11.8 
E. Silk, artificial ............................... 821 859 000 885 7.2 
F. Knitgoods ................................... 658 674 739 772 14.8 
G. Carpets and rugs .••.•..•....•.........••.••. 733 825 897 1054 30.4 
H. Thread and cordage ........•............... 801 856 842 876 8.2 
I. Bags, waste. batting and wadding, tents, 744 754 804 885 15.9 

awnings, etc. 
J. Speeialty labrics ............................. 767 794 863 981 21.8 

The highest average hourly wages of all the textile industries was 36 cents 
paid in the carpet and rug division. However, due to the drop in the physical 
volume of production with the resulting short-time employment, this division 
stood only fifth in average annual earnings. The lowest hourly wages were 
paid by the natural silk industry, the average being 24 cents per hour. This 
industry paid the lowest wages in all classes from adult males down to girls under 
18, whereas, in the carpet industry, both adult males and adult females received 
the highest rates of pay, 43 cents and 29 cents per hour, respectively. Average 
wages in tbe primary cotton industry, which is the most important of the group, 
were only 27 cents per hour as compared with 29 cents for woollens, 30 cents 
for hosiery, 29 cents for knit goods, 33 cents for artificial silk, 34 cents for thread 
and cordage, 30 cents for specialty fabrics and 35 cents for the miscellaneous 
division. In connection with these wage rates, the proportion of male employees 
should be noted. In the primary cotton industry the proportion was 66 per cent, 
for woollens 57 per cent, hosiery 42 per cent, and knit goods 39 per cent. The 
primary cotton industry employed the highest proportion of male wage-earners 
but, despite this fact, paid lower average wages than either the woollen or hosiery 
and knit goods industry, where the proportion of male workers was much lower. 

In Ontario, the artificial silk industry, with an average of 38 cents per hour, 
paid the highest wages, while the lowest was paid by the natural silk industry, 
with 29 cents per hour. This may result from the different ratios of male to 
female employees in these two branches of the industry: in artificial silk 63 per 
cent of the employe~s are male; in natural silk, only 40 per cent. 

In Quebec, the highest rates were received by the employees of the bag, 
waste, batting and wadding, tent and awning division. This was 33 cents per 
hour as compared with the lowest hourly rate of 23 cents paid in the natural 
silk industry. With one exception, average hourly wages in Quebec are lower 
than those prevailing in Ontario. Average rates in the other provinces were in 
some cases higher than those prevailing in either Ontario or Quebec. 

A study of the separate auditors' reports discloses interesting and, at times, 
depressing labour and wage conditions in those comparatively profitable branches 
of Canadian industry. 

The cotton textile division has, it is true, maintained a greater stability 
both in employment and in wage rates, than have most industries, but even 
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here, the average annual wage has fallen from $721 in 1930 to $685 in 1933. 
The level in the industry at best has never been a high one; indeed in 1932 it 
was 20 per cent below the general level of all industries. It is also interesting 
te note that, though there has been an actual increase in physical volume of 
production in the industry since 1930, there has been a decrease, apparently 
for technological reasons, of 6 per cent in volume of employment. In the three 
largest cotton companies, wage rates in February, 1934, were 5 to 7 per cent 
lower than in 1930. 

The situation in the cotton industry is not a bad one, but it must be related 
to the favourable conditions under which it operates, and te the profits it has 
shown. . 

The woollen division, including carpets and rugs, has been able on the whole 
te resist the full force of the depression and this has reliected itself in labour 
and wage conditions which are comparatively good. There are, however, some 
firms paying wages that are fair neither to their workers nor to the more 
progressive members of their own industry. 

The silk industries should, at least, have relieved the picture of low wages 
that was presented to the Commission. Here, employment, production, profits 
and teW wage bills had increased through the depression. Notwithstanding, 
there was a drop of more than 8 per cent in wage rates between 1929 and 1932, 
for which the natural silk industry was primarily responsible. In some natural 
silk mills, wage conditions were deplorable. 

In an industry with all the advantages that this one possesses, there should 
be no room for even a small factory, such as the M. E. Binz Co., Ltd., Mont
magny, Que., where in February, 1934, the average wage-rate for all male 
workers was 10 cents per hour; where 93 per cent of all male workers in 1934 
were paid less than the minimum rate for female workers; where, on a 55-hour 
basis, the average full time weekly earnings in 1934 for male and female 
employees was $5.72. 

Almost equally bad are the conditions in the Associated Textiles of Canada, 
Ltd., Louiseville, Que., a United States controlled company, which accounts for 
more than 20 per cent of all the natural silk sales in Canada; and over 19 per 
cent of the tetal employment in this group. This company has been increasingly 
profitable since it began operations in 1929; net profits amounting in 1933 to 
11 per cent on sales or 24 per cent on invested capital. Nevertheless, average 
weekly wage rates in this company, based on a 55-hour week, in the two weeks 
ending February 25, 1934, were male employees, $13.43, female employees, $9.73. 
Ninety male and 130 female workers were paid at rates below $8 per week. 

Of the female workers, 101 out of 265, were paid below the legal minimum, 
though the margin of under-payment was usually slight. Another apparent 
infraction of the law was found in the fact that at the time of investigation, 
the number of inexperienced female workers was 157 out of 265, though the legal 
limit is 50 per cent. 

As compensation for the above conditions, the employees have a social club 
which they support by their contributions. 

The record of certain silk facteries in Quebec, in respect to violations of 
the minimum wage laws is not unworthy to be put alongside the worst examples 
in the clothing industry. One profitable factery showed apparent infractions in 
February, 1934, for 101 out of 265 female workers. 

The natural silk industry also provides a graphic illustration of the genel'al 
condition of wage-level variations between Ontario and Quebec. In spite of the 
fact that 40 per cent only of the workers in Ontario are male, as against 60 
per cent in Quebec/ the average wages of all employees in the former province 
are 18 per cent higner than in the latter. 

In the hosiery and knit goods section, labour conditions, in view of the 
general economic situation, are probably not much worse than could be expected, 



LABOUR AND WAGES 119 

with an average hourly rate for all employees in Fehruary, 1934, of about 29 or 
30 cents. There is, however, a more than usually striking variation between 
mills, to be accounted for only partly by the difference in the nature of their 
production. For instance, the lowest rate per hour in t·he group was 12 cents; 
the highest, 40 cents. The record was, as usual, worse in Quebec than in 
Ontario. Average weekly full-time earnings in several firms where a special 
analysis of earnings was made, ranged from $6.16 to $13.15. All of these firms 
operated on a profitable basis. In the case of the lowest paying mill, The 
Butterfly Hosiery Co., Ltd., annual earnings dropped from $668 in 1932 to $349 
in 1933. By a permission of the Minimum Wage Board of Quebec, dated 
August 11, 1933, this company was enabled to classify most of its female 
employees as inexperienced and pay them, with two exceptions, princely sums 
of $3 and $4 per week. 

Miscellaneous textile industries present much the same picture. Conditions 
in the thread and cordage division were somewhat better than the average in 
other divisions, with an average wage-rate for all employees for all provinces 
of 34 cents per hour. The company in this group which paid the second highest 
average wage had also the second highest net profit. In the bags, waste, tents, 
etc., division the only unusual, indeed unique result disclosed was a higher 
average rate for all workers in Quebec than in Ontario. The specialty fabrics 
group, though employing much the largest proportion of male help, showed only 
the third highest average rate. 

13. DEPARTMENT AND CHAIN STORES. 

The Commission, through its auditors, made a thorough investigation into 
the wage and labour situation in department and chain stores. The results of 
that investigation are analysed in detail in Annex V, Tables 53-90, but some 
general observations may be made. 

a. Department Stores 
The department • .stores and mail order houses are among the largest 

employers of labour in the retail field. Slightly more than 10 per cent of the full
time male employees and almost one-third of the female employees covered by 
the Census of Merchandising of the Bureau of Statistics, were reported by 
department stores or mail order houses. These establishments employ experi
enced and inexperienced workers, youths and adults. 

In the two Toronto department stores, as was perhaps natural under pre
vailing conditions, the wages of the female employees in April, 1934, tended to 
group around the legal minimum of $12.50 per week. In Eaton's 54 per cent, 
and in Simpson's 53 per cent of the female store employees received over $10 
but less than $13 per week. At that time more than 50 per cent of the male 
store employees in both firms received more than $19 per week. 

In the Montreal stores, wage rates were considerably below those in Toronto, 
with the following percentages of female employees receiving less than $13 per 
week. 

Per cent 
Dupuis Frares. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 91 
Eaton's........................................... 69 
Simpson's ....................... '. . . . . . . . . . . . . . . . . . 60 
Ogilvy's . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56 
Morgan's (less than $50 per mo.) . . . .. .. . .. . .. . .. .. .. 73 

In Freiman's, Ottawa., only 2 per cent of the female employees received less 
than $12 per week. 
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The proportion of male help in Montreal stores receiving $18 or more per 
week was:-

Per cent 
Eaton's........................................... 39 
Ogilvy's . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48 
Dupuis Freres . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48 
Simpson's ......................................... 56 
Morgan's (more than $80 per mo.). .. . . . .. . . . . .. . . . . . 40 

In Freiman's, 79 per cent received $15 or more per week. Wage levels in 
hath Winnipeg and Vancouver were somewhat better tban in Toronto. 

Average earnings in the large stores, as in their mail order houses, while not 
high enough to warrant any particular satisfaction are, it would seem, at least 
as high, and probably somewhat higher than the average prevailing in retail 
distribution generally. They have, of course, decreased during the depression. 
Reductions between 1930 and 1934 ranged from less than 1 per cent in the case 
of female sales clerks in Dupuis Freres to 25 per cent for Simpson's in Montreal. 
The reductions for male sales clerks during this period ranged from 3 per cent 
for Dupuis Freres to 26 per cent for Simpson's in Toronto. 

The department stores employ many part-time employees, some of whom 
work regular hours earh day or week, while others are used at rush periods or 
for sales. There seems, however, to have heen little tendency for the proportion 
of such employees to increase during the depression. In fact, in some stores 
their relative number decreased in recent years. 

Generally, the nominal hours of labour for department store and mail order 
employees average 48 hours per week. In addition, however, employees are 
expected to be on hand from 10 to 20 minutes befote the store opens and for 
about the same length of time after the store closes. The practice of having 
shorter store hours during July and August was becoming fairly well established 
prior to the depression, but during the past three years, some stores abandoned 
some features of this policy, such as all-day closing on Saturday. On the other 
hand, department store employees are required to work long hours during the 
Christmas rush. It would seem that, by common agreement among the depart
ment stores in eachcitYh 

the hours of labour of their employees could be pro
gressively shortened wit out seriously affecting sales volume. A progressive 
policy of this character would serve as an admirable guide for other branches of 
retail trade. 

Efforts seem to have been made hy several of the larger companies to 
establish scales of minimum earnings for married and unmarried men and to 
effect reductions in earnings in such a way that those with the bigher earnings 
have borne the greater share of the decreases. On the other hand, the past four 
years have demonstrated that greater protection should be afforded workers in 
department stores against the too rigoroW! application of policies designed to 
maintain busine .. profits or to avoid losses. The decline in business from 1929 
to 1933 has caused quite large reductions in the staffs of most department stores 
and mail order houses, and many of the employees who were retained have 
not been able to secure a full year's employment. Thus, while conditions of 
employment are as good or better than those which prevail generally in retail 
trade, this is far from saying that they conform to any advanced standards 
of employee weifare. 

b. Chain Stores 
We secured evidence on wages and labour conditions in a number of the 

leading chain store companies. The typical chain store system of operation, with 
centralized control on the one hand and multiplication of branches on the other, 
has frequently given rise to serious labollr problems. The manager of the branch 
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store has been held responsible for the efficient operation of his unit but has 
been given no power to determine merchandising policies. His responsibilities 
for store inventories and operating ratios are generally so onerous that, when 
pressure is brought to bear by the central management, the store employees 
often suffer. 

(1) Food Chains 
Food chains are the most important group in the chain store field. The 

average weekly earnings of full-time male employees (including managers) in 
the Ontario division of the companies investigated ranged from $15.16 per week 
in the company with the lowest average, to $23.99 per week in the company 
with the highest. Excluding managers the average wage was from $9.31 per 
week to 516.48. The average weekly wage of female employees in the same 
divisions ranged from $10.64 to $15.38, and was to a great extent determined 
by the scales set by the Minimum Wage Board of Ontario. In three of the 
larger companies the average weekly earnings of female clerks were higher 
than those for male grocery clerks. 

Average weekly earnings of employees in the Quebec divisions of food chains 
were considerably lower than in the Ontario divisions. While three companies 
operating in Ontario had more than 48 per cent of their male grocery clerks 
receiving less than $10 per week, only one company had more than 20 per cent 
of its female employees in this class. In the Quebec divisions three companies 
had 50 per cent or more of the male grocery clerks receiving less than $10 
per week, but three companies had also 25 per cent or more of their female 
employees in this class. 

As the following table shows male wages ranged from $16.48 per week in 
Loblaw's down to $7.65 in the Quebec division of Dominion Stores; female 
wages from S15.38 to $9.01 in the same firms, respectively. 

FOOD CHAINS, AVERAGE WEEKLY WAGE, 1934, BY COMPANY AND SEX 

(ALL EIIPLOYUS, ExCLtJDING MANAGBBS, SELJDCTm) WBBES IN SPRING OJ' 1934) 

Ontario 
Name of Store 

Quebec 

Mal. Female Male Female 

$ $ $ $ 
Great Atlantic and Pacific Tea Company, Limited.. . 11.72 12.57 7.60 9.33 
Carrolls Limited.................................... 9.31 10.64 ....................... . 
Dominion Storea. Limited............ ... ...... ...... 9.53 10.85 7.65 9.01 
Loblaw Groeeterias ...................... '........... 16.48 15.38 ....................... . 
Stop and Shop Limited.............................. 9.78 12.50 8.54 9.59 
T. Eaton Groceterias, 12 Representative Stores only. 14.38 11.9'2 ....................... . 
Steinberg'S Service Stores ............................................ _....... 14.55 12.0' 
Thrift Stores. Limited ............................. ~. .... .•...... ....•....... 7 73 9.40 

We also received, by replies to voluntary questionnaires, information on 
wage rates and hours of labour of employees in a number of the larger inde
pendent grocery and combination stores in Ontario. While a complete com
parison cannot be made between chain and independent store figures because of 
the differing nature of occupations in the two types of store, and because of 
the selective nature of the" independent" investigation, it was found that for 
occupations called by similar names the independent stores reporting were 
paying higher wages than chain stores. 

Hours of labour of employees of food chains are longer than any worker 
should be asked to endure. They commonly exceed 60 hours per week and in 
many stores often reach as high 8S 80 to 84. EvideMe was produced to show 
that the food chain with the worst wage record of those we investigated had 
also the worst hours record. The store working hours of this company averaged 
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70 per week, to which considerable overtime should be added. There is no 
excuse whatever for conditions such as these. In evidence before us, chain 
store officials frankly confessed that these hours were much too long. That 
they are unnecessary, is demonstrated in those communities which have early 
closing laws and provide for II weekly hlilf-holidllY for store employees. 

An educational campaign is required to focus public attention on the hours 
of labour in retail stores. If this fails to achieve the necessary reform by 
municipal action, then the provincial or Dominion Government should intervene. 

(2) Variety Store Chai718 
Variety store chains employ far more female than male employees lind 

IIlso engage a considerably higher proportion of permanent, regularly part-time 
female workers than is common in other fields of trade. This policy is distinct 
from that of bringing in a few extrll workers during peak periods. It is a 
regular employment policy of so staggering hours that a great many workers 
are regularly employed only pllrt-time. For instance, Metropolitan Stores bad 
only 297 female sales clerks on full-time, but 937 on part-time; Woolworth's, 
1,373 full-time, 936 part-time, Kresge's, 469 full-time, 527 part-time. This is 
the worst feature of variety store operation. Girls are kept on call, uncertain 
whether and when they will get work. Although they thus lose the opportunity 
of seeking other employment, they receive far from regular work and adequate 
earnings. In Metropolitan stores the part-time workers averaged only $4.30 per 
week. In our considered opinion this employment policy merits emphatic con
demnation and should be drastically changed. 

The average earnings of all male employees (other than managers) in four 
variety chains ranged from $7.34 per week for the company with the lowest aver
age, to $19.90 for the company with the highest. While the earnings of such 
employees were lower in variety chains than in department stores, they were 
slightly above the averages for food chains. 

It was fouad that in three of the larger chains from 65 to 73 per cent of the 
female employees received between $10 to $15 per week. Less than 10 per cent 
received more than $15, and from 22 to 24 per cent received less ,than $10. One 
variety chain, operating almost entirely in Quebec, paid more than 10 per cent of 
its female employees under $5, and 90 per cent under $10 per week. 

When the Commission expressed its feelings about the wage conditions in this 
chain, the president could only reply, "The girls were content." While girls 
were working at these wages, the company was also content. It declared an 
80 per cent stock dividend. 

The variety chain evidence showed in an interesting way the effect of the 
absence of Minimum Wage laws on sweated conditions. One chain operating 
across Canada paid 88 per cent of its full-time female clerks in the Maritime 
Provinces, and 72 per cent in Quebec below $10 per week. There was no minimum 
wage order covering them at that time. In Ontario, the Prairie Provinces and 
British Columbia, where there were such orders, only 5, 3, and 0 per cent, 
respectively, of the full-time female clerks received below this figure. 

In one chain 18 female clerks in Ottawa drew an average of $10.77 per week; 
in Quebec, 18 in a similar sized store in the same chain drew an average of $6.23. 
The president plaintively explained, " It was the minimum wage." 

The excuse given by most executives of chain stores for these low wages was 
inability to pay more, much as they desired to. This would hardly apply to the 
largest variety chain. In 1932 it made a net profit of $1,800,000. This money 
went to New York. A 10 per cent wage reduction went to thousands of the com
pany's employees in Canada. 

Employees in variety chains commonly work about 50 hours per week, 
although the auditors' reports show that some employees are employed after 
store hours arranging stocks or displays. In view of the sustained profits 
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received by the largest of these chains the continuance of long hours for its 
employees must be emphatically condemned. Conditions of employment in 
variety chains should be at least as good as they are in department stores, and a 
reduction in their hours of employment should not be delayed. 

(.'1) Drug Chains. 
Only two drug chains were investigated by the Commission. The wage 

rates of employees in these two companies compared fairly well with those 
reported by independent drug stores in Ontario from which the Commission 
secured voluntary statements, and also with census data on wage-earners in the 
drug and toilet preparations trade. 

In both independent and chain drug stores the hours of employment were 
unduly long, generally averaging 60 or more hours per week. In part, this 
long worIcing week is due to the necessity of providing the public with adequate 
drug services, but to a considerable degree it is due to the modern practice of 
maIcing the drug store into a convenient shopping centre for all kinds of goods. 
The immediate remedy for long hours in drug stores would appear to lie in the 
extension of the shift system, so that sufficient employees are available to render it 
unnecessary for any worker to remain on duty for long periods. 

c. General Observations on Labour and Wage Conditions in Retail Distribution. 
The labour policies of many chain-store companies appear to have been 

characterized by close control in the matter of wage costs but a lack of sympa
thetic direction in the application of these wage policies to the conditions of 
the workers involved. The excuse that such direction could be safely entrusted to 
the local management has clearly been shown to be inadequate by the conditions 
that t,he investigations of the Commission have revealed. The inevitahility of the 
development of abuses in the circumstances should have been recognized from 
the start by the central management. That no steps were taken to change these 
circumstances and guard against the results that have been revealed must, from a 
social viewpoint, be regarded as a dereliction of duty on the part of the execu
tives of many chain store companies, howeve~ profitable the policy may have 
been to the shareholders. 

We have found that the position of the worker in the department and chain 
store fields is a particularly defenceless one. In both, but especially in chain 
stores, the use of large numbers of relatively young and unskilled persons pro
vides a labour force that has very little bargaining power. 

In chain stores this weakness is accentuated by the multiplicity of units, 
each of which has only a few workers, and by the efforts of the central manage
ment to provide incentives for local managers, which divorce their interests 
from thos!' of the workers under them. 

While the considerations outlined in the preceding paragraphs apply, in the 
main, to workers in independent stores also, the direct relationship between 
owner and workers may introduce here a compensatory feature into labour 
relationships. The close contact between employer and employee often gives 
the employer an interest in the welfare of the worker and a desire to do as well by 
his employees as business conditions will permit. This does not imply that the 
independent proprietor will operate his business as a philanthropic institution, 
but that there is an incentive for him to pay his workers more thaD the minimum 
that the depressed state of the labour market would permit. A partial substitute 
for this personal relationship has been provided by the welfare policies of certain 
department stores-mutual benefit associations, group insurance, sick leave, pen
sions and other devices of this sort, sometimes at a sizeable cost to the employer, 
modify the impersonality of the usual contract between the individual worker and 
the large corporation. 
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The ~eparation of ownership from management in chain stores and the direct 
incentive to local managers to disregard the welfare of store employees in the 
interest of higher profits and higher managerial earnings, means that wage rates 
of employees in chain stores are all too likely to be set at the lowest level for 
which recruits can be secured from the army of job-seekers. In fact, the absence 
of any personal relationship between the central management, which determines 
operating standards, and the employees in the stores tends to render the central 
management oblivious to the human element involved in their policies. This 
was made obvious by the evidence given before the Commission by the chief 
executive of one of the largest chains. . 

This lack of appreciation for the interests of their employees may lead the 
central management to focus their attention exclusively on the cost of wages 
in monetary terms and thus to pursue a policy of buying labour in the cheapest 
market. This sort of competition by the large chain companies at a time when 
the labour market is over-supplied, would undoubtedly drive down general 
wages in the retail field. Indeed, the fact that most chain companies can draw 
upon an army of youths and other unskilled workers enables them at almost 
any time to dictate the wages they are willing to pay. The absence of any 
organized labour groups among the workers means that these terms will be 
accepted by the majority of persons seeking employment. 

The evidence presented to us in respect to department stores shows that, 
in spite of some shortcomings, the adherence to certain operating ratios can be 
combined with at least some consideration for the welfare of employees. The 
application of strict financial standards is bound to work some hardships on 
workers particularly in times of depression, but, pending a more satisfactory 
method of determining labour costs, the policy should at least be administered 
with as much sympathy as possihle. The ahsence of such sympathy in many 
chain store companies cannot he condoned, and until their employment condi
tions are improved such companies must be viewed as operating against the 
puhlic interest. It would seem essential that each large retail organization 
should have a personnel department, assured of the sympathetic support of the 
management, and devoted specifically to the study and improvement of condi
tions. of work among its employees. Such a department would provide an oppor
tunity for employees to present complaints or grievances and could suggest any 
necessary adjustments. This appears particularly necessary in chain stores, 
where employees are engaged in units scattered over wide geographical areas. 
In such circumstances, the personnel department would have to send its staff 
at intervals to examine conditions in each locality. In this way, the weak bar
gaining position of the worker in retail trade could be strengthened and many 
of the labour ahuses that have been revealed could be removed. 

3. PROPOSED REMEDIES 
SUMMARY 

Some of the startling labour conditions revealed by the evidence and investi
gations would seem to call for equally dramatic remedies. But sound remedies 
are seldom either novel or dramatic. They must he hased on experience and 
must develop progressively. In fact, to the extent that these problems are 
possible of solution at all, the necessary reforms can very largely be found in 
the extension and improvement of agencies, policies, and methods already in 
some degree now operative. 

Although the subject cannot be distributed neatly into unrelated compart
ments, it will be convenient to consider it from the following viewpoints:-
1. Recommendations primarily with respect to non-government agencies, whose 

activities governments may facilitate and stimulate. 
a. Employers' and Trade Associations. 
b. Employees and Trade Unions. 
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2. Recommendations for governmental action. 
a. Legal regulation of employment conditions, within the traditional inter

pretation of the constitution. 
(1) Improved labour law administration. 
(2) Amendments to present provincial laws. 

(a) Minimum wage laws. 
(b) Regulation of hours of labour. 
(e) Employment records. 

(3) New provincial labour laws. 
(a) Collective labour agreements extension. 

(4) Amendments to or extension of present Dominion laws and prac
tices. 
(a) Amendment of the Criminal Code. 
(b) Fair wage policy. 
(e) Industrial disputes investigations. 
(d) Better labour statistics. 
(e) A new Division of Research, Standards and Service in the 

Department of Labour. 
b. National regulation of employment conditions requiring either consti

tutional change or special effort to overcome constitutional obstacles. 
(1) The need for uniformity. 
(2) Methods of achieving uniformity. 

(a) Dominion legislation, reservations and qualifications. 
(b) Interprovincial co-operation to promote uniform statutes. 
(e) Provincial legislation to enact for each province the terms of a 

uniform Dominion Act. 
(3) Recommendations with respect to national uniformity. 

(a) Thorough exploration of the possible power of the Dominion 
Parliament to enact labour legislation. 

(b) If necessary, amendment of B.N.A. Act. 
(e) The appointment of an advisory committee to the Dominion 

Minister of Labour. 
(d) Regular annual Dominion-Provincial Labour Conferences. 

1. REcOMMENDATIONS, PRIMARILY WITH REsPECT TO NON-GOVERNMENT AGENCIES, 
WHOSE ACTIVITIES GOVERNMENTS MAY FACILITATE AND STIMULATE 

a. Employers' and Trade Associations 
The revival of business offers an excellent opportunity for the larger and 

more progressive employers to provide authoritative leadership in personnel 
relations policies. The continuance of exploitation of labour is inimical to the 
welfare of all business enterprise and should be exposed and fought by other 
employers in their own interest. But the informed employer has a wider 
responsibility. He should share with the community the benefits of his experi
ence not only negatively, by discouraging the grosser forms of exploitation and 
resisting ill-considered reform proposals, but positively. by encouraging and 
stimUlating the wider acceptance of sound policies. This can be done most 
effectively through employers' associations, or trade associations. 

The whole field of personnel practice and employment standards-even 
in such apparently simple matters as record-keeping, for example--requires 
extended study, but not many Canadian companies can afford such extensive 
personnel research programs as are undertaken by certain American corpora
tions. The directly relevant functions of trade associations should therefore con
sist chieBy of education and research into employment problems. Even if the 
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associations could not themselves undertake an extensive research program, 
they could disseminate and interpret the results of study and experience else
where. Much of this, of course, is already being done, but the surface of the 
problem in Canada has hardly been scratched. The associations might also 
co-operate at least in setting up, perhaps with university and other assistance, 
Canadian counterparts of the (American, private) Personnel Research Federa- . 
tion, Industrial Relations Counsellors, Inc., and National Bureau of Economic 
Research, or of the (British, governmental) National Institute of Industrial 
Psychology or Industrial Health Researeh Board. In Canada ElCientific research 
into the uses and treatment of materials seems to have outrun the equally 
profitable investigation into the uses and treatment of men. 

Much can be done, also, by trade associations in developing and promoting 
adequate accounting, without which business drifts like a rudderless ship, and in 
the collection and interpretation of statistics, without which, as a compass, safe 
navigation is impossible. Very often the real solution to a particular " labour 
problem" is to be found in some phase of business management far removed 
from the employment office. 

Special emphasis is laid on the statistical functions of trade associations 
because they can supplement, with greater detail, our government statistics 
which are necessarily general in character. 

In industries where employers and employees are organized, associations can 
also facilitate the negotiation of wage rates and other labour conditions by 
representing their membership as a whole in collective bargaining. By extending 
to trade unions a reasonable measure of recognition and co-operation, they can 
go far to avoid unnecessary industrial disputes-at least, they can narrow the 
field of contention to those points, if any, where interests and principles come 
into irreconcilable conflict, and the dispute can be settled only by force or law. 
Before these points are reached there remains a broad field where the possible 
community of interest of employers and employees has not been fully explored. 

Collective 'bargaining in Canada has up to the present time been carried on 
largely by individual employers and trade unions. But an increasing number of 
collective agreements are made by employers organized in associations according 
to industry. This seems a desirable development, implying as it does the success
ful negotiation of the terms of employment by the parties themselves without 
the intervention of others. In ensuring the observance of such agreements by 
its influence on its members, an employers' association is an important factor 
in stabilizing employment conditions on a satisfactory plane, thus leaving its 
members free to devote their energies to other problems 'connected with their 
business. 

The pressure of circumstance and the development of theory alike are 
everywhere leading to the extension of social regulation and control not only 
over labour conditions but over other economic activities. It is difficult to 
believe that employers' associations, trade associations, and trade unions, are not 
going to be major agencies in the development of self-government of industry 
in its labour relations and important factors in any state regulation that may 
be necessary. 

b. Employees and Trade Unions 
With the development of the factory system, and still more with the general 

trend to corporate management and concentration, the disparity in bargaining 
power between the individual worker and the typical employer has grown so 
obvious that the abstract necessity for collective bargaining is widely accepted. 
On this side of the Atlantic, however, practice has not followed this recognition 
to the extent it has in older countries. This lag in industrial policy has been 
due in large measure to pioneer conditions, free land, unlimited employment 
opportunities, and a relatively high wage-level. With the disappearance of these 
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conditions, trade-union membership increased, but some employers have been 
reluctant to recognize the unions, and, in some industries, for various reasons, 
trade unionism has obtained little or no footing. It is unnecessary to recite the 
various war and post-war declarations, such as those of the Whitley Com
mittee in Great Britain, the Royal Commission on Industrial Relations, Canada, 
1919, or of the Treaty of Versailles itself, endorsing this method of negotiation, 
but it may be of interest to quote a recent statement from an outstanding 
Canadian employer:-

I am sure the time has come WRen, we, as employers, should be will
ing to concede to every worker in our industry the right to bargain, either 
on an individual basis or on a collective basis, through the medium of 
such representatives as the employee may select to represent him. (Mr. 
A. O. Dawson, Pres. Canadian Cottons, Limited, before Canadian 
Chamber of Commerce, Sept. 11, 1934.) 

The statement does not commit its author to advocacy of trade unionism, 
of which in many respects he remains critical, but it does exemplify the gener
ally growing appreciation of the need for improved industrial relations machin
ery, a need which his been driven home by the results of our inquiries and by 
evidence received. 

Recent British experience with and attitude to trade unionism is excellently 
summarized in the following extract from the prefatory note to the British 
Ministry of Labour's Repurt on Collective Agreements, Volume 1, 1984:-

Collective bargaining between employers and workpeople has, for 
many years, been recognized in this country as the method, best adapted 
to the needs of industry and to the demands of the national character, 
for the settlement of the conditions of employment of the workpeople in 
industry. Although collective bargaining has thus become established as 
an integral part of the industrial system, it has discharged its important 
function, on the whole, so smoothly and efficiently and withal so unob
trusively, that the extent of its influence is apt to be, if not altogether 
overlooked, at least underestimated. It has produced a highly co-ordi
nated system of agreed working arrangements, affecting in the aggregate 
large numbers of workpeople and defining, often with great precision, 
almost every aspect of industrial relations. 

The method of collective bargaining implies the right of association and the 
right of freedom from unwarranted interference with such associations. The 
trade union is, thus far, the normal agency in which workers associate together. 

To enter fully into the discussion of the problems of trade union policy, 
organization, and law would be outside tbe scope of our present reference but 
sufficient evidence of deplorable conditions has been presented to us to suggest 
that the Government has a direct responsibility to encourage, so far as possible, 
one of the natural and most effective instruments for the protection not only 
of labour but also of the fair employer. 

The association, on the side of the employer, must be balanced by the 
trade union on the side of the employee. It is not contemplated that the 
qovernment should initiate the organization of either but that it should recog
ruze fully the important functions which, if wisely and intelligently led, they 
may perform in solving the problems presented before this Commission. 

Mere toleration of trade unions is not sufficient. The present emergency 
calls for as clear a statement of national policy as that in the War Labour 
Policy embodied in P.C. 1743, July 11, 1918,-

That all employees have the right to organize in trade unions, and 
this right shall not be denied or interfered with in any manner whatso
ever, and through their chosen representatives should be permitted and 
encouraged to negotiate with employers concerning working conditions, 
rates of pay, or other grievances. 
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Such a declaration at the present time would go far to overcome some of the 
hesitancies and fears that impede effective organization on the part of both 
employers and employees. 

More adequate recognition of trade unions both by governments and 
employers would have II significance wider than that of merely facilitating 
collective negotiation of wage contracts. As long as the trade union move
ment is only tolerated, and we have received evidence to show that this is often 
the case, it will continue to pursue defensive tactics-a prominent official calls 
them "snarling dog" tactics-which are not likely to be constructive. To the 
extent that the trade union is recognized as a necessary instrument of economic 
organization and control, to that extent the energies and intelligence of the 
movement can be fully released for constructive co-operation in the improve
ment of social conditions. It is the defensive psychology imposed upon unions 
by experience and circumstance that develops those policies and practices to 
which objection may sometimes fairly be taken, but which are often utilized 
by their opponents to create misunderstanding and prejudice. 

It should also be realized that the enforcement of our present labour laws 
depends in large measure upon the assistance of trade unions. For the effective 
administration of any such laws, even an army of official inspectors would need 
to be supplemented by the day-to-day policing of the jobs by the workers them
selves. Without an organization to take up complaints and to protect the com
plainants, many infractions pass without effective protest or action. 

2. RECOMMENDATIONS FOR GOVERNMENT AC-rlON 

a. Legal Regulation of Employment Conditions within the Traditional 
Interpretation of the Constitution 

The self-interest of far-sighted employers as well as of workers' organi
zations, often, for the maintenance of desirable conditions, require to be supple
mented by legislation designed, by establishing minimum standards of working 
conditions, to make competitive conditions relatively uniform and to foster 
certain general conditions of social well-being. But, unfortunately, any dis
cussion of this phase of the problem must follow two classifications that cut 
across one another-legislative standards and administrative enforcement, on 
the one hand, dominion and provincial competence or jurisdiction, on the other. 

(1) Improved Labour Law Administration 
Even the simplest legislation is not self-enforcing; still less is labour legis

lation. By the very nature of the problems it is designed to meet, labour legis
lation must often be complex and technical and must always be expertly admin
istered by officials whose competence and understanding compel the respect and 
co-operation of those with whom they have to deal. The job is not simply 
one of detecting and punishing offences. It is primarily one of education. The 
factory inspector should be also the factory consultant, willing and able to 
spread the knowledge and appreciation of better factory" housekeeping," better 
employment technique, and better labour conditions. 

Quite apart from the improvement by new legislation of legal standards 
of employment conditions, the first step toward better conditions is the more 
effective administration of those laws now on the books. There is clear evidence 
that many of them are not effectively enforced, and cannot be made effective 
without some reorganization of both Dominion and provincial enforcement 
agencies, with more nearly adequate appropriations, and an increased personnel 
of higher qualifications. 

This contention is reinforced by our analysis of the expenditures, personnel 
and activities of the provincial Departments of Labour. 

The general inadequacy of provincial appropriations for labour law admin
istration is shown by the fact that all the provinces together in 1933 spent for 
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general factory inspection and minimum wage enforcement only $238,000.1 

This was only slightly more than one-third of the amount spent for comparable 
purposes in the State of Illinois,2 which has approximately the same number 
of gainful workers, excluding agriculture, as Canada. While we spent only 
2·3 cents per inhabitant, or 8'5 cents per non-agricultural worker, in the United 
States2 they spent 4·7 cents or 14'9 cents respectively. In comparison with 
our 8'5 cents, New York, which ranks fourth among the States in its relat!ve 
expenditures for those purposes, spent 25·6 cents; and Massachusetts, whICh 
ranks twentieth, spent 14·1 cents; and New Hampshire, which ranks thirty
fourth, spent 9'7 cents. The differences in fact are greater than these figures 
indicate, for the Canadian figures include the cost of almost all phases of labour 
regulation except workmen's compensation, while the American figures exclude 
not only workmen's compensation, but also the administration of minimum 
wage laws and other labour laws relating to the employment of women and 
children. 

In all Canada there are only seventy 3 general factory or minimum wage 
inspectors of whom sixteen at least have had only an elementary public school 
education or less, of whom none seems to have had university training. (It is 
not suggested, of course, that every university graduate could qualify as a 
factory inspector, or that all factory inspectors should have a university 
education) . 

It would appear from such facts as these, that labour law administration 
in Canada must be improved by the increase of appropriations and by increased 
staffs of inspectors with the energy, education; and practical experience required 
for the satisfactory regulation of modern industry. 

We urge consideration of the possibility of giving trade association and 
trade union executives, in industries which are well-organized and anxious to 
experiment with" industrial self-government," authority to make official inspec
tions of employment and wage conditions. The extension of any such privilege 
should, of course, be surrounded with all necessary protection against its possible 
abuse. Such authorized inspectors should be required to report regularly, on 
approved forms to provincial Departments of Labour, the number and character 
of their inspections and full details of any other related activities. 

(2) Amendments to Present Provincial Labour Laws. 
We realize that in this section we may seem to transgress the letter of our 

order of reference, but we are persuaded that the satisfactory solution of these 
common problems calls for the utmost co-operation between all related Canadian 
agencies, both Provincial and Dominion. For emphasis and brevity some of 
tbe following recommendations are couched in very positive language, but, while 
not in any way desiring to be dictatorial, we should like to see the suggestions 
given very careful and sympathetic consideration. 

(a) Minimum Wage Laws.-There are seven minimum wage laws now in 
force in Canada. In broad outline they are similar but there are important 
variations in details and in administrative policies or regulations, and certain 
weaknesses seem to have limited their effectiveness. Consideration of the follow
ing amendments, where not already made, is recommended to the provincial 
governments and minimum wage boards:-

(i) The acts must be enforced. This requires a staff of specially qualified 
in.peelors. Present methods, in some provinces, of reliance on 
unskilled co-operation from safety inspectors, on employer's reports of 
wage payments and on employee's complaints, are quite- inadequate. 

--lTbJa and aimilar fam from questionnaires sent to the provincial departments of labour, 
far the CommiMion. by the DomiIl'ion Department of Labour. 

2 U.S. Depa;rtmeDt oi Commerce:. Financial Statistics of States, T&ble II, excluding «regu
lation of la.bour-all 00he.r.~ 

• Not including 00i18l" or mi ... iDllpeator., but includiDG' six para:ms whoee full time il 
not devoted. to thi. work. 

07111-0 
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(ii) Penalties for violation should be increased. They should be more severe 
for second and subsequent offences, should include jail sentences and 
should be more nearly uniform throughout the provinces. Under
payment of each employee in anyone week should be a separate offence. 
Enforcement by punitive methods should, of course, be the last resort 
of the Minimum Wage Boards, but since there is likely always to be 
a recalcitrant minority the penalties should be severe enough to make 
violation unprofitable. 

(iii) It should be the duty of Minimum Wage Boards and they should have 
power to order restitution when underpayment is discovered and to 
bring civil suit when necessary for the collection on behalf of the 
aggrieved worker of double the amount of any deficiency in wage pay
ment which results from a breach of the mhimum wage law. The 
worker should have a similar right to bring a suit for such collection 
with the payment of court costs, etc. To rely, however, for adequate 
enforcement on suit by the employee or informal pressure from the 
Boards, is not sufficient. 

(iv) All general exemptions to firms for" exceptional conditions" should 
be abolished. To permit them raises problems of insuperable adminis
trative difficulty, may easily divert the attention of officials from 
enforcement to exemption, and tends ultimately to defeat the whole 
purpose of the law. An employer who cannot afford to pay the mini
mum wa.ge is in the long. run a detriment rather than a benefit to any 
commumty. 

(v) Similarly, the eighty per eent clause should be abolished. This recog
nizes as conformable to law, piece rates under which only eighty per cent 
of the workers earn (or are paid) the minimum rate. This permits the 
abuses of "special money" and discriminatory" bonuses," facilitates 
evasion, and increases the difficulty of detecting violations. The main 
purpose of this provision can be sufficiently secured by a system of 
individnal permits for handicapped workers, which is provided for in 
most of the acts. 

(vi) The practice of averaging should also be abolished. This recognizes, 
as conformable to the law, wage payments which equal the legal mini
mum when averaged over a given period, often four weeeks. The worker 
cannot tell, save in retrospect, whether the law is being observed, 
and a disproportionate amount of any investigator's time has to be 
spent on unnecessary arithmetic. 

(vii) The method of dealing with inexperieneed workers should be 
revised. For most factory jobs a "learning" period of two years is 
tmnecessarily long. If special rates must be set for learners, the propor
tion of them to the total force must be more rigorously limited. 
" Incxperienced " should be so defined-if necessary, new record or per
mit systems should be devised to prevent any newly hired employees 
being classified as "learners," despite previous experience in the trade. 
Actual experience in the trade, not length of service with anyone 
firm, should be the criterion. The present practice encourages labour 
turnover by permitting the employer to replace workers eligible for 
the experienced rate by experienced, but new, workers at lower rates. 

(viii) The policy of setting different hourly wage rates in different 
seetions of a province or in communities of different sizes should he 
carefully reconsidered. The lower wage costs in country towns are 
tending to undermine established rates elsewhere. 

The alleged differences in costs of living are not always demon
strable. Even if living costs are lower in small places, the difference 
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can easily be regarded as compensation for the loss of some of the 
amenities of life in larger communities. Alleged differences in the 
efficiency of labour are irrelevant in setting a wage supposed to be 
based on cost of living, are not always demonstrable and may frequently 
be offset by differences in such other costs as rent and taxes. 

(ix) Careful and sympathetic consideration should be given to the possi
bility of providing for minimum wage laws for men. Otherwise the 
practice, so often illustrated in the evidence, will continue of substitut
ing men and boys for women at wages below the legal rate that must 
be paid the latter. Even if minimum wages for men are not established 
there should be some general provision that no male worker may be 
employed at less than the legal minimum wage for a female worker in 
the same class of employment. The recent Quebec amendment of this 
"ort seems defective in that it applies only to occupations and puts on 
the Board the problem of determining which occupations are customarily 
restricted to women. 

(x) Finally, the administrative personnel of minimum wage boards should 
never include partisan representatives of special interests. Otherwise, 
the situation may easily arise in which the personal interest of an 
individual, say as a manufacturer, ma! come into conflict with his 
interest and duty as an officer of the Minimum Wage Board. 

Minimum wage laws do not attempt to fix wages but only to set levels below 
which wages may not fall. Nevertheless, the difficulties of practical administra
tion are very real. Concessions to and compromises with these difficulties seem to 
have led to generally undesirable complexity. When, as in one order, provision 
is made for different rates in six classes of communities and for six classes of 
workers; when the hours for which these rates are payable vary according 
to both the size of the community and also the regular hours normally worked 
by the firm; when the minimum wage may be averaged over four weeks; when 
the minimum wage is payable only to eighty per cent of the workers; when 
the major instrument oI investigation and enforcement consists of the employers' 
own reports of wage payments for sample weeks, then the law and its administra
tion begin to develop technicalities which defeat its purpose. Whether the 
A.B.C. firm violated the law by paying Miss Smith 15 cents an hour during a 
particular week is not now an easily answerable question. It has become a 
question of law, custom, history, geography, accounting and arithmetic. Prob
ably the ABC firm does not itself know. Certainly Miss Smith will never know. 
Only the most expert and unhurried inspectgr could ever find out. 

It may well be that some of these complexities betray an underlying inade
quac.y in "cost of living" as a basis for minimum wage determination and 
that the economic purpose of the minimum wage law should be broadened to 
include, as in laws passed recently by several American states, other criteria of 
"faimes"." Some of these might be the prevention of "oppressive" wage 
levels, or of wage levels that engender "cut-throat competition," or of wage 
rates thst are substantially lower than representative firms pay in the same 
or similar industries, or of wage rates that are" less than the reasonable value 
of service rendered." The attempt to differentiate between the experienced and 
inexperienced workers and between large and small communities suggests that 
there may be a real need for the supplementing of minimum wage determination 
with some attempt to fix basic differentials, for skill, etc., ahove the minimum. 
The possibility of such a program, however, despite the apparent tendency in 
this direct. ion, is so uncertain from the point of view both of policy and of 
administrability, that exploration of the whole problem should be one of the 
first tasks of the new Division of Standards, the creation of which in the 
Department of I.abour, we recommend below. 

117131-01 
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It will later appear that we recommend also the consideration of bringing 
minimum wages, as well as other labour laws, under Dominion jurisdiction. 
We cannot do so without making passing mention of the standard argument 
that the minimum wage will tend to become the maximum. 

We are advised that the reports of every special investigation into the 
effects of minimum wage laws, and the regular reports of all established and 
reasonably effective minimum wage boards demonstrate, first, that minimum 
wage laws have raised the wages of the lowest paid workers and, second, that 
a substantial proportion of the workers in all affected industries have continued 
to receive more than the minimum. This general experience is confirmed by 
certain of our investigations, even in this period of depression. In retail trade, 
for example, it is quite clear that the fixing of a minimum wage rate for women 
of about $12.50 per week, has not prevented a substantial proportion of 
employees from receiving more than this minimum. At least 44 per cent of 
the female store employees in T. Eaton Co., Toronto, and 43 per cent in the 
Robert Simpson Company, Toronto, are receiving more than the legal minimum. 
In mercantile trades generally, in Ontario and British Columbia, 47 per cent 
and 32 per cent of the workers, respectively, receive more than the minimum 
wage. Further, such figures as these do not mean that all of these getting more 
than the minimum are getting only a few cents more. In Ontario, for example, 
according to the report of the Ontario Minimum Wage Board, 1930, 20 per cent 
of the female employees in retail stores received from 50 cents to $2.50 per 
week more than the minimum wage; 24 per cent received from $2.50 to $5 more; 
18 per cent received more than $5 in excess of the minimum. In 1933, because 
of generally depressed conditions, the percentages receiving more than the mini
mum were, of course, much smaller. 

The consensus of opinion among students of the subject, appears to be that 
the passage of a minimum wage law does not give employers any power that 
they would not otherwise possess to cut higher wages, and that

l 
after the passage 

af a minimum :wage law, all the usual wage differentials resu ting from chance, 
skill bargaining power, etc., continue to be maintained. 

it is conceded that, if any given scale of wage rates is being maintained only 
by inertia, the injection of any new feature into the labour market situation, 
might occasion a reconsideration and readjustment of basic wage rates and wage 
differentials. The passage of. a minimum wage law might be such a new factor, 
tending to disturb the inertia of customary ratcs; but it does not follow that, 
after the passage of a minimum wage law, such readjustments would always 
take place; or if they did take place, that they would be caused by the law; 
or that they would always be downward; or that, if downward, they would 
always bring the maximum and minimum together. It is conceded further that, 
in times of depression, the minimum may sometimes tend to become the maxi
mum but this does not seem to be a conclusive argument against minimum 
wage laws. This simply means that the pressure of economic forces pushes the 
flexible maximum down to the level of the relatively inflexible legal minimum. 
This has happened recen tly in some degree, in certain of our most depressed 
industries, but it should be emphasized that, even under such conditions, all 
the workers are still absolutely better off than they would have been without 
the minimum wate, although some of them do not continue to enjoy their 
usual differential s.dvantage. 

Minimum wage laws are not intended to raise the general lelle! oj aU wage 
rates. They are intended to raise wages only of tbe lowest-paid group of 
workers, who are so circumstanced that tbey cannot help themselves. The 
consensus of opinion seems to be that this objective can be accomplished without 
impairing tbe higher earnings of the more skilled or more fortunate workers. 

We should like here to stress our opinion that minimum wage laws do not 
and are not intended to set wage rates that could be regarded as fair for all 
workers, and further that we cannot now regard most established minimum 
rates as fair or adequate for workers generally. 
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It is possible that a minimum wage law, unwisely drafted and administered 
might, in the long run, adversely affect economic welfare, but any such coDlten
tion would have to rest on a much firmer theoretic a.! foundation than the cun-ent 
fear that minimum wage law would reduce all to a low level of uniformity. 

We are compelled, however, to admit that the minimum wage law has been 
used by some employers as a whip to speed up production beyond the limits 
of reasonable tolerance. Evidence to this effect, especially in the needle and 
leather shoe industries was presented to us with monotonous regularity. We 
deplore such anti-social industrial relations policy, whether found in the factory 
of a large department store or in the sweatshop of an almost bankrupt employer. 

But, apart from the defects of the minimum wage administration to which 
we have previously referred, we cannot attribute this speeding-up to the law 
itself. It could easily be demonstrated that similar speeding-up obtains in indus
tries for which there are no minimum wage decrees, and that this abuse develops 
partly from the ways in which unscrupulous or desperate employers use the 
device of payment by piece rates, partly from the general competitive pressure 
for lower monetary costs at any price of increased human costs. 

(b) Regulation of Hours of Labour.-Many provincial hours of labour 
laws, such as those in Quebec and Ontario, which permit women to work norm
ally 55 to 60 hours per week and as much as 72 hours under certain circum
stances, are so obsolete that revision is badly needed. To suggest the neces
sary changes in the several laws, which vary greatly in coverage, standards 
and administration, would exceed the scope of this report. Several general 
principles, however, can be suggested for consideration when revision is under
taken. 

(i) The same agency that administers the minimum or other wage laws 
should have and exercise the authority, as in British Columbia, to 
determine both the hours for which the minimum wage is payable 
and the maximum hours which may usually be worked. Changing 
economic conditions demand a more flexible procedure than the ordin
ary legislative process for the setting of hours and other conditions 
of labour. A board of commission which can be trusted with the task 
of translating the general wage policy of the legislature into concrete 
and specific regulations, would he equally competent to determine the 
hours of labour. 

(ii) Maximum hours of labour for men as well as for women should be 
established by law. 

(iii) The standard hours of labour should be greatly shortened and should 
not exceed forty-four per week. The possibility of long hours of labour 
in rush seasons encourages hand-to-mouth buying, rush orders, and 
other purchasing policies which hamper the regularization of employ
ment. There is no reasonable excuse for excessively long hours, fol
lowed by short-time or unemployment, no good reason for one plant 
working overtime, while mnny others stand idle. 

(iv) Occasionally there do arise special circumstances that require flexi
bility in the hours of labour, but the system of frequent permits to 
work overtime is impossible to administer equitably. It is recom
mended, therefore, that the laws be amended to state the length of a 
normal week, with a provision that time and a half be paid for all 
overtime up to, say, 55 hours and double time thereafter. Permit 
long hours but penalize them. Under such a provision most employers 
would discover a means of avoiding the situations which now seem 
to nece.sitate overtime. Rush orders would be properly more expen
sive and would decrease. Production would not be limited, but be only 
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more orderly. Nevertheless there would be sufficient elasticity in the 
law to permit the adjustment of hours to any real emergency or very 
profitable opportunity. 

(c) Employment Records.-Minimum wage laws usually require employers 
to keep records of the hours worked by, and the wages paid to all female 
workers, but it is surprising how many employers, usually in small firms, comply, 
if at all, with the minimum letter of the law only. 

The first requirement of a sound industrial relations policy is that each 
worker should know definitely the terms and conditions of his employment 
and should know exactly hew much he hils earned in any given period, etc. 
Any intelligent employer, of course, would wish this for his own information, 
and such information should ·be readily available not only to labour law offi
cials but, in statistical summary, to all agencies which attempt to formulate 
business or industrial policy. Without adequate plant records, there is miss
ing the whole foundation of factual knowledge, which must support efficient 
business management, sound industrial relations, effective law enforeement, 
useful business, economic, or social research, and intelligent policy. 

The record-keeping provisions of minimum wage laws should therefore, 
be generalized to require every employer to keePI in either French or English, 
for every employee a simple set of basic recoras, including such elementary 
facts as name, address, sex, age, wage rate, hours worked and earnings. The 
provincial departments of labour or perhaps the recommended "Division of 
Standards," could devise simple record systems for those employers who need 
such assistance. 

Other required revisions of our provincial labour laws may perhaps be 
sufficiently indicated by the later indication in Annex V, Chart VIII, of Canada'. 
relation to the International Labour Organization. 

At the risk of tiresome repetition, it must be emphasized again that the 
first step toward improved conditions is better administration of such laws as 
we already have. Many of their administrative provisions could be improved, 
many of the standards they set could be raised; but no amendment, however 
far reaching, will obviate the bllsic necessity for. improved administrative per
sonnel-non-political, professionally trained, experienced and permanent-
backed by intelligent public understanding and co-operation. 

(3) New Provincial Labour Laws. 
The emphasis previously placed on the necessity for improving the stand

ards in the administration of the laws we already have, does not exclude the 
desirability of new legislation. 

We have previously recommended the more adequate recognition of trade 
unionism as a major agency not only to equalize bllrgaining power but also 
to assist in the development of industrial policy. 

Such recognition as indicated sbove could be accomplished by a positive 
declaration of public policy. This, in turn, could be supplemented by legisla
tion patterned after either the British Cottan Manufacturing Industry (Tem
porary Provisions) Act, 1934, the Quebec Collective Labour Agreements Exten
sion Act, 1934, or certain parts of the American National Industrial Recovery 
Act, 1933. 

While the British and Quebec Acts differ in some important details, they 
seek essentially the same ends by roughly similar methods. The British Act 
makes binding, after hearing by a special Board and an order by the Minister 
of Labour, upon all employers and workers in the cotton-weaving industry, 
the wage provisions of any trade agreements entered into by the employers 
controlling a majority of the looms. Under the Quebec Act, the Lieutenant
Governor in Council may, after petition and hearing. order the extension, to the 
entire industry in any economic region, of the wage and hour provisions of any 
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collective trade agreement, which has "acquired a preponderant significance 
and importance for the establishment of conditions of labour in a trade or 
industry ...... The contract thus extended is legally enforceable and is to 
be administered by a joint-committee set up by the parties to the collective 
agreement. Except by express provision and agreement, this extension, how
ever, may not modify any existing contracts to the disadvantage of tbose 
workers who enjoy better terms than those of the collective agreement. 

So little time has passed since these laws have gone into operation that it is 
too early to expect any demonstrable proof of their effectiveness. However, 
since they have been developed out of experience and represent only an extension 
of current practice, there is every reason to anticipate that they may achieve 
considerable success in restraining uneconomic wage-cutting. Their particular 
merit seems to lie in the opportunity they give for genuine self-government in 
industrial relations, under government supervision, supported by public law, 
but without the development of bureaucracy that more direct governmental 
regulation might necessitate. It should perhaps be noted that this method of 
extending trade agreements is not unlike that of Section 7 (b) of the American 
NIRA, which seeems, however, to have been little used, in comparison with 
the more usual method of code drafting and approval. 

We recommend serious consideration of laws extending collective labour 
agreements but we suspect that further experience will reveal possible undesired 
and undesirable results that may follow their careless drafting or enforcement. 
We recommend the adoption by other provinces of laws similar to the Quebec 
Law only if they can be drafted to cover the four following points: 

(i) The right to strike must not be impaired in any degree by such a law. 
(ii) The circumstances in which an agreement would be eligible for 

extension and enforcement must be more specifically defined than by 
any such general phrase as "preponderant significance." 

(iii) The law must be drafted and enforced in such a way as to avoid, under 
colour of an approved agreement, the crystallization or "freezing" 
of low wage rates. 

(iv) The law must further be very carefully drafted and administered to 
protect the public interest against the possible dangers of a mon
opolistic combination of employers and workers. 

(4) Amendment to or extension of present Dominion laws and practices. 
Within the traditional interpretation of the constitution, our possible recom

mendations for Dominion action are limited to the four following: 
(a) Amendment to the Criminal Code.-Certain industrial relations policies 

and practices are so obviously undesirable and so clearly "fraudulent" th"t 
some remedial action might be directed against them through the amendment of 
the Criminal Code. Without entering into either technicalities or details, we 
recommend that the paying of less than a determined minimum wage rate, or 
knowingly permitting employees to work beyond the maximum hours fixed by 
law, or the falsification of any employment record required to be kept by law, 
or the punching of time clocks with intent to deceive, or the putting of the pay 
of more than one worker in the same envelope, with intent to evade the pro
visions of any minimum wage law, or the making of unwarranted deductions 
from an employee's earnings for any purpose not approved by competent public 
authority or the illegal employment of children, and other similar practices, 
be declared indictable offences punishable by very heavy fines and or imprison-
ment. . 

(b) Fair Wage Policy.-The Dominion's present fair wage policy is em
bodied in a series of Parliamentary Resolutions and Orders in Coundl supple
mented by the Fair Wages and Eight-hour Day Act, 1930. The Act applies only 
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to Government construction work and the present policy, therefore, with respect 
particularly to work other than construction work, seems to be defective in 
three respects:-

(i) .. Fair" is defined as "prevailing" although many currently prevailing 
wage rates are. clearly unfair, when compared with rates in other 
places, cost of living, or the employer's ability to pay. This defect 
is evident in the terms of Order in Council P.C. 3271, December 31, 
1934, which seems to give Government sanction to wage rates lower than 
we should regard as reasonable. 

(ii) The inclusion of a fair-wage clause in a contract seems to be not 
absolutely mandatory and may sometimes be omitted, either by mis
chance or at tbe discretion of tbe contracting department. The policy 
also seems not to be automatically applicable to those contracts for 
relief supplies which are let by provincial administrations but paid for in 
part by Dominion funds. 

(iii) In administering this policy the Department of Labour seems to have 
received an excellent measure of co-operation, both from contracting 
departments and from provincial minimum wage boards, but it is 
hampered by not having complete initiative and authority to administer 
the policy. 

We recommend, therefore, that the Act of 1930 be amended: 
(i) To cover all Dominion contracts and all contracts to be financed, even 

if only in part, by Dominion funds; 
(ii) To authorize the Department of Labour to determine and define" fair 

wages and conditions" for the industries or occupation affected; 
(iii) To restrict the bidding on such contracts to those firms which, after 

investigation, are listed by the Department of Labour as regularly 
maintaining fair wages and other conditions. The continual prepara
tion and revision of a list of eligible bidders would be more economical 
than our present system of ad hoc investigation and would have the 
auxiliary advantages both of publicizing approved employment stan
dards and of building up in the Department of Labour greatly increased 
knowledge of wage rates and conditions. It should be mandatory for 
the Department of Labour to place on this list any eligible applicant, 
and new firms, which of course have no previous record of employment 
standards, should be automatically eligible for inclusion until their 
employment conditions prove unsatisfactory. 

(c) Industrial Disputes Investigation.-If the Government is prepared to 
declare a public policy with respect to the right of labour organization and col
lective bargaining, as recommended previously in this report, it should implement 
this policy by four amendments either to the I.D.!.A. and its administration, or 
to government policy in setting up boards of inquiry under the Public Inquiries 
Act:-

(i) The appointment of Boards of Investigation should be encouraged not 
only when an industrial dispute threatens but also when complaint is 
made that improper intimidation or discriminatory action has been 
taken either by employers or workers. 

(ii) Without extending the restriction of the right to' strike as in public 
utilities, a wider range of industries and occupations should be brought 
within ecope of the Industrial Disputes Investigation Act, or some 
related Inquiries Act. The Dominion should have authority to investi
gate any industrial situation which may either endanger general eco
nomic welfare or create avoidable social unrest. 
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(iii) There seems to have developed a policy of appointing as chairmen of 
the hoards only persons with judicial experience. Such experience and 
training, however valuable, is no assurance of effectiveness in negotiat. 
ing a settlement. Chairmen should be selected, not for their judicial 
capacity to define and emphasize di1Ierences of opinion and interest, 
but for their ability to strengthen points of agreement and to con· 
ciliate the differences. 

(iv) The machinery of conciliation should be set in motion, without waiting 
for a formal request, whenever it is learned that an industrial dispute 
impends. 

(d) Better labour statistics.-It has been emphasized above that labour 
legislation is neither self-generating nor self-administering. Accurate informa
tion about industrial and employment conditions is necessary, not only as a 
guide to the determination of legislative policy, but also as a criterion of the 
effectiveness of administrative technique and as a stimulus to administrative 
industry and integrity. Despite the excellent work of the Dominion Bureau of 
Statistics, within the range of its authority and the possibilities of its appropria
tion and staff, all the problems presented to this Commission have been com
plicated by a general lack of economic facts of critical significance. The Com
mission has had to spend much of its own time and much money on the unearth
ing of facts which should have been readily available. We have unfortunately, 
therefore, had to become more of a fact-finding than of a deliberative body. 
Before Canada can act intelligently with respect to most of the problems now 
under consideration, it is essential to have more factual information about such 
basic economic data as wage rates, earnings, cost of living, unemployment, 
labour turnover, etc. Accounting and statistics may seem duU and pedestrian 
proposals, but they are the only keys that will unlock the first barriers to better 
conditions. It is often alleged, for instance, that regional differences in wage 
rates are no more than sufficient to offset regional differences in the cost of 
living and the efficiency of industrial workers. Such matters should be settled 
by the arbitration of fact and not left in the realm of speculative opinion and 
belief. _ 

We recommend that the coUection of aU labour statistics be centralized in 
the Dominion Bureau of Statistics, that such wage statistics as are now col
lected by the Department of Labour be expanded, if necessary, to produce 
weighted average wage-rates by industry, occupation, and locality, and that they 
be supplemented by the renewed collection of wage statistics by the Census of 
Manufacturing and Distribution. 

We recommend also that tbe present Canadian indexes of retail prices, which 
are supposed to provide also an index of changes in the cost of living, be sup
plemented by a national investigation, such as the Bureau has recently made on 
a very small scale for civil servants, into cost of living budgets. These would 
provide an estimate of the cost of living in absolute figures for different localities, 
would provide a measuring rod for the present adequacy of earnings, would 
clarify the problem of regional differences in wage rates, and would facilitate 
the determination of wage policy by individual employers or other agencies. It -
is perhaps relevant to remark that the same range of problems in the United 
States, especially in connection with the Recovery program, has created a 
recognized need for such a study, which has already been st.arted in several 
representative localities. Such a study further would provide a more adequate 
basis than any we now have for a periodical index of changes in the cost of 
living. 

This special mention of the basic industrial facts of wage rates, earnings 
and cost of living, does not restrict the generality of the foregoing recommenda
tion for extended and improved labour statistics. It should be unnecessary to 
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argue the need for similar statistics of labour turnover and labour productivity, 
etc. We should set as our objective and should spare no reasonable cost to 
achieve, the same volume and quality of fact-finding work that the Statistics 
and Intelligence Branch of the British Ministry of Labour has done since 1896. 
It is difficult now to realize that in 1900 this was supposed to be the model for 
our own Department of I,abour I 

(e) New Machinery for Publicity and Education--A Division of Service 
and Standard in the Federal Department of Labour.-Facts, however adequate, 
do not always come to public attention or tell their own story in language 
intelligible to the average worker, employer, or citizen. It is necessary, there
fore, to supplement the work of fact-finding by education and publicity about 
the significance of facts. The publications both of the Dominion Bureau of 
Statistics and of the Department of Labour need to be supplemented by many 
more popular newspaper releases and bulletins. These agencies are dealing with 
problems which are of vital importance not only to the national economy of 
Canada, but to the life and well-being of every individual resident. Their 
publications should be as widely accessible and as interesting as the current 
reports of murder and divorce cases. 

Publicity and education should not only be directed to the general public, 
to develop an appreciation of existing conditions and problems, but should also 
be directed to administrative officials and employers to inform them about the 
development of new techniques, devices, and standards. Every governmental 
labour official, whether Federal or provincial, and every trade association and 
trade union officer should, of course, be an agent for such education and publicity, 
but it is necessary also to have a central research and publicity staff. 

The logical location for this is in the Federal Department of Labour. The 
terms of its original constitution would seem to have conceived this work as one 
of its two main functions, but it has been so burdened in succeeding years with 
miscellaneous administrative duties, that the central purpose seems to have been 
lost sight of. It rs not to be expected that over-,burdened administrators will have 
much time or opportunity for research or reliective thinking. All too quickly 
they get swamped by the pressure of immediate responsibilities. 

We recommend, therefore, that there be created in the Federal Depart
ment of Labour an entirely new division under thoroughly competent super
vision, adequately staffed and financed, called the Division of Research, Stand
ard8 and Service having the following functions:-

(i) General research into industrial relations problems. If such research 
should necessitate also statistical investigation, the study should be 
planned by this division and done at its request by the Dominion 
Bureau of Statistics. 

(ii) The provision of information, advice, and service to provincial depart
ments of labour, employers and workers. 

• 

(iii) The drafting of model labour statutes with explanatory memoranda 
for legislative committees, etc. 

(iv) The planning and management of Dominion-Provincial Conferences on 
matters such as international labour conventions, or uniform provincial 
labour laws. 

The creation of such a division would multiply m·any times the present 
usefulness and significance of the Federal Department of Labour, would stimu
late the work of all Provincial Departments of Labour and would develop a 
widespread puhlic awareness of economic conditions and industrial problems. 
Incidentally, it might be mentioned that, within the last three months, such a 
new division has been formally created in the. United States Department of 
Labour, although this Department, like ours, has always attempted to perform 
this function in a limited and informal fashion. 
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b. National Regulation of Employment Conditions, Requiring either Consti· 
tutional Change or Special Effort to Overcome Constitutional Obstacles. 

(1) The Need for National Uniformity. 
In a federal state, differences in legal standards for employment conditions 

under different jurisdictions and, in a large state, differences in actual employ
ment conditions in different regions, often engender .. form of unfair regional 
competition, which prevents any stabilization of the labour market. 

That labour laws differ from province to province needs no demonstration. 
Some of the major variations are indicated in Annex V, Table 122. This includes 
for comparative purposes also .. digest of the laws in four American States, each 
roughly comp .. rable with certain C .. nadian provinces. The differences in general 
standards are, however, less important than differences in details, which often 
determine the exact scope and meaning of each law; and are much less important 
than differences in the respective efficiencies with which the several administra
tions enforce their laws. 

Labour legislation, typically, sets only minimum conditions. Actual employ
ment conditions may vary even more th .. n minimum standards. Annex V, Table 
122, shows some of these variations between the different provinces in hourly 
wage rates, weekly earnings and hours of labour. 

Wage rates for common labour in factories varied from 88 per cent to 132 
per cent of the Dominion average; weekly earnings of all male workers in manu
facturing, from 59 per cent to 109 per cent of the average; average hours of 
labour in factories from 111 per cent to 95 per cent of the average. For purposes 
of more detailed comparison, there are included figures for machinists and 
female sewers. The first is a skilled, more or less well-unionized, occupation; 
the second is semi-skilled and probably chiefly unorganized. The range of varia
tion in the first, 93 per cent to 109 per cent, is much less than that in the second, 
72 per cent to 112 per cent. 

Since most Canadian manufacturing is concentrated in Quebec and Ontario, 
particular attention should be directed to the differing conditions in these two 
provinces. It has often been alleged before this Commission that the generally 
lower wage rates and longer hours in Quebec are making it impossible to maintain 
the higher levels in Ontario. The same sort Of complaint is made also about 
small-town competition in both provinces, with the larger cities such .. s Toronto 
and Montreal. We have received some evidence that tends to confirm this 
allegation. 

There can be little doubt that there is growing public recognition of the 
need for uniformity in labour legislation. It is interesting to note that the 
advocacy of Dominion jurisdiction in this field dates almost from the very first 
realization that the British North America Act was interpreted as not providing 
for the national regulation of employment conditions. The Ontario Manufac
turers Association in 1885, the Canadian Trades and Labour Congress in 1887, 
and frequently since then to date, the Royal Commission on the Relations of 
Capital and Labour 1889, and the Dominion Commission to inquire into the 
sweating system in 1895, all recommended that the regUlation of employment 
conditions should be a function of the Dominion Parliament. The National 
Industrial Conference, 1919, likewise recognized the advantage of uniformity 
in the Labour Laws of the Dominion and passed the following resolution:-

That the advantage of uniformity in the laws relating to the 
welfare of those engaged in industrial work in the several provinces 
of the Dominion of Canada be brought to the attention of the Gov
ernment of Canada and of the Governments of the several provincfs, 
respectively .... 

The Dominion-Provincial Commission, 1920, appointed as a result of this 
resolution, represented a useful approach to the solution of this problem which, 
unfortunately, has not since been followed up with sufficient vigour. 
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(2) Methods of Achieving Uniformity. 
Uniformity in labour standards can be achieved by one of two methods: 

directly, by Dominion Legislation; indirectly, by inter-provincial co-operation 
under the leadership of the Federal Department of Labour in the enactment of 
uniform legislation, or by the method in which the Dominion Parliament enacts 
legislation which goes into force only on the passage of concurrent provincial 
legislation. 

(a) Dominion Legislation.-Reservati01l8 and Quali/ications.-It would 
seem that Dominion labour legislation, if feasible and constitutional, would best 
achieve the objective of substantial uniformity in labour standards, but we 
realize that, even if the constitution is interpreted or amended to give the Federal 
Parliament jurisdiction over labour and wage matters, uniform or national 
legislation setting minimum standards of employment conditions does not neces
sarily imply centralization of administration and enforcement and absolute 
uniformity of actual employment conditions. In a country such as Canada, 
with great geographical distances and significant differences in regional condi
tions, it will be necessary to reconcile the need for general competitive equality 
with the recognition of appropriate, permissible, regional variations. 

Under present arrangements, provincial legislatures enact minimum wage 
laws in very general terms which minimum wage commissions thereafter 
supplement by detailed orders, rules and regulations, applicable to different sec
tions of the province. In the same way, the Dominion Parliament might, within 
the limit of its competence, enact legislation, general in its terms and coverage, 
which provincial departments of labour or other decentralized agencies would sup
plement with particular orders applicable to district or provincial conditions. 
These national laws and the orders or regulations thereunder should then be 
administered decentrally under Federal supervision and in accordance with 
defined standards of administrative efficiency. 

We appreciate a possible danger in that the enactment of Dominion labour 
legislation may discourage more progressive provinces from experimenting with 
higher labour standards. If it is constitutionally possible under some arrange
ment similar to that provided in Section 95 of the British North America Act, 
we should like to recommend Dominion legislation, with the reservation that any 
Dominion law should be so phrased as to permit and encourage the estab
lishment of higher standards by concurrent Provincial legislation. In other words, 
we should like to see any Dominion minimum wage law, for example, first, 
administered decentrally under federal supervision, second, with a reasonable but 
not more than reasonable regional variation in wage rates, and third, with an 
express provision that the minimum wage rate in any province should be 
either the rate tJhus provided or the rate set by.a competent provincial authority; 
whichever is higher. 

The constitutional question of the competence of the Dominion Parliament 
in this field is one that should be explored and settled by the proper authorities. 
If the competence of the Dominion Parliament is so circumscribed that it is 
impossible to enact Dominion legislation, then we recommend that the British 
North America Act be constitutionally amended as soon as possible to settle this 
question. 

(b) Interprovincial Co-operation.-Pending the settlement of the consti
tutional problem, it may be necessary to seek uniformity by alternative meth
ods. The first of these is interprovincial co-operation in the enactment of 
uniform legislation. 

The possibilities of this method have been demonstrated in Canada to 
mention only a few illustrations, by the success of the Dominion Bureau of 
Statistics in achieving uniformity in the collecting of vital statistics and by 
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the work of the Association of Workmen's Compensation Boards of Canada, 
the Association of Provincial Insurance Superintendents, and the Confer
ence of Commissioners on Uniformity of Legislation. It has been similarly 
demonstrated in the United States by the work of the National Conference 
of Commissioners on Uniform State Laws and by the recent development of 
Interstate Compacts Affecting Labour and Industries. 

Mere willingoess to co-operate, however, will not of itself draft or enact 
uniform laws. Interprovincial co-operation requires continued leadership and 
hard work. The machinery for co-operation already exists in the Dominion
Provincial Conference, but if this work is to be effective, the agend·a for each 
meeting must be restricted at the most to not more than one or two concrete 
problems, and the work of the conferellee must be planned in advance with 
prior circulation of memoranda of information and tentative draft legislation. 
The outcome of the conferences mUl't consist not of resolutions but of uniform 
bills drafted, re-drafted, and amended until agreement on their terms is 
obtained; and thereafter the delegates should return to their respective juris
dictions under a recogoized obligation to stimulate legislative acceptance of 
the bills as drafted. 

One essential condition of effective Dominion-Provincial Conferences on 
industrial and labour questions is that their personnel should consist not merely 
of political heads of departments, but also of technical experts. The work of 
such conferences is not so much the determination of policy as the determina
tion of detailed methods by which generally accepted policies may be put into 
effectively uniform operation. The task, therefore, is one for technical experts 
in c<Hlperation with their department heads. Unless the provinces are already 
in substantial agreement on policy, the subject is not one for a Dominion-Pro
vincial Labour Conference although it may properly be considered at some 
more general conference of this same sort. 

In the very difficulties that confront the achievement of uniformity by inter
provincial co-operation may be found the greatest value of this method. It fa 
much easier to enact one Dominion law than to agree upon the terms of and enact 
nine uniform Provincial laws. It will be correspondingly easier to overlook the 
critical problem of administration and to assume that the passage, by itself, of a 
Dominion law will solve a problem. The painful process of hammering out an 
agreement on details by the representatives of nine jurisdictions is likely to 
remind all those concerned with the problem that the law is not operative until 
it is effectually enforced. 

The necessary stimulus and leadership for effective interprovincial co-opera
tion in these matters can normally be expected to come from the only agency 
which considers those problems from a national point of view. It is for this 
reason, among others, that we have already recommended the creation in the 
Dominion Department of Labour of a new division which would assume the 
responsibility for preparatory and technical work of this kind. 

Another alternative to Dominion legislation is the delegation of specific 
authority to the agencies of the Dominion Government by provincial enabling 
or concurrent legislation. This is the method used for the creation of uniformity 
in employment office legislation, the handling of industrial disputes, old age 
pensions and, more recently, the marketing of natural products. The problems 
presented to the Commission are too complex and intricate to be solved satis
factorily as a whole by this rather cumbersome procedure, but there are undoubt
edly many individual phases of these problems that, if more adequate treatment 
is not now possible, might be partially dealt with by this method. 
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(3) Recommendati01'l8 with Respect to National Uniformity.-
We attach such importance to national uniformity in employment standards 

and conditions that we regard the following self-explanatory recommendations 
as the heart of this scction of our report. In comparison with these, our other 
proposals, expressed and implied above, though we regard them as important, 
are only incidental. We recommend: 

(a) Thorough exploration of the constitutional possibility of the enactment 
of Dominion labour legislation. 

(b) If such legislation is now precluded by insuperable constitutional 
obstacles, the necessary amendment of the B. N. A. Act. 

(e) The creation of an unpaid, permanent, representative, rotating, and non
partisan, Advisory Council to the Dominion Minister of Labour, for the 
following purposes: 
(i) To work out the general principles and procedure of effecting the 

necessary readjustments after the Dominion legislation is enacted. 
(ii) To plan for decentralized but uniformly efficient administration, 

through provincial Departments of Labour, if possible. 
(iii) Regardless of the enactment of Dominion labour legislation, gen

erally to encourage and promote public understanding of the 
problems of labour relations, legislation and administration. 

(iv) And for such other purppses as the Governor in Council or Minister 
may determine. 

(d) Pending the settlement of the constitution question of dominion or 
provincial competence, annual convocation of a Dominion-Provincial 
Labour Conference to consider: 
(i) Methods of harmonizing provincial labour legislation. 

(ii) The implementing of International Labour Draft Conventions. 
. • We recommend also. in this connection that the agenda for such 

Dominion-Provincial Labour Conferences and all memoranda be 
drafted and circulated by the proposed Division of Service and 
Standards of the Dominion Department of Labour. 

We suffer no illusions about the difficulty of the task before us and we are 
well aware of the limited possibilities of immediate and complete social reform. 
We wish to arouse no hopes that even the forthright and complete acceptance 
of all our recommendations will effect a permanent solution of the riddle of social 
justice. But we urge grave consideration of the possibility that a refusal to take 
these first steps on the road we are venturing to point out may have disastrous 
consequences. 



CHAPTER VI 

THE P~ARY PRODUCER 
1. INTRODUCTION 

This chapter summarizes 0u! investigations into. the plight of t~e primary 
producer. These can be epitomized at once by saymg that the prices of the 
primary products, into which we. have mad~ inquiry, have. fallen !ar below the 
point that would permit the mamtenance either of operatmg efficiency or of II 
reasonable Canadian standard of living. Yet, it is the most obvious platitude 
to state that; unless the primary producer in this country is restored to a posi
mon where he 'has purchasing power commensurate with his importance, there 
can be no stable basis for prosperity. Though the truth of this statement is 
admitted by all, the fact remains that, as stated in our opening chapter, the 
primary producer has borne the brunt of the depression. He was the first, and 
the greatest sufferer. Other groups in the community were able, to some degree 
at least, to protect themselves from the fuU effects of the storm, but the farmer 
,has been defenceless, or almost so, throughout. The manufacturer, the middle
man, the distributor-aU have .. ttempted and, in some cases, have successfulJy 
attempted, to operate on a cost-plus basis. What the farmer secured as the 
price of his labour often had no relation whatever even to direct costs. He, 
too often, has taken what was left after other interests have secured their share 
of the consumers' dollar. 

In this chapter, as with the chapter on industry, we will have to treat the 
problems presented in different ways. This is due to the fact that our investiga
tions were of necessity not always conducted along exactly the same lines. 
Therefore, no exactly similar approach can be made to the problems of the four, 
groups of primary prnducers who have been brought to our attention; the live 
stock producer, the fruit and vegetable gro",er, the tobacco grower, and the 
fisherman. One unifying idea, however, runs throughout this whole discussion 
of the plight of the primary producer in whichever of the above four fields he 
operates, the idea of exploitation. 

The term, exploitation, is used in two senses. In popular use, the word 
means unfair utilization of others for one's own selfish ends. This is what is 
meant by saying that certain workers are sometimes "exploited" by 
grasping employers, or certain primary producers " exploited" by over-reaching 
buyers. This meaning carries an implication about ultimate standards of social 
justice and an appeal to social sympathy. It carries, also, an implied con
demnation of the "exploiters." The evidence leads us to believe that many 
primary producers have definitely been thus exploited. 

Bu~, this ide.a of " exploitation" is n?t a very satisfactory device for further 
economIC '!-nalysls. We, ther~fore, r~strICt the use of the word in this chapter 
to a .techDical e~onomlC me!,Dll!g w~,ch ~as been recently developed, chiefly by 
Enghsh econ~mlsts. ExplOitatIOn, m thiS narrower sense, exists where pro
ducers are paid less than the buyers are prepared to pay for the whole quantity 
on the market. This use of the term does not imply any standard of justice. 
It ~oe~ not cover aU. the cases of low, earnings which may appeal to one's sense 
of lusbce as demandmg redress. It Simply accepts as proper and fair the price 
w~lCh would be est~blished if simple competition obtained, even though that 
prICe may be undeSirably low. When many competing sellers are faced by a 
few buyers who act in concert or who tacitly agree to follow the lead of the 
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larger buyers, then exploitation becomes possible. The buyers may get the 
whole supply at a price less than they would be prepared to pay under condi- . 
mons of simple competition. Tbis price is then" unfair" as a result of inequality 
in bargaining power between buyers and sellers. The latter have been 
" exploited." 

Such a situation may be remediable. Although it may he impossible really 
to restore competition among the buyers, it may be possible to improve the 
bargaining position of the weak sellers. The exact measures which this will 
necessitate vary according to the particular characteristics of the occupation. 
Few measures are likely to be equally applicable to fish and tobacco, to wheat 
and live stock. Fundamentally, however, ·the problems are similar in that they 
grow out of imperfect competition. 

Remedial proposals must, however, be viewed with caution. Price-fixing, 
for example, may be dangerous in that, although one may fix the price by 
authority, one cannot force people to buy at that price. The fixed price may 
be too high to "clear the market" and, unless the supply is pooled, some 
unlucky sellers may be left with their stock unsold. The fixing of price, further 
may have unintended effects on future production and supply. Too high a 
price may stimulate increased production and ultimately thus defeat itself. 
This danger is particularly serious, if the increased production, as that which 
resulted from the British plan for rubber "valorization," takes place in some 
producing region outside the control of the price-fixing authority. Price-fixing 
must, therefore, be associated with production control. This, however, may at 
times become an exceedingly complex problem. If, under a pooled marketing 
scheme, the price is fixed too high to clear the market, the unsold surplus must be 
carried over, dumped or destroyed. All three procedures have serious dis
advantages. The possibility of successful price control is further diminished by 
any dependence on export outlets. Effective price control of an export com
modity may involve some sort of discrimination or dumping, which may pro
voke retaliation from abroad. 

Other remedial proposals-the diversion of production to more profitable 
alternative lines, improved marketing machinery to cut the cost of distribution 
or to increase the bargaining power of the sellers, the stimulation of con
sumer demand by advertising or improved quality-are more difficult to initiate 
but, if carried through, may produce more durable results. Whatever the 
remedy finally selected, there is sound theoretical justification for state inter
vention and leadership in any situation where imperfect competition produces 
exploitation. 

The strongest case for such intervention arises when the sole (or con
certed) buyer of raw material is also a monopolist in the sale of the finished 
product. As a monopolist, he will tend to limit his sales to that amount which 
will yield the maximum net profit. This implies a restriction of his purchases 
of the raw mat~rial, no matter how low its price may fall. His operation is 
doubly disadvantageous to the· primary producer, first, by depressing the price 
below the point that free competition would establish and, second, by abso
lutely limiting the total amount of raw material purchased. 

It is clear that the fundamental problem of the primary producer is finding 
profitable markets. The difficulty is not that he cannot produce enough goods. 
Nor is it that, having regard to potential demand and consumption, he produces 
too much. Neither is it that his products are not needed and desired. It is 
simply that they cannot be sold at a price sufficiently high to maintain a 
reasonable standard of living for the producer nor, paradoxically, bought at a 
price sufficiently low to permit necessary consumption by all in need. Competi
tion might, it is true, "in the long run," adjust this situation. But the short
run starvation of the primary producer may well diminish his vital interest in 
the successful functioning of economic laws in the long run. At the 8ame time, 
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. free competition in the international market, is checked on every hand by 
tariffs, quotas, exchange restrictions, and embargoes. The primary producer is 
therefore denied the possible benefits of free competition in the buying markets 
of the world; is exposed to all the rigours of frce competition in production at 
home, and finally, is subjected to exploitation by outright monopoly or impere 
feet competition among the domestic purchasers of his products. 

Apart from government control of production and prices, which is dis
cussed later in this section, only two remedies are available for the imme
diate emergency: enlarged markets, and the utilization of improved marketing 
machinery to prevent exploitation. 

The possibility of increased exports must continue to be vigorously explored 
by government through reciprocal trade agreements and by educating the pro
ducei' in the requirements, the idiosyncrasies perhaps, of foreign markets. It 
involves also a flexible tlU'iff policy. But no government can do as much for 
the producer as he can do for himself in co-operation with his fellows. The 
utmost effort of government in trade promotion must be backed up by 
co-operative exploration of every marketing technique to meet foreign or other 
requirements. 

The same principle obtains in the utilization of marketing machinery for 
domestic purposes. This machinery has been provided by the Natural Products 
Marketing Act, 1934, whereby Canada joined those countries, now 38 in 
number, which have passed legislation designed to facilitate collective bargain
ing by primary producers. When the small producer faces the big buyer, the 
government cannot directly prevent exploitation; but it can point the way 
to self-protection for such producers by encouraging co-operation even, possibly, 
to the extent of coercing a small and recalcitrant minority. 

There is danger, of course, as we have indicated above. The danger is 
that by co-operative restriction of supply, the primary producer may so raise 
price that he not only protects himself from exploitation, but becomes in turn 
an " exploiter" of the consuming public. But the persistence of uncooperative 
individualism among primary producers, and legislative safeguards serve to 
neutralize this danger. 

Something also can be done to lower the price of the things the primary 
producer buys. But in a world of growing monopoly and increasingly imper
fect competition, the immediate results of such a policy may be limited. In 
any event, every effort should be made to raise the price that the producer 
receives for his product. The problem here is essentially a marketing one. One 
approach towards its solution is, as indicated ahove, by developing and encour
aging co-operation among the producers themselves. 

The activities of governmental bodies, whether Federal or Provincial, have 
heretofore been chiefly concerned with assisting the farmer by experimenting 
in respect to better and cheaper methods of production, rather than with the 
equally important problem of marketing wh.at he produces. Emphasis now 
might well be placed on the latter. 

Between the farmer and the consumer there is an immense gap bridged 
by a chain of middlemen, each of whom exacts a proportion of the consumer's 
dollar. In many instances the amount received by the farmer for his product 
is only a fraction of that realized by this array of middlemen. The problem 
of how to raise the farmer's price is complicated, as we saw in chapter ii, 
by the fact that domestic consumption does not account for his total produc
tion. The following figures from the Dominion Bureau of Statistics show the 
relation of domestic consumption in 1933 to production: 

Wheat.. .. .. .. .. .. .. 35.9% Fruit-
Dairy products .. .. .. .. .. 95.4% Apples.. .. .. .. .. .... 31.0% 

Butter.. .. .. .. .. .. .. 98.5% l>enches .............. 100.0% 
Cheese.. .. .. .. .. .. 31.4% Strawberries.. .. .. .. 99.3% 

Cattle (Beef and Veal) Vegetables-
(estimated by pound). .. 95.0% Potatoes .......... . , .. 96.0% 

Hogs " ......... ...... 90.8% Turnips .... , ......... 97.3% 
ElZgB . ,-".. .. .. .. .. .. 99.1% Sugar beet., ....... , .... 96.9~ 

97131-10 
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It will be note~ from this table that, with the exceptiop of wheat, cheese, 
and apples, over nmety per cent of the production of these commodities is 
consumed in Canada. The surplus enters into foreign markets where it has to 
compete with the production, sometimes the cheap production, of other coun; 
tries. The price received for this exportable surplus, however, under present· 
conditions becomes the basis of the domestic price; one result of which, during 
the last few years, has been extremely low prices for agricultural products in 
Canada. These prices, indeed, have often reached a level far below the cost 
of production. 

This means that the agricultural population, which constitutes a large 
proportion of the total population of the country and consumes large quantities 
of manufactured goods, has had little or no buying power. This, in turn, has 
restricted the consumption and hence the manufacture of manufactured goods. 

If the necessity for increasing the farmer's buying power is admitted and 
if world conditions prevent this being accomplished by international action, 
the question arises whether domestic prices are to continue to be controlled by 
the price of the small exportable surplus. The alternative is to maintain a 
domestic price, if necessary by governmental action, in keeping with the domes
tic cost of production and allowing the exportable surplus to get what it can. 
Suggestions to this end have been made from time to time. The difficulties and 
dangers connected with them we have already pointed out. They have been 
frowned upon as being contrary to sound economic policy, and as ;n practice 
impossible of success, because control of prices would be useless without control 
of production, and control of production, to be effective, would have to extend 
to all primary products. 

The fact remains, however, that arrangements and efforts for such control 
have become increasingly popular and have attained at least some measure of 
success in the fields to which they have been applied. We cite, in our own 
country, the tobacco marketing agreement, and the potato marketing agreement, 
though these are yet too recent to warrant any considered judgment as to their 
results. We would men tion also in somewhat more detail, Canadian milk 
marketing schemes. At the beginning of this investigation, the Evidence 
and the Report of the Select Standing Committee of the House of Commons 
on Agriculture and Colonization respecting the fluid milk industry, which was 
presented to the House in 1933, was filed as an exhibit for consideration. In 
that Report it was recommended that provincial Boards should be established 
with definite powers of control. Already five of the provinces have followed 
the procedure recommended. Milk Boards have been set up in the provinces 
of Ontario and Quebec, while Manitoba, British Columbia, and Alberta have 
placed the distribution of fluid milk under the supervision of their respective 
utilities commissions. The result of this action has heen to maintain in each 
province a price to the primary producer which, it has been argued, could not 
have been realized otherwise. 

The regulation of milk prices and production is complicated by the fact 
that milk enters into a number of avenues of processing; cheese, butter, con
densed or powdered milk, etc. It is admitted that the most profitable way to 
dispose of our surplus milk production is in the form of cheese. Canadian 
cheese has, for many years enjoyed an enviable reputation in the United 
Kingdom, and has commanded a premium over the production of other countrie~ 
in that market. Cheese, like other farm products, meets competition in the 
British market with similar goods produced in New Zealand, Denmark, and 
other countries, and .although it enjoys a premium, has been unduly depressed 
in price bccause of this competition. Normally, 7 per cent or 8 per cent of our 
total milk production has been manufactured into cheese, but because of pre
vailing low prices for thiS produce, more milk is being diverted into the manu
facture of butter and other milk products, while our exports of cheese are 
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diminishing. At the same time there is grave danger of an abnormal surplus 
. of butter appearing on our Canadian market, which in turn will have the effect 
of further depressing butter prices. Steps, therefore, should be taken to stimu
late cheese production and at the same time keep our butter production within 
the range of domestic consumption. Several schemes have been advanced to 
accomplish this very desirable end, and we urge that immediate action be 
taken; as the situation is critical. 

Later in this chapter we make specific marketing recommendations in 
respect to specific commodities. We state here, however, our general conclusion 
that every effort should be made to explore the possibility of utilizing the Natural 
Products Marketing Act to ensure a fair price for farm products, especially those 
of which we have a negligible export surplus. 

2. THE TOBACCO GROWER 
1. INTRODUCTION 

We received evidence on all phases of the production of tobacco as well 
as many documents filed on tbe same subject. Witnesses examined included 
six growers, four represent9tives of grower co-operatives. five officials of the 
Imperial Tobacco Company, a former tobacco buyer of this company, and 
five independent manufacturers, distributors and dealers in the manufactured 
article. 

Possibly the clearest example of exploitation of the primary producer that 
came before us was that provided by the relationship between the tobacco manu
facturers, especially the Imperial Tobacco Company of Canada, Limited, and 
the tobacco grower during the period preceding 1934. This example also pro
vides an excellent instance of the degree to which a monopolistic buyer can dis
turb the ordinary workings of economic law in the fixation of prices. 

There can be no better proof of the fact that under certain circumstances 
market forces cannot determine values with absolute precision, than that found 
in the experience of the tobacco growers of Western Ontario during 1931 and 
1932. On the side of the produc.er there was lack of adequate information as to 
general market conditions and crop values, inability to adjust output to 
demand, and lack of effective. marketing organization. In turn, the manufac
turer used the power that comes from monopolistic control to limit domestic 
competition, and high protective tariffs restricted the competition of manufac
iured goods from abroad. The combination of weakness on the part of the 
grower and power on the part of the buyer made it possible, if not easy, for the 
Imperial Tobacco Company to force prices to the lowest point in what the 
economists call the "zone of indeterminateness," to the consequent distress of 
ihe producer. We do not suggest here or elsewhere in this chapter, that a mono
polistic organization even as powerful as the Imperial Tobacco Company can 
permanently control the law of supply and demand. Notwithstanding present 
hindrances to the free play of competitive forces, in the long run this law will 
prevail. We suggest, however, that while it is working, prices may be interfered 
wiih to the detriment of the producer in such a way that chaos and demoraliza
tion follow and some form of social control is necessary. 

2. TOBACCO PBonuCTION IN CANADA 

In Canada the growing of tobacco is limited to well-defined areas in the 
provinces of Ontario, Quebec, and British Columbia. The 1933 production 
figures indicate the relative position of these provinces. In that year Ontario 
produced 35· 5 million, Quebec 6 million, and British Columbia 300,000 pounds. 
Six different types of tobacco are grown in Canada, namely, bright flue-cured, 
Burley, cigar leaf, dark, large pipe, and small pipe. Of the total of 45 million 
pounds produced commercially in 1933, over 25 million pounds were of the 

87131-101 
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.bright flue-cured type, 9·5 million of Burley, 4 million of cigar leaf, and the 

.balance in the other types. The growth of flue-cured tobacco in Ontario has 
been the outstanding feature of the industry since the War, and it is this kind 
of tobacco production that we are more particularly concerned with in this 
section. 

Approximately three-quarters of the flue-cured crop in Ontario and a por
tion of the Burley are grown on the share-plan basis; the remainder is 
produced by farmer owners. Under the share-plan system the owner of the farm 
provides all the essentials for growing and conditioning the crop, takes care of 
other charges and expenses, and usually divides the proceeds from the sale 
equally between himself and the tenant-operator. Of the total flue-cured crop, 
approximately one-third is produced on farms owned by incorporated companies. 
In addition, there are several large independent growers operating ten or more 
farms. The usual crop unit for this type of tobacco is between 25 to 35 acres 
per share-man. 

The method whereby the tobacco crop is marketed in Canada is known as 
" barn buying." When the market opens, the tobacco buyer visits the farm and 
offers an average price per pound, which is supposed to be based on the top price 
fixed for the finest crop of the type concerned. 

This barn-buying system is considered by some as unsatisfactory, yet both 
producers and domestic buyers appear loath to abandon it. The alternative is 
the" auction-floor" system as used in the Southern United States. Under this 
method, the farmer grades his crop and sells it through the medium of an auction 
warehouse. These warehouses are independently owned and there is no direct 
contact between grower and buyer. This method of selling obviates the neces
sity of field inspection staffs, permits the grower to obtain cash at any time 
during the market by delivering his tobacco for sale at the warehouse, and in 
general allows similar prices to be paid for similar leaf. On the other hand, the 
grower is put to the erlra expense incurred by grading and by the payment of a 
selling commission and other charges to the warehouse. Finally, the auction
floor system has not been able to prevent such practices as "under-cover buy
ing" and "holding off" the market, which are features of the barn-buying 
method. Properly supervised and controlled, however, the auction system would 
appear to be the more logical method of marketing. 

3. GROWER ORGANIZATION 

In recent years some development of grower organization for the marketing 
of the crop has been attempted. In 1934 there were four growers' associations 
in existence in the East, two in Ontario and two in Quebec. In the latter prov
ince one association which has operated since 1913 now controls around 80 per 
cent of the cigar leaf grown in its district, whereas the other handles about 25 
per cent of all tobacco grown in its particular ares. These two organizations 
are of the usual co-operative or pool type, and members are compelled to market 
their tobacco through the medium of the respective associations. 

The associations in Ontario were limited, in 1934, to the flue-cured tobacco 
districts. One of them, with headquarters at Simcoe, is primarily a service 
organization, although it h86 a marketing subsidiary through which members 
may market their crops on a voluntary basis. The other organization is of a 
more orthodox co-operative type. Both furnish a crop appraisal service to 
members in order to assist in the sale of their product. Co-operative marketing 
operations were not attempted until early in 1933 when a joint marketing com
mittee was set up to control the sale of tobaccos delivered to either organization. 
Late in 1.934 a third association was formed in connection with the organization 
of the flue-cured growers under the Natural Products Marketing Act. Two 
service associations subsequently were organized by the Burley growers. 
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4. FLUE-CURED MARKETING IN ONTARIO 

An examination of the evidence with respect to the marketing of bright ftue
cured tobacco in Ontario in recent years shows clearly that a basic cause of 
distress amongst producers has been the too rapid expansion of the industry. 
High prices of course, were the main reason for this expansion but the Imperial 
Tobacco C~mpany was also partly responsible for it by maintaining an insuffi
cient spread between the better and the poorer crops, which resulted in inex
perienced and inefficient producers rushing in to grow tobacco on unsuita~le 
land. Expansion was further encouraged by the absence of carry-overs, whIch 
created a false impression of the potential size of the market. 

During this period of expansion many new growers commenced operations. 
Production increased from about 4 million pounds in 1926 to about 12 million in 
1930. Despite this rapid increase, prices only fell from an average of 33·9 
cents in 1927, to 29 cents in 1929. This season of 1930 proved to be the culmin
ation of the policy of high prices as a means of encouraging expansion. In that 
year, despite a crop one-third greater than that of 1929 and of inferior quality, 
the average price actually increased to 32 cents. 

The effect of this price soon became apparent in a tremendous expansion 
of the planted area in 1931. Although this expansion was to some extent due to 
the opening up of an overseas outlet in the United Kingdom during 1930, the 
high prices paid for the 1930 crop was the chief governing factor. The planted 
area was increased from 17,200 to 27,345 acres, and as a result of an extremely 
favourable season, production increased from 12,384,000 to 24,500,000 pounds. 
The leaf was admittedly the best in general quality yet produced in Ontario, 
partly as a result of weather conditions and partly in consequence of the change 
from the stalk-cut to the priming method of harvesting. Following the advice of 
the Imperial of Canada, about a million pounds were harvested by the latter 
method. A short time before the opening of the market, prospects of increased 
orders from the United Kingdom were diminished by the departure of that country 
from the gold standard. 

The market was opened by the Imperial of Canada on' October 6th, with a 
top price of 30 cents, coupled with instructions to its buyers to reach an average 
of about 22 to 23 cents. As is usually the case, the other buying companies 
followed the lead of Imperial Tobacco Company in the matter of price. The opin
ion of the New York officials of the parent organization, the British American 
Tobacco Company, Limited, that prices should be about 25 per cent below those 
of 1930 was apparently a factor in determining the price to be paid. A new 
company official was sent from Montreal to take charge of buying operations and 
as a result of his tactics, prices were driven ruthlessly down and both buyers and 
producers were demoralized. The final result of buying operations was that the 
crop was purchased at an average price of about 21 cents, as compared with 
32 cents in 1930. 

An examination of the crop inspection books of this Company clearly shows 
that deliberate advantage was taken of conditions to break the market. After 
the first week, the prices paid bore little relation to relative quality on the basis of 
the 30-cent top. Crops valued at 25 cents on that basis were bought for 15 to 18 
cents. This was in sharp contrast to the buying policy in previous years and was 
made possible by the fact that the growers were completely at the mercy of 
the buyers. 

The fact that these growers" took their medicine like men," to use the expres
sion of the Company's head buyer, was inadequate consolation for the resulting 
distress. The predecessor of this official alleged that it was " a panicky market" 
and" very improperly conducted" and that he was" ashamed of conditions." We 
feel that these expressions of opinion are comparatively mild in view of all the 
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circumstances. The possession of great power necessarily implies equally great 
responsibility. There is no indication that this fact influenced the Imperial 
Tobacco Company at this time. 

We are aware of the fact that some fall in price in 1931 was inevitable in 
view of conditions. We also received evidence from the Imperial of Canada 
that over-production was the basic reason for this· fall and that the Company 
had advised against expansion. In this connection, however, it should be pointed 
out that the growers, lacking statistical information as to leaf stocks held by 
manufacturers, were not in a position to plan production accordingly. Further
more, although the Imperial of Canada had warned against over-production, the 
effectiveness of these warnings was largely negatived by the action of the Com
pany in purchasing tobacco from new growers who had ignored the warnings. 

The final result of these operations was that the entire crop was purchased at 
an average 35 per cent below the 1930 price level. Some decline, we repeat, 
there had to be because of over-production. The buying policy of the Imperial 
of Canada did not cause it, but that policy did exaggerate it, forcing the price to 
a point lower than the Company had been prepared to pay at the beginning 
of the market season. 

Despite the saC. experience of the previous year and warnings against over
production, the planted acreage in 1932 was again increased. It was the old 
story of the grower hoping to neutralize the effects of falling prices by greater 
production. Satisfactory growing conditions resulted in the largest crop on 
record. General adoption of "priming" in place of stalk-cutting in harvesting, 
first introduced in 1931, coupled with improved varieties, resulted in a crop of 
the finest quality. The total crop amounted to 27·5 million pounds, an increase 
of 12·7 per cent over that of 1931. 

Ail in previous years, the market was opened by the Imperial Tobacco Com
pany and it is quite aparent that advantage was again taken of conditions sur
rounding the marketing of the crop unduly to depress the price. Apprehension 
and subsequent panic was caused amongst the growers by, first, unnecessarily 
delaying the opening of the market and later, by deliberately slowing down buy
ing operations. 

Opening of the market was held off until October 26th, three weeks later than 
in 1931, despite a crop maturing two weeks earlier. Evidence of the slowness of 
purchase is furnished by the fact that, whereas in 1931 the Company acquired 
87 per cent of its total purchases in the first two weeks, for the same period in 
1932, it acquired only 53 per cent. The reasons given by the Company for these 
delays are not impressive and we are forced to the conclusion that the deliberate 
motive was to increase the anxiety of the growers. By so doing, the growers 
would be in a submissive frame of mind which would facilitate the forcing 
of prices to the lowest possible level. Officials of the Company have stated 
that such allegations are " absurd and malicious." 

The top price paid was 24 Qents as compared with 30 cents in 1931. Even 
this lower basic price was not maintained, however, and the average was rapidly 
reduced from 22·5 cents on the opening day to about 12 cents on the eleventh 
day. Guarantees of financial assistance to the growers from the Ontario Govern
ment, coupled with increased orders from England, subsequently stiffened prices. 
Ultimately the entire crop was again absorbed, despite claims of over-production, 
but at an average of 16 cents per pound, representing a 20 per cent drop from 
the 1931 level. 

The following year, 1933, again saw an increase of planted acreage but 
extended drought conditions resulted in a yield of only 25 million pounds and a 
crop much inferior in quality. The market was opened by the Imperial Tobacco 
Company with the same top price of 24 cents. Buying was even slower than in 
1932, only 60 per cent of the crop being sold after six weeks of operation. The 
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unsold balance was packed chiefly by the co-operatives with the financial assist
ance of the Ontario Government and was finally sold in the autumn of 1934 at 
somewhat enhanced prices occasioned mainly by prospects of a short crop. The 
average secured for the 1933 crop was about 19·5 cents. 

The panic conditions of the two previous years were absent from the 1933 
markets. This was due to the strongly organized position of the growers backed 
by the financial support of the provincial government. In other words, the rela
tively stronger position of the growers prevented the buyers from exploiting 
them. 

It is apparent from the evidence that in the past there has been a distinct 
tendency on the part of certain of the buyers, especially the Imperial Tobacco 
Company, to attempt such exploitation. It may be argued that this is ordinary 
business practice, but we question its soundness, either in ethics or economics. 

5. THE TOBACCO GROWER IN QUEBEC 

In describing the plight of the Canadian tobacco grower during the recent 
years, the situation in the province of Quebec should not be ignored. Stress so 
far has been placed on conditions in Ontario, principally because flue-cured pro
duction in that province olIers a well-defined problem which admits of remedial 
treatment. Generally speaking, the position of the Quebec tobacco farmer has 
been even worse than that of the Ontario producer, but for different reasons. 

In Ontario, each season's apparent over-production up to 1933 eventually 
found its market, while in Quebec, there has been a yearly carry-over. With 
declining domestic consumption and with no export market to fall back on, con
ditions in Quebec may well be dcscribed as the worst in the industry. Wherever 
better than average prices were received, such as by the Yamaska Valley Co
operative, they have been due either to a special relationship that existed with 
the Imperial Tobacco Company, or to co-operative control of production and 
marketing. 

One of the features of the Quebec industry that differentiates it from other 
producing areas is the retail trade in leaf tobacco. Unmanufactured domestic 
leaf is free of excise duty and a considerable volume of business in this line is 
carried on, either direct from farmer, or through the medium of pedlars, small 
dealers and retail merchants. The value of this business is problematical. On 
the one hand, it is claimed that such tobacco competes with the manufactured 
product and lessens the demand for the leaf by the manufacturer. On the other 
hand, it has been submitted that the Quebec consumer prefers the raw leaf to 
the finished product, and that the limiting of this trade would divert his pur
chases toward Burley and flue-cured from the pipe types grown in Quebec. From 
the evidence submitted, it would appear that the latter contention is the more 
probable. 

It appears that the chief reason for the drastic fall of prices in Quebec has 
been caused by declining consumer demand in products containing Quebec
grown tobacco. Coupled with this, there has been a lack of organization among 
the majority of the growers, and a corresponding failure to co-operate in the 
improvement of the quality of leaf produced. It is probable, however, that the 
low prices of recent years have not offered sufficient inducement for the grower 
to spend time and money on measures of improvement. 

Viewing the situation as a whole, it is of importance to note that, apart from 
the immediate elIect on the tobacco grower of prices that give him little or no 
profit, the whole business community with which the farmer deals also suffers. 
Provision merchants, farm implement companies, fertilizer manufacturers and 
others, find their sales volume reduced and their old accounts difficult, if not 
impossible, to collect. Fertilizer companies are reported to have had $200,000 
worth of unpaid accounts in the Ontario tobacco-growing area alone, and sales 
in Quebec had been reduced to almost nothing as a result of low crop returns. 
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Owners of syndicate farms have been forced to finance their share-growers and, 
in many cases, have not been able to collect their advances. The general effect 
has been to produce a lower scale of business activity throughout the whole of 
the tobacco-growing districts. 

6. THE FLUE-QURED MARKETING AGREEMENT, 1934 
Since we received evidence on the tobacco industry in May, 1934, the 

plight of the grower of flue-cured tohacco in Ontario has greatly improved. 
This is due to the general improvement of conditions in Canada and indirectly 
to the increase in tobacco prices in the United States. It is due also to the 
adoption of a price agreement between grower and manufacturer following 
upon the inauguration of a tobacco marketing scheme under the provisions of 
the Natural Products Marketing Act. 

The representative of the Ontario Flue-Cured Growers' Association who 
appeared before us explained the arrangements that had been made to bring 
about a fair and orderly marketing of the 1934 crop. In respect to these 
arrangements it should be noted that tobacco is peculiarly suited for co-opera
tive marketing and price agreements between grower and manufacturer. The 
land that can be utilized for production is limited, substitute commodities are 
virtually non-existent, and foreign competition is not important. At the same 
time, it is probably pertinent to state tbat the ultimate success of any such 
marketing agreement, even under such favourable conditions, depends on the 
two sides to the agreement, grower and manufacturer, recognizing that any 
attempt to exploit the consumer and to fix prices at a higher levd than those 
which would result from a moderately free competitive market will result in 
ultimate collapse of the whole scheme. 

The present flue-cured tobacco marketing scheme grew out of negotiations 
begun shortly after evidence on the tobacco industry was received by us in 
May, 1934. These were crystallized into an agreement between the Ontario 
growers, the fiVll principal manufacturing buyers, and the two principal mer
chant packers of tobacco, wherein machinery was devised and set up for the 
operation of the flue-cured tobacco market for 1934 and the following two years. 

In June, another agreement was made covering 1934 alone. First the 
price was agreed upon, then methods were adopted for the proper distribution 
of this price to the individual grower. In order to determine price, the growers 
and manufacturers were to operate jointly an appraisal system. After making 
quality a prime consideration, prices were based on this appraised value. 
W. C. Macdonald, Inc., declined to sign this agreement and the growers moved 
to bring the industry under the provisions of the Natural Products Marketing 
Act. Since this Act permits any group of agricultural producers, properly 
organized, a certain measure of regulation and control over the marketing of 
their product, it was, therefore, logical that the growers and manufacturers 
should seek to incorporate their arrangements under the terms of the Act. 

Developing from the above agreement, therefore, is the Ontario Flue
Cured Tobacco Scheme approved on the 26th of October, 1934, and applying 
to flue-cured tobacco grown in the province of Ontario. The purpose of the 
scheme is to ensure more adequate returns to the producers and to place the 
manufacturers and packers on a fairer basis of competition. 

The scheme in its final form was the result of extended negotiations and 
thorough study; it was endorsed by 71 per cent of the growers, representing 
approximately 80 per cent of the land devoted to tobacco production. Before 
the scheme was approved, responsible manufacturers and packers of flue-cured 
tobacco met in conference with the Board and representatives of producers, and 
as a result certain amendments were made to the original scheme prepared by 
the growers. 

The scheme is administered by a Local Board on which, although the growers 
have a majority control, the packers and manufacturers also have a representa
tion. The Local Board has power to register producers, to license buyers, to fix 
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appraised values on all crops in rela.tion to a negotiated average apprnis.al for 
the entire flue-cured tobacco production, and generally to regulate the prImary 
marketing of such tobacco. Provision is made for the compensation of pro
ducers whose marketable leaf may be withheld from sale because of the exi
gencies of the situation. The scheme is self-supporting and requires no con
tributions from the public treasury. Under a Board of fourteen members, with 
headquarters at Simcoe, the greater part of tbe 1934 crop of over 21,000,000 
pounds was marketed at an average price of approximately 25 cents a pound, 
an increase of 40 per cent over that of the previous year. General satisfaction 
over this new state of affairs has been expressed by both producers and buyers. 

3. THE FRUIT AND VEGETABLE GROWER 
1. Low PRICES RECEIVED BY THE GROWERS 

In the chapter dealing with the canning industry in its manufacturing 
and distributive aspects it was stated that this industry is characterized by 
imperfect competition and dominated by one large company which has certain 
definite competitive advantages over all other companies in the industry. It 
was also stated that in the face of the dominating buyer the growers had little 
bargaining power and that during the last few years they had suffered severely 
from low prices. In this section of the present chapter we relate in more 
detail how such factors as those indicated above reacted against the interests 
of the grower. 

Two of the features of this industry (apart, of course, from general 
economic conditions) which have the most direct bearing upon the grower, are 
the proportion that the cost of his product bears to other costs and the con
tractual relationship hetween himself and the canning company for the supply 
and sale of his produce. 

We received considerable information on the first point, namely, the 
amount paid the growers and its relation to other costs and to total sales and 
earnings of the canner. The grower's share of prices received from Canadian 
Canners, Limited, for eight important products during 1933 (tomatoes, peas, 
corn, pears, cherries, beans, plums, peaches) as determined from the company's 
records, revealed that the growers received on the average, 18 per cent of the 
sales value. For the 62 months ended February 28, 1934, 21 per cent of 
the sales paid for the total produce purchased by the company. Earnings, 
with non-recurring profits eliminated and before bond interest and depreciation 
for this period, came to 43 per cent of the total cost of the produce. Over 
the last five years the cost of the produce ranged from 25·2 per cent to 
34·6 per cent of the total cost, and in the last year was less than the cost 
of the containers. The situation in respect to tomatoes, the most important 
of canned goods, is illustrated in the following table: 
COST OF PACKING AND SELLING ONE DOZEN CANS OF TOMATOES, No. 2~ SIZE CAN 

AND AVERAGE SELLING PRICE 

1929 1930 1931 1932 1933 

$ $ $ $ $ 

Cost or Produoo ................................... .256 .288 .205 .151 .141 

Prime Cost ............................ ', ......... .781 .804 .670 .594 .594 
Indireot L&bour •................•................. ,048 .015 .048 .079 .0.18 
Overhead ......................................... .077 .109 .092 .105 .086 
Selling .......•....................... ' ............ .033 .030 .0!6 .O!3 .O:!7 
FixedCh ......................................... .414 .297 .348 .4HI .444 

Average Cost ..................................... 1.353 1.285 1.184 1.217 1.189 
Averorge SeUm'f,Prioe ........... , ................. 1.312 1.175 .81 .84 .84 
Average Price aid Growers ~r bushel ............ .42 .44 .35 .26 .25 
PtrunllJge 01 Selling Price to rower .............. /9.4 '4.6 '6.8 11.9 IB.B 
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It will be noted from the above table that the year 1933 was that in which 
the lowest price was paid the producer for tomatoes, namely 25 cents per bushel. 
This was the same year that the company gave a bonus to holders of Second 
Preferred Stock, the major portion of which was owned or controlled by the 
officers and directors of the company. 

It will also be noted from the above table that in each of the above years, 
the average selling price of canned tomatoes was below cost. In the last three 
years the disparity was most striking. The sale of tomatoes constantly below 
cost has not only had a demoralizing effect throughout the trade in general but 
has helped to depress prices to the producer. 

The relation between selling price and cost of the produce is strikingly indi
cated by the fact that if in 1933 the consumer had paid one cent more for a can 
of tomatoes, this increase, divided into three parts, could have been passed on 
as follows: 24 per cent in gross profit ·to the company, 20 per cent increase in 
wages to the employees, and 40 percent greater return to the grower for his 
product. 

The trend of contract prices paid for produce shows a consistent decline in 
amounts received by growers over the years 1929 to 1933. The following table 
is taken from our investigation of Canadian Canners, Limited:-

AVERAGE CONTRACT PRICE PAID GROWERS 

Year of Pack 
Farm. Produce 

Tomatoes .... ...................................... . 
Peas .......••.•.......•.............................. 
Beans (green and wu) ..... .......................... . 
Asparagus ...... .................................... . 
Peachee ............ ................................. . 
Pears (bartlett) ..................................... . 
Strawberries ..................... ................... . 
Rupberries . ....................................... . 
Cherri .. (red) .................................•.•... 

Unit 

bushel 
ton 
ton 

pound 
pound 
pound 

qt. bo:r. 
qt. bo:r. 
pound 

1929 , 
.fa 

49.52 
76.00 

.14 

.04 

.03 
• 10 
.12 
.06 

1931 , 
.35 

39.72 
59.00 

.11 

.00 

.00 

.\0 . 

.15 

.03 

1933 , 
.26 

28.M 
40.54 

.08 

.00 

.02 

.03 

.06 

.02 

In addition to being governed by the volume of produce and probable 
demand for the finished product, contract prices are influenced by the price the 
canner received for his previous pack, by an estimate of the price the canner 
hopes he will be able to receive for the processed goods, and by the size of the 
carry-over from previous seasons. 

2. THE CANNER-GROWER CONTRACT 

The relationship between the grower and the canning company which estab
lishes the prices which the grower receives is generally covered by a written 
contract. This contract among other things deals with the acreage to be planted, 
the supply of suitable seed, the report of crop conditions, the maximum quanti
ties of produce per acre that is to be accepted, the quality of produce, penalties 
for lack of quality, the dates for beginning and ending delivery, limitation of 
deliveries, price to be paid for the produce, and the terms of payment. 

There is conflicting evidence as to the fairness to growers of some of the 
provisions of the various contract forms. In approaching this subject it ~hould 
be mentioned that the grower has very little to say in the preparation of the 
contract. It is not one prepared at the request of an organized group of growers 
by its legal adviser, but one that has been drawn up primarily for the protection 
and in the interests of the canning company. There is no evidence indicating 
that contracts have been submitted for approval to the growers as a group 
through a representative or otherwise. 
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The head of one of the largest canning companies stated that while the 
terms of a contract appear to he very rigid, they are in fact in favour of the 
grower, in that it is more practicable for the grower to sue under the contract 
than it would be for the company to sue the grower. A further statement in 
support of the fairness of the contract was to the effect that it is the grower who 
seeks it, thereby inferring that if the terms were unfair, this would not be so. 
lt is evident that under the terms of the contract the canner accepts certain 
responsibility and tbat these contracts insure to the grower a market close at 
hand, at a definite price for so much produce, and regardless of changes that 
may occur between planting and harvesting. Furthermore, in respect to the 
limitation of quantity contracted for and which often leaves the grower with 
large amounts of produce still in his fields, it is claimed that the purchaser can
not accept all that might be grown in years of abundant crops, without fear of 
financial embarrassment. Finally it was stated by the companies investigated 
that they have never actually been sued under the terms of the contracts. In 
this connection, however, we received evidence from the tomato growers in the 
Niagara District to the effect that there was sufficient breach of contract in the 
matter of dockage to have carried the case to the courts if they had been in a 
position to do so. 

lt is contended on behalf of the growers that the contract is all in favour 
of the company; that under it the grower was bound to deliver, but that the 
canner may escape its terms, and either not accept amounts stipulated or vary 
them according to his interests. No provision is made for arbitration and the 
canner is the sole judge as to quality, delivery time, and conditions permitting 
limitation of deliveries. There was the further contention that, whatever the 
form of contract may be, the grower's financial position is such that he is often 
obliged to accept it, even at prices below production costs. 

In the last ten years, clauses have been inserted in these contracts prohibit
ing growers from supplying other than the contracting canning companies. 
These have caused considerable dissatisfaction since they prevent the grower 
from contracting an additional acreage with a second company either in the 
same or in a distant location, though this might in no way interfere with his 
delivering a full measure of produce under the first contract. 

Under the prevailing terms of exclusive contracts, the grower is often left 
with large quantities of produce on hand at the end of tbe canning season. He 
feels that in this regard the contract is most unfair. 

3. DOCKAGE. 

·We also received numerous complaints from growers about excessive 
"dockage." Practically all products delivered to the canning factory are paid 
for by weight and on any deliveries not up to standard, adjustment is made by 
an arbitrary deduction from the delivered weight. This adjustment is known 
as dockage. The justification of the growers' complaints cannot be determined 
even with approximate accuracy, because of the incompleteness of records. The 
companies whose records were examined did not maintain a compilation which 
showed the degree to which dockage had been applied to any particular pack. 
There were kept, however, for the purpose of paying growers, memorandum 
records indicating the dockage, if any, on each delivery. 

Associated Quality Canners, Limited, stated ·that despite complaints of local 
growers, its dockage on tomatoes for one year at its Trenton plant, as checked 
by pay slips, amounted to only one-half per cent of the total delivered weight. 
A check on 680 deliveries of tomatoes from 31st of August to 30th of September, 
1932, to Factory 254 of the Canadian Canners, Limited, showed that 291 deliver
ies had been docked a percentage ranging from 0·36 to 6·06 and averaging 2·58 
of total delivered weight. 
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The contract determines the date at which deliveries of product to the 
factory are to begin. If this is at variance with the proper time at which the 
crop is ripe and should -be harvested, the quality of deliveries will suffer and 
dockage will be made accordingly, though the grower is not to blame. Com
plaints were also received as to other methods whereby it was claimed that the 
canning companies made unfair dockages from deliveries which, in their opinion, 
did not measure up to contract standards. 

Canners have denied such practices and have submitted evidence to show 
that the grower has been generously treated. While we are unable from lack 
of complete evidence, to come to any conclusion as to whether dockages generally 
have been excessive or unfair, it would appear that complaints of excess dockage 
have been most common when trade conditions were unsatisfactory. We would 
emphasize that the amount of dockage should be strictly in accordance with 
considerations of quality and should have nothing whatever to do with general 
trade conditions. 

We are informed that in 1934, either through the request of the canners or 
growers, or both, twelve inspectors of the Federal Department of Agriculture 
were stationed at seven canning factories to check each individual delivery of 
tomatoes for quality, grading and weight. Both the growers and the canners 
were apparently well satisfied with this inspection service, which was voluntary 
and experimental. It was restricted to tomatoes because of the importance of 
that product and the prevalence of dispute between canners and growers in 
respect to its grading and dockage. The canners bore the cost of the service 
which was roughly $4.50 per day for each inspector's services. 

We recommend the extension of this service eventually to cover all factories 
and all fruit and vegetable products received at the factories. The question of 
whether the canner or the government should bear the cost of the extended ser
vices might be left to the decision of the competent authorities of the government. 

4. HOME CANNING. 

One result of the dissatisfaction among the producers as to conditions in the 
canning industry, has been the increase in recent years of home-canning as an 
activity which might offer more profitable returns to the grower. Home-canning 
is not new, hnving existed many years ago among the farmers of Quebec, who 
were accustomed to convey their own canned goods to the local market. Later, 
producers began to co-operate in the growing and to pay others to process, 
occasionally to supply cans and cases, and to look after sales. A third develop
ment was one in which an individual or an organization would sell the farmer's 
home-canned produce on a commission basis. Finally, a fourth method was 
introduced wherein an organization contracted with individual farmers to have 
them grow and can their produce and would itself purchase the processed article 
at a price specified in advance. 

The Commission investigated the activities of an organization of this last 
type, namely, King and Rankin, Limited, which operates in Ontario. This com
pany supplies the farmer with the necessary canning equipment, cans, and 
other supplies, and provides technical assistance and delivery services. Opera
tions are comparatively small and output is mainly of canned tomatoes which 
require only a limited capital outlay for equipment. 

It was claimed that certain benefits accrue to the farmer-canner from home
canning in that spoilage in hauling and dockage are eliminated and surpluses 
are not left in the fields. With regard to the latter, however, if home-canning 
once limits the number of cans to be accepted, the problem of surplus crops will 
be present here as well. The grower, generally, is satisfied because unfair 
dockage cannot occur and a home-canning contract permits him to use his own 
judgment as to dates of operations and in no way restricts him from supplying 
other companies with his produce. In addition, he is exempt from sales tax, and 
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from inspection of his product if sold by him to the trade within the province 
of production. 

This method of canning tends to lessen overhead, administration, and invest
ment expenses; yet there was no evidence to show that the farmer benefits from 
such savings. In fact, under this form of operation, he receives no more per 
bushel for his produce than from the regular type of canning company and 
the absurdly low average of ten cents an hour for his labour. Finally, it may 
be said that .the growth of home-canning is primarily due to the farmer's 
antagonism to canners' contracts and to the opportunity now afforded him to 
market his full crop. 

There is evidence indicating that regular canning companies view the pres
ence of home-canning with some anxiety, particularly because it will increase the 
present glut of canned tomatoes and may drive prices further downward. 

5. RECOMMENDATIONS FOR REMEDIAL ACTION 

Home-canning, we feel, may afford the farmer rclease from certain practices 
not in his favour, but it is not necessarily a solution for his basic problem, that 
of uneconomically low prices. It may be held that such a solution is to be found 
in other directions, first, by a general improvement in conditions, and along with 
this by co-operative organization on the part of ' the grower in order to increase 
his bargaining strength against the large canners. Proposals to this end were 
presented to. the Commission by the representative of the Ontario Growers' 
Market Council, who outlined to us a scheme submitted for the approval of the 
Dominion Marketing Board under the Natural Products Marketing Act. This 
scheme contemplates:-

u. Improvement of the standards of jams, preserves, processed fruits or 
vegetables, promotion of ordinary marketing of the primary products 
used in the manufacture of jams, preserves, processed fruits or vege
tables, and promotion of fair trade practices in the marketing of jams, 
preserves, processed fruits or vegetables. 

b. The establishment of a minimum price for each primary product through 
a price negotiation board. 

c. The establishment of standards of jams, preserves, processed fruits or 
vegetables through a committee of standards. 

d. The establishment of a committee of fair practices. 
a The licensing of all processors who shall retain their licences while they 

observe the rulings of the local board; purchasing under the terms set 
by the price negotiation committee, manufacturing according to the 
standards set by the committee of standards, and selling the processed 
article under the code of fair practices established by the committee of 
fair practices. 

The Ontario Growers' Market Council is also in favour of: 
u. Establishment of a quota basis by growers and canners to get rid of 

present carry-overs. 
b. Official disclosure to growers and others of canned stocks on hand. 
c. Control over production of tomatoes exercised through purchases on a 

grading basis supervised by federal inspectors, 
d. A new form of contract and assistance in its development. 
e. Inspection and regulation of canning factories. 
f. Increased tariffs on fresh fruits and vegetables and a revision of seasonal 

regional tariffs. 
g. Legislation against use of fresh fruits and vegetables and canned goods 

as loss leaders. 
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Canadian Canners Limited also furnished us with certain ohservations on' 
conditions in the industry and recommendations to remove some of the difficulties 
disclosed. They sum these up as follows:-

a.. . . As far as our company is concerned, we are in favour of a com
mittee with equal representation of growers and canners, to discuss 
prices and contracts and also any other matters that may be the 
cause of differences hetween growers and canners. 

b. As set out in our brief, we are willing to adopt the growers contract 
submitted, subject to a few alterations to be decided in committee. 

c. Inasmuch as the home canners who grow their own vegetables are pay
ing no sales tax on canned vegetables, this is penalizing the grower who 
is supplying the commercial canners, and inasmuch as there are indica
tions that the packs this year will be in excess of the country's ability 
to consume, every possible encouragement should be given to the mer
chandising of these goods so that they can reach the consumer at reason
ably low prices and in this way increase consumption. 

Our suggestion is that the commercial canners and the home-canners be 
placed on exactly the same basis as far as sales tax is concerned and 
that the sales tax be cancelled. 

If. the government is of the opinion that the grower is entitled to con
sideration before the consumer, then we suggest that the equivalent of 
this sales tax, which it is proposed to cancel, be returned to the grower 
as an increase in his price for his produce. It would not he very diffi
cult to work out a plan which would carry out this suggestion. 

A study of the ahove proposals made both by the Ontario Growers' Associa
tion and the largest canning company would indicate a desire on the part of the 
various phases of the industry to co-operate with a view to solving their mutual 
prohlems. Indeed, concrete steps to this end have already been taken. We 
urge that the goyernment make every effort to facilitate these steps and to utilize 
the machinery of the Natural Products Marketing Act for the purpose of con
cluding an arrangement that will ensure for the grower a more reasonable price 
for his product than he now receives. 

4. THE LIVE STOCK PRODUCER 

1. CONDITION OF THE LIVE STOCK INDUSTRY. 

We received much evidence on the conditions ohtaining in respect to the 
production and marketing of live stock in this country. Thirty-three witnesses 
appeared before us on this subject, who represented the following branches 
of the industry: Co-operative Live Stock Associations, Ranchers, Drovers, 
Wholesale Butchers, Meat Packers and Live Stock Exchanges. 

We received evidence also from the Ministers of Agriculture of Manitoba, 
Saskatchewan and Alberta, as well as from members of the Committee on 
Agriculture and Colonization in the Ontario Legislative Assembly. The Animal 
Products Trade Commissioner of the Department of Trade and Commerce, 
stationed in London, England, also appeared before us, as well as officers of the 
Department o~ Agriculture. 

Finally, the Commissioner of Marketing for the Province of Ontario was 
instructed by us to report on the evidence already submitted and to conduct 
any further inquiries which he considered necessary. His report was received by 
the Commission and examined in detail. 

In the introductory section to this chapter we stated that the primary pro
ducer has borne a disproportionate share of the burden of falling price levels 
during the depression and that in many cases he had beeen the victim of.exploi
tation. The live atock industry provides a notable example of this situation. 
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During the recent depression, the live stock industry has suffered particularly 
through lack of profitable markets. The farmer producing grain has some 
alternatives in its disposal-he may sell it, feed it or hold it-but when a steer or 
hog is .. finished," it must be sold, as it rapidly deteriorates. Thus the farmer 
producing live stock is more completely at the mercy of the buyers than 
farmers producing other farm commodities and it is essential that extra 
precautions be taken to preserve his interests. There is no gainsaying the fact 
that criticism of the existing marketing system has been particularly rife during 
the past few years. The general dissatisfaction was expressed by many 
witnesses who appeared before us. 

During the years 1932, 1933, and most of 1934, cattle numbers were increas
ing, due largely to the earlier loss of the United States market which forced 
farmers to hold back animals which ordinarily would have been disposed of across 
the line. This increase in the number of cattle undoubtedly led to heavier 
marketings and forced prices lower. It was not until late in 1934 that the effect 
of lower prices became evident and that the rate of increase diminished. 

Thus the price of good and choice steers over 1,050 pounds at Toronto fell 
almost steadily for four years and, in 1933, averaged $4.63 per cwt.-less than 
one-half the comparable price for 1929. The low point was reached in February, 
1933 when this grade sold at $3.60 per cwt. in Toronto. Prices to western 
farmers and for lower grade animals actually reached a level where, in some 
instances, they were insufficient to pay freight and stockyard charges. The 
price of good and choice steers over 1,050 pounds at Calgary fell to $2.25 per 
cwt. in September, October and November, 1933. 

A similar situation occurred in hogs, although the quota established for 
Canadian bacon in the United Kingdom market began to correct the prices 
after the low in January, 1933. This correction did not take place until 
bacon hogs at Toronto established a low level of $3.50 per cwt. in January, 1933. 
Although 18 months of relatively favourable hog prices have now passed, farmers 
still have little confidence in a system in which violent and sudden price fluctua
tions occur, unexpectedly and without adequate explanation. 

Again, it is very- evident that the full lowering of prices was not carried 
through to the consumer so that consumption could be improved. If consump
tion was at a maximum under the low retail prices which existed, then consumers' 
purchasing power was not reflected in prices paid to the producer. The packer, 
the wholesaler and the retailer protected their margins on a falling market and 
since their costs and charges form a high proportion of wholesale and retail 
prices, this operated to prevent the commensurate decline of meat prices. A study 
of price indices clearly reveals this situation and also proves that these middle
men's margins are promptly, if slightly, increased as soon as rising prices permit. 

The problems of the live stock industry are largely confined to cattle and 
hogs. Sheep and lambs are produced in relatively small volume, their meat 
products form only a small fraction (about 5 per cent) of our meat consumption, 
and are barely sufficient to meet our domestic requirements. Pork and beef, on 
the other hand, form 95 per cent of our meat consumption and Canadian produc
tion is in excess of domestic requirements so that the prices of these products 
are subject to the vagaries of foreign demand. 

During the calendar year 1934, it is estimated that the percentages of our 
total live stock production exported alive or as meat, amounted to-

Bogs (pork) .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 14.8 per cent 
Cattle and calves (beef and veal) .. .. .. .. .. .. .. .. .. 4.9 per cent 
Sheep and lambs (mutton and lamb) .......... ,. .... 0.7 per cent 

These percentages, as a matter of fact, are higher than they have been in recent 
years because of the improvement in foreign live stock markets which featured 
the year 1934 and which promises to continue during 1935. Our domestic 
consumption of meat (absolutely and per capita) declined during the depression 
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years, decreases in pork and mutton and lamb more than offsetting the increase 
in beef. Imports of aU classes of meats, but particularly mutton and lamb, have 
been reduced. Despits the limitation of the Canadian market to the domestic 
product, surpluses have been accumulated and have not found a profitable market. 

The value of live stock on Canadian farms in 1934 was estimated at $413,-
837,000, made up as foUows:-

Horses •• •. .• •• •. •• •• •. .• •. •• .• •. •. •• •• •• •• $168,132,000 
Milch COWB .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 110,721,000 
Other cattle .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 84,657,000 
Swine .. .. .. .. ., .. .. .. .. .. .. .. .. .. .. •. .. .. 36,029,000 
Sheep .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .... 14,298,000 

The value of live stock sold off farms in 1934 (excluding horses) amounted 
to approximately $99 million, consisting of $36' 7 miUion for cattle and calves, 
$55' 2 million for swine, and $7·1 million for sheep and lambs. This combined 
figure was as low as $65 million in 1932 and the increase to $89 million in 1933 
was due to heavier marketings and the increased price of hogs. 

The numbers of live stock entering commercial markets in 1934 amounted 
to 5,711,488 head, consisting of 1,058,389 cattle, 698,432 calves, 928,989 sheep 
and lambs, and 3,025,678 swine. In addition, a large volume of live stock is 
slaughtered on farms. The decennial census enumerated such data for the year 
1930, disclosing that 447,773 head of cattle and calves, 195,095 sheep and lambs 
and 1,023,502 swine were disposed of by farm slaughter. These figures represent 
the foUowing percentages of commercial marketings in 1930:-

Cattle and calves ........ ........... , .. .. .. .. .. 33.5 per cent 
Sheep and lambs .. " .. .. .. .. .. .. .. .. .. .. .. .. .. 23.1 per cent 
Swine .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 44.4 per cent 

The importance of live stock in Canadian agriculture is further demon
strated by the number of farmers reporting the various classes. According to 
the census of 1931, there were 728,623 farms in Canada .. Of this number, 582,089 
reported horses, 552,204 reported cows in milk, 528,283 had "other" cattle, 
437,837 farms reported swine and 130,084 sheep. Bringing these figures to clearer 
terms, about 74 per cent of our farmers have cattle on their farms, 60 per cent 
have hogs and 18 per cent sheep. 

We feel that governmental endeavours in the interests of the Canadian 
farmer during the next few years should be directed to the rehabilitation of the 
live stock industry in aU its stages-the growth of suitable forage and grain 
crops, the breeding of desired types, the regulation of supply, the provision of 
adequate marketing facilities and the final disposal at a fair price. Such a con
centration of effort would fit logically into the adaptation of Canadian agricul
ture to changed world conditions. The bacon quota in the United Kingdom 
market is a very important factor in developing this new direction of Canadian 
agriCUlture. Emphasis should also be laid upon securing an increased export of 
Canadian live cattle or beef to the United Kingdom. 

Live stock is an important intermediary for the disposal of our grain and 
forage crops. About 80 per cent of our oat crop and 70 per cent of our barley 
crop are normally fed to live stock. Recently, however, these percentages have 
heen higher. In the 1933-34 season-the last for which marketing records are 
complete-85 per cent of our oat crop and 80 per cent of our barley crop were 
fed in this country, 261 and 51 million bushels, respectively. Seventsen million 
bushels (or 6 per cent) of our wheat crop were fed in the same year. All but a 
small fraction of 1 per cent of the hay and clover orop was fed to Canadian live 
stock. Large quantities of straw, roots and roughage were utili.ed in the same 
way. This is a country of great distances and, despite recent advances in trans
portation, it is still an economic proposition to reduce our farm production to 
commodities having the highest possible value per unit of weight or bulk. The 
live stock industry (including dairying) is the most important factor in this 
prooess. 
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In the re-direction of Canadian agriculture to changed world conditions, one 
of the important considerations must be the careful planning of crop production 
to the needs of our live-stock population. This definitely involves greater 
emphasis on the production and economical distribution Qf coarse grains and 
concentrates. Such a policy should lead to the production gf more hogs of the 
best quality and bring Canada nearer to filling the annual quota of 280 million 
pounds of bacon in the United Kingdom market. Any increase of poor quality 
would be harmful. 

We emphasize this because tbere is an apparent indifference of large num
bers of farmers to improvement of quality through breeding and feeding. Tbis 
is regrettable, but is a real factor in the troubles tbat beset tbe live stock 
industry. It may be due to the lack or insufficiency of premiums for quality, 
or to unstable prices or to other causes, but it has a decided effect in lowering 
the farmer's returns for his live stock. If the confidence of the producer in 
methods of marketing and price determination be established by correction of 
proven abuses, then some of these producers must realize their duties in the 
improvement of quality. Evidence shows that they are becoming increasingly 
aware of this fact. 

The percentage of select and bacon hogs has steadily increased for the past 
fifteen years and continued through the years of depression. This indicates 
that there are many farmers who have realized the importance of quality and 
have steadily improved their herds, notwithstanding the ruinous prices prevail
ing. In the year 1929, selects and bacons were 27 per cent of the hogs graded 
and, in 1933, 57 per cent. 

2. STOCKYABDS AND PUBLIC MARKETs. 
For the protection of the farming community, Departments of Agriculture 

"encouraged the establishment of the open market place, known as the public 
stock yards, and have adopted regulations for its management and control. This 
is the place to which it was expected all buyers would come, and to which, 
naturally, all sellers should come. Fo~ many years the public stock yards func
tioned in just this manner. Stock was accumulated by drovers, shippers or pro
ducers at country points, sent by rail to public stock yards, where numerous 
buyers in open competition bought their live stock, and thus the market price 
was fixed. In those days, there were numerous packers, butchers, exporters, 
feeders and others competing for the stock which arrived. The law of supply 
and demand had a fair field of operation and the producer was always ensured 
of getting a market price definitelY fixed by active competition. 

a. Lack of Competition in Purchasing: 
In recent years, this situation has completely changed. This change has 

been brought about, mainly, by two factors. First, the elimination of the small 
packing company and the wholesale butcher, either by merger and absorption 
or by cut-throat competition. To-day, as we saw in Chapter IV, the Meat 
Packing Industry has been concentrated in very few hands. Canada Packers, 
Ltd., is the dominating unit with a business greater than the next five packing 
companies combined. This development has reduced competition to the detri
ment of the producer. Canada Packers' buyers are to be found on the chief 
stockyards in Canada, and all are instructed as to price, methods and practices 
from a single office in Toronto. Swift Canadian Company, with plants at six 
centres in Canada, has its buyers on the same stockyards, directed from head 
office at Toronto. Burns, Limited, with plants at Calgary, Vancouver and 
Edmonton, has its buyers on all western yards, all directed from Calgary. Live 
stock purchasing is thus concentrated, with a result, as our evidence shows of 
lack of price competition among packer-buyers. ' 

m'l-11 
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There was uncontradicted evidence given to us by a former official of 
Canada Packers, Limited, that in Toronto it was the usual practice for this 
firm to arrange with Swifts, before the market opened, as to the prices to be 
paid for purchases of live stock. Also, the manager of the Western Stock 
Growers' Associlltion, one of the lllrgest ranchers in Alberta, gave evidence that 
if'a packers' buyer gave lin offer for cattle on the ranch, it would not be raised 
by any other, packer-buyer either on the ranch or in the stock yards. 

Another method adopted by the packers, which has reduced competition 
on the open market, is the practice of selling to the wholesale butcher carcasses 
on the rail, at cost price plus killing charges, and thus removing the wholesale 
butcher from competition on the public stock yards. 

b. Direct Shipments. 
The third factor which has affected competition is the fact that the packing 

companies have very vigorously developed a system of direct shipment of live 
stock to the packing plant, instead of to the stock yards. This direct ship
ment business has also been largely increased by the use of trucks, instead of 
rail, to carry live stock to market. With the development of good roads, there 
has been a very great increase in such shipments by truck. The trucker is not 
usually a stockman, nor an experienced salesman. He is chiefly interested in 
securing a remuneration for his service in trucking. The more trips he can 
make to market, the greater will be his retums. 

It is not unnatural, therefore, that many truckers have adopted the prac
tice of delivering the stock direct to the packing plant. If delivered to the 
stockyards, the trucker would require to remain on the yards until the live 
stock was sold, in order to take back the retums to the farmer. 

As a result of these factors-the vigorous effort of the packers to push 
direct shipments, the virtual elimination of the wholesale hutcher, and the 
truckers' advantage in direct shipments-the quantity of live stock delivered 
direct to the pa,cking plants has steadily increased and has assumed very large 
proportions. ' 

It should be noted that: 
(1) All live stock when delivered direct to the packer, are paid for on 

the packers' own weights, as shown by his own scales. In the public stock 
yards, all scales are operated by the Government. The weight is automatically 
punched upon the ticket, and the scale registers every five pounds, while some 
packers' scales register only every ten pounds. 

(2) When live stock other than hogs is delivered direct to the packers, it 
is graded by the packers themselves, and the price is fixed by the packer, 
according to the grade in which he may place the live stock. 

From the foregoing, it will be observed that the producer shipping direct 
is largely in the hands of the packer as to weights, grades and prices to be 
paid for his live stock. Such a producer, in effect, delivers his live stock to 
the packer and trusts that he will ,be treated fairly, as to weight, grade and 
price. He is unprotected by an agent or by any regulations except in the 
grading of hogs. In these circumstances, it is not difficult to see who is in 
the strong and who in the weak position. 

The prices paid for live stock shipped direct is said by the packers to be 
the market price. That market price is the price set where there is a com
petitive market, namely, on the public stock yards. The evidence submitted 
to us showed quite conclusively that the packer with his large supplies 
shipped direct, frequently abstained from buying upon the public stock yards. 
He was not a keen buyer because such a substantial portion of his demands 
were already met by direct shipment. These direct shipments. therefore, have 
the effect of breaking down the price upon the public stock yards, and when 
this price has heen so broken down to a level satisfactory to the packer, then 
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he secures his necessary supply. Not unnaturally, it follows that on a slow or 
draggy market, prices are easily depressed. 

The two largest packing companies have their head offices at Toronto, and 
their chief packing unit located there. The Toronto market, therefore, is the 
leading cattle market in Canada. The Union Stock Yards located there have 
two principal market days, Monday and Thursday, in each week. The market 
opens at nine o'clock, with, possibly, thousands of head of cattle. If buying is 
brisk and competition is keen, the producer is assured of better price condi
tions. If the packers' buyers remain off the market by reason of their supplies 
secured direct, then the market becomes heavy and depressed. One hour after 
the opening of the Toronto market, the Dominion Live Stock Commissioner 
forwards from his Toronto office to the markets of the West, which open one 
hour later than in the East, telegraphic information as to the conditions pre
vailing upon the Toronto market. If the buying is brisk at Toronto, it helps 
to sustain the western markets; if buying is dull, it helps to depress the 
western markets. If the buyers for the large packing plants remain off the 
market at Toronto, the telegraphic report of its draggy condition may enable 
the buyers of those same packing plants on western markets to secure their 
supplies at less than a fair price. If any western markets break, for any 
reason whatsoever, that information is immediately telegraphed to the Toronto 
market, and usually this has the effect of forcing the Toronto market into line 
with the western markets at lower levels. It will, therefore, be seen that direct 
shipments are of a distinct advantage to the packers, not only in leaving 
weights, grades and prices substantially within their own control, but also as 
a lever to use upon the open market at the stock yards to settle the price at 
which they will pay for the stock required. Then this price is used to pay 
for the direet shipments which have helped to establish it. 

The effect of direct shipments was emphasized in the Evidence as follows:-

By Mr. John M. McCallum, Chief of the Marketing Service of the Live Stock 
Brooch of the Dominion Department of Agriculture: 

By 

Producers lose the benefit of competition. 

Hon. D. G. Mackenzie, Minister of Agriculture for the Province of 
Manitoba: " 

Q. What would be the effect upon the public stock yards if direct ship
ments continue to increase for the next five years in the same propor
tion as they have during the last five years? 

A. I think that there you are getting at the very crux of the situation; 
recognizing the trend of the last five years. The fact that the trend 
is so definitely to the packing plants means that if it continues for 
another five years in the same proportion as at present, I think at the 
end of another five years our public stock yards would be put out of 
business. 

Q. What effect would that have upon the industry? 
A. Absolutely disastrous to the producer. 
Q. Why? 
A. Because it would eliminate the only competitive market he has. 
Q. But the loss of the public stock yard you think would be a calamity 

to the industry? 
A. Absolutely-I have no hesitation in saying that. 
Q. Perhaps through your knowledge and experience you could give the com

mittee an answer to the riddle as to why the farmer continues to ship 
to the buyer who weighs, grades and fixes the prices; what is the 
dominating factor there? 

A. Well, I would say that the dominating factor, if we can so describe it, 
is the truck driver. 

17111-111 
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Q. Why? 
A. The truck driver goes into the farmers' yards. His business primarily 

is getting freight for transportation purposes. He goes into the farmer's 
yard and gives service to the farmer in that he loads up perhaps in 
the evening and removes from the farmer the necessity of delivering 
his stock to the shipping point; and the farmer ordinarily is not con
cerned as to where he delivers it, and he leaves it largely to the trucker 
himself to determine where he goes. I do not want to leave the 
impression there that all truckers go to the packing plant. 

The Minister of Agriculture for the Province of Alberta, who appeared 
before us, recommended very strongly legislation requiring all live stock to be 
sold through stockyards. Also, the Chairman of the Agricultural Committee of 
the Legislature of the province of Ontario, submitted upwards of thirty resolutions 
from farmers' clubs throughout Ontario deprecating the growth of direct ship
ments and urging that all live stock be shipped and sold on a competitive public 
market. 

We recommend, therefore, that all shipments of live stock should be made 
to the public market where reasonably possible, to give all buyers an opportun
ity of competing for them, and to prevent direct shipments being used as a club 
in the hands of the packers to break down prices on the public stockyards. 

We would further recommend that direct shipments to packers' yards be 
subject to the same rules of weighing, grading, publication of prices, deliveries, 
sales competition and supervision as shipments are in the public stock yards. 

c. Stock Yard Fees and Auction Selling. 
The stock yard is the public market place for the sale of live stock. It 

exists for the purpose of receiving, keeping, feeding and delivering live stock. 
Its fees are received for the service thus rendered. It is alleged that these fees 
are too high. On the other hand, it is ·stated that the withdrawal of large quan
tities of live stock, through direct shipment to packers, leaves the stockyard 
with relatively the same overhead in land, plant, buildings and equipment. We 
believe that stockyard charges can he very materially decreased if an increased 
number of live stock passed through these yards. 

Auction selling might also be an improved method. Evidence was sub
mitted that at Edmonton live stock producers and commission men were anxious 
to try the auction method of selling, but that it was blocked by packer repre
sentatives. We recommend, therefore, that in cases where producers desire to 
sell stock by auction on the public stockyards, they be enabled to do so, and 
that regUlations be passed to this effect. 

d. Commission Agent8. 
On every stockyard there are certain live stock commission agents. Their 

sole function is to act as salesmen for the producer in disposing of his stock when 
consigned to him. They are under heavy bonds required by the Dominion 
Government and maintain shippers' trust accounts for all moneys belonging to 
their shippers. They are experienced salesmen, with a knowledge of the grades 
and quality of live stock. Their fees as commission agents are based upon a 
fixed sum per car or per head. We believe that the basis of charge should 
consist of a lower specific charge per car plus a commission reckoned on the 
value of the live stock sold. A combination of both car and percentage basis 
would be a further incentive to the commission agent to secure the highest 
possible price. 

While the number of commission firms operating on an:r market form a com
petitive selling force, there seems to be no doubt that there IS a heavy duplication 
of effort upon the part of these numerous firms, thereby adding to the expense 
of marketing, to the inj ury alike of the producer and the commission agent. For 
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example, the evidence disclosed that at Toronto it costs the firms operating 
there $20,000 per year in the aggregate, to maintain representatives at the gate 
soliciting the business of various truckers who come to the market. It costs 
another $20,000 for disseminating information as to markets over the long 
distance telephone, a service which is largely duplicated to the same people by 
various firms. 

The licensing of commission agents directly by the Dominion Government 
and a clear definition of their responsibilities would be a step forward. The 
number of agents operating on a yard could then be controlled. 

e. TruckerB. 
Careful attention must also be paid to the regulation of truckers' activities. 

Licensing, bonding and the use of standard bills of lading are strongly recom
mended. It is definitely not in the interests of the farmer to allow truckers to 
sell stock themselves and this practice should be prohibited. The evidence 
showed definitely that trucked-in stock brought the farmers generally a much 
lower price than that sold otherwise. It has however a bad effect far beyond 
the lower prices actually received for the trucked-in stock. 

3. MARKETING OF HOGS. 

In the marketing of hogs a system prevails in Canada which is not to be 
found in any other country in the world. With a view to improving the quality 
of our hogs, the regulations of the Federal Department of Agriculture require 
that $1 per head premium be paid on all which come up to the grade called 
"select." By this means the price of select hogs is automatically fixed at $1 
per head above the grade known as " bacon." 

Prior to 1927, the premium paid for selects was $2 per head, based upon a 
grade of hog known as " thick smooth." In that year the packers endeavoured 
to have the premium entirely wiped out, hut failed. They compromised at $1 
per head. In September, 1929, the grade known as "thick smooth" was 
abolished and divided into two grades known as " bacon" and " butcher" hogs. 
The bacon hog was -made the standard grade upon which prices were quoted. 
Fifty cents a hundredweight differential below the bacon hog was fixed for that 
class of hog formerly included in "thick smooth," but now segregated as a 
" butcher" hog. This division was made possible by an improvement in the 
quality of hogs. The records show that in the division of this grade from" thick 
smooth," the majority of the hogs fell into the class now called" hutcher," and 
accordingly a deduction was made in the price of these hogs, equal to the 
premium paid on "selects." As the number of "butchers" produced largely 
exceeds the number of "selects," the division was to the advantage of the 
packers, owing, first, to the use of "butchers" for the production of bacon for 
export to Great Britain, and, secondly, to their use in the fresh meat trade, where 
they often command a price equal to that of " selects" and" bacons." 

The various grades of hogs adopted by the packers and now recognized by 
the Department of Agriculture are as follows: select, bacon, butcher, light, 
heavy, iight sows, heavy sows. 

Though the government have fixed this premium of $1 per head on selects, the 
packers generally refuse to purchase any hogs of any kind unless they buy 
them upon the basis of a fixed differential in price. This differential is fixed 
by themselves. The producer has nothing whatever to say about it. This differ
ential means that the packer deducts from the price paid for the" bacon" grade 
certain definite fixed amounts for each of the grades lower than" bacon" grades, 
and will only pay for these grades on the basis of these reduced prices. For 
example, in a load of hogs containing these various grades, payment will be made 
on the following basis: 

Seleclr-Bacon price plus $1 per head. 
Bacon-Possibly $5 per cwt. 
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Butcher---$4.50 per cwt. 
Light---$4 per cwt. 
Heavy-$4 per cwt. 
Light sows---$3 per cwt. 
Heavy stlws---$2.50 per cwt. 

These grades, however, exist only for the purpose of making settlement with 
the producer. As soon as he is paid, the hogs lose their identity as grades, and 
thus you find all classes used equally for the domestic trade, and most of the 
classes used for export purposes. No such differential exists when the packer 
sells the product of the various grades. 

We believe that this is not in the interests of the producer, who should be 
able to sell his hogs grade by grade, and that the packing companies should be 
willing to buy according to grade. If the producer or his agent were able to sep
arate the grades and sell them by such a method, there would be greater com
petition among buyers for many of these grades. For example, lights and heavies 
are used in the fresh meat trade, just as are bac.on hogs. Indeed, all packers 
admitted that the products of lights, heavies and butchers were sold for the 
fresh pork trade as well as Wiltshire sides, an!! were also cured as bacons 
and hams for the export market. We have no doubt that there are many buyers 
who would be willing to purchase butcher hogs, light or heavy hogs for their par
ticular trade, but could not handle the entire load, and pay the premium neces
sary for selects. 

The manager for Swifts, who appeared before us, admitted that if the fixed 
differential was abolished the butcher hog" might sell against the bacon hog and 
then you have two men bringing in hogs of different quality, both getting the 
same price for some reason or other." For the same reason, we believe that 
lights, heavies and sows would bring a better price if sold in separate grades than 
if sold at the fixed differential. 

We recommend, therefore, that the system of sale of hogs by fixed differ
entials be discontinued with the exception of the premium on selects, and 
that each grade of hogs should be sold separately at whatever price it will bring. 
We are definitely of the opinion that this will tend to lessen the differential, as 
it will make competition possible from wholesale butchers and order buyers who 
are now unable to secure their supplies owing to the fact that they are in the 
market for one or possibly two grades of hogs. 

4. GRADING: HOGS ANn CATTLE. 

The system of grading by representatives of the Federal Department of 
Agriculture, has been a big factor in improving the quality of Canadian hogs. 
Of recent years, there has been introduced a system of grading on the rail, that is, 
grading the carcass. This system has some advantages and is popular in some 
places. It requires the marking of hogs to make possible the identification 
of each hog slaughtered after it is dressed. No such system of marking, however, 
has been worked out that would enable rail grading to be used generally in Can
ada. True, it is the system used in Denmark, but there the packing plants are 
scattered in small units throughout the country and they have no problem aris
ing out of the shipment of live stock for hundreds or thousands of miles such as 
we have in Canada. It is our opinion that grading of live hogs by the Department 
of Agriculture officials has been done efficiently, with a small percentage of 
errors, and should be continued. Rail grading should be introduced, and 
developed where conditions make it possible, and producers desire it. 

In the sale of cattle, no official grades have been established by the Gov
ernment. The packers have their own grades, the commission men sell accord
ing to thcir grades, and the price is paid according to that grade. It is import
ant, therefore, that there should be some definite official government grade, so 
that producers may be better protected on the grades of cattle marketed by 
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them. We believe further, that when packers have bought cattle and paid for 
them according to a grade, even such as they establish themselves, such cattle, 
when killed, should be sold to the consumer by the same grade. 

We recommend, therefore, that cattle be graded and sold on grades. 

5. RmAILlNG OF MEAT PRODUCTS. 

Chain store activities and packer connections with the same have been 
investigated, and we believe that they are not in the interests of the producers. 
Weakoesses in the present system of retailing are, however, due also to other and 
deep-rooted causes. There is, for instance, great abuse existing in the retail trade 
in regard to the matter of quality for price, and great injury done to the con
sumer and indirectly to the producer by the non-recognition of quality. Poor 
meat is sold for good meat, and meat not inspected for tuberculosis comes into 
competition with inspected meat. In London, Ontario, conditions were so un
satisfactory that the sale of boneless veal was prohibited by a municipal regu
lation. One witness stated that the low-grade veal is mixed with a few pieces of 
better-class veal and worked into rolls. Such practices cannot help but destroy 
the market for meat. There has been developed, in advertising, it is true, the 
use of such phrases as " Baby beef," " Milk-fed veal," ete. These phrases, how
ever, mean little except as a method of deceiving the public. 

Cutters, canners, bologuas, and bulls all provide a low-quality beef. The 
meat from these animals should not be sold under conditions that make it pos
sible to have it passed as beef from better class animals. These practices, in our 
opinion, definitely point to the need for meat grading, so that the customer will 
be able to determine what he is getting. -

The increasing demand for red and blue label beef is an indication of the 
consumers' appreciation of quality, when sure of that quality. As one witness 
who appeared before us stated:-

That the public are receptive to suggestiona of this kind is shown in 
the results of the beef grading policy which, as you are aware, was inaugu
rated by the federal government in 1928. Tbis policy established two 
grades, red label and blue label, and provided grading services in abattoirs. 

In spite of the puny effort placed behind the publicization of this 
policy, increases in graded beef consumption were spectacular. Here are 
the figures:-
Year Red label Blue label Totallba. 
1931 .. .. .. .. .. .. .. .. .. .... 6.346,558 10,894,190 17,240,748 
1932 .. .. .. .. .. .. .. .. .. .... 7,534,881 14,213,887 21,748,768 
1933 .. .. .. .. .. .. .. .. .. .... 9,885,635 20,796,974 30,682,609 

The cattlemen's criticism of this policy is that no adequate effort has 
been made to explain it to the buying public (with the result that in every 
city in Canada certain butchers, exhibiting the health of animals branch 
stamp of approval and indicating it is as the blue brand, have fraudulently 
capitalized on the policy) and that no adequate return has been made 
to the producer of branded beef. I might say that beef killed and medic
ally inspected in a medically inspected abattoir have a blue stamp on 
them, that is approving the health of the cow. The average housewife 
will point to this, and she does not know anything different. T~e prices 
paid for cattle qualified for the red and blue label when hung on the rail 
and those not suitable for grading, choice though they may be, are one and 
the same. No premium is paid for quality, that is, has never been returned 
to the primary producer as a premium.1 

Abundant evidence was furnished us tbat cattle of the lowrlst grade known 
in the trade as " cutters and canners," purchased at prices below one dollar per 
hundred, found their way into the fresh meat trade, and were sold by the packers 

1 Evidelltle of the Commi-ttee, page 738--9. 
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at as high as eight cents per pound. The effect of the sale of such low quality 
product is to prevent the producer of better grades from getting a fair price for 
bis product. 

It was alleged by certain witnesses for the packers that the low price paid 
for the highest quality of cattle was due to the over-supply. In previous years 
it is stated this surplus was taken off tbe market by export trade, to the extent 
of about 10 per cent per year, thereby maintaining fair market prices for the 
remaining 90 per cent consumed in Canada. We believe that if all that class of 
cattle known as " cutters and canners" which bring a price of less than I, cents 
per pound, on the Toronto markets, were prohibited from entering the fresh meat 
trade, the effect would be to remove all surplus by removing the lowest grade, 
and thereby to maintain a fairer market return for the better grades of cattle. 
This would be in the interests of the consumers as well as the producers. 

Prices charged for canner beef would indicate that better quality should be 
supplied. The Commission received evidence that prices quoted on such beef 
by packers ranged from 5, to 10 cents per pound. 

It is difficult to believe that there is need for selling beef from animals of 
this type and it is recommended that a percentage of tbem be removed from the 
beef trade and diverted to other uses, such as fertilizer, tankage, etc. 

Municipal and smaller abattoirs, not inspected at present, should be placed 
under the Health of Animals Branch. This extension of authority should be 
instituted immediately, in co-operation with provincial and municipal officials. 
Cattle infected with tuberculosis should be absolutely excluded from the country 
killings wherever possible, as well as from the commercial slaughterings. Diseased, 
old and thin stock should be kept off the market entirely; they sbould be used 
for tankage or fertilizer or consigned to the graveyard. 

6. THE EXPORT TRADE. 
The handling of live stock and meat products for tbe export trade needs a 

greater measure· of supervision, particularly in bacon and pork products. A 
satisfactory solution can only be obtained by co-operation of all the interested 
parties-producers' and marketing organizations, shipping companies, and Gov
ernment departments interested. 

a. Cattle Exports. 
Live cattle should be graded before export to Great Britain. There are 

no more critical cattle men, or butchers, in the world than those of Great 
Britain, where cattle herds are as fine as any in the world. For years, Canada 
has tried to secure access to the British market for her live stock, and now that 
it is open, every effort should be made to ensure that only cattle of the right 
quality reach that market from this country. Careless individual shippers 
should not be allowed to damage the reputation of Canadian cattle in the 
British Isles. 

b. Export of Pig Products. 
The export of bacon and pig products to Great Britain is not sati.factory 

and we are satisfied that an improvement is, and has been, possible. It has 
been pointed out by witnesses that the price of bacon hogs (the basic hog 
in Canada) is determined by the price paid for bacon in Great Britain. The 
Canadian Government and the Canadian packers have carried on an intensive 
campaign for over fifteen years to persuade farmers to improve the quality of 
hogs in Canada, so that Canadian bacon might compete with Danish bacon 
in the British market. As a result there was a distinct improvement in the 
quality of hogs and, for a time, Canadian bacon was selling for almost the 
same price on the British market as the Danish product. During the last two 
years, however, the spread hetween Danish and Canadian bacon has widened; 
the average spread being about ten shillings for 112 pounds. Packer "itnesses 
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have said that this is due to the poor quality of Canadian hogs. This does not 
appear to be a correct answer, as Canadian bacon and select hogs have 
improved steadily in quality as well as in percentage over the last fifteen years. 
Neither is it due to a scarcity of bacons and selects. Thirty-five per cent of 
our Canadian hogs grade bacon or selects, and our exports of hogs to Great 
Britain are only about ten per cent of our total production. 

Packer witnesses have admitted that there are five grades of hogs from 
which bacon shipped to the British market is made, viz: selects, bacons, 
butchers, lights and heavies. Butchers, lights and heavies are all subject to 
a fixed differential of 50 cents to $1 per one hundred pounds below bacon hogs 
when purchased by the packers, because they are regarded as inferior hogs. 
Therefore, it seems altogether wrong that bacon from these hogs should be 
included in shipments to Great Britain and in that grade of bacon that sets, 
to the advantage of the packer, the basic price in Great Britain and hence the 
price of bacon hogs in Canada. 

The A grade bacon should be composed of sides from select and bacon 
hogs only, and should be carefully graded to ensure that any inferior sides 
from selects or bacon hogs are excluded, as well as any inferior from the stand
point of dressing or cure. Canada's total exports to Great Britain have not 
exceeded thirty per cent of the selects or bacons marketed. Lights, heavies and 
butchers should be absolutely excluded from A grade. It seems reasonable to 
expect that those farmers who have responded to the call for better quality 
should be assured that the hacon from the best of their product should set the 
price, especially as they produce suflicient of that best to fully meet· the 
demand. 

The present grading system is not satisfactory. Grading of bacon for 
export is done in Canada by the packers and evidence shows that in some cases 
it was not properly done. Grading of bacon, and also hams, should be done 
in Canada by qualified Government inspectors. Farmers have a right to expcct 
that such grading be as rigidly enforced by the Government through its own 
inspectors as is the case with live hogs. 

This whole subject is of such importance to the primary producer that we 
feel some quotations from the evidence concerning it are justified. 

J. S. MacLean, President, Canada Packers Ltd. (Pa{Je !51 of the Evidence 
of the Committee) 

You see if the market advances, the Canadian price here goes up imme
diately, and if the market declines, the Canadian price goes down 
immediately; and the hogs are bought on the basis of the English 
market practically all the time. Remember that is not an absolute 
rule, because there are a hundred variations to it. But the variation 
from the export basis is always small, so that if the hogs, if the 
bacon were select, it would bring six shillings more, and the farmer 
would benefit correspondingly. I hope I have made that clear, Mr. 
Factor, so that, if throughout this year, bacon had sold all the time at 
a price of six shillings higher than it actually did, the Canadian farmer 
would have received a cent a pound, two dollars a hog, or $12,000,000 
more for his hogs this year. 

Mr. Senn: 
Q. Practically ten per cent of our production of hogs, they tell me, is 

exported? 
A. Yes. 
Q. Can you tell me what proportion of hogs which come to the abattoirs 

are select? What percentage? 
A. They get about 20 per cent. 
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Q. How do you account for the fact that we can't send ten per cent of 
first-class select bacon overseas? 

A. For many reasons, the two principal ones are the select hogs don't all 
go to the export packers, which 'cuts it down, I suppose, about fifty 
or sixty per cent, and tbese bogs are killed by packing houses, wbicb 
are not in the export trade; and of the actual select hogs that are 
killed in the packing houses, about 25 per cent are bruised in such 
a way tbat they are not suitable for Wiltshire sides. Then besides 
that, these packing houses that export bacon also have a domestic 
trade; they can't divert all their gopd hogs from' their domestic trade 
to their export trade. 

By the Chairman (page !'To of the Committee Evidence): 
Q. No, I do not misunderstand. I understand very clearly two points: 

one is, that complaints came from Great Britain during the past six 
months, because of the inferior class of bacon that we have been send
ing over there, not our best, not our select, but our second grade. 
There have been a lot of complaints. I am stating tbat definitely. 
and knowing what I am talking about? 

A. It is possible you do not understand all those complaints. 
Q. That is one statement. The second is this, that one of your repre

sentatives said they preferred to send a certain proportion, and he said 
a very substantial proportion of what he called seconds. " ... 

Q. If we were raising all bacon or all select hogs, there would not be any 
seconds shipped. . . . . . . 

A. Selects are about 20 per cent and bacons about 30 ..... . 
A. Bacon hogs I mean-out of the 50 per cent, there would not be any

thing of that lower 50 go to England. 

E. J. Smith, representative of White Pac/cing Co., Stratford (Page 1115 of the 
Committee Evidence): 

Q. You have made a specialty of buying Canadian bams in your business 
and you have a large demand for them? 

A. Yes. 
Q. Out of your hogs you make your Wiltshire sides from both the select, 

the bacons, the butchers, and the lights? 
A. Yes. 
Q. Then they are Bent over to the Old Country in the form of Wiltshire 

sides? 
A. Yes. 

Mr. Sommerville: 
Q. Would you just look over that list and tell me if that is not a list of the 

requirements of weights and grades of the British Market? 
A. These are the selections and leanness of No. 1 selection, fifty to fifty

five pounds; fifty-five to sixty pounds; sixty to sixty-five pounds; and 
sixty-five to seventy pounds. Perhaps the greater proportion of the 
sides will come within these ranges. There are some at times that are 
less than fifty pounds and some at times more than seventy pounds. 

Q. Yes, but we will keep to this range at this time. I observe that No.1 
selection consists of four different classes, weight fifty to fifty-five 
pounds; that could be made from a light hog? 

A. A light hog. 
Q. And fifty-five to sixty pounds could be made from a select or bacon? 
A. Yes. 
Q. And sixty to sixty-five pounds from a select. or bacon, and sixty-five to 

seventy pounds could also be made from a heavy? 
A. Yes. 
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Q. So that you may have in the first grade of hogs that range from fifty 
to seventy pounds, Wiltshire sides, that may be made from either 
selects, bacons, butchers, lights or heavies? 

A. Yes. 
Q. Then prices are affected by the weights of the sides, are they not? 
A. To a certain extent they are. 
Q. And the most desirable sides are from fifty-five to sixty and sixty to 

sixty-five pounds? 
A. Yes, sir. 

Mr. Wilson, Animal Products Trade Commissioner in England (p. 11S9 of the 
Committee Evidenc.e): 

Referring to Canadian bacon itself, and relating to its quality, the 
exports expanded so rapidly that it was inevitable the variation in the 
types of side, trim and general quality would be wider. I presume, too, it 
was only human that each Canadian exporter was anxious in the 
changed relative positions of foreign import bacon, to develop his 
clientele in the Old Country as rapidly as possible, with a view to bet
tering his selling connection in the future; and that may have led to 
leniency in shipping qualities of bacon such as were described by Mr. 
Smith this afternoon. Might I also mention, that there were several 
Canadian packing houses who started to export bacon as well, and, not 
being familiar with conditions in the United Kingdom, they had some
thing to learn. Within the short period of from eight to fifteen months 
in which these respective new shippers have been sending forward their 
bacon, they have made very nice progress in improving its quality. 

W. W. Kennedy (Acting Chairman) : 
Q. Has the fact that a certain amount of inferior hacon has gone over there, 

destroyed to any extent the reputation of Canadian bacon? 
A. It has affected it, there is no doubt about that; because, irrespective of 

merits of particular brands, all our bacon is looked on as Canadian 
bacon, and the higher the percentage is of, shall we say, No.2 bacon, 
because some of it goes over-and tile greater the irregularity in the 
type of sides, the greater will be the depressing effect upon Canadian 
bacon prices. 

Summing up, we feel that the system at present in vogue in handling Cana
dian bacon on the British market operates primarily to the advantage of the 
packer exporter and the distributor concerns on the British market, and that 
there is insufficient consideration given to the interest of the primary producer. 
If, however, as the President of Canada Packers has declared, the price of bacon 
in Great Britain fixes the price of hogs in Canada, it is obviously of vital impor
tance to the producer of hogs that the marketing of Canadian bacon should be 
on a fair and equitsble basis. 

Evidence given us has shown that it was possible to secure for high-class 
Canadian bacon a price substantially in advance of the prevailing price and a 
figure practically equivalent to that of Danish bacon. This, however, was 
secured only through British marketing agencies other than those included in 
the British Bacon Committee. It was also pointed out that predatory action 
had been taken by the Bacon Committee to discourage independent dealers from 
handling Canadian bacon, such as the .. Big , 0 ' Brand," at a price above the 
U official" price. 

The fact that the packing companies include in Grade "A," bacon made 
from several ('lasses of hogs, including" select.s," Cl butcher," "light," U heavies," 
and that the Bacon Committee in Great Britain is composed of British distribu
tors who work in rlose co-operation with the Canadian packers, discloses, in our 
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opinion, a condition in the marketing of Canadian bacon in Great Britain which 
demands the attention of an independent body with government authority in 
order that the producers' interests may be properly protected. 

Elsewhere in this Report we recommend that a board be set up to supervise 
the live stock and meat production industry. This board should, in our opinion, 
immediately on its appointment make a careful survey of the situation in the 
British market with a view to: 

(a) Ascertaining to what extent Canadian packers and the British Bacon 
Committee operate as a mutual body; and 

(b) To revise the grading of export bacon so as to insure the highest pos
sible price for Canadian" selects" and" bacon" hogs; and 

(e) To secure such a system of distribution as will satisfactorily meet the 
requirements of the British trade, while at the same time insuring full 
and adequate protection to the producer of hogs in Canada. 

7. FRE,GHT RATES AND THE LIVE STOCK PBODUCER. 

The place of the railway companies in the development of a better live 
stock policy, is important. The matter of freight rates, whether referring to 
stock for e""port, feeding in transit or for domestic slaughter, requires adjust
ment. 

More respect should be paid to the basic fact that cattle are vitally necessary 
to a permanent agriculture. Drastic steps are justified to support· this industry 
in a reasonably profitable state. "'hen a prospective market for feed wheat in 
the United States loomed up during the past winter, there was a prompt reduction 
of freight rates to facilitate the Canadian movement. Similar action on export 
live stock rates is justifiable. In regard to "feeding in transit" rates, a shift 
in the areas of finishing of beef cattle, produced on the ranches of the West on 
farms in Alberta and Saskatchewan and Manitoba, bas developed in recent 
years. Feed in. transit rates were established to encourage feeding of western 
cattle in Ontario. It would seem that they are equally justified and necessary 
to facilitate movement of feeder cattle to Prairie points. 

8. CONCLUSION. 

There is need for organization of the marketing of live stock, and especi
ally cattle, in this country, to ensure for tb.e producer a fair price; something 
which he certainly does not receive at present. 

Vl'hile we are confident that our recommendations, if carried out, will do 
much to help the live stock industry, we believe that very few of these matters 
are capable of automatic operation. They require constant supervision and study. 
Live stock producers are attempting to organize under the Natural Products 
Marketing Act. The United States market is again taking some cattle from this 
country. Markets are changing, and these changes will bring probleIDS as well 
as advantages. 

It is true that the price of hogs has been raised in Canada due to the 
Ottawa Agreements and the British Pig Scheme, and that during this past year 
they were at a fair level. In respect to cattle, however, prices ruling during 
1933 and 1934 were at about one-third to one-half the cost of production. The 
situation, therefore, is still acute. 

As a step toward the solution of some at least of the problems which we 
have outlined, we recommend the establishment of a Live Stock Board, under 
appropriate jurisdiction. The duties of the Board should include, among others, 
the following:-

(a) The prompt dissemination of information to producers and the trade 
generally, in respect to production, marketing, stocks, and prices, both 
export and domestic; 
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(b) Administrative jurisdiction in matters connected with all phases of live 
stock marketing and in connection with disputes between producers, 
processors, etc.; 

(c) Licensing and supervision of tru~kers, dealers and export packers; 
where necessary in co-operation with provincial authorities; 

(d) Adequate inspection of all marketing stages and action to correct 
abuses; 

(e) Co-operation with producers, processors and the trade generally, to 
ensure as far as possible a balance between production and available 
markets; 

(f) To encourage the organization of producers of live stock for regular and 
orderly marketing; 

(g) Improvement of quality of all live stock; 
(h) The formation of a uniform policy on external marketing, with a view 

not only to promoting new, but also retaining and developing, exist
ing markets; 

(i) The stabilization of supplies, and the regulation of quality to each par
ticular market; 

(i) The utilization of all available means to secure fair returns to the 
primary producers of good stock. 

5. THE FISHING INDUSTRY 

1. GENERAL CONDITIONS IN THE INDUSTRY. 

a. Introductory. 
We now come to an occupation which is important, not merely to the pri

mary producer engaged in it, but to the whole economic life of Canada's Mari
time provinces. We deal with it here in somewhat greater detail than we have 
done with the other aspects of primary production brought to our notice. This is 
primarily due to the fact that the whole industry is treated in the one chapter; 
not merely that phase of it which concerns the producer. If we had followed the 
order of our other investigations we would have dealt with the processing ane! 
distributing phase of the industry in Chapter IV and with the fishermen alone 
here. It is extremely difficult, however, to separate the various phases of this 
industry, and we have, therefore, adopted the plan of consolidating our con
sideration of this important branch of our national economy in one section. 

It should perhaps be added tliat our investigations covered merely the fish
eries of the Atlantic Ocean and did not touch upon fresh water or Pacific fisheries. 

With these reservations, we inquired carefully into the position of the 
primary producer in the fishing industry. The opportunity was given to a 
number of practical fishermen to apl'ear before us and to give us valuable 
evidence hased on an intimate knowledge of the industry. Of these witnesses 
representing the fishermen six were from the province of Nova Scotia, six from 
New Brunswick, two from Prince Edward Island and three from the province of 
Quebec. 

Witnesses representing the distributing and marketing phases of the industry 
appeared before us. We also received evidence from our auditor who had con
ducted an inquiry into the records of the largest fresh fish distributing company 
on the Atlantic Coast. Finally, we received a report from our investigator 
who had been especially commissioned to conduct an inquiry into the fishing 
industry. 

b. Extent and Importance of the Industry. 
It is desirable, in the first place, to refer to the nature and extent of this 

industry which is one of Canada's ~eat natural resources. 
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Adjacent to the Maritime Provinces there is an ocean fishing area of 
approximately 200,000 square miles, and in addition there are 15,000 square miles 
of in-shore fishing waters directly under the control of the Government of 
Canada. 

The principal products of this large area are cod, haddock, hake, herring, 
halihut, pollock, mackerel, sardines, salmon, smelts, swordfish, tuna, lobsters, 
oysters and clams. 

The average yearly market value of the catch in the Maritime Provinces 
from 1927 to 1933 inclusive, was over $14,500,000, or over 35 per cent of the 
total value of all fish taken in Canada during that period. In 1933 the market 
value of the catch was $9,914,068. 

The average yearly value of the catch in Quebec of sea fish only during the 
period 1920-1932 was $1,990,000. In 1932 the market value of sea fish caught 
was $1,362,979. 

The capital investment of the fisheries of the Maritime Provinces in 1933 
amounted to over $14,000,000, as follows:-

Veeeels. Canning and - Boote. Gear. Curing Total 
etc. Establish-

menU. 

S S 
. 

S 

Nova Scotia . .............................................. 5.837,660 2,383,448 8.221,1(8 
New Brunswick ..... ....................................... 3,265,812 1.911.960 5,177,772 
Prinoo Edward Iol .. d ...................................... 927,162 182,725 1,109,817 

10,030,624 4,478.133 14,508,767 

The number of fishermen in the Maritime Provinces in 1933 and in Quebec 
in 1932 was as follows:-

Nova Scotia ......•..............................• 
New Brunswick. .. .. .. .. .. .. •. .. .. .• .. .. .. •. .. .. .. .. 
Prince Edward Island .. .. .. .. .. .. .. .. .. .. .. .. .. .. 
Quebee ................................ .. 

17,133 
12,289 
3.1M 

11,866 

Total.. .. .. .. .. .. .. .. .. .. .... .. .. .. .. •. 44,m 

These figures indicate an increase of 7,220 over the 1927 figures, which 
were:-

Nova Scotia .. .. .. .. .. .. .. .. .. .. .• .. .• .. 
New Brunswick .. .. .. .. .. .. .. .. .. .. .. . ... 
Prince Edward Island .. .. .. .. .. .. .. .. .. .. .. 
Quebee .............................. .. 

16,131 
9.701 
2,675 
8.755 

Total .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .• .. •• 37,282 

In addition to actual fishermen there are II large number of shore workers 
directly engaged in the industry. In 1927 and 1933 the number of these shore 
workers in the Maritime Provinces and Quebec, were as follows:-

1933 1927 
Nova Scotia .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 3.420 3,6US 
New Brunswick .. .. .. .. .. .. .. .• .. .. .. .. .. .. 2,340 2.146 
Prince Edward Island .. .. .. .. .. .. .. .. .. .. .... 1,504 1.461 
Quebee (1932) .. .. .. .. ..• .. .. .. .. .. •• •• •• .... 1.073 1,288 

Total .. •• .. .. .. •• .. .. .. .. .. .. .. .. .... 8,337 8,511 

It will he noticed that the increased number of fishermen as reflected in the 
comparative figures for the years 1927 and 1933 is not reflected in a similar 
increase among shore workers, which has remained practically the same. The 
increase in fishermen is probably due to more men turning to the fisheries for 
employment in a period of depression and this, in many instances, did not 
involve more shore workers. 
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The fisheries of the Maritimes and Quebec are as widely diversified as they 
are prolific and extensive. Instead of being referred to as one industry, the 
fisheries of this section of Canada· might well be considered as a number of 
separate industries bearing similarity only in so far as the product marketed 
is secured by the fishermen from the waters of the seacoast and the inland lakes 
and rivers of Eastern Canada. Not only is there great variety in the species 
of fish caught, but there is even greater diversity in the manner and forms in 
which the fish is processed and marketed. Even in the case of a particular 
variety of fish, there are rapidly changing conditions during different seasons 
of the year, and different market conditions obtain from month to month. 

The fishing industry of Eastern Canada is, therefore, a most complex one, 
and any inquiry must proceed te examine the industry in its component parts 
rather than te proceed along general lines teward a general solution. 

c. Fisheries and the Depression. 
It is unfortunately true that general conditions in the fiahing industry have 

not improved since 1927, with the result that the present situation, and certainly 
the position of the individual fisherman, is less favourable than it was in 1927, 
when the report of the Royal Commission investigating the Fisheries of the 
Maritime Provinces and the Magdalene Islands revealed the existence of con
ditions in the whole industry which were not warranted by the economic con
ditions then prevailing in Canada and in the world. It is worthy of note, in this 
connection, that our investigation has found a continuation of these conditions, 
though perhaps in a more accentuated form. The findings of the 1927 Commis
sion, however, clearly indicate that the condition of the industry to-day is not 
the direct result of the depression alone. Its problems, therefore, will not be 
solved merely by a general improvement of economic conditions. 

The total annual marketed value of all fish landed in the Eastern Division 
of the Department of Fisheries, comprising the provinces of Nova Scotia, New 
Brunswick and Prince Edward Island and the Magdalene Islands of Quebec for 
the past eight years was as follows:-

1928 •• •• •. •• •• •• •• •• .• .• .• •• ,19,823,557 
1927 .••••••• ".; •• •• •• •. •• •• •• 17,280,216 
1928 •• •• •• •• •• •• •• •• •• •• •• •. 18,524,697 
1929 •• " •• •• •• •• •• •• •• 19,334,431 
1930 •. .. •• •• .• .• •• .• •• •• •• 17,028,070 
1931 •. •• •• •• .• •. .• .• •• •• .• •• 13,680,034 
1932 •• •• •• •• .• •. •• •• •• •• •• •• •••••••• 10,914,306 
1933 •• •• .• •• •. •• •. •• •• •. •• •• •••.•••• 10,266,474 

This table shows how the industry declined even during a period of general 
prosperity. 

d. Concentration in the Industry. 
One of the most important problems is the trend, apparent for many years, 

toward centralization in the distributing end of the industry. 
It appears that formerly there were a number of small companies or dealers 

purchasing fish from the producers in practically every fishing centre along the 
Atlantic Coast. Gradually, consolidations and amalgamations teok place; some 
of the dealers were forced out of business; larger companies arose. For a time 
these larger units maintained plants along the sea coast, but later the plants 
located at remoter points were closed and there became apparent a general 
trend tewards centralization. Even in communities where dealers and companies 
continued te operate, this trend toward centralization had its effect through a 
decrease in the number of those offering te purchase fish. In other words there 
was a local "centralization" even in instances where this did not extend to 
provincial U centralization." 

About this period, teo, there seems te have arisen a somewhat extraordinary 
form of business relationships between the distributing companies and dealers. 
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It appears that while these companies would at times co-operate with one 
another in so far as the purchasing of fish from the producer was concerned, the 
same companies and dealers would engage in keen and sometimes cut-throat 
competition in the marketing of the very product in the purchase of which 
they had co-operated. 

This lack of consistent and properly directed co-ordination (which will 
he discussed later) seems to have been reflected throughout most of the dis
tributing and marketing end of the industry. Uneconomic and unsound trade 
practices have thereby arisen and have become too firmly established. 

These various factors gradually, over a somewhat extended period, have led 
to what we believe to be the basic problem of the fishermen of Eastern Canada. 
Limitation of domestic and foreign markets, concentration of distributors, the 
lessening of the number of buyers and agreement between the dealers in so far 
as purcbases from tbe fishermen have been concerned, bave inevitably led to 
an almost total loss to tbe fisherman of bargaining power without which he 
is reduced to the .position of having to accept from the dealers for his fish 
whatever price they care to offer. 

The grave problems facing this industry are shared in common by practically 
all of the various branches into which the industry resolves itself. The deplor
able conditions of the primary producer and the serious inadequacies of sound 
marketing facilities, the unsound trade practices that in many instances have 
caused hardships to the fisherman and injustice to the consumer, arise alike in 
many phases of the industry. 

The evidence suhmitted to us, however, clearly indicates that there are few, 
if any, problems in connection with actual production. The catch of fish in 
Eastern Canada is ample, and, in some seasons, more than ample to meet the 
demands of Canadian and e~ort markets. The difficulties that do arise are 
principally associated with the processing, handling, distributing and marketing 
of the catch, and it would appear that in this field, reform is urgently needed. 

2. FRESH FISH INDUSTRY. 

The evidence we received as to the fresh fish trade related largely to con
ditions under which Atlantic fish is caught and subsequently marketed in Mont
real and Toronto, for, as stated in the report of the Royal Commission of 1927, 
what is true of these markets is characteristic of other domestic outlets for 
fresh fish. 

For the purpose of this report the term "fresh fish" is to be interpreted 
as including not only fresh fish, but also frozen fish and fish that has been lightly 
smoked. Due to the large quantities available and the price at which they may 
be marketed, cod, haddock and hake, which frequent the bottom of the sea 
and are generally known to the trade as " ground fish," form the staple varieties 
for the fresh fish trade. However, only a portion of the catch of these varieties 
is sold fresh. 

The market value of these varieties of fish caught in the Maritime Provinces 
in 1933 was as follows:-

Cod Haddock Hake 

I I I 

Nova Scotia ............................. ,0 ................. 1,442,5"99 799,218 84,032 
New Brunswiok ......... .... ......... " .... ................ 209. WI 31,048 67.0<2 
Prince Edward Ialand ........ .............................. 65.021 2,136 8.092 

1.117.617 832.402 149.188 

" Ground fish" are taken along the Atlantio Coast by fishermen operating 
from 8chooners or in smaller boats, and in the case of one company, by steam 
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trawlers. The producers working from schooners are generally known as " deep 
sea fishermen" and those using small boats as " shore fishermen." The former 
fish over a wider sea area than the latter, but for the most part both classes 
work upon a share basis, and their remuneration is based not on fixed rates of 
pay but upon a percentage of the value of the catcb. 

Th~ larger schooners as a rule carry twenty-three men and confine their 
fresh fish operations largely to the period from September 15 to April 15, making 
trips to and from the fishing banks every seven or ten days. 

Fishing from shore boats is carried on throughout the year on days when 
weather permits, with usually two or three men to a boat. The practice is for 
the boat to leave for the fishing grounds about three o'clock in the morning, 
returning to the wharf late in the afternoon. In the evening the fishermen bait 
their trawls and prepare for the next day's work. 

The steam trawler on the other hand, endeavours to make short and frequent 
. trips throughout all months of the year. 

After landing, the fish for marketing fresh is culled, weighed, and packed in 
crushed ice in boxes, each containing from 150 to 200 pounds of one variety, 
the weight depending upon the season of the year part of the fish is filleted. 
Fresh fish is shipped from the Atlantic coast to tile markets of Ontario and 
Quebec in one of three forms: filleted, round or headless. This fish for the most 
part is shipped to wholesalers upon the basis of prices quoted upon a sheet issued 
by the distributing company the previous week, or pursuant to terms arranged 
by telegraph. 

Evidence shows that most of the companies dealing in both fresh and salt 
fish prefer to market their product in the fresh state, and handle in that form 
as large a percentage of the company's turnover as the conditions of the 
market and price will permit. Since there is frequently a surplus supply of fresh 
fish available for shipment, and especially in periods when the demand for salt 
or cured fish is light, it has become a practice for some distributors to forward 
substantial quantities of fresh fish to Upper Canadian markets upon a consign
ment basis. We were advised by wholesale dealers that it is not unusual for a 
dealer to have delivered to his plant in Montreal or Toronto a large quantity of 
fresh fish which he did not order and which he did not know was being shipped 
to him until the goods had actually been delivered at his plant. 

Evidence was given however to show that this practice, while formerly 
prevalent among the larger companies, has now been largely restricted to the 
smaller distributing dealers, where it still acts to the detriment of the industry as 
a whole. 

We were informed that prior to 1910 very little fresh fish was shipped from 
Eastern Canada to the upper Canadian markets, but after that time markets 
in Ontario and Quebec were more satisfactorily secured for Maritime Provinces 
fish. Today Ontario and Quebec should afford an excellent Canadian market 
for Atlantic Coast fresh fish. 

From the evidence submitted, it appears, however, that the potentialities of 
this home market have not been fully realized. Wholesale dealers from Montreal 
and Toronto who appeared before us stated that there has been a substantial 
falling off in the demands of their market for fresh Atlantic fish. In 1933 a 
total of 8,930,000 pounds of sea fish was marketed in Montreal. This was a 
decrease of over 6,000,000 pounds as compared with 1929, when 15,000,000 
pounds were marketed. It was argued that the causes for this falling off in 
demand and consumption are to be found in weaknesses in the distribution and 
marketing system, which have directly affected the quality of fresh fish retailed in 
many stores. 

It is unquestionably true that in many homes fish is eaten on certain days of 
the week, not so much on account of preferene,e for fish as a food, as through 
habit or custom. It logicallY follows therefore that if the quality of fish made 

t7131-1J 



178 ROYAL COMMISSION ON PRICE SPREADS 

available to these homes is not maintained at the highest possible standard, 
there is a <listinct tendency for the consumer to depart from the usual custom, 
and to desist from eating fish, or at least fresh fish, even upon these particular 
days. 

Conditions under which fresh fish is frequently handled in the markets of 
Montreal and Toronto, and the extent to which quality has been sacrificed to 
price, leading in some instances even to substitution of variety, appears to 
be a distinctly limiting factor in creating or maintaining the demand on the part 
of the consumer for fresh fish. These trade !practices must be eliIninated and 
the consumer assured of better quality of product before the Atlantic producell 
MD hope to take fwl advantage of the potential expansion of the market for 
fresh fish in the provinces of Ontario and Quebec. 

Evidence received by us indicates that there is considerable fluctuation 
within short periods in the wholesale prices of the different varieties of fresh fish 
sold in Montreal and Toronto, and that this is a further cause for disturbed con- , 
ditions in these markets. This unsound position was referred to on page 33 of 
the report of the Royal Commission of 1927 as follows:-

Almost without exception the wholesalers in the markets of Quebec 
and Ontario expressed to us their preference for a stabilized price at the 
coast of from 5 to 7 cents per pound, instead of the lower and widely fluctu
ating price prevalent at times during the past few years. A fall in the 
wholesale price is not apparently shared in by the consumer, and the 
tendency is for the retailer to maintain the higher level of prices to pro
vide for possible losses. It is also said that fluctuating retail prices are 
regarded with some suspicion by consumers. There is therefore, the 
anomalous situation of the retailer and wholesaler both preferring a steady 
and higher level of prices yielding a greater return to both fishermen 
and shippers, while the shippers frequently lower the price in unprofitable 
competition with each other without any advantage to the consumer. 

The circunistances referred to in the above report still exist. It is to be 
hoped that the application of needed reforms, recommendations regarding which 
are submitted below, will result in the elimination of these problems Which have 
too long existed to the detriment of the industry as a whole. 
3. DRIED AND CURED FISH INDl'sTRY 

It has been submitted to us that the dried and cured fish industry of the 
Maritime Provinces and Quebec must be relied upon to provide a livelihood for 
a large proportion of the scattered fishing population along the Atlantic Coast. 
This has been made particularly so in recent years foIlowing the withdrawal 
from sections of Eastern Nova Scotia of several companies formerly dealing in 
the fresh fish trade. 

The problems associated with the dried fish industry have been fuIly placed 
before us through reports and by competent witnesses. Cod is the staple variety 
of fish used for the dried fish trade, with haddock little in demand. 

This branch of the fishing industry has declined in recent years, but as 
mentioned in the McLean Report of 1927, the decline in the Gaspe Peninsula 
and in the district of Northern New Brunswick is less marked than at other 
points along the Atlantic COR st. 

The dried and cured fish industry from the production point of view divides 
itself into two parts: the Banks fisheries, c~rried on largely from Lunpnburg 
with schooners carrying about 20 men each; ~d the shore fisheries, carried on 
by fishermen operating in small boats along th~ coast of the Maritime Provinces 
and Quebec. " 

From Lunenburg large schooners operat« in this branch of the industry 
from April 15 to September 15, and during that period three trips are made. On 
each of the first two trips the vessel is away from its home port for about four 
weeks, and on the third trip, for about three months. 
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During the other six months of the year these schooners engage in the fresh 
fish trade, but since high-powered vessels are required to make the rapid trips 
necessary in fresh fishing, some schooners are able to operate only during tbe 
April 15 to September 1,5 period. For instance, in 1933, out of Lunenburg 26 
vessels were engaged in salt fishing, but only 15 of these were suitable for 
engaging in the fresh fish trade. It is also significant tbat during the fresh 
fishing season the boats usually carry a crew of 23 men, but while salt fishing 
the crew is reduced to 19. This means that approximately 30 per cent of tbe 
deep ..sea fishermen at Lunenburg can secure employment only during the six 
months' period when schooners engage in the salt fish trade. 

While the scbooner is at sea the catch is salted and stored in the hold of 
the boat. After unloading at the end of each voyage the fish is turned over to 
shore operators who are known as "curers" and is prepared for shore drying 
by careful washing to free the fish of all slime or other accumulations, piling to 
allow the pickle to drain off and drying in the open air on flakes. Flakes are 
constructed of wood, consisting of a frame filled in with lattice work made of 
triangnlar inch strips, or in some instances on more modern flakes of wire 
netting. The fish must be carefully turned on the flakes, collected and stored 
at the least suggestion of damp weather. During the latter stages of drying, 
the fish is periodically placed in large piles to sweat. They are again spread 
out to complete the drying process, and the moisture which comes to the surface 
during the sweating period disappears. 

We were advised that the best grade of fish is produced by Silllshine and 
low temperature. To supplement ordinary sun drying artificial drying plants 
have been established at Lunenburg and Halifax, though these plants cannot 
be used for the complete process. 

A witness from Lunenburg, who appeared before us, stated that fishermen 
are paid for their dried fish after it has been delivered by the curers to the, 
company, and that in practically every instance the amount of money due for 
this fish has already been used up in credits given the fisherman's family at the 
company store. We were advised that when the final settlement for the salt 
fishing season is made late in December, the average fisherman receives prac
tically no cash, his income having been taken up in store credits during the 
period he was away on the fishing banks. In this community, Lunenburg, the 
transaction arising from the salt fishing period appears to be substantially one 
of barter between the company store and the fisherman's family. 

On the Gaspe coast and in Northern New Brunswick, the dried and cured 
fish industry is carried on upon a slightly different basis. There the fishermen 
operate mostly in small boats with four or five men in each boat. Some of 
these vessels operate off shore on trips of about a week each, largely returning 
on Saturday night, discharging the fish, which has been only lightly salted, on 
Sunday, and returning on the fishing grounds on Monday. The work of drying 
and curing the fish in these districts is done mostly by the women and children, 
lind it is the usual custom to find the entire family of the fisherman actively 
engaged in production of the dried product. Part of the catch is landed fresh 
and dried by buyers on shore. 

On the Gaspe coast much of the fish packed is in casks of 4 quintals each, 
for shipment to Italy. In this district a system of inspection of dried fish 
established and administered by the Government of Quebec is in force, but 
there is not sufficient evidence before the Commission to warrant saying 
whether or not it is sufficiently effective. 

Of the dried and cured fish produced in the Maritime Provinces and Queb~c 
only II very small proportion is sold in the domestic market; practically all is 
marketed through the export trade.· Foreign markets for dried fish have been 
seriously depleted in recent years by economic conditions existing in countries 
where the purchasing power of the people has been greatly lessened. Furtbr-
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more, while formerly Canadian dried fish enjoyed a distinct preference in world 
markets, notably in the British West Indies, in recent years keener competition 
from the products of Norway, Denmark and Newfoundland has made serious 
inroads into these export markets. This has had a seriously adverse effect upon 
financial returns to the fishermen engaged in this branch of the industry. 

We understand that this competition was the more difficult to meet because 
of Governmental assistance given to the exporters in certain foreign countries. 
For instance, Norwegian competition was increased as a result of: 

a. Close supervision of export by the Government of that country. . 
b. Study of foreign markets and maintenance of fishery agents abroad. 
c. Rigid inspection and grading of different brands of fish, and 
d. Financial assistance to the fishermen through the Bank of Norway. 
We were advised by representatives of important companies engaged 

in the dried and cured fish trade that the adverse conditions of trade 
have arisen solely through world-wide conditions and that these should adjust 
themselves over a period. While recognizing that economic conditions have 
been a major disability, we are of the opinion, that this branch of the Canadian 
industry has failed sufficiently to improve production methods so as adequately 
to meet keener competition in foreign markets. 

It was stated that Canadian dried fish are not as rule what they should 
or could, be with regard to quality of cure. We were advised that in ap'portioning 
blame for this and seeking a remedy it must not he forgotten that the system 
under which the business is conducted is largely responsible for lack of improve
ment in curing. 

Speaking generally, those who export Canadian cured fish, and who are 
naturally in the best position to know the likes and dislikes of the consuming 
countries, are neither the producers nor curers of the fish. Fishermen, whether 
bank or shore, split and salt the fish. The former on returning from a trip 
turn over the split fish to driers, while the latter or their families dry the fish 
themselves. The exporting merchant comes into the business and buys only 
when the product is dried and practically ready for market, at which time the 
price is fixed, usually at a flat rate. He thus has little or no direct control over 
either the splitting, salting or later drying. 

It should be noted here, however, that exporters have endeavoured to induce 
splitters to improve the appearance of their fish by offering a higher price for 
those which were converted from what is called" hlack nape" to " white nape" 
by the removal of the black lining of the belly. It is stated that the response 
to this offer has not been very marked so far. 

There are, of course, exceptions to the system as described above and there 
are places where the exporter buys the salted fish and dries them himself with 
success. 

It would no doubt be a difficult and delicate matter to attempt to change 
the present system. At the same time it appears that in order to bring about 
general improvement in the speediest way, those who export the dried fish must 
enter more fully into and take more direct charge of tbe work of drying, either 
by buying the split fish on being landed from the vessels, or by operating in 
co-operation with fishermen, pending the fixing of a price for the dried product. 

We were advised that at the present time there is no governmental inspection 
of dried fish in Canada, with the exception referred to above in respect to Gaspe 
coast, and that although this had been suggested to and discussed with those 
engaged in this branch of the industry several times in past years, the application 
of compulsory Government inspection has been opposed by the companies on 
the p;round of impracticability. 

Notwithstanding this, there is a need for more adequate grading and 
inspection of the Canadian production of dried fish if Canadian fish is to regain 
the dominant place it formerly occupied in export markets of the world. 
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In this connection we would call attention to the fact that the Department 
of Trade and Commerce endeavours to co-operate with the producer at all times 
in the matter of developing export markets for Canada's fish and fish products. 

In 1930 a complete survey of the world markets for fish was made and a 
report published which contained detailed information regarding the class of 
fish in demand in each country, the extent of the market, SOurces of competition, 
etc. This report was made availahle to fishermen and exporters. In addition 
to this, the Canadian Trade Commissioners abroad are constantly submitting 
reports on the possibilities of marketing fish in their territories and also regarding 
the production of fish in these countries. The reports are published in the 
Commercial Intelligence Journal, which is issued weekly by the Commercial 
Intelligence Service, and are frequently drawn to the attention of fishermen and 
fishermen's associations likely to be interested. . 

Considerable propaganda has also been distributed by the department to 
the export markets, in the form of posters, pamphlets and so forth. 

In addition to the foregoing, the Department works in close co-operation 
with the Department of Fisheries in all matters relating to the markets for fish, 
or in respect to any legislation or regulations passed by competing countries, 
which might affect the interests of Canadian fishermen. For instance, the Trade 
Commissioners in countries which are large producers in fish, such as Norway 
and Japan, keep the Department informed regarding any changes in regulations 
relating to fisheries in the countries in which they are stationed, production 
trends, estimated exports, etc., and the Department passes this information on 
to the Department of Fisheries so that their records may be kept up to date. 

The Trade Commissioners in China are working in the closest touch with 
the Dry Salt Herring Marketing Board of Canada. Through the efforts of the 
Trade Commissioner a gentleman's agreement was made by the leading dealers 
in dry salt herring in Shanghai to co-operate with the Board in maintaining 
prices and stopping cut-throat competition, which has been so detrimental to 
this trade in the past. 

While discussing this question of government co-operation, we should 
mention that the Quebec Government has assisted its fishermen in the marketing 
of their product by the establishment of cold storage plants on the Gaspe coast. 
A bait-freezer plant, perhaps the most modem on the North American continent, 
was completed in 1933, has a capacity <If 250,000 pounds, and is giving excellent 
service to the fishermen on the Gaspe coast. The Provincial Government has also 
subsidized five plants for the merchandising of fresh fish. Evidence given by 
fishermen shows that these are giving satisfactory results, and that requests have 
been made for the construction of additional ones. 
4. HERRING AND SARDINE INDUSTRY 

We received much useful information from witnesses as to conditions 
surrounding the herring and sardine industry of the Maritime Provinces, and 
especially that section of the industry which is operated adj acent to the Bay of 
Fundy coast of New Brunswick. 

The total catch of herring, exclusive of sardines, in the Maritime Provinces 
in 1933 was valued at $744,743, divided between the three provinces as follows: 
New Brunswick $390,088, Nova Scotia $290,803, and Prince Edward Island 
$63,852. In Nova Scotia almost one-half of the herring caught was used for bait, 
while in New Brunswick it was mostly smoked or canned. 

In New Brunswick herring is caught in very large quantities in weirs. The 
larger fish is smoked and the smaller fish sold in the fresh state to producing 
companies operating at Black's Harbour, New Brunswick, or at points along the 
coast of the United States. American factories take approximately 75 or 80 per 
cent of the sardine catch, but evidence was submitted that the average fisherman 
prefers to sell to the Canadian company at a stated price per hogshead, rather 
than take the chance of a larger, though less certain, return from American 
operators, whose method of setting a price is different. 
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. The value of the sardine fishery in New Brunswick in 1933 was $622,531, 
an increase of $196,182, or 46 per cent over 1932. Nearly the whole of the value 
of the sardines is in the canned product. The pack in 1933 amounted to 180,597 
.cases, valued at $542,255, compared with 113,197 cases, valued at $395,531, in 
1932. 

On the Island of Grand Manan a. large .production of herring is smoked 
either by central dealers operating on the island or by the fishermen themselves. 
Fishermen in this district enjoy a. distinct advantage, as this territory is the 
principal world producer of medium sized herring, a grade that is in grea.t demand 
in export markets. Considerable local employment is also created in this district 
through a branch of the herring industry that is Qecoming of increased importance, 
namely~ smoked boneless herring, most of which is finding a market in Canada. 

A witness from Grand Manan stated that, in his opinion, the present 
distressed condition in this industry might be attributable, first, to the lack of 
proper uniformity of cure and pack of the herring and, secondly, to lack of proper 
methods of marketing. Of these two difficulties, he placed the inadequacy of 
marketing arrangements a.s the chief. 

At the present time a large percentage of the production of smoked herring 
is packed in IS-pound boxes for the export trade, which is chiefly to various 
-islands of the West Indies group, Haiti being the largest consumer. These ship
ments for the export trade go chiefly via. New York by rail from St. Andrews or 
Eastport. This method of shipment involves transportation costs so high that 
during the past few years transportation on a box of herring from Grand Manan 
to the West Indies has involved a larger expenditure than the packer at times 
has received for his fish. 

The domestic or loca.l market for smoked herring is in the two pound box, 
commonly known as "Digby Chicks," and in the marketing of boneless herring. 
Attention should be given to this boneless herring trade, as it would seem that 
the domestic market for this product can be greatly increased. 

The herring and sardine branch of the fisheries industry offers particular 
opportunities for more effective organization insofar as both the production and 
marketing branches of the industry are concerned. The major portion of this 
industry is centralized around a. relatively small area, a.nd the a.vailable markets 
are also confined to certa.in territories. 

The Fisheries Board of Control hereafter mentioned could render important 
assistance to the fishermen engaged in this branch of the industry. Certainly 
immediate steps should be taken to study export markets for this product, with 
a view to assisting the individual fisherman in securing a larger monetary return 
for his arduous labours. 

5. PICKLED FISH INDUSTRY 

What is commonly called pickled fish consists of mackerel, herring and 
gaspereau cured in salt and brine and marketed in barrels. These fish are 
practically all cured by individual fishermen a.nd largely sold to buyers for 
export to markets in the West Indies. The market for cured mackerel and 
gaspereau is almost a.ltogether supplied by Canada. Newfoundland exports 
herring to the same market and that is the only competition Canada has in 
the pickled fish trade. This branch of the industry is confined largely to the 
Province of Nova Scotia. 

In 1933 the market value of pickled mackerel produced in Nova Scotia 
was $168,000 and of pickled herring $48,859. 

A system of compulsory inspection of pickled fish was established by the 
Department of Fisheries in 1932, becoming effective the following year. The 
regulations laid down standards for barrels and for the various grades and 
qualities of mackerel, herring and gaspereau. No fish of that description is 
allowed to be sold or shipped without inspection. 
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The introduction of this compulsory system of inspection synchronized 
with an abnormal abundance of mackerel on the coast in 1933 with the result 
that the officers had some difficulty in satisfactorily inaugurating the system. 
It should. however, be continued. With full co-operation between the fishermen 
and the exporters, such inspection should serve materially to strengthen thp 
marketing arrangements for the disposal of this catch. . 

6. LOBSTERS, SMELTS ANn EELS 

4. Lobster Industry 
The lobster industry of the Maritime Provinces is of great importance and 

value, and the evidence submitted to us indicates that insofar as the fishermen 
are concerned, the situation here is, with certain exceptions, reasonably satisfac
tory. There is, however, much room for improvement in the marketing of live 
lobsters. . 

The lobster fishery is limited seasonally, but it produced annually, in 
recent years, over 375,000 cwts. with a value when marketed of $3,500,000. 
Total marketed value of the 1933 lobster catch in the Maritime Provinces -was 
$3,306,879 divided between the three Provinces as follows:-"Nova Scotia 
$1,884,715, New Brunswick $830,363 and Prince Edward Island $591,801. 

At least three quarters of the catch is preserved in cans and marketed 
outside of Canada, where it enters into competition with Russian and Japanese 
canned crab meat and crayfish, which is similar to the lobster. The balance 
of the catch is shipped to the market in the shell, mainly in the United States. 
The 25 per cent that is shipped in the shell, however, is almost as high in money 
value as the 75 per cent that is canned. 

Live lobster shipments for the United States for the most part go forward 
on consignment, and as shipments are made over great stretches of .the coast 
at the same time by individual fishermen, fishermen's cooperatives and coast 
buyers, there appears to be a need for these agencies to cooperate and so 
regulate or control shipments as to leave no room for unfair advantage being 
taken as at present by consignees in Boston, the principal United States market 
to which shipments are made. . 

Subsidized collection services established by the Federal Government at 
points in Eastern Nova Scotia have brought benefit to that section of the 
Province, although it would appear that this has to some extent at least been 
at the expense of lobster fishermen at other points along the coast. 

There was also expressed to the Commission the opinion that express rates 
on live lobsters were excessive, and that a lowering of these rates to the same 
basis as now pertains to fresh fish would enable a larger volume of this product 
to be shipped to the markets of Ontario and Quebec. 

b. Smelt Industry 
The smelt fishery is one of the important branches of the industry on the 

Atlantic coast. It operates mainly in the winter time and has its chief seat in 
. the southern part of the Gulf of St. Lawrence. The Provinces of Prince Edward 

Island and Nova Scotia together produce an average total of 16,000 cwt., while 
the Province of New Brunswick averages over 50,000 cwt. annually. The annual 
catch of smelts for the Province of Quebec amounts to six or seven thousand cwt. 

The total marketed value of the smelt fisheries of the Maritime Provinc!ll 
in 1933 was $427,598 as follows:-New Brunswick $315,000, Nova Scotia $66,55& 
and Prince Edward Island $46,040. 

These .fish are marketed fresh or frozen, and more than three-quarters 01 
the catch is exported to the United States. Canada is the chief source of supply 
of this fish to that country. Most of the shipments go forward upon a consign
ment basis from individual fishermen or from local buyers. 
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We were advised that a large loss is sustained each year by fishermen and 
coast buyers owing to the lack of any cooperation in marketing this product. 
This situation might be largely corrected through recommendations contained 
in another section of this report. 

c. Eels 
. Eels constitute the most valuable catch of inland Quebec, where during the 
1933 season nearly 2,500,000 pounds were taken, with a market value of $128,000. 
This represents an increased production over 1929 and 1930, but a drastic 
decline in exports (from 1,482,000 pounds, worth $195,000, in 1929, to 1,089,600 
pounds worth $60,490 in 1933). During the period of 1929 to 1931 the United 
States was the chief importers of Canadian eels, but in the succeeding two years 
it yielded first place to Germany. The German market, however, in the past 
year has been largely lost because of currency restrictions on imports. If some 
way could be found to overcome these currency difficulties, it is probable that 
a large market for Canadian eels could be secured in Germany. 

7. THE FISHERMEN 

a. Conditions of Labour 
Fishermen witnesses gave us a vivid portrayal of the onerous and hazardous 

nature of the work performed by these primary producers. It is difficult to 
realize that the deep sea fisherman frequently works for 72 hours without sleep 
and that the shore fisherman is about his tasks from long before sun-up until 
late in the evening. Fisherman's work must be performed under conditions that 
frequently present continuous physical discomfort and serious danger of loss of 
life. His is certainly a "front line" occupation. 

b. Earnings of Fishermen 
Evidence suhmitted by competent witnesses indicates that the earnings of 

the average fisherman in the different localities of Eastern Canada for the year 
1933 ran from $75 to $400, according to the district in which the fisherman 
worked, and that there would not be more than a ten to fifteen per cent im
provement in earnings during 1934. 

It has been suggested to us that a number of fishermen have larger incomes 
than these represented by the evidence. This is understandable since it was 
made quite clear by those presenting evidence to us that the amounts mentioned 
represented only the average income, and it follows that there were those who 
had a higher income than the figures given. But also there would be others 
who received lower earnings. 

Payoff sheets of fishermen operating in the Lunenburg-Shelburne district 
of Nova Scotia have been submitted in evidence and these exhibits, together 
with the evidence of the fishermen's representatives indicate that the average 
earnings in 1933 of fishermen at various points in that district were approxim
ately as follows: Lunenburg, Lockeport, and Shelburne, approximately $300; 
Liverpool, approximately $275. The representative from Digby county, Nova 
Scotia, stated that the average fisherman in his district made $300, in 1933, and 
the witness from Yarmouth county said that the income of his associates at Port· 
Maitland and adjoining district was approximately $400. 

Witnesses from fishing communities in Eastern Nova Scotia stated that 
earnings of the primary produoers in those fields were substantially lower than 
in the Western sections of the Province. At Canso, they were $160, at Queensport 
on Chedabucto Bay, $200. At Arichat, Petit de Grat, St. Peters and L'Archi
veque, all points on the East Coast of Cape Breton Island, the average earnings 
of producers were not above $100. At Louisburg, earnings of producers in 1933 
were $175, at North Sydney $100, and at Glace Bay the income fen as low as $75. 

Witnesses from the Province of New Brunswick stated that in the Mir
amichi River district in Northumberland County the average earnings in 1933 
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amounted to $300. In Gloucester County the income was much lower and was 
set at $100. In the vicinity of Chance Harbour in St. John County the income 
of producers, we were advised, was approximately $300. 

In Charlotte County, New Brunswick, earnings of fishermen of Grand 
Manan Island were $350, at Deer Island $150, and at Campobello Island $200. 

In the Province of Prince Edward Island, the witnesses stated the income 
of fishermen in the Mount Carmel end of the Island were $200, and in the dis
trict of Souris $250. 

Witnesses from the Gaspe Peninsula of Quebec gave evidence to the effect 
that in the district of Grand River average earnings during 1933 were $280, at 
St. George De Malbaie $200, and in the vicinity of Carleton, which is stated to 
be particularly fortunate in regard to salmon fisheries resources, earnings of 
primary producers were set as high as $700, for the year. 

Earnings of fishermen employed on trawlers averaged $1,347 from 1929-1933, 
which included a living allowance of $5 per week. 

We were informed that out of these earnings, the fisherman must try to 
accomplish the impossible task of providing for his family and himself, and 
maintaining his fishing gear. 

These low earnings are in the vast majority of cases, not due to any lack 
of industrious application to his work on the part of the fisherman, who works 
longer hours and endures more hardships than do those in many other occupa
tions. They are the result of unfavourable economic conditions which have 
reflected themselves in the industry and which for the fisherman are intensified by 
the fact that on the side of the corporation buyer there is strong bargaining power; 
on his side complete or almost complete absence of such power. It is in a period 
of depression and its resultant collapse of business, that the full effect of such 
a situation as this becomes apparent. The middle-man has some protection 
against the storm. He can in part recoup himself for a drop in volume by 
maintaining his margin of profit. He often does this, however, at the expense 
of the first producer, the fisherman, to whom he pays lower prices for his 
products. 

In the face of a shrinking volume of business and corporate concentra
tion in buying, the fisherman is as helpless as one of his own dories in a typhoon; 
and yet he is adequately and conscientiously discharging his responsibility in 
the industry, that of catching the fish. 

Nor are his demands excessive. Fisherman witnesses who appeared before 
us were most moderate in their views as to what constituted the income neces
sary to maintain their homes and replace their fishing gear. Most of the wit
nesses stated that if they could secure $600 a year, they would be able to make 
a decent living. Surely this is not an unreasonable obj ective, nor is it too much 
to expect that any reform suggested within the industry should have as its first 
purpose the establishment of at least this standard of living for the primary 
producer. 

c. Homes and Equipment 
In some sections of the Atlantic Sea Coast, fishermen are able to cultivate 

small plots of land, thereby increasing their earnings. In other districts the 
fisherman's family is solely dependent upon the sea as the only source of 
sustenance. In these sections there is little fertility of soil; in some districts not 
even natural timber to be used as fuel. Many fishermen's homes have been main
tained only through small reserves built up in better years, or, more often, 
through credit and, where that fails-direct relief. 

The evidence submitted discloses that many fishermen of the Maritime 
Provinces and Quebec have, due to low earnings, been unable to maintain their 
gear and fishing equipment in reasonable repair. In some of the remoter fishing 
districts a substantial number of former producers are unable to operate at all, 
due to lack of gear, and in almost all sections many of the fishermen are forced 
to labour without proper equipment and waterproof clothing. 
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d. Recommendations of FishllTmen 
From the fishermen witnesses we received a number of suggestions as to 

.what action the producers helieve might he taken to improve their position and 
to create better conditions within the industry as a whole. Many of these 
recommendations were submitted to us verbally; others were included in signed 
petitions, which !Iopparentiy represented the considered opinion of a large number 
of producers. 

Representatives of the fishermen of Nova Scotia presented to us the following 
written submission, signed by the witnesses oli behalf of their thousands of 
associates : 

"To the Royai Commission inve8tigating Mass Buying and 
Price Spreads. 
Sms,-Based on our personal experience gained in the actual catching 

and selling of fish and on the unanimous opinions of other fishermen, 
voiced in assembly and otherwise, we submit that the prices paid to the 
fishermen for their catches are inadequate to meet the requirements of 
livelihood and the purchase of equipment necessary to the pursuit of our 
calling. . 

It is our contention that the low prices paid us for fish are due largely 
to prevailing economic conditions and otherwise to unsound trade practices 
in the distribution "and marketing of fish, such as consignment selling and 
"cut-throat" competition. 

We primary producers in the industry are directly affected by the 
unsound trade practices referred to, but we are powerless in the matter 
of instituting necessary reforms and without means of redress under the 
present system. We have no bargaining power, due to the fact that we 
are not directly in touch with the consumer market and therefore are not 
in a position to exercise any control over marketing policies or shipments, 
which frequently are ill regulated or totally unregulated. 

In view of the foregoing statements, we recommend that immediate 
action he taken to improve our position and, as a means to this end, suggest 
that a Central Board of Control be established to institute measures 
designed for the elimination of such causes as we have pointed out to be 
working hardships on us, or such other causes as may be found to be 
adversely affecting our industry. We further recommend that such body 
as may be set up give full and careful consideration to the establishment 
of minimum prices to be paid for the several classes of fish, on the catching 
of which we depend for a living. 

Recommendations submitted by the fishermen of Eastern Canada generally 
may for the most part be summed up as follows: 

(1) The establishment of some form of a Board of Control through the 
operations of which it was hoped that a greater degree of co-operation 
and efficiency might be established in the industry. 

(2) The securing through a Board of Control, or by some other means, 
more complete information as to export markets. 

(3) The establishment of a fund whereby fishermen now without gear may 
receive credit to enable them to re-engage in the fishing business. 

(4) To set aside from the public revenues of Canada a sum of money for 
the advertising in Canada of fish as a food. 

(5) Equalization of freight rates so that fishing districts situated more 
remotely from the markets may be better enabled to market their 
product. 

(6) Governmental assistance looking to the further development of the 
co-operative movement. 

(7) The establishment under legislative authority of a scale of minimum 
prices to be paid fishermen. 
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All of these representations, as well as others suhmitted, have been carefully 
considered in the light of the evidence and recommendations concerning them 
appear in another section of this chapter. . 

8. THE SYSTEM OF DISTRIBUTION 

a. General. 
From evidence received, it does not appear that there is any inherent 

weakness in the distributing and marketing system as such. The usual, although 
not exclusive, practice in the industry, is for the fisherman, who must be 
considered as the primary producer, to sell his catch to local distributing 
companies or dealers, a number of whom operate at important fishing centres 
along the Atlantic sea coast. These distributors, where necessary, process the 
fish and sell it to the wholesale operators either in the Canadian or export 
markets. The wholesalers relay the product to the retailer, who in turn sells it 
to the consumer. 

In some instances the distributor deals direct with the retailer, but for the 
most part the system outlined above of producer-to distributor-to wholesaler
to retailer--to consumer, is the accepted practice. 

This organization of the industry appears to be basically sound, and while 
it was represented by several witnesses that the functions of the Atlantic coast 
distributor and the wholesale dealer could be eliminated, thus doing away with 
two so-called" middle men ", it does not appear that any advantage to either 
the producer or the industry as a whole, would arise through a departure from 
accepted business practice, except where it is feasible for co-operative groups 
to be formed for the processing and marketing of the product. 

However, while the policy of distribution and marketing, as outlined above, 
may be basically sound, we feel that the concentration of distributors, referred 
to in a previous section, may well impair its ability to serve the most important 
element in the industry,-the primary producer. 

It is difficult to estimate the effect, if any, of this concentration on prices 
during recent years, or to untangle this influence from so many others that have 
affected detrimentally the fisherman. But it does seem clear that any develop
ment which emphasizes the weak bargaining power of the primary producer, 
has within it elements of danger. 

b. Di8tributing Companies 
At our request, twenty-nine companies and dealers engaged in the fish 

business, furnished information relative to their financial structure and operating 
costs to enable us to determine the degree of soundness of their capital set-up, 
the manner in which the business operations were carried on and the extent to 
which the profits of the companies, if any, might have justified the operators 
in paying a higher price to the primary producers. 

A perusal of this information and an analysis of the operations of the 
companies or dealers fails in most instances to disclose that the firms have 
made any unreasonable or excessive profit on their business operations in recent 
years. Some of the companies or dealers have sustained losses, and in the case 
of several of the larger operators, business has been carried on at the expense 
of reserves built up during periods when operations were profitable. 

We found no evidence of profiteering at the present time in the fishing 
industry, and there is no doubt that the adverse economic conditions prevailing 
in recent years in connection with practically all industries have been directly 
reflected in the financial statements of the companies now under review. This 
situation, of course, greatly increases the difficulty of adding to the fisherman's 
income, if all the above companies are to remain in operation. 

In so far as the larger firms purchasing fish from the primary producers, 
are concerned, it appears that some of these companies have endeavoured to 
assist the fishermen and have dealt with the situation in as broad a light as 
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might he expected. It is undouhtedly true, however, that the companies and 
dealers have passed on to the individual fisherman hy far the greater part of 
any losses sustained by their operations, and the effects of adverse conditions 
have been borne by the primary producer to a much greater extent than they 
have been borne by the companies. This, as we have seen, is inherent in the 
present set-up of the industry. It should not be forgotten, also, that these 
same companies did not permit the primary producer to benefit in proportion 
during periods when operations were more favourable. 

Company representatives appearing before and communicating with us, 
represented that there was no agreement among them as to the prices to be 
paid the primary producer, but the uniformity of prices offered gives ground 
for belief that if there is not an agreement, there is at least a price under
standing among the dealers. In its effect upon· the primary producer, it is 
immaterial whether this practice of uniform prices is referred to as an "under
standing" or as a "com bine ". 

It seems to be the uniform view of the larger distributing companies, that 
the problems now facing the industry can and will ultimately be solved by 
these companies, and that it is unnecessary to apply remedial measures at the 
instance of outside authority. If this is so, and it has been urgently represented 
that it is, the natural question that arises is why these companies have not 
already taken steps to remedy the conditions, as they allege they are capable 
of doing. It appears that they have failed to meet or solve these problems of 
distribution and marketing, although they have had ample opportunity of doing 
so. Therefore, it is unlikely that these companies, if given more time, will do 
what they have already failed to accomplish. It may for that reason be argued 
that some assistance must be given the industry---i!ome leadership other than 
that of existing companies must be provided if the problems are to be solved 
and the position of tho industry as a whole, and especially that of the primary 
producer, improved. 

c. Distributing Dealers 
Doing business at many points throughout Eastern Canada are a large 

number of small dealers who purchase fish from the producers, and whose 
operations have been examined. They are an important part of the distributing 
phase of the industry. Most of these dealers operate a retail store stocking a 
wide range of produce. It has appeared that many of them buy from the 
fishermen in order to create purchasing power to be used in their stores, and 
in the smaller centres trade between the fishermen and dealer is frequently done 
upon a barter basis. Many of these stores have extended credit to fishermen 
over a period of several years and have enabled fishing equipment to be 
secured. Very few of these dealers have made even a small profit out of the 
fish handled by them, and a number of instances were found where the local 
dealer was owed in the aggregate large sums of money by fishermen to whom 
credit had been,· extended. 

d. Wholesale ~ Retail Companies 
The unsatisfactory condition prevailing in the field occupied by the dis

tributing companies and dealers is paralleled, but to a somewhat less extent, in 
that phase of the industry that has control of the wholesale and retail marketing 
of fish. 

We examined books of accounting of representative wholesale and retail 
fish dealers in important centres of the Martime Provinces, Ontario and Quebec. 
As was the case with the distributing companies, it does not appear that there 
is at the present time any profiteering in this phase of the industry, and in 80me 
instances it is apparent that the wholesale and retail companies have not only 
failed to make a reasonable profit, but have sustained losses. 
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Wholesale and retail operators who appeared before us urged the adoption 
of reforms whereby greater uniformity might be established in their branches of 
the fishing industry. They have stated that practices of consignment shipment 
and unfair competition referred to elsewhere in this report are factors seriously 
adverse to the wholesale and retail trade. These dealers have also expressed 
their opinion that more uniform quality of fresh fish shipped from the Atlantic 
coast would enable them to increase the consumption of these products in the 
retail markets of Ontario and Quebec. 

In tbe larger retail centres of Montreal and Toronto, a notable development 
has occurred in recent years in the extension of sales of fish in chain stores. 
Prior to the advent of chain stores, merchandiaing in fish was confined to a 
limited number of well-equipped retail distributing outlets and to what may 
be termed the" corner grocery." With the adding of fish branches to the chain 
store, the "corner grocery" outlet has been largely eliminated. It has been 
represented that this development has adversely affected the adequacy of the 
system of retailing fresh fish. Also it has been alleged that conditions under 
which fish is sold in some chain stores, are unsatisfactory, as a result of which 
the quality of the product is inferior. To a large extent, this seems to arise from 
the circumstances that chain stores regard merchandising in fish as unimportant. 
The product is handled by employees who have little knowledge of, and less 
interest in it. 

Criticism was directed at the chain stores by other fish dealers on the ground 
that fish products were sold in the chains at sacrifice prices,.thereby forcing other 
dealers to lower their prices at the expense of quality. From evidence available, 
it does not appear that the chain stores sell fish at less than cost. Rather, the 
lower prices prevailing in these stores are the result of mass buying power and 
keener buying practices which make it possible for the chains to secure the 
product from wholesalers or distributors at an average price of one cent a pound 
less than other retail dealers are required to pay. 

The answer that chain stores receive this price preference because of the 
large volume of purchase is only partly satisfactory because wholesalers are 
required to deliver small separate orders of fish to each retail chain store and the 
costs of handling chain store business is therefore as great as if each order was 
sold to a separate retailer. . 

9. U NSOt)ND TRADE PRACTICES 

a. Measurement and Cull 
Fishermen witnesses advised us that the prevailing practices employed by 

distributing companies as to the cull and weighing of fish are unfair to the 
producer in that the system rests solely in the hands of the company and that 
the fisheman has no control or remedy in the event of the company discharging 
the cull or weighing in a manner accruing to its own advantage. 

Whep fish is delivered to the company it is culled as to variety and size 
and quality. It apears that when the cull is taking place the fisherman himself 
or his representative is usually present. In instances where the dealer is 
inclined to seek an advantage in this process, Lt does not appear, however, that 
the fisherman has any practical redress. For the most part he is forced to accept. 
and abide by the conditions of buying as set down by the company. 

Fishermen have taken exception to the basis of culling established insofar 
as the handling of fish to be marketed fresh is concerned, and have pointed out 
that, for instance, haddock weighing under two and one-half pounds is paid for 
as scrod, for which only three-quarters of a cent or less is paid, when two cents 
8 pound is being paid for market haddock. Witnesses expressed the view that 
this weight measurement for scrod should be reduced to two pounds, as fish 
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weighing between two and two and one-half pounds is of excellent marketable 
size. This is borne out by evidence given us by retail dealers, one of whom 
stated that fish weighing between two and two and one-half pounds is much 
in demand in the retail trade. It is therefore suggested that consideration should 
be given to the revising of the present weight basis upon which the cull is 
carried out by distributing companies. 

Information contained in pay-off slips submitted in evidence shows that a 
relatively large proportion of the catch of schooner fish is consigned to the fish 
meal plant. There is not sufficient evidence to express an opinion as to whether 
or not this is fair, but.t is another point that should be carefully borne in mind 
when consideration is being given to the general system of culling-a system 
which it seems proper to say does not at the present time accrue to the 'benefit 
of the fisherman. 

After the cull, the fish is weighed in baskets of various sizes. We were 
advised that the larger and better quality fish are frequently weighed in smaller 
lots than are the less valuable sizes, and it is suggested that by this process the 
distributing company gains an advantage of a few pounds on each measure. 
There would seem to be no sound reason why fish landed should not be weighed 
in a uniform measure. This is a matter to which the Fisheries Board of Control, 
later recommended, should give consideration. 

b. Unfair Competition and Consignment Shipments 
We received a great deal of evidence as to the existence among distributing 

companies and dealers of unsound trade practices. Most of these fall under 
the heading of cut-throat competition, along with the kindred practice of con
signment selling. 

From evidence received it appears that the practice of cut-throat competition 
was formerly prevalent among the larger distributors, but that in recent months 
this has, to a considerable extent, been eliminated as a result of an understanding 
between the companies. It is, however, undoubtedly true that this unsound trade 
practice continues to exist in the distributing end of the industry, and at the 
present time emanates principally from the operations of certain small dealers 
who at particular seasons of the year are responsible for forwarding large 
quantities of fish to retail markets at prices purposely quoted substantially below 
those of other dealers or upon a consignment basis. This form of competition 
brings benefit neither to the distributor nor in the long run to the consumer 
and is uniformly adverse to the interests of the primary producer. 

The practice of consignment shipment appears to be one that is seriously 
adverse to the interests of the fisherman and of the industry as a whole, inasmuch 
as it is frequently impossible to market consignment fish upon a satisfactory basis 
either as to quality or price, and this, in turn, disturbs conditions surrounding 
the marketing of fish for which firm purchasing orders have been given. 

Even larger companies are defenceless in the face of this form of competition, 
in view of the fact that a low quotation upon even a small quantity of fish can 
be responsible for a break in the market involving large shipments. This creates 
a serious market condition, reflecting directly upon the shoulders of the individual 
fisherman, and the anomalous position is thereby created of the primary producer 
being forced to bear the ill effects of a situation he has had no part in creating. 

These unsound trade practices constitute one of the grave problems which 
must be dealt with. The position of the primary producer, as well as that of 
the companies and dealers, will continue to be adversely affected until such time 
as control is exercised over a phase of the industry which one witness referred 
to as leading to active disorganization. 
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c. Inferior Quality and UmatUfctctory Conditions of Handling 
Evidence given by wholesale and retail fish dealers operating in Montreal 

and Toronto indicates that the handling of fish in retail""stores in those cities is 
not uniformly satisfactory. With the exception of certain stores that are 
adequately equipped to sell fish, conditions in many of the retail outlets are so 
inferior as to cause a limitation upon the public demand for this product. A 
majority of those who peddle fish from door to door in trucks or wagons sell fish 
of an inferior quality and under conditions of handling that would be improper 
for products of even a less perishable nature. 

This condition of inferior quality and unsatisfactory· handling on the part 
of certain dealers works a distinct hardship upon those fish merchants who handle 
high-grade products under proper conditions. 

Conditions existing in the retail markets present one of the reasons for the 
relatively low per capita consumption of fish in Canada. Any expansion of the 
Canadian market for fresh fish must depend directly, in the first instance, upon 
quality, and quality in turn is largely dependent upon satisfactory handling 
of the product. 

It is our view that more suitable conditions must be established in retail 
outlets II!! the first step toward enlarging the market for fresh fish. 

d. Substitution of Varieties and Quality 
We were advised by wholesale and retail fish dealers that there has recently 

been a definite tendency on the part of some retail dealers to misrepresent not 
only the quality but the class of the fish retailed. It seems to have been estab
lished beyond dispute that cod fillets are frequently sold as haddock fillets, and 
that in some stores even hake fillets are sold as haddock. Since the fillet is 
advertised as "fresh fillet," it is doubtful whether there is a direct misrepresenta
tion, but if not there is an implied one. This gives rise to a serious situation due 
to the marked tendency of companies in recent years to place filleted fish upon 
the market rather than fish in the round or headless. We were also advised 
that imported salmon is sold as Gaspe salmon, and that the practice is to dispose 
of flounder as lemon sole. 

It does not appear necessary to set out in detail the causes from which. 
arise this apparently well established and obviously unsound trade practice. 
Suffice it to say that frequent price-cutting and the disturbing effect upon retail 
markets of consignment shipments appear to be among the causes of inferior 
quality of fish and misrepresentation as to varieties. 

Possibly one remedy for these difficulties would be proper regulation of 
retail outlets. This should not only increase the consumption of fish, but should 
protect the reliable and well equipped dealer against unfair competition from 
those other dealers who in the past have done a great deal to limit and injure 
the market for fresh fish. To attain this it might be worth while for the proper 
authorities carefully to consider the prll,j:ticability of establishing a system of 
licensing of retail outlets for fish in domestic markets. 

Elimination of the unsound practices now prevailing should mean a larger 
financial return to the fisherman, more satisfactory business conditions for the 
dealer and a better quality of fish for the consumer. 

10. PRICE SPREADS 

a. Introductory 
We received complete and comprehensive information regarding price 

spreads in the fishing industry. This evidence was contained in questionnaires 
completed by various companies and filed with the Commission, in the reports 
of the Investigator and in evidence presented by witnesses. 

The following table indicates the spread in prices between the producer and 
the consumer for cod and haddock fillets and cod and haddock steak shipped 
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to the Montreal and Toronto retail markets lly the Nova Scotia distributing 
companies during the first week of October, 1934: 

Price to Whole-
Price Wholesaler saler'a Retailer'a 

- paid F.O.B. price pri<:e 
by distributor to to 

Distributor plant retailer consumer 

October, 1934 
Montrtal-

(c ... per lb. pro.......! fish) 

Cod Fillets .......... .............................. 3.26 10 13 18 
Haddock Fillet8 ......... .......................... 5.21 12 16 20-22 
CodS .... k ......................................... . Ii 5 8t 16 
Haddock (Headl ... ) ............................... 2.44 5l 71 10-11 

TorOflt~ 
Cod Fill ........................................... 3.26 10 13 19 
Haddock Fill ...................................... 6.21 12 16 22 
Cod Stesk ....................•..•.•••...•.......•. It 5 Sl 15 
Hoddock (Headl ... ) .............................. 2.44 5l 8t 12 

The column indicating the price paid fishermen is based upon 38·4 per 
cent recovery per pound in the case of fillets and 82 per cent recovery per 
pound in the case of headless haddock. During the period under review the 
distributing companies were paying fishermen 2 cents per pound for large 
haddock and 1* to 11 cents for cod, and the figures in the first column are 
based upon these prices. 

b. Distributing Spreads 
Upon purchasing fish from the fishermen, the distributing company must 

bear the expense of culling, weighing, washing, packing, icing, and in the case 
of fillets, the processing, and expenses incidental to the large percentage of 
waste and shrinkage. At the same time it makes a profit from the offal and bye 
products. 

From the above table it appears that having paid the fishermen the 
equivalent of 5·21 cents for the amount of fish necessary to produce a pound 
.of haddock fillets, the distributing company sold this pound for 12 cents f.o.b. 
its plant. 

The auditor's analysis of a company's costs of processing, icing, boxing, 
etc., indicates that the charges applicable to the handling of a pound of fillets 
amounted to 5·68 cents per pound or a total cost to the distributing company 
of 10· 87 cents. Therefore it appears that the company's spread or profit upon 
a pound of haddock fillets was 1·13 cents. 

The records of the companies disclosed, however, that in certain periods 
of the year fresh fish is handled at a loss. An analysis of the average spread 
or profit made on haddock fillets shipped to the Toronto market by one company 
shows that during the period May first.,t933 to April first 1934 the average profit 
per pound was . 82 cents, or a substantially lower average for the year than the 
profit indicated during the month of October. 

As the profit or spread per pound on different varieties of fish fluctuates 
from month to month the spread is more correctly reflected by the following 
average profit per pound on haddock Bold by three companies to wholesalers 
in Montreal and Toronto during the period May first 1933 to April thirtieth 1934: 

eompany 1 ............. '" .••....................... 
Company.2 ......................................... . 
Company3 ........................................•. 

Haddock 
fillete 

M.ontreal 

e. 

.84 

.24 

.51 

Haddock 
fillela 

Toronto 

c. 

.82 

.17 

.89 

Haddock 
round 

Montreal 

e. 

.82 

.35 

.87 

Haddock 
round 

Toronto 

c. 

.40 

.61 
1.2 
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Since none of the distributing companies sells all of its fish in the fresh 
state and not infrequently incurs losses upon dried and cured fish, the net 
spread or profit arising from the company's operations is more correctly reflected 
by the following analysis based upon the net profits or losses made per pound 
on all fish handled, whether sold in tbe fresh state or otherwise, by the three 
largest distributing companies in Nova Scotia. 

The first Company, Lunenburg Sea Products, Ltd., during 1933 bought 
10,000,000 pounds of fish and paid the fishermen an average of 1·588 cents per 
pound. Average processing cost per pound of this company was ·759 cents, 
and the cost per pound for fixed charges, administration, ete., was ·648 cents, 
a total cost per pound of fish sold of 2·995 cents. The average selling price 
per pound was 3·142 cents, which meant a net spread or profit to the Company 
of ·147 cents per pound on all fish handled. The net profit per pound on all 
fish handled by this company in 1932 was ·124 cents, in 1931 the net spread 
was ·279 cents, in 1930 it was ·221 cents and in 1929 the profit was ·133 cents 
for each pound of fish handled. 

The Lockeport Co., Ltd., during 1933 purchased from fishermen slightly 
over nine million pounds of fish, and paid the producer an average of 1.32 
cents. Processing costs were ·6 cents a pound, depreciation, interest and adminis
tration ·74 cents a pound. Total production costs amounted· to 2·66 cents per 
pound. Average selling price per pound was 2·67 cents, which meant a net 
spread or profit of ·01 cent per pound on all fish handled. This company had 
a net profit in 1932 of ·12 cents a pound on all fish handled, in 1931 a loss of 
·01 c.ents a pound was incurred, in 1930 there was a profit of ·17 cents and in 
1929 a loss of ·04 cents. 

The Maritime National Fish Co., Ltd., in 1933 handled over 28,000,000 
pounds of edible fish. The first cost of this fish was 1·5 cents per pound. 
Processing, icing, and handling costs averaged 1·14 cents a pound and deprecia
tion, interest and administration amounted to ·77 cents a pound, a total average 
cost per pound of 3·41 cents. The average selling price per pound was 2·99 
cents and the company therefore sustained a loss of ·42 cents per pound on 
all edible fish handled. In 1932 a loss of ·31 cents a pound was incurred by 
this company and in 1931 there was a loss of ·28 cents. In 1930 the company 
handled 40,000,000 pounds of fish and had a profit of ·13 cents per pound, but 
in 1929 lost ·03 cents a pound on 53,000,000 pounds handled in that year . 

. The following table summarizes the net profit or loss in cents per pound 
on all fish handled by these distributing companies. Figures are for the five
year period 1929 to 1933. Losses are in italica:-

1m .................................................... ......... . 
. 1930 •.•••••........•....••.•..•..•.•..••..•••••••.•.•...•.....•..• 

1931 ..................•........••........................•.••••• ~. 
19.12 .... __ ....................................................... . 
1933 ...•...•.•.•.•••.....•.....................•...•..•.•••••... ,_ 

Maritime 
National 

Co . 

. 0' 

.13 

.18 

.!I 

.41 

Lunenburg The Locke-
Sea port. Co. 

Products 

.130 

. 221 

.270 

.124 

.147 

.01 

.1 • 

.01 

.12 

.01 

There was no evidence of unreasonable profits at the present time on the 
part of distributing companies operating on the Atlantic sea coast, though in 
some instances it has appeared that the processing and administrative costs 
incurred are excessiw. The margin of profit per pound, where a profit has been 
made, appears to have been reasonable, and in a number of instances substantial 
losses have been sustained. 

1'7131-18 
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c. Wholesale Spreads 
From the table on page 192 showing price spreads between the producer and 

consumer it appears that between the price paid by the wholesaler to the dis
tributor and the price charged by the wholesaler to the retail fish dealer there 
is e. spread of approximately three cents a pound on cod fillets, four cents on 
haddock fillets, three and one-half cents on cod steak and three cents on headless 
haddock. Out of this spread, however, must come the cost of transporting the 
fish from the Atlantic coast to the wholesaler's plant, and also such expenses as 
are incurred by the wholesale dealer in handling, selling and delivery of the 
product, as well as administrative expenses. 

The operations of leading wholesale fish companies have been carefully 
inquired into, and while in previous years substantial profits have been made, it 
appears that latterly any profits made have been reasonable, and in some 
instances losses have been incurred. 

The average mark-up over cost on fish sold in 1933 by wholesale companies 
in Montreal was 26 per cent. Out of the gross profit thereby accruing the com
panies had to provide for delivery costs and the costs of handling and adminis
tration. The average mark-up over cost on fish sold in 1933 by wholesalers in 
Toronto was 27 per cent. 

The following analysis of the operations of one of the largest companies 
has been found to be representative of other wholesale operators,-

This company sold 3,800,000 pounds of fish during the year ending Decem
ber 31, 1933. Total value of sales was $415,000, or an average selling price per 
pound of 10·92 cents. The average purchase cost per pound of this fish, which, 
in addition to the amount paid the distributing company also included frei~ht, 
ice and storage, etc., amounted to 8·47 cents a pound. Handling and selling 
expenses amounted to . 89 cents a pound, delivery expenses . 31 cents and admin
istration expenses 1·06 cents, making a total selling expense of 2·26 ccnts, and 
a total cost of sales of 10·73 cents per pound. The average selling price was 
10·92 cents per pound and the company therefore had a net profit per pound 
on all fish handled, of '19 cents. This same company in 1932 had a net profit 
on all fish handled of ·22 cents, in 1931 a profit of ·37 cents, in 1930 a profit 
of '47 cents and in 1929 a profit of ·33 cents per pound on all fish handled. 

1t would appear therefore, that the spread or profit represented by the above 
outlined operations of a representative wholesale fish company cannot be con
sidered as excessive. 

d. Retail Spreads 
The general table on price spreads appearing on page 192 indicates that 

between the cost and selling price of the retailer there was a spread of 6 cents 
per pound on cod fillets, 6 cents on haddock fillets, 6! cents on cod steak and 
31 cents on headless haddock. 

It was represented by retail fish dealers that a substantial spread must exist 
between wholesale and retail prices in order to provide for the large expenses 
incurred in the retail handling of fish products. It was pointed out that shrink
age and waste in the fish must be provided for and that delivery expenses, 
especially in the larger centres, are very heavy. It was also represented by 
retail dealers that fish is sold to consumers principally during one or two days 
eaoh week, while the entire store overhead and delivery facilities, in some cases, 
must be maintained throughout the whole week. 

The average mark-up over wholesale cost on fish handled during 1933 in 
retail stores investigated in Montreal was 54·6 per cent-the average mark-up 
in retail stores investigated in Toronto was 55·5 per cent. 

The following analysis of the operations of a leading fish store may be con
sidered as representative of other retail dealers. This store retailed during 1933 
approximately 1,900,000 pounds of fish, for which it paid an average price of 
9'48 cents a pound. The selling costs, including salaries of employees, overhead 
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and administration, amounted to an average of 4·33 cents a pound, shrinkage 
and waste amounted to 1·26 cents a pound and delivery ·43 cents a pound, 
making a total cost of handling of 6·02 cents, or a total cost of sales of 15·50 
cents per pound. 

Sales of the company averaged a return of 15·71 cents per pound, thereby 
providing a net profit on all fish handled of ·21 cents per pound. During 1932 
this same company retailed over 2,000,000 pounds of fish and had" net profit 
of ·44 cents per pound. 

The delivery costs of tbis retail store were relatively low, as much of the 
trade was over the counter. Delivery costs of other retailers were set at approx
imately ·75 cents per pound. On the other hand, waste and shrinkage in this 
store seem to be higher than in others and the net operations are therciorc 
representative of other retail dealers. . 

It does not appear that the spread between the wholesale and retail price 
for fish is excessive or unreasonable, having regard to the nature of the product 
handled. 

e. Conclusions 
A careful perusal of numerous charts and statements prepared on the sub

ject of price spreads in various phases of the fishing industry, indicates that the 
spread between the price received by the fishermen, by the distributor, by the 
wholesaler and the price paid by the consumer, while in places large, is not 
exorbitant having regard to the conditions that prevail in this industry. 

It does appear, however, that the present lack of reasonable co-ordination 
in the distributing and marketing phases of the fresh fish industry, Bnd to a 
somewhat less extent in the handling of cured fish, has resulted in a loss to
various operators, that had it not been sustained, would thereby have provided 
a larger financial return from the volume of product marketed without increasing: 
to any unfair or unacceptable degree the cost to the consumer. 

Without accusing anyone of making exorbitantly high profits in the indus
try, there is reason to believe that, in the present spread in prices between the 
producer and consumer there exists a basis for more profitable return to the 
former. Especially do we feel that every effort should be made to narow the· 
spread between the distributor's price to the fisherman and his price to the· 
wholesaler. In view of the large quantity of fish bandIed this soread seem!to 
high. Possibly some reduction could be made in items such· as administrative 
costs, which seem to make up an unduly high proportion of the total cost. It 
may be, however, that no worth-while saving can be made until the loss now 
being sustained in disorderly marketing is eliminated. 

11. GENERAL. 

a. Transportation of Fi8h. 
We were advised that the railway freight and express rates on fish are con

sidered on the whole fair and reasonable, and that the railway facilities for 
handling the product are in general satisfactory. 

It has been represented, however, that the differential between freight and 
express rates from different points of shipment on the Atlantic Coast places at 
a serious disadvantage those fishing communities that are more remote from 
transportation centres. Uniform zone rates should be established, as this would 
b~in~ m~terial assis~ance to communities that are not now served by large 
dlstnbutmg compames, and they would thereby be enabled to more satis
factorily market their product. 

Several witnesses appearing before us expressed a difference of opinion as 
to the relative merits of shipments of fresh fish by express and by freight. It 
appears to be true that in some instances shipments in carload lots by freight 
on account of being undisturhed in transit, arrive on the market in as good if 
not better condition than small shipments by express. It was submitted by .dm. 

mil-iii 



198 ROYAL COMMISSION ON PRICE SPREADS 

marketing and if conditions here continue as they are now, there is little like
lihood of profitable returns to those engaged in the industry. On the other hand, 
if the necessary co-ordination and efficiency is established financial benefit should 
accrue to both the fishermen and the dealers while the consumer will also benefit 
in the form of a better product. 

The fi.hing industry from its nature is essentially one in which individual 
initiative should be given as large a scope as possible. Lt appears, however, that 
if such initiative is not satisfactorily providing the means whereby the serious 
problems confronting the industry can be solved, then some practical form of 
social direction and control is desirable. The object of such control would not 
be to destroy individualism in the industry but to give the individuals the benefit 
and assistance of intelligent advice and direction. 

Authority and responsibility for this direction should be placed in the hands 
of men actively engaged in the industry and should be exercised in such a manner 
as to leave in so far as possible the detailed working of the industry to those 
who have had practical experience. 

It would be useless to attempt to place upon the shoulders of any Govcrnment 
Department any large share Qf responsibility for establishing the necessary 
conditions of efficiency referred to, and for finding the solutions to the various 
problems outlined. The day-to-day direction of the industry must be left in 
the hands of those engaged in it, but government might well intervene to see that 
this direction is in the hest interests of all, and not merely of any particular 
group or groups. 

b. Fisheries Control Board 
We feel that the request for such intervention should come from the fishing 

industry itself. The Natural Products Marketing Act, 1934, provides the neces
sary legislative machinery, under which the various phases of the industry can 
organize for the purpose of co-operative marketing. Precedents for the inclusion 
of processors, as well as producers in the operation of any such marketing 
scheme, already exist and we would therefore strongly urge that steps be taken 
by the industry itself to organize for the purpose of remedying some of the 
evils disclosed aboye. 

If the producers and distrihutors refuse to take advantage of this opportunity 
to promote orderly marketing and co-operative effort, it may be necessary for 
the government itself to initiate action toward the desired end, under Section 9 
Jf the Natural Products Marketing Act. A refusal, for instance, of the distri
buting branches of the industry to co-operate with the producers in a voluntary 
scheme, might well justify the utilization of Section 9. 

We do not intend to make detailed recommendations as to the form and 
powers of any marketing organization for the fishing industry. That should be 
done by the industry itself, or by the Federal Marketing Boord, if the industry 
cannot agree on any proposals. 

We desire however, to make certain suggestions which may be of some value. 
We feel, in the first place, that there should be one unifying arid co-ordinating 
central board of control for the fishing industry of the Maritime Provinces which 
should be giyen wide powers over matters affecting all branches of the fishing 
industry, including particularly matters pertaining to processing, transportation, 
distribution and marketing of the catch. 

This Board might be known as the "Fisheries Control Board" and should 
be restricted only by the terms and provisions of the ~larketing Act. The 
proposed Board should not in the first instance attempt to IDstitute revolutionary 
reforms, as affecting various branches of the industry, but should proceed through 
successive steps to eliminate, in logical order, the more pressing disabilities. Its 
most important duty would be to make every possible effort to ensure that the 
fisherman secure a fair price for his fish and not, as at present, the pittance that 
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It appears that there are a number 01 fishing. communities, particularly il\ 
Eastern Nova Scotia, that will not in the luture be serv~d by large distributing 
companies. In these communities, removed as they are lrom direct transporta" 
tion routes, the development of co-operative marketing holds hope for a more 
profitable pursuit 01 the fishing industry. 

The further development of the co-operative movement may well bring 
benefit to the fishermen operating in the districts served, and this development 
should be given every encouragement. 

12. THE BASIC PROBLEMS 

It has been established by evidence submitted and by the investigation of a 
previous Royal Commission that grave problems confront the fishing industry of 
Eastern Canada. 

The difficulties and disabilities arc so many, so varied and so intricate that 
their complete removal cannot be contemplated as immediately following any 
recommendation of anyone Commission. Nevertheless many disadvantages can 
be removed and a more adequate return to the fisherman and greater prosperity 
for the industry as a whole can be attained. Not by anyone remedy but by 
several remedies, proceeded with upon a conservative basis so that that part 
of the industry's organization which appears to be sound will not be disturbed by 
unnecessarily drastic changes in those fields in which reform is necessary. . 

The concrete problems arising out of the evidence submitted and presenting 
themselves for solution can be concisely stated as follows:-

(a) How to eliminate unsound and uneconomic trade practices and to 
establish uniformity, co-ordination and more efficiency in the distri
buting and marketing phase of the industry. 

(b) How to extend and strenghthen domestic and export markets for Cana
dian fish. 

(c) How to increase the earnings of the individual fisherman. 
(d) How to make some provision for limited credits for fishermen to pur

chase gear, whereby those now without necessary equipment can become 
re-engaged in tbe industry. 

If these problems can, if only in part, be solved, Canada's Atlantic fishing 
industry should hold even more securely its place as one of the Dominion's most 
valuable natural assets. 

13. RECOMMENDATIONS 

u. Introductory 
Co-ordination and efficiency in all branches is vitally necessary if there is 

to be progress in the fishing industry. Any departure from sound trade practices 
or any other defect in either the production, distribution or marketing phases of 
the industry is immediately reflected to the disadvantage 01 the industry as a 
whole and to the detriment of all those engaged in the fisheries. 

The dealers are dependent upon the fishermen for a satisfactory quality 01 
produce in sufficient quantity to aSSUre a uniform supply of fish for the markets 
and the fishermen, in turn, are dependent upon the dealers effectively to distri
bute and market their catch. If either the fishermen, the distributors, the trans
portation companies, the wholesalers or the retailers fail efficiently to perform 
their part, the whole industry and all those engaged in it suffer. 

It is not unfair to any of the interests involved to say that there has not been 
a sufficient degree of this co-ordination anel efficiency in the fishing industry in 
the past, nor is there any reason to anticipate its genesis in the future unless 
provision is made through regulations bearing legislative authority. 

As set out earlier in this report, the principal disabilities of the industrv 
arc not those of production. On the contrary, they are those of distribution and 



198 ROYAL COMMISSION ON PRICE SPREADS 

marketing and if conditions here continue as they are now, there is little Iike-
lihood of profitable returns to those engaged in the industry. On the other hand, 
if the necessary co-ordination and efficiency is established financial benefit should 
accrue to both the fishermen and the dealers while the consumcr will also benefit 
in the form of a better product. 

The fishing industry from its nature is essentially one in which individual 
initiative should be given as large a scope as possible. It appears, however, that 
if such initiative is not satisfactorily providing the means whereby the serious 
problems confronting the industry can be solved, then some practical form of 
social direction and control is desirable. The object of such control would not 
be to destroy individualism in the industry but to give the individuals the benefi~ 
and assistance of intelligent advice and direction. 

Authority and responsibility for this direction should be placed in the hands 
of men actively engaged in the industry and should be exercised in such a manner 
as to leave in so far as possible the detailed working of the industry to those 
who have had practical expericnce. 

It would be uselcss to attempt to place upon the shoulders of any Government 
Department any large share of responsibility for establishing the neressary 
conditions of efficiency referred to, and for finding the solntions to the various 
problems outlined. The day-to-day direction of the industry must be left in 
the hands of those engaged in it, but government might well intervene to see that 
this direction is in the best intere;ts of all, and not merely of any particular 
group Or groups. 

b. Fisheries Control Board 
We feel that the request for such intervention should come from the fishing 

:industry itself. The Natural Products Marketing Act, 1934, provides the neces
sary legislative machinery, under which the various phases of the industry can 
organize for the purpose of co-operative marketing. Precedents for the inclusion 
of processors) as well as producers in the operation of any such marketing 
scheme, already exist and we would therefore strongly urge that steps be taken 
by the industry itself to organize for the purpose of remedying some of the 
evils disclosed above. 

If the producers and distributors refuse to take advantage of this opportunity 
to promote orderly marketing and co-operative effort, it may be necessary for 
the government itself to initiate action toward the desired end, under Section 9 
"f the Natural Produrts Marketing Act. A refusal, for instance, of the distri
buting branches of the industry to co-operate with the producers in a voluntary 
scheme, might well justify the utilization of Section 9. _ 

We do not intend to make detailed recommendations as to the form and 
powers of any marketing organization for the fishing industry. That should be 
done by the industry it.self, or by the Federal Marketing Board, if the industry 
cannot agree on any proposals. 

We desire however, to make certain suggestions which may be of some value. 
We feel, in thc first place, that there should be one unifying and co-ordinating 
central board of control for the fishing industry of the Maritime Provinces which 
should be given wide powers over matters affecting all branches of the fishing 
industry) including particularly matters pertaining to processing, transportation, 
distribution and marketing of the catch. 

This Board might be known as the "Fisheries Control Board" and should 
be restrietcd only by the terms and provisions of the Marketing Act. The 
proposed Board should not in the first instance attempt to institute revolutionary 
reforms, as affecting various branches of the industry, but should proceed through 
successive steps to eliminate) in logical order, the more pressing disabilities. Its 
most important duty would be to make every possible effort to ensure that the 
fisherman secure a fair price for his fish and not, as at present, the pittance that 
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is left over from the consumer's dollar after all other branches of the industry 
have received their share. The Board might next approach the problem arising 
from condi tions in domestic retail markets. 

Through successive steps the Board might then proceed to action in connec
tion with. disabilities of the industry in something approaching the following 
order: 

(1) The elimination of misrepresentation of varieties and grades of fish as 
now prevailing in the retail markets in Canada. 

(2) The establishment of a higher standard of quality of fish marketed in 
Canada by regulating the conditions under which fish, and especially 
fresh fish, may be handled. 

(3) The establishment of adequate inspeetion of grades as affecting products 
for the Canadian and export markets. 

(4) The elimination of consignment shipments. 
(5) The elimination of cut-throat competition and other unsound trade 

practices. 
(6) The direction of surplus production of fish through channels calculated 

to bring the most profitable financial return. 
(7) A thorough survey of conditions surrounding, as well as the disabilities 

retarding development of existing and potential export markets. 
It is not contemplated that all of these steps could or should be taken at one 

time, but that each successive step may be proceeded with in the light of 
experience gained through previous action taken. 

In instituting reforms and in seeking to establish uniformity, co-ordination 
and efficiency in the industry, the Fisheries Control Board might, where necessary, 
exercise administrative authority through a system of licensing. 

c. Local Adtrisory Committees 
To assist the Fisheries Control Board, there should be appointed local 

advisory committees. The duties of these local committees would be in advising 
the central Board upon problems affecting the particular branches of the industry 
in connection with which they h8\-e been appointed. There should be at least 
five advisory committees as follows: 

(1) On Fresh Fish. 
(2) On Dried and Cured Fish. 
(3) On the Herring Fisheries. 
(4) On the Pickled Fil;h Industry. 
(5) On Lobsters, Salmon, ete. 

The appointment is suggested of one secretary who would act in that 
capacity for each of the advisory oommittees and whose duty it would be to 
act as a contact official betw""n the Fisheries Control Board and the local 
committees, and to convey communi""tions from the committees to the Board, 
and also provide a point of contset between the various local committees. 

d. Credits For Fuhermen 
Much evidence has been received on the present deplorable condition of the 

fishermen of the Maritime Provinces, and the extent to which many of these 
fishermen are at present unable to re-engage in the industry due to lack of boats 
and fishing gear. 

It is therefore suggested that the Government of Canada should give early 
and favourable consideration to the establishment of a limited fund through 
which deserving primary producers now without fishing gear may be granted 
credit so that they may again become producers in this industry. 

The details of administering such a fund, if it is established, could logically 
he left to local committees, the members of which would have thorough knowledge 
of local conditions. 



CHAPTFR VII 

DISTRffiUTION 

1. INTRODUCTION 

It is proposed in this chapter to review the system of distribution of con
sumer goods in Canada, with particular regard to the more specific terms of 
the Order of Reference. The terms of this Reference commanded an inquiry 
into "the system .of distribution in Canada of farm and other natural products 
as well as manufactured products" and a more specific clause directed an 
investigation of "the effect of mass buying by department and chain store 
organizations upon the regular retail trade of the country, as well as upon the 
business of manufacturers and producers." 

The term "distribution" means much more than the physical conveyance 
of merchandise from the producer or manufacturer to the consumer. Having 
regard to the highly specialized functional divisions in almost every industry, 
distribution includes all the activities and functions having to do with the 
movement of consumer goods from the hands of the producer. It might be 
defined as "the sum of the processes by which, when produced, commodities 
are distributed." It must, therefore, include such matters as packaging, labelling, 
containers, advertising, wholesale and retail selling, service, and guarantees. 

In order to view in proper perspective the various agencies in the present 
system, some discussion becomes necessary of the growth of large-scale retailing 
organizations which, in Canada, as elsewhere has been the outstanding develop
ment in the distributive system in the past twenty years. The commanding 
position attained by a few huge corporate enterprises in the retail trade of the 
country has had a profound effect upon all the agencies in the system, and 
particularly upon the producer, the wholesaler, and the smaller retailer. 

Our inquiries have, in consequence, been particularly directed to the part 
played by the largest organizations in the retail field and we have conducted, 
through our accountants and investigators, an exhaustive examination of the 
great department and chain stores operating in Canada to-day. The effect of 
mass buying on the wage earner has been discussed in a previous chapter. This 
chapter discusses more particularly merchandising practices, habits, and customs, 
and endeavours to assess the effect of mass buying on producers, competitors, 
and on the public welfare. 

At the outset of our inquiry witnesses appeared on behalf of manufacturers' 
and retailers' organizations who testified as to the injurious effects of certain 
practices of mass buyers and, while a general answer to these charges was 
offered by chain stores, there was no contr~diction or reply from department 
stores. The evidence before us, however, leaves no room for doubt that the 
growth of the mass buyer has had an adverse effect upon the fortunes of the 
wholesaler, the smaller retailer and, in certain cases, the producer. It is 
important therefore, to determine, if possible, to what degree the large, extended 
retailing organization of the present day operates in the public in~rest. 

2. THE DEVELOPMENT OF LARGE-SCALE MERCHA]).TJ)ISING AND 
ITS PLACE IN THE STRUCTURE OF RETAIL DISTRIBUTION 

1. DEVELOPMENT. 
The revolutionary development of large-scale merchandising in Canada 

tince the beginning of the century parallels the concentration in industrial 
uoduction, which, in this country, commenced only a few years earlier. The 
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system in 1900, whereby commodities moved from producer to consumer via 
the wholesaler and a retail net-work of thousands of small merchants, has 
given way to the complex system of the present day, in which the wholesaler 
plays a relatively minor part and the independent retailer is dwarfed by those 
huge corporate enterprises, department and chain stores, which in 1930 trans
acted 31·1 per cent of the total retail trade of the country. 

Up to the beginning of the World War, this development had been gradual. 
The modern chain store had not yet made its appearance in Canada and the 
principal changes centred around the weakening of the position of the whole
saler, through the increasing tendency of the manufacturer to sell direct to the 
retail merchant. During this period, the department store, while largely respon
sible for the changing merchandising methods of the manufacturers, enjoyed a 
sober and wholesome growth, laying, as it turned out, the foundation for the 
huge structure which developed after the War. It was during these years that 
the mail order business made its appearance, the almost exclusive concentration' 
of which in department stores has, to some extent, accounted for the dominant 
position attained by the two largest of such stores. 

In the years following the War, however, the trend to mass merchandising 
developed at a much faster rate. The largest department and chain stores 
attained proportions comparable to the large industrial producers; and, just 
as the development of large-scale production had brought injury and sometimes 
injustice to the small producer, so large-scale merchandising brought injury and 
sometimes injustice to the small retailer. 

A number of factors contributed to the rapidity of those developments from 
1920 to 1929. Improvements in transportation and communication had an impor
tant bearing on the buying habits of the public, and urban establishments 
benefited materially therefrom. In addition to this a rapid urbanization of 
the population took place; from 1921 to 1931 the total population of the country 
increased 18 per cent, whereas the urban population increased 28 per cent, and 
the population of four metropolitan areas 38 per cent. In the same period the 
physical volume of production increased by more than one-half. This concen
tration of populatioB, accompanied by a rising standard of living, afforded 
opportunities for expansion in the retail field which were utilized most effectively 
by the larger organizations. 

The first post-War depression in 1921 and 1922 had resulted in a heavy 
mortality among retail and wholesale firms. From a total of 771 in 1920, 
commercia.l failures among these merchants rose to 1,739 in 1921, 2,717 in 1922 
and 2,319 in 1923. The established department and chain store organizations, 
however, while suffering reverses at this time, were, by reason of their financial 
resources able to survive, and even to strengthen their competitive position. 
The succeeding eight years witnessed a growth far more rapid than that in any 
former period of their history, equivalent in sales volume in the three largest 
department store organizations to approximately 80 per cent. Similarly chain 
stores, operating up to 1925 on a relatively small scale, expanded at a very 
rapid rate up to 1930. The 13,287 units operating in that year represented 
10· 6 per cent of the total of all stores in Canada. 

The unwarranted expansion policy of the management of department stores 
during this period was due partly to unbounded optimism over the future of 
such organizations, and partly to competition from, and desire to secure the 
advantages of, the chain store system of distribution. Costly new premises 
Were erected; hoth selling and servicing branches were subjected to specialized 
functional development; and in some cases over-optimistic and unsound financial 
promotion was undertaken. 

2. RETAIL MERCHANDISING ANn THE DEPBESSION. 

The beginning of the depression, therefore, found the retail field dominated 
by a few large organizations expanded to a point where they competed directly 
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with the independent retailer throughout the whole of the country. In the 
succeeding years, by reason of their financial resources, and other advantages 
peculiar to large-scale merchandising, the large-scale organizations have been 
able to weather the storm. Ail in the 1921 depression, however, commercial 
failures removed large numbers of independent retailers from the field. 

As long as business was on the upswing, the expansion of department and 
chain stores, while increasing the severity of competition in the retail field, did 
not render precarious the position of the independent retailer. In fact, as the 
majority of retail stores have always been short-lived, the establishment of 
units of chain stores or the growth of department stores might merely supplant 
independent stores which would have failed in any event. Ahnost half the inde
pendent grocery stores in Canada, according to the results of the Census of 
Merchandising, had been under the same ownership for less than six years. In 
greater or less degree, the same is true of other lines of retail trade and has 
been for decades. But the contraction of business in 1930, accompanied by a 
rapid fall in prices, has intensified the struggle for survival on the part of 
small distributors. 

In the depression of 1921 the bulk of the trade was in the hands of inde
pendents, and the adj ustments were made largely through the disappearance of 
the weaker units. The competitive position of the surviving husinesses was, 
roughly unchanged. In the recent period, however, as department and chain 
stores occupy a much larger share of the retail field than before, the adjustments 
required by the contraction in trade and the decline in consumers' incomes 
cannot be made as easily as when small enterprises were dominant. Whereas, in 
the preceding period, each merchant would tend to adapt his methods to the 
changed conditions at about the same pace as his competitors, in the present 
situation the large-scale distributors have changed their competitive practices so 
rapidly that the independent merchant finds it difficult, often impossible, to 
follow in time to prevent a weakening in his competitive position. 

3. THE POSITION OF THE LARGE-SCALE DISTRWUTOR. 

The growth of large-scale merchandising having been outlined, it may be 
useful to indicate its place in the general structure of retail trade. 

In 1930, the last year for which complete figures for retail merchandising are 
available, there were approximately 125,000 retail merchandising establishments 
in Canada, with sales amounting to $2,755,600,000. These establishments em
ployed 275,200 persons who received a total $257,600,000 in salaries and wages. 
In addition to hired employees, there were 125,000 proprietors or firm members 
actively engaged in retailing. 

A classification of the retail stores according to type showed that in the 
year 1930 independent stores (exclusive of department stores) did 68·9 per cent 
of the total business; chain stores (exclusive of department stores) did 18·3 per 
cent of the business; and departr;nent store sales formed 12·8 per cent of the 
total. ThllS, chain and department stores together accounted for 31·1 per cent 
of the total sales. 

The variations in the averages for the several provinces are also significant, 
combined sales of department and chain stores representing 25·0 per cent of the 
tot.l in the Maritime Province, 26'7 per cent in Quebec, 33·0 per cent in Ontario, 
32· 5 per cent in the Prairie Provinces, 35· 3 per cent in British Columbia, and 
64·9 per cent in the Yukon and Northwest territories. 

In the United States, according to the Census of Distribution for 1929, the 
sales of chain stores (exclusive of department stores) were 19'7 per cent of the 
total, and sales of department stores and mail order houses, 8·9 per cent. The 
relative proportions of combined sales of department and chain stores to total 
retail busine .. were, therefore, 31·1 per cent in Canada and 28· 6 per cent in 
the United States. I 

(l) For relati\'e proportion of chain Btore Bales for selected kinds of busioe81 in Canada and 
the United States, lee Annex VI, Table 123. 
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Available information suggests that since 1930 chain and departmeut stores 
as a whole have not increased their proportions of the total trade by more than 
two or three per cent. In the United States, according to the recent Census of 
American Business, department stores in 1933 had 10·2 per cent of the total 
retail trade compared with 8·9 per cent in 1929. The Dominion Bureau of 
Statistics estimates that sales of department stores in Canada in 1933 were 13·6 
per cent of the total, compared with 12·8 per cent in 1930. The following table 
gives official figures and estimates:-
PROPORTION OFTOTAL RETAIL MERCHANDISE TRADE HANDLED BY DEPARTMENT 

STORES, CANADA. lOO()..1933'. 

Total Net Sales 

- Acto&!. 

19301 

S 

All Storca, total ................. ............ 2,755,569.900 

Department Stores ... ....................... ass. 258. 600 
Percentage of total ........ ................... 12.9% 

lRevised figures of Dominion Bureau 01 Statistics. 
!The Dominion Bureau of Statistics. 

1931 

S 

2.32S. 732. 000 

312.739.000 
13.4% 

Estimated 

1002 1003 

S $ 

1.917,219,000 1,776,884.000 

2l'l. 832. 000 241.665, 000 
13.2% 13.6% 

In certain fields of trade, chain stores have materially increased theit share 
of the business, but in other lines they have lost ground. Among the fields for 
which both American and Canadian figures indicate an increasing share for 
chain stores are groceries lind meats, eboes lind drugs. In the United States, 
grocery and combination stores handled 38· 5 per cent of the trade in their field 
in 1929 and 44·2 per cent in 1933; for Canada the figures are 29·5 per cent in 
1930 and 33·2 per cent in 1933. Both women's apparel chains and men's cloth
ing chains, however, are thought to have lost ground in Canada and the figures 
for chains in the Untted States show tbat in these fields the position in 1933 
was relatively unchanged from 1929. 

There is a further factor which should be taken into consideration, namely, 
the tendency of retail trade to concentrate in urban centres where an increasing 
proportion of trade falls to the mass merchandiser. This is revealed by a 
classification of retail stores according to size of locality. This concentration 
appears due not only to the increasing urbanization of the population, but also to 
improvements in communications and transportation, which greatly extend the 
market area of the more favourably situated localities. For Canada as a whole, 
54·6 per cent of the 1930 sales were made by stores located in cities of 30,000 
population or more, although only 29·2 per cent of the population resided in such 
centres. Of this 54· 6 per cent, nearly half was accounted for by the sales of 
chain and department stores, though this figure is far above their proportion of 
all retail sales, 31·1 per cent. 

There remains one other phase to be examined; that is the concentration of 
business in large stores <>f all types and the relatively smaU proportion of the 
total trade that is handled by the amaU stores which form, by far, the greater part 
of the total number. In 1930, stores with annual sales of less than $5,000 formed 
38'4 per cent of the total number but did only 3·6 per cent of the business. 
AU stores with less than $10,000 sales per annum constituted 56'6 per cent of 
the total number, but their share of the total business was only 9·5 per cent. 
That is to say, more than half of the retail stores in the Dominion had less than 
10 per cent of aU sales, and 90 per cent of the sales were handled by the remain- . 
ing 43'4 per cent of the stores. Stores with sales of $100,000 or over comprised 
2·7 per cent of the total and transacted 39'3 per cent of the total business. 
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In the United States, stores with sales of less than $10,000 per annum formed 
43· 7 per cent of the total number and accounted for 5· 7 per cent of the sales. 
Stores with sales of $100,000 or more constituted 5·0 per cent of the total 
number in the United States and had 45·2 per cent of the sales. 

The classification" Stores with Sales of $1,000,000 or over" is the largest 
used. There were 85 stores in this group in Canada, or 0·07 per cent of the 
total, with sales amounting to 14·2 per cent of the Dominion total. In the 
United States, such stores were 0·14 per cent of the total number and had 12·3 
per cent of the sales. It will thus be seen that a greater proportion of the total 
sales is handled by both the largest stores and the smallest stores in Canada 
than in the United States. 

4. POSITION OF THE WHOLESALER. 

One important result of this development of large scale merchandising has 
been the virtual disappearance of the wholesale merchants in many lines, and 
the establishment of direct contacts between manufacturer and retailer. The 
disappearance of the independent wholesale merchant does not mean that the 
functions formerly performed by him are rendered unnecessary. To some extent, 
they .are taken over by the retailer, particularly through the warehousing and dis
tributive facilities of chain and department stores, but, probably to a murh 
greater extent, the wholesaler has been replaced by the marketing organization 
of the manufacturer. 

A statistical analysis by the Bureau of Statistics, of the manner in which 
the products of some of the leading manufacturers of consumers' goods was 
distributed in 1930, shows interesting results.' 

In food industries, the wholesale merchant still occupies an important place 
in the distributive system, although direct sales to retailers form a considerable 
part of the total in some lines. For the most part, such sales represent purchases 
by large-scale .enterprises. In the clothing industries, the wholesale merchant 
has practically disappeared and independent, chain, and department stores buy 
directly from the manufacturer. The figures for the furniture industry reveal 
the same conditions. 

In the hardware and electrical industries the wholesaler still handles a 
substantial proportion of the business, but in the latter industry manufacturers' 
wholesale branches are almost as important as independent wholesale merchants. 
The industries producing medicinal and pharmaceutical preparations made a 
greater proportion of their sales direct to retail establishments than to their 
own wholesale hranches and wholesale merchants combined. 

This development of extensive marketing organizations by manufacturers 
and the consequent increase in direct selling to retailers increases rather than 
solves the difficulty of determining the efficiency of various channels of distribu
tion, owing to the failure to find a satisfactory method of allocating overhead and 
other joint charges between production and selling costs. 

With the general structure of retail distribution outlined and the place of 
the large-scale distributor in that structure indicated, we may now discuss the 
two types of mass merchandising on which we received evidence, department 
.tores and chain stores. 

3. THE DEPARTMENT STORE 

1. GROWTH AND DEVELOPMENT. 

Our investigation into department stores covered ten companies of which 
the majority were single-unit organizations. operating only retail stores in urhnn 
centres. The three largest, namely, the '):'. Eaton Company, Ltd., the Roht. 
Simpson Company, Ltd., and the Hudsons Bay Company, Ltd., are multiple-unit 

(1) Anne. VI. T.bl. 124. 
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undertakings, two of which do the bulk of the mail-order business of the country. 
Obviously, the buying power of these extended companies is of much greater sig
nificance than the influence of the single-unit stores. In comparison with their 
larger competitors, the latter, indeed, can hardly be described as mass buyers. 

The large department store organizations of the .present day practically all 
developed from small dry-goods stores or small general stores. The three largest 
were all in existence by 1875 and by 1900 were each doing a volume of business 
of from one to five million dollars per annum. 

From this point, the volume of business shows a constant growth until in 
1930 the three largest companies conducted over 10 per cent of the total retail 
business of the Dominion. In early years the additional capital required for 
such expansion was obtained by ploughing back earnings, but in 1925 and suc
ceeding years the public were invited to invest in the securities of the two largest 
organizations. 

Growth in the early period is to he attributed to an increasing measure of 
popularity secured for these organizations by certain obvious conveniences to the 
public, inherent in the department store method of merchandising. The main
tenance of a single price policy coupled with emphasis on lower prices, created 
in the minds of the buying public an attitude of confidence, which was promoted 
with considerable skill through the various customer policies of the stores. 

The earlier growth of the large department store from 1900 to 1920 is 
marked by a number of steps. The first important change in the transition from 
the dry-goods store was the development of departmentalization. Then came 
the addition of mail-order business, and the subsequent establishment of separ
ate divisions, including the opening in other large cities of additional depart
ment store mail-order units modelled closely upon the parent organization. 
Added lines of merchandise, including foodstuffs, had an important effect upon 
volume, increased tbe number of customers in the store, and resulted in new 
buildings or increased floor space. Factories, manufacturing at first solely for 
the mail-order branch, were gradually built into important production units 
employing in one instance over 6,000 workers and were designed to supply all 
the retail outlets of the organization. 

2. NATURE AND EXTENT OF DEPARTMENT STORE BUSINESS. 

This is, in brief, the framework on which was built most of the expansion 
of the 1920's. During that decade department store .growth proceeded very 
rapidly and, we feel, often unwisely. With the exception of one company which 
ventured into the chain-store field through the establishment of chains of small 
department stores and "groceterias," expansion took the form of enlargement 
of existing services, modernization and extension of premises, an even higher 
degree of specialization in the merchandising of various commodities, and the 
addition of important and often expensive customer facilities. Specialization in 
merchandising departments is illustrated by the fact that within one large unit 
were found no less than 180 different selling departments. Store service depart
ments underwent the same specialized subdivisions along functional lines, the 
above mentioned unit having 117 separate service departments. 

Further reference should be made to the mail-order business. From its 
establishment early in the century it increased rapidly in volume, particularly 
during the later years of the War, and reached its peak in 1920. From that 
point, however, mail-order business has lost ground, largely owing to theim
provement in communications, and the urbanization of a section of the rural 
population. At its peak, catalogues issued twice a year by one company con
tained 588 illustrated pages, and over 1,000,000 copies of each issue were dis
tributed at a cost of approximately $1 per catalogue. 

Department store activity varies considerably in different parts of Canada 
and the Census of Merchandising shows that, of the 146 stores (including mail 
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order warehouses), 61 were located in Ontario, 24 in British Columbia and the 
Prairie Provinces combined, 17 in Quebec and 20 in the Maritime Provinces. 
The proportion of the total retail tr.ade handled by such stores was bigbest in 
the Prairie Provinces, wbere tbe sales were 17·4 per cent of the total, and lowest 
in tbe province of Quebec, where they were only 8·2 per cent of the total. 

The maximum volume of department store business was reacbed in 1929, 
wben the ten companies investigated bad sales of over $357,000,000. These 
companies operating 22 department stores and 5 mail order warehouses, 
accounted for more tban 90 per cent of the department store business. Tbe three· 
largest, the T. Eaton Company, Ltd., tbe Robert Simpson Company, Ltd., and: 
the Hudson's Bay Company, Ltd., together accounted for slightly more than 
80 per cent of the total, while, with sales of approximately $225,000,000 in 1929, 
the T. Eaton Company, Ltd., alone transacted 58 per cent of all department. 
store business or over 7 per cent of tbe entire retail trade of the Dominion. 

From the 1929 peak, business fell off steadily, and in the year 1933 the salel> 
of the tcn largest stores bad dropped to $224,1iOO,000. It is significant that the 
most severe decline occurred in tbe largest company, the T. Eaton Company, 
whose business fell by 42 per cent from its 1929 volume, compared witb an 
average decrease in tbe otber nine companies of only 30 per cent. (1) 

This loss of volume, coming as it did at the end of a period of unwarranted 
expansion, found the largest stores with an unprecedented expense burden whicb 
threatened their very existence. The top-heavy development of the larger units 
created an expense structure so inflexible that a serious drop in volume threat
ened financial disaster. Indeed tbe principal reason for the maintenance of the 
dominating position of tbese companies during the depression lies not in the 
limited economies which were possible, although these were drastically insti
tuted, but in their ability to increase their trading margin in the face of falling 
prices, decreasing public purchasing power, and the most intense competition 
between tbe department stores themselves. 

3. MASS MERCHANDISING AND MASS PROD"CCTION. 

In considering the development of department stores in relation to tbe other 
retailing agencies, their sales cannot be compared directly witb those of any 
one kind of business because department stores compete with virtually all other 
retailers. By estimating the total sales of all stores by commodities it is pos
sible to arrive at the approximate proportion of the total sales for certain lines 
represented by department store sales. The results of the Census of Merchand
ising for Canada show that department stores had, in 1930, roughly, 60 per cent 
of the trade in home furnishings (bedding, mattresses, kitchen utensils, etc.), 
52 per cent of dry goods and notion"" 42 per cent of women's clothing, 46 per 
cent of furniture, 32 per cent of shoes, and 27 per cent of men's clothing. 

That the trade in tbese lines forms more than half of the total business of 
the large· stores reveals anotber significant aspect of department store opera
tion. Tbe production of many of these commodities-particularly men's factory 
clothing, women's factory clothing, and leather boots and shoes-has tended to 
remain in the hands of a large number of relatively small manufacturers. Almost 
half the production in the women's factory clothing industry was by firms with 
an output of less than $200,000, while establishments of this size in all industries 
produced only 21 per cent. Firms with production of less than $500,000 ac
counted for more than 60 per cent of the total output for men's clothing and 
boots and shoes, and more than 76 per cent for women's clothing, compared 
with an average for all industries of only 34·0 per cent. Mass merchandising, 
therefore, far from applying only to mass-production goods, applies chiefly tD 
goods which continue to be produced in relatively small plants. 

(1) See ADnu VI, Char,ta VI and VII. 
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4. POSSmILITIES OF FUTURE EXPANSION. 

The concentration of business in the hands of a few companies is far greater 
in Canada than in any other country for. which information is available. In 
the United States in 1929 there were 17 companies operating 2,400 department 
stores with sales of $1,500,000,000. The sales of these 17 organizations, however, 
represented only 34 per cent of the total department store business in the United 
States, whereas the three largest companies in Canada handle 80 per cent. The 
largest single department store and mail order organization in the United States, 
Sears, Roebuck and Company, had less than 1 per cent of the total retail 
business in that country, while in Canada the T. Eaton Company had more than 
7 per cent. It is interesting to note that the largest retail organization in Canada 
is in the department store and mail-order field, while in the United States, the 
largest organization is in the grocery and meat chain field. But even this com
pany, the Great Atlantic and Pacific Tea Company, with sales of approximately 
$1,000,000,000 in 1929, did not occupy as dominant a position in the United 
States as did the T. Eaton Company, Limited, in Canada. 

At this point, it seems pertinent to inquire whether or not, with an improve
ment in business conditions, department stores may be expected to undergo 
another period of expansion such as occurred in the 1920's. In our opinion, 
this seems extremely unlikely. The results of the past four years and the 
evidence we have taken suggest that the trend to be anticipated is toward 
lessened department store dominance in the retail field. That certain efficient 
units operating to-day will increase the volume of their business, there seems 
little doubt but the uneconomic expansion on the part of the largest companies, 
with multiple, parallel, and mutually-competing types of outlets, has resulted 
in a structure and organization of business which cannot operate with maximum 
efficiencv. 

The development of new competition from the different types of chains 
and the modernization of the methods of independent retailers should exert a 
restraining influence on future department store expansion. These factors 
seriously threaten the price advantage upon which the department store has 
come to rely and, while it is difficult to forecast accurately the effect on the 
prices of suppliers of the enforcement of labour and minimum wage legislation, 
the return of better business conditions should undoubtedly strengthen the 
bargaining position of the supplier to the detriment of the profit margin of the 
department store. 

A further important consideration is the increase in the fixed operating 
expenses of department stores arising from the expansion of these organizations 
in the 1920's. While internal reo~ganization and the closing of uneconomic 
units may lighten to some extent the heavy burden of expense, it appears abund
antly clear that the advantages over competitors, enjoyed by these stores in the 
earlier stages of their development, by reason of the efficiency of their operation 
and their tremendous purchasing power, are now to a large extent offset by 
higher costs resulting directly from over-expansion. 

5. DEPARTMENT STORE ORGANIZATION AND OPERATION. 

a. Department Manager. 
The modern dep"rtment store may be described a1! a number of individual 

businesses uperating under the same roof, owned, taxed, and financed by the 
central organization, but with each department actually operating under the 
exclusive direction and control of an otlidal, commonly known as the depart
ment manager or buyer. This individual trader is usually well-paid and receives 
a bonus when his department makes large profits. In order to retain ·his 
position, however, the buy.". must secure a net profit that is satisfactory to 
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the management, and while his responsibilities are heavy, he is given a wide 
amount of personal discretion in the operation of his department. 

In spite of the independence allqwed the buyer in his dealings with suppliers 
and the public, he is under a very close daily supervision in the matter of his 
results. He is judged primarily on his volume, maintained mark-up, and net 
profits, and is subject to a highly developed system of budgetary control. 

All phases of the operation of the department are carefully budgeted in 
advance of each season. The budget is prepared in the first place by the d1!part
ment manager and shows the estimated sales, expenses, profits and that most 
important index, the ratio of gross margin or mark-up. The gross margin is 
the difference between the laid-down cost of the merchandise and the realized 
selling price and is nearly always referred to as a percentage of the sales total. 
The measure of the adequacy of the budget is the operating result of the 
previous year, so that year after year the department is expected to show im
provement, either in volume or in mark-up, or both. In a period of bad busi
ness, the management may not expect the maintenance of the previous year's 
volume, but the department manager is always under strong pressure, for his 
own protection, to render a budget that will be reas(mably satisfactory to the 
management. The results of the business are watched day by day and week by 
week, and the department manager is quickly checked if the performance of 
the department is not equal to the budget. 

Behind the merchandising departments, stands a large service organiza
tion, itself divided into a number of separate departments. The service depart
ments provide delivery, telephone, aooounting, cleaning, and a host of other 
services in the store. The costs of such services are divided among the mer
chandising units in a variety of ways. 

There are thus two classes of expenses which the department manager has 
to meet; first, those over which he has direct control such as wages of his 
sales staff and advertising; and, second, the expenses which are charged to him 
hy the head ollice and which cover administration, occupancy, interest on stock, 
rental on equipment and other charges. It is the usual practice to charge each 
department not only with the out-of~pocket expenses of the organization, but 
also with certain other charges, such as interest on the merchandise, excessive 
rent for the space occupied, etc. This is known as "loading" and often results 
in a department, which appears merely to break even, realizing a fair profit for 
the organization. 

In other words, the departmental expense charges, which affect the net 
result on which the manager is judged, contain disguised provisions for profit, 
through the billing by the central organization of services at more than their 
actual cost. The "loading" of the departments' expense is practised by prac
tically all department stores and is designed to place the department manager 
on approximately the same basis as the independent merchant. The tend
ency in recent years has been steadily to increase the amount of such" loading" 
and this has made it necessary for the manager to find more gross profit in 
order to break even. The system of "loading" is not, however, confined to 
expenses and within the last few years the policy has been initiated of .. loading" 
the cost of merchandise. In other words, the department is charged more for 
the goods than they cost the store and this tends to cut down the percentage 
of maintained gross margin appearing in the departmental operating accounts. 
The effect upon the department manager of increased merchandise cost .. load
ing," particularly during a period of falling prices and distressed business condi
tion~, cannot he under...,stimated. It has also an inevitable effect upon the 
supplier, because the buyer must purchase his merchandise at prices that will 
enable him to get his budgeted mark-up, over and above the cost of the mer
chandise plus all "loading II charges. 
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While the " loading" of merchandise costs is not practiced by all depart
ment stores reviewed by us, we feel that it has a considerable effect upon the 
buying tactics of those large organizations which do practice it. The inability, 
too, of the department manager to determine the extent of such "loading" 
seems to create an unnecessarily severe type of oppressive driving. 

The evidence before us suggests that from 1930 to 1933 the position of the 
department manager has been a very difficult one, with volume rapidly de
creasing, and" loading" charges increasing. This has necessitated a constant 
effort on his part to meet budgeted figures. This loss of volume induces terrific 
pressure within the organization. The department manager, to protect his 
own position, must seek to neutralize that loss and secure a greater margin of 
profit by searching for distress merchandise and making deals with idle plant 
manufacturers for the purchase of large quantities of goods frequently below 
factory cost. Such policies often result in the department store losing relatively 
less of its business than its smaller competitors. 

b. Operating Results. 
The common criterion of the efficiency of department store operations is 

the percentage of the gross margin to sales. In non-technical terms this is the 
difference hetween the purchase price of incoming merchandise and the actual 
amount realized when the same merchandise is sold. While the gross margin 
is commonly used in comparisons, it is not an entirely satisfactory yardstick, 
since conditions under which stores operate vary greatly. Because the gross . 
margin is expressed as a percentage, the actual spread in dollars and cents 
depends on the base to which it is applied, and in making comparisons from 
year to year, when there are shifts in the level of commodity prices, the gross 
margin percentage, without taking these shifts into consideration, is an incom
plete and misleading index. In spite of its inadequacies, however, this index 
must be employed in lieu of more satisfactory data, but the limitations of the 
method should be kept in mind. 

Some comparison ill the relative efficiency of department stores and specialty 
stores can be gained by comparing their operating results. 

(1) Compamon with Specialty Stores. 
In the majority of independent retail stores there has been, in the past, a 

strong tendency for margins to remain relatively constant oyer a fairly long 
period of time. This is due to the general conservatism of most proprietors 
and to the maintenance of what is considered the customary mark-up for each 
kind of business. These conclusions are borne out by the results of the census 
of retail trade taken in 1924 and the more complete survey made in 1931. 
Between 1923 and 1930, in four different merchandise groups selected, the varia
tion in the operating ratios for all specialty stores in Canada was less than 1 
per cent. 

A careful examination of the auditors' statements for department stores 
re\'Csls that, on the ayerage, the gross margins in the shoe, clothing and 
furnishings, and furniture departments, approach closely the average gross 
margin for the whole store. As these lines form a very considerable part of 
the total business of department stores, there are good reasons for believing 
that the relationship between the respectiye margins has held true for the period 
from 1925 to 1930. 

A comparison of the gross margin percentage of sales, in 1923, of four 
selected specialty store groups with those of department stores in 1925 (the 
figures for 1923 are not ayailable) gives the following results:-

87131-lf 
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KIND OF BUSINESB-GROSS MARGIN PER CENT OF SALES, 1923 
Men's and boys' clothing and furnishing Btores...................... 32-98% 
Women's ready-to-wear 8tores and ladiee' tailoring................ 28'49 
Shoe storee ....................................................... 27·73 
Furniture stores ................................................. 30·74 

Department stores (1~25) ........................................ 25·4 

It will he noticed that the ratio for department stores in 1925 was below 
specialty stores in 1923. 

It is impossible to make a similar comparison for gross margins in later 
years as figures for specialty stores in tbese fields are not available after 1923. 
Such a comparison can, however, be made on the basis of operating expense 
ratios. If retail stores are operating at a profit the gross margin exceeds the 
operating expenses by the extent of the net profit. In the year 1930, however, 
there was very little profit for retailers as a whole. Therefore operating expense 
ratios for that year would be a valid basis of comparison, not merely between 
department and specialty stores, but with the gross margin ratio of 1923. 

The figures for 1930 on this basis give the following resulte:-
KIND OF BUSINESS-OPERATING EXPENSES PER CENT OF SALES, 1930 

lIen's and boys' clothing and furnishing storee..................... 32'85% 
Women's ready-to-wear stores am ladies' teilorimg.................. 28·78 
Shoe sto.... ...................................................... 28·05 
Furniture stores ................................................. 31-06 

Department stores ................... _........................... 25·8 

It will be seen from the above that the respective ratios for department 
and specialty stores are practically the same as in 1923-1925. It will be seen, 
also, that on the basis of these figures, the department store in 1930, retaining 
a smaller percentage of the consumer's dollar, would be able, generally to 
undersell the independent retailer in these lines, even had the former not been 
able to buy more cheaply than the latter. 

Since 1930, however, as we shall see later, the operating ratios of depart
ment stores have advanced sharplY, until operating expenses reached 29·1 per 
cent of sales in 1932. It is believed, however, for reasons set forth previously, 
'hat specialty stores have tended to maintain their customary margins. If this 
De true, the relative advantage in operating ratios possessed in earlier years 
by the department stores has largely disappeared and the difference, in this 
respect between the two types of stores is now less than at any previous period. 

Department stores have built up in the minds of their patrons a deserved 
reputation for service. It is probably true, however, that the strongest incentive 
for the consumer to patronize the department store is the belief that prices are 
lower, or better values obtainable. The figures above indicate the changing 
situation in respect to this matter, but there is little doubt that the buying 
public is still convinced that exceptional values are more often found in the 
large stores. The advertising policies of such stores are generally designed to 
strengthen or maintain this belief. 

Even if these lower prices do exist, there remains the question of how they 
are obtained. This matter is discussed in some detail in a subsequent section 
of this chapter. Meanwhile we need only state here that it is clear, from the 
data that are available for independent specialty stores, that the purchasing 
power of a single department store greatly exceeds that of the large majority 
of independent stores handling the same line of merchandise. This relatively 
greater purchasing power has enabled department stores to take a commanding 
position in many markets. There can be no doubt, therefore, that the depart
ment store has been able in its purchasing to secure better terms, equal or 
superior goods, and better service, than most independent merchants. Just 
how great an advantage is enjoyed by the large organizations cannot be clearly 
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determined from the evidence available, and to what extent this advantage 
arises from economies realized by the seller or through the exercise of superior 
bargaining power is likewise in doubt. But, in addition to the advantages which 
the department store has possessed as a mass buyer, there appear to have been, 
in the early stages, at least, certain advantages due to the economies of large
scale operation. 

(2) Increasing Margins and Cost 0/ Operation. 
Any consideration of the relative efficiency of department stores must 

include a survey of the trends of their experience, as disclosed in the available 
statistics. The record of department stores in the United States and in Canada 
for such a period as we have been able to survey clearly indicates that this 
relative efficiency is lost as competition between department stores and other 
types of distribution develops. The guiding principle of department store opera
tion is, as we have shown, the maintenance and advancement of certain operating 
ratios, particularly the gross margin. In a time of rising prices, such as the period 
1914-1920, the maintenance of a gross profit percentage applied to an increasing 
base, rendered operations highly profitable. A reduction in this ratio might then 
reasonably be expected, because the cost of distribution does not increase by 
reason only of an increase in commodity prices. Department store poliry, 
however, regards any such reduction as distinctly retrogressive and constant 
effort is made to maintain past standards of performance, as measured by the 
conventional ratios. The experience of department stores in the United States 
during the period 1914-1920 illustrates this. 

While net profits were probably increased in this period owing to larger 
dollar volume of sales, the failure to secure any reduction in operating expense 
ratios meant that the per-unit cost of handling goods increased. because the 
same ratio of expense was being applied to much higher dollar values. 

The fall in prices that began in the latter part of 1920 forced an advance 
in gross margin percentages to avoid losses and, of course, was accompanied 
by increased ratios of operating expenses as the value of goods declined. From 
about 1923 to 1929, prices remained fairly constant at the new level. 

During this period we find the gross margins of department stores in the 
United States consistently advancing, although not so rapidly as the operating 
expense ratios. Again we find that the larger volume of business at stable prices 
which came to department stores during this period did not result in any 
reduction in the costs of distribution but, in fact, was handled at continually 
advancing rosts .. The following table adapted from several American sources 
illustrates the movements of this period: 

OPERATING RATIOS OF DEPARTMENT STORES IN THE UNITED STATES 

19'0 ....................................................... . 
1923 ....................................................... . 
1926 ................... , ................................... . 
1929 ........•.......................•..•................... . 
1933 ....................................................... . 

GroM 
MArgin. 

Peroentage 
of sales 

28.4 
32.0 
33.2 
33 .• 
36.0 

Operating 
Expenses, 

Percentage 
of sales 

26.2 
28.4 
30.1 
32.3 
38.1 

J"dex of 
Sales 

(J920~100) 

100 
104 
113 
118 
71 

The available figures for department stores in Canada cover only II part 
of the period embraced in the above table, but they illustrate even more strikinl!ly 
the tendencies all'eady described. The gross margin of the stores investigated 

07131-14. 
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rose from 25·4 per cent in 1925 to 27·3 per cent in 1929, and the sales advanced 
from 248 millions to 357 millions. Operating expenses in the same period 
advanced from 22·1 per cent to 24· 0 per cent of sales. 

OPERATING RATIOS OF DEPARTMENT STORES IN CANADA 

11125 •................. _, ........•..•....•.... 
1026 ........................................ . 
1020 ........................... : ............ . 
1033 ........................................ . 

Gross 
Margin 

Percentage 
of sales 

25 .• 
26.0 
27.3 
28.7 

Operating 
Expenses 

Percentnge 
of sales 

22.1 
22.3 
24.0 
28.0 

Index of 
Retail 
prices 

(1926=100) 

00.3 
100.0 
00.0 
78.5 

Index of 
anles 

(1920=100) 

111 
120 
160 
101 

The increased volume of trade secured by department stores was handled 
with an increase of approximately 2 per cent in the expense ratio up to 1929. 
The decline in business since 1930, accompanied by a rapid fall in prices, quickly 
resulted in the loss of sales volume for department stores. The resistance to such 
a loss was immediate and,. although profits could not be maintained, the depart
ment managers attempted to offset the declines, to some extent at least, by 
increasing the percentage of gross margin. Thus we find the percentage advanced 
from 27·3 in 1929 to 28·7 in 1933. But the cumulative effects of the expansion 
and service innovations of the period of prosperity caused an unavoidable rise 
in the ratio of operating expenses. The figures in our table show a rise from 
24'0 per cent in 1929 to 28·0 per cent in 1933. The necessity of providing for 
this increased proportion of operating expenses acted as a further goad to the 
department manager to increase this maintained mark-up. But once this higher 
mark-up is attained, it becomes the standard for future operations, and when 
the low point in the decline has passed and prices and buying power start to 
increase, the higher percentage of gross margin becomes the accepted ratio and 
the next cycle begins. 

6. CONCLUSIONS. 

To sum up, therefore, we find that within the past ten years the department 
store has, through increases in its cost of operation, lost to a large extent the 
advantages which it previously enjoyed over its competitors by reason of its 
lower costs of distribution. That it still retains a considerable advantage by 
reason of its buying power and methods will be shown in a later section. 

The efficiency, however, of the large department store organization as an 
agent in the system of distribution has clearly been impaired by the unwarranted 
expansion of its structure and it is faced, at the present time, with the necessity 
of remedying serious defects in that structure, of which the more apparent are 
as follows: 

a. Over-development, for competitive reasons, of expensive customer
services and excessive advertising costs. 

b. Too many departments and merchandising units, too wide a range of 
merchandise; and, in one particular case, participation in too many 
fields of endeavour, to permit effective application of oentral manage
ment control. 

c. Low productivity of department stores in comparison with newer types 
of distributors, reBected in low volume of business per employee or per 
square foot of space. 

d. Over-development of mail order facilities in view of falling off in this 
type of business. 
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4. THE CHAIN STORE 

1. GROWTH AND DEVELOPMENT OF THE CORPORATE CHAIN. 

The modem corporate chain store originated some seventy-five year.s ago, 
in the establishment of a system of multiple outlets for the sale of tea m the 
United States of America. The ·advent of this type of merchandising in Canada 
is of more recent date. Indeed, the development had reached considerable pro
portions in Europe and the United States before chains appeared in Canada in 
the form of branch systems of the large United States variety and drug com
panies. 

Up to 1925 the chain-store movement in Canada grew at a fairly rapid pace, 
with examples of the corporate chain, the voluntary chain, and the manufacturer
controlled types. From 1925 to 1930, an enormous increase took place in the 
number of stores. Of the 8,534 chain units operating in 1930, with sales of 
$563,0,8,000, 4,601 or more than half, had been established within the previou& 
five years. Since 1930, however, growth has been arrested.!ll Among the different. 
chains, the food group registered by far the greatest expansion, units increasing: 
approximately 200 per cent from 1925 to 1930. As an example, one grocery 
chain, established only in 1921, operated three years later twenty-nine stores with· 
sales of $6,100,000. In 1933, the same company had 111 stores with sales of 
$14,800,000. Another food chain had, in 1924,. 354 stores with sales of 
$10,350,000, and in 1933, 505 stores with sales at $19,750,000. Similar rates of 
growth are to be found in other chain organizations of the corporate type. 

The Census of Merchandizing, 1930, classifies as a chain system four or more 
stores under the same ownership. No account has, therefore, been taken of two 
and three store organizations whioh in 1930 numbered some 4,600 units trans
acting a total business of $216,000,000. 

Food-chains comprise the largest single group in this type of merchandising. 
During the war years and post-war period, there were important changes in the 
mode uf life of many city dwellers; notably the tendency toward smaller living 
units with greater dependence upon processed foods and smaller purchases. In 
the period from 1923 to 1929, the quantity of production in the fruit and vege
table preparations industries more than doubled. The opportunities, therefore, 
for distributing packages and staple articles through a great number of units 
under the same ownership were greatly extended. Another factor aiding such 
a development of all chains, was the growth of motor service and extension of 
good roads, which provided a flexible means of transport. 

In the beginning, the food chains tended to concentrate upon the sale of 
packaged goods with the minimum of services offered to the public. The" cash
and-carry" principle was first introduced on a wide scale in this period. Also 
great improvements were made in the organization of the selling units so that 
the shopper who wished to make purchases with the minimum of delay and 
greatest ease in selection might find the chain stores greatly to his advantage. 

2. VOLUNTARY CHAINS. 

Independent retailers and wholesalers have often attempted to improve 
their competitive position by forming groups for co-operative buying. Even as 
early as 1905 druggists in the city of Toronto formed a company" to help the 
independent druggist meet competition that was then developing." This develop
ment of voluntary associations or chains has followed two broad lines. On the 
one hand there are what might be termed "retailer-wholesaler" organizations con
sisting of groups of independent merchants, not affiliated with any separate whole
sale company. The prime purpose of such organizations is to combine the 
purchasing capacity of their individual members, but their activities may extend 
to other service functions, suoh as advertising, display, etc., until all the normali 

(1) See Annez VI, Tabl .. 125, 126, 127. 
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operations of the wholesaler are performed by the organization for the henefit 
of its members. 

The other common type of voluntary chain may be called the "whole911ler
"ctailer " type, which consists of a group of independent merchants affiliated with 
n single wholesaler for buying, advertising and other merchandising purposes. 
In this case, the initiative is supplied largely by the wholesaler, whereas in. the 
former type, it must come entirely from the retailers themselves. 

The development of voluntary chain groups has continued throughout the 
depression. A survey of all such food chains in Canada shows increases in 
the number of chains from 23 in 1930 with 4,545 stores, to 27 in 1933 with 6,17" 
stores, and in the same period an increase in their total purchases of over 16 
per cent. The figures clearly indicate that under the pressure of department 
store and corporate chain competition, an increasing number of independent 
merchants are identifying themselves with co-operative associaticn of one kind 
or another. 

3. MANU.'ACTURER-CONTROLLED CHAINS. 

Another form of chain store distribution is represented by the retail store 
operated by a manufacturer. Although the volume of business done by such 
chains is still relatively small, there has been some increase in recent years. In 
1930, 447 stores of this type were operated, with a total sales volume of 
$37,000,000, or a little more than one per cent of the total trade of the country. 

4. THE CHAIN STORE AND THE INDEPENDE"T. 

It might be thought that the extremely rapid growth of chain stores would 
lead to the elimination of the independent retailer. We have already pointed 
out that, irrespective of the presence of chain or department stores, the mortality 
among retail establishments is very high and that only a small proportion sur
vives under the. same ownership for more than a few years. Nevertheless, it is 
pertinent to consider whether there is a possibility of the chain stores developing 
to such an extent that the independents will be practically driven out of the 
fields. in which the chain stores operate. 

In this connection, if the cities in Canada with population of 30,000 or over 
lire grouped according to the proportion of chain store sales to total sales in the 
grocery and combination store field, some interesting results are obtained. The 
percentage of chain-store sales ranges from 54·2 for the combined figures for 
Windsor, Toronto and Verdun to 16·8 for Saint John, Halifax, Quebec, Victoria 
and Three Rivers.! When the number of independent retailers is compared 
with the population, it is found that, for the group in which the proportion of 
chain-store sales is highest, the number of persons per independent store is 484 
and for the group in which the proportion is lowest, the number of persons is 
265. These figures indicate that there are relatively more independent stores 
in those places where the proportion of chain-store business is lowest, As the 
figures are for one year only, it is not possible to decide conclusively, however, 
whether the difference between cities is due to the presence of chain stores or 
to other faotors. It should also be noted that, even in those cities where the 
llroportion of chain-store sales is highest, there is still one independent store to 
. every 484 persons or, roughly, one to every 138 households. In the cities with 
the lowest proportion of chain-store sales, there is one store to every 265 persons 
or, roughly, one store to every 76 households. A more detailed analysis for 

,cities nnd towns in Ontario shows that the average size of independent stores is 
;biggest where the proportion of chain-store business is smallest. 

This evidence does undoubtedly show that the growth of the chain has had 
'considerable effect on the fortunes of independents. It is far from showing, 
however, that independents are in danger of being eliminated. 

~ See Anne. VI, Table 128. 
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Though chain-store development has been almost startling during recent 
years, the experience of other countries suggests that the rate of growth from 
1925-30 cannot be maintained or renewed, even after the depression. In other 
words, the chain-store development is slowing up. The chart below illustrates 
this:-

CHART V 
Sales of Food Chain Store Companie-s. 

(Note.-The businf'SS years of Stop and Shop Limited and 
Carroll's Limited are not uniform throughout.) 

(Semi-logarithmic scale) 
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Various reasons may be ascribed for this. It may be the failure of business 

management to keep pace with the growth of the business, the development of 
rigidity within the organization as it expands, lack of suitable opportunities 
for expansion, or the increasing strength of competition from other chains or 
independents. In connection with this latter factor it must be remembered 
that, although many independent retailers have been forced out of existence 
in the last ten years, those that have survived have adopted some of the best 
features of chain-stores, modern, up-to-date, attractive ana efficient methods 
of merchandising, and have therefore strengthened their competitive position. 
Furthermore by the development of voluntary and co-operative chains, the 
buying economies of the corporate chain are to some extent neutralized and the 
advantages of individual ownership and direction maintained. Statistics seem 
to show also that the relatively high earnings of the chains in the period of 
expansion tend to drop after this peak period of expansion is over.' 

All these points bear on the extremely important question of whether the 
chain stores are likely to develop to such an extent as to secure 8 dangerously 
dominating position in the field of retail merchandising, to the detriment and 
possibly the virtual extinction of the independent merchant. Such a develop-

(1) See Annex VI, Table 129. 
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ment would, of course, undoubtedly warrant some form of government inter
vention. We feel however that if the moderately efficient independent store is 
not subjected to unfair or unethical methods of competition it need have no fear 
of survival even in this chain-store age. 

Some confirmation of this belief may be found in the index of sales of 
19 chains and 1,219 independent grocery and combination stores, in Ontario, 
from 1930-1933. 

Taking 100 as. the index in 1930, the figures are 88 follows:-
Chains Independents 

1930 .....••.•••••.••••..•.•..••..•••.......•.... 100·0 100·0 
1931 ..•.•.•....•••.•.•••.•....•.•.••..••........ 95·7 84·0 
1932 ....................•.........••..••........ 83·3 72·7 
1933 ............................................ 77·3 69·3 

It appears from the above table that the decline in the sales of independent 
stores was greater than the decline in the sales of chain-store companies. The 
difference, however, is much larger in the year 1931 than in succeeding years. 
This suggests that independent stores are regaining a good deal of the com
petitive position that they lost in the first years of the depression. 

In short, the conclusion may be advanced that, in the long run, and on a 
fair competitive basis, the relative position of the corporate chains and that 
of the independent stores will be determined by their respective efficiency in 
distribution and service. 

5. ADVANTAGES A..'1n DISADVANTAGES OF CHAIN STORES. 

We received much evidence on the economic significance of corporate chain
store development. The chains were attacked as destructive and uneconomic; 
88 reacting injuriously on producers without compensating advantages for the 
consumer; as disruptive of old and well established competitive practices, replac
ing them with new methods unfair and unethical; as sacrificing every con
sideration, including the welfare of their own employees, to that of price, and 
therefore as encouraging the worst form of competitive warfare. 

On the other hand we also received evidence to the effect that the chain 
store had set a new and better standard of retail merchandising; had developed 
to its highest point the quick, efficiep.t distribution of fresh and attractively 
put up goods, and, above all, had reduced the price of goods to the consumer 
without excessive profits to themselves. 

It is difficult to balance accurately the advantages and disadvantages of any 
economic development One question, however, is of primary, thQugh not 
of exclusive importance. Does the consumer receive greater value in deal
ing through chain stores? The chain store representatives have assured us 
that he does, basing their case for the most part, on comparative prices. This. 
however, is not necessarily a conclusive argument. . 

Even if we could prove that the consumer saved 9 cents out of every dollar 
in dealing through the large department or chain stores, that would not tell 
the whole story. There are considerations other than price, such as quality 
and service, which enter into value received. 

So far as chain stores are ·concerned, they frankly and openly emphasize 
their price appeal to the consuming public. In evidence which we received frem 
representatives of the chain stores the point was often made that the chains 
had, by eliminating the middleman and lowering excessive wholesale costs, 
narrowed the gap between producer and consumer. At the same time evidence 
was given to show that, even if the wholesale spread has lessened in recent years, 
this might have been due to a variety of factors that had no relation to the 
obain store system of merchandising. Further, as has been pointed out, the 
function of the wholesaler is not eliminated by his disappearance. Direct selling 
by manufacturer to retailer, merely means that the services formerly performed 
by the wholesaler are transferred. Those services still have to enter into cost. 
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As nearly as can be determined from the results of the Census of 1924, the 
average spread on goods distributed through the wholesaler-retailer system in 
the grocery field was approximately 30 per cent of sales when the margins for 
both wholesale merchant and retail merchant are considered. This represents 
the average for the Dominion, _.though there would be considerable variations 
from thiB figure in different localities. The margin on Bales, as reported by the 
auditors for the larger grocery chains, was 18· 2 per cent for the same year, 1924. 

In 1930, the margin for the wholesaler-retailer system calculated from the 
operating expense figures secured from the Census of Merchandising was approx
imately 26·0 per cent while the combined figure for the chain stores investigated 
was 19·1 per rent. That is to say, in the year 1924 by this calculation, the chain 
stores, on the average, took out of the consumer's dollar 11·8 cents less than did 
the wholesale and retail grocer together, and in 1930 their margin was, roughly, 
7·0 cents less. Since 1930, margins for chain grocery stores have advanced and, 
if independent merchants have not enlarged their margins to the same extent, the 
difference between the two systems will have become much smaller. 

The comparisons that are made in the preceding paragraph are based upon 
the premise that chain store and wholesale grocers secure goods on the same 
terms. It seems clear from the evidence that on many purchases the larger chain 
stores secure more favourable terms than wholesale merchants. To the degree 
that chains secure goods at lower prices, the final selling price to the consumer 
will be still lower in comparison with independent stores. This difference, of 
course, will be in addition to that caused by the lower margins of chain stores. 

An effort was made to estimate relative prices by applying prices from lead
ing chains and a large number of independent retailers for thirty-two repre
sentative foods to an average Canadian food budget. The following table shows 
the cost of this budget reckoned from chain prices as percentages of the cost 
reokoned from independent retail prices. 

RATIO OF CHAIN STORE PRICES TO INDEPENDENT RETAILERS' 
PRICES FOR A SEI,ECTED FOOD BUDGET 

January. 1930, ............... 90'8 July. 1930 .................. 88-0 
January, 1931. .• -., ........... 86·4 July, 1931. •••.•..••.•.•.... 81·5 
January. 1932 ................ !Wi.} July, 1932 .................. 89·7 
JaDtlary. 1933 ................ 92·1 July, 1933 .................. 93·7 
January, 1934 ................ 95·5 July, 1934 .................. 94·4 

The fall in chain store prires between January, 1930, and July, 1931, appears 
to have been more rapid tban in the prices of independent retailers. (The index 
number of retail prices in this period dropped from lO6·5 to 74,7.) Although 
prices kept falling for some time after July, 1931, the gap between the two 
budgets narrowed steadily until January, 1934, when their values differed by 
only 4,5 per cent. The independent merchant in this period seems to have 
brought his prices more closely into line with his chain competitor, while 
prices generally were still falling (until March, 1933) and possibly did not follow 
the subsequent tise quite so promptly. 

In this connection our investigators made a comparison of the price on a 
single day in May. 1934, of 25 articles in 10 independent stores (the average 
price was taken) with that of the same articles in a chain store. Of the chain 
store purchases. sixteen of the articles were regularly priced; 9 specially priced. 
The results showed that the 25 articles were 8·5 per cent cheaper in the chain 
store; the 16 regularly priced articles were 3·0 per cent cheaper in the chain 
store. 

The above evidence supports the view that the chain stores sell for a some
what lower price. It also shows, however, that this price gap between chains and 
independents is becoming narrower. 

Various reasons may be given for this improving price position of the inde
pendents. Probably the most important is their improved and more efficient 
method of operation. To some extent this may be due to chain competition, 
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but whatever the cause, it is serving to neutralize one of the earlier advantages 
of the new type of merchandisers. As the independents are improving their 
methods, the chains are discovering certain weaknesses not so noticeable in the 
earlier period of prosperous development. Such things as the difficulty of main
taining efficient management, with a high degrWl of mobility in personnel and a 
lack of continuity in store administration, the growing burden of centralized 
control and supervision as the organization expands, and the growth of corporate 
impersonality are becoming increasingly important as chains continue to develop. 

Even if we grant that the chain store still possesses a price advantage, 
though a lessening one, it must be remembered that the independent merchant 
offers considerably more service than the chain which operates on a low cost, 
minimum service basis. He often extends credit, delivery, telephone and other 
merchandising services which have not been characteristic of the multiple store 
organization. Such services must, of course, be paid for, and may well account 
for a great part of the difference between chain-store and independent prices. 

Certain other factors have a bearing on this question of prices. There are 
advantages claimed for the chain, the very nature of which indicates that there 
are services to the community that they do not perform and that the independent 
stores therefore must perform. Chain stores, for instance, restrict their activities, 
on the whole, to the more populous centres and therefore are able to show a 
relatively large volume of sales per store, the foundation of successful operation. 
The independents are left to supply the less populous and therefore less profit
able areas. Further, the chains owe their low prices to a great extent to the 
fact that they specialize in handling swiftly moving staples or branded goods 
and leave independents to stock the slower moving and hence less profitable 
lines. 

6. STRUCTURE AND OPERATION. 

Both department and chain stores depend for their success on large volume 
and rapid turnover. They differ fundamentally, however, in structure and 
organization. Whereas the department store centralizes both its buying and its 
selling, the chain store is highly centralized in its buying but highly decentralized 
in its selling. 

The ability of cbains to open and close individual units gives the whole 
selling structure a flexibility that is sadly lacking in the department store. 
Almost entirely by reason of this flexibility the chain stores were on the whole 
able to escape the disastrous losses of department stores during the depression. 

This difference in organization results in differences of operation. The 
department store combines many kinds of store under one roof, puts each under 
the direction of a department manager and, by budgetary and other controls, 
brings pressure on him to buy and sell profitably within the limits of a relatively 
inflexible set of centrally-determined expenses. The department manager then 
passes on this pressure, not so much by trying to cut store wages and similar 
costs as by trying to buy goods from suppliers at a price low enough to permit 
both a substantial mark-up ratio and an attractiye price to the consumer. The 
pressure is transmitted through the manager to the manufacturer and indirectly 
to the employees of the manufacturer. 

The chain store establishes under one central control many· similar stores 
in different localities, for which the central organization does the planning, pur
chasing, warehousing, and delivery. Any mass-buying pressure is exercised by 
this central organization which, because of centralized buying, can offer an outlet 
for such larae quantities of goods that it is often in a position to demand not 
only a full share of the economies that may be properly given to large purchases, 
but also other concessions. 

Unlike the department manager, the chain store local manager has neither 
connection with nor responsibility for purchasing. Nor has be much discretion 
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in the ch?ice of g,?ods to be handled, the cost at which they are charged to him, 
or the prIce at whICh they are sold. In all respects but one, he is less a manager 
than a chief clerk. The only thing left for him to "manage" is the cost of store 
operation. The chief item in this that is not already fixed by the central 
organization is labour costs. The pressure on each chain store manager to 
produce profits, therefore, is transmitted through him to the store employees 
not as in department stores to the suppliers and their employees. Every dolla; 
saved in store wages improves or maintains the profit record of the manager 
and the store. When managers are either allowed a fixed amount for store 
operating costs, or paid a proportion of the store's profits, any economy effected 
may directly increase the managers' own earnings. In short, department and 
<chain store operations are similar in so far as the central policy is designed to 
-concentrate various kinds of pressure on individual department or store managers. 
They differ in that pressure for profits in the department' store is passed on 
direct to suppliers; in the chain store, it is passed on direct to employees and 
cu~:tomers. . 

The particular practices by which this pressure is transmitted beyond the 
organization itself, depends partly on the character of the individual, partly on 
the relativc bargaining power of those with whom he has to deal. The central 
organizations are therefore in a position formally to disclaim knowledge of or 
direct responsibility for some of these practices, which are not part of the store 
policy but are the" unanticipated" result of the pressure that this policy brings 
to bear on subordinate officials. 

TlIis question is discussed in somewhat more detail in a later section of this 
chapter. Meanwhile, we desire here to refer briefly to the development in 
Canada of another type of distribution, namely, consumers' co-operative societies. 

5. THE CONSUMERS' CO-OPERATIVE MOVEMENT 

Any inquiry into the system of distribution of natural products and manu
factured commodities would be incomplete without consideration of the part 
played by this movement. Evidence taken by us shows that while some 60 
co-operative organizations are afliliated with the Co-operative Union of Canada, 
the movement itself has not gained a wide-spread acceptance in this country, 
if comparison is made with its development in England, where it has grown 
to be the largest and most comprehensive business enterprise in the United 
Kingdom. The British movement, which began at Rochdale, England, in 
1844, with a membership composed of 28 working weavers and an initial 
<capital of $140, has grown into an immense organization, comprising retail and 
wholesale branches, owning its own factories for the production of many goods, 
and importing in tremendous quantities foodstuffs and raw material from over
seas. The strength of the movement in England is shown by the fact that their 
business did not decrease during the period of depression. In 1929, they increased 
the number of employees on their payrolls by 9,666, in 1930, by 8,755, in 1931, 
by 5,546, and in 1932, by 2,828. 

The general principles of operation are well-known; one vote to one mem
ber, which must be exercised in person; the charging of current competitive 
prices; the payment of a fixed and reasonable rate of interest on the share 
capital; and the division of the net surplus among the members in proportion 
to their purchases from the society. Whereas voluntary chains are co-operative 
enterprises to promote the interests of independent merchants, the consumers' 
co-operative movement is a group of individuals organized for their mutual 
benefit as consumers. 

Consumers' co-operatives in Canada have, in general, followed the above 
prineiples. Their growth, although fairly steady, has been slow and somewhat 
disappointing to (lleir sponsors. The reasons for this are, perhaps, to be found 
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in the pioneer nature of the country, the difficulty of competing successfully 
with large retail organizations already in the field, the. mobility elf population, 
and the constant change of an expanding economic organization. Small savings 
in purchasing are likely to be overlooked when large, although speculative, gains 
may be anticipated from expanding business. However, increasing economic 
stabilization in Canada, and the passage from a frontier and largely rural 
country to one more industrialized and urbanized, offers some possibility of 
acceleration in the growth of the movement in this country. 

It is our opinion that further development of consumers' co-operatives in 
Canada would be of general benefit, introducing a restraining influence on the 
practices of other merchandising organizations and assisting in consumer educa
tion, which, we feel, is most necessary. The informed consumer is in himself 
the most valuable and elIective check on excessive prices and poor quality. We 
agree, however, with the. Co-operative Union of Canada, that the fundamental 
principle of the co-operative movement is self-help and mutual-help and that, 
a natural, if tardy, growth, is to be preferred to a~tificial stimulation. 

A review of the legislation in Canada with reference to co-operatives shows 
that while provision is made in British Columbia, Alberta, Saskatchewan, Mani
toba, Ontario, and Quebec, for their incorporation and regulation, there is no 
uniformity and much room for improvement from the point of view of the 
co-operatives themselves. In the Maritime Provinces no general legislation for 
consumer co-operatives exists. Further, there is no federal act providing f9r 
their incorporation or regulation. 

During the past 30 years several efforts have been made to obtain Federal 
Co-operative legislation. A Co-operative Bill passed the House of Commons in 
1907 without opposition, but was defeated in the Senate by a majority of one 
vote. Several -bills have been introduced since that time, but did not make 
progress. 

We recommend, therefore, that consideration be given by the Federal Gov
ernment to the possibility of legislation for the incorporation and regulation of 
consumers' co-operatives, enabling them to do business under the same conditions 
as any federally incorporated company. It is further recommended that it be 
provided by law that the word "co-operative" shall not be used in any trade 
mark, or as part of any trade name, except by a co-operative society duly incor
porated under federal or provincial law. While the co-operative movement in 
its operations asks no special privileges, it has a right to demand fair and equit
able treatment from government and private enterprises. In particular it should 
not be victimized in the early stages of its development by unfair competitive 
practices or price discrimination on the part of manufacturers and wholesalers. 
We recommend, therefore, that whatever measures are taken to protect businesses 
generally against these evils should offer equal protection to the co-operative 
movement. 

6. LARGE-SCALE ORGANIZATION AND MASS BUYING 

1. CAUSES AND EFFECTS OF MASS BUYING. 

In previous sections of this chapter we have discussed the pressure exerted 
on the chain and department store to maintain their price appeal in the face 
of mounting expenses by purchasing at the lowest possible cost. This of course, 
is B policy which is not peculiar to mass merchandisers, but is B recognized 
practice in any line of business activity. 

Whereas, however, the small retail merchant, or even the small department 
store, has not the purchasing power to dominate the smaller manufacturers, the 
mass buyers have, in some cases, accumulated that power. 

In using the words "mass buyer," we should point out that we do not refer 
to all chains or department stores, though, no doubt, they all are striving to 
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develop to an extent where they would be included in this favoured class. Only 
the larger ooains and the two or three largest department stores are "mass 
buyers" in the sense that we use the words in this Report. 

It has long been realized that one of the main elements in the competitive 
strength of large-scale distributors lies in their ability to buy cheaper than the 
small-scale retailer. The centralization of buying for many units in a few hands, 
such as is characteristic of chain stores, or the large-scale buying of department 
stores, where one department has a volume of business equal to a great many 
single stores, has greatly altered the nature of the competitive market that pre
vailed before the period of the rapid growth of large-scale organizations. The 
buying practices of such organizations are no longer a matter of their own 
private concern or even a matter between themselves and their suppliers. The 
practices that they follow and the terms that they exact from manufacturers 
affect not only the manufacturers with whom they deal, but also other manu
facturers, other distributors, both wholesale and retail, wage-earners, and con
sumers. 

So important are the orders of department and chain stores to some manu
facturers that, labour conditions and wage rates may become dependent upon 
the manner in which large-scale buyers do their purchasing. Likewise, the shift 
of orders by a mass buyer from one province to another, from one city to another, 
or from a domestic to a foreign factory, may jeopardize the livelihood of thous
ands of workers or seriously affect their standard of living. The exercise of this 
power is of such great social concern that an examination of its effects is amply 
justified. 

The competitive advantage that the mass buyers enjoy over independent 
merchants is no less important than the influence they exert on the labour and 
wage conditions of their suppliers. 

It has already been shown that department stores secure a large part of 
their goods from industries in which the small factory is still the characteristic 
unit of production. To a considerable extent these manufacturers have suffered, 
not only from severe competition within their industries, but also from the 
eentralized buying pressure of the large distributors. If in a period of general 
prosperity suppliers are able to secure reasonable prices from mass buyers, the 
unbalanced character of the marketing structure would occasion no evident or 
llerious defect. If, however, the mass buyers should find themselves under the 
necessity of exacting the most favourable terms for themselves, the unequal 
bargaining position of buyer and seller results in the manufacturer's being 
forced to the limit to meet the buyer's demands. That some mass buyers have 
been under such necessity in recent years is clear from the preceding sections of 
this chapter. 

The operating expenses of department stores, and to a less extent, chain 
stores, depend very largely on the size of the physical plant which has been 
built up and the type of the commodities sold. While employment and other 
costs bear "orne relationship to the volume of trade, the management, when 
business falls off, cannot reduce expenses to the same extent as sales decline. 
Some reductions can be made in the size of staff and amount of payroll, but 
these rannot be pushed too far without running the risk of losing public 
patronage. Other items, such as rent, taxes, insurance, etc., can scarcely bp 
affected within a brief period. This is true also of bond or mortgage interest, 
if such obligations must be met by the company. In the fare of falling sales 
volume and fairly rigid expenses, the mass merchandiser, as we have seen, gener
ally makes a determined effort to increase the gross margin on sales in order 
to coyer costs on a smaller volume of business. The first step to increase th" 
margin is to widen the initial spread between selling price and buying price
in other words, the initial "mark-up." As prices generally are falling, this can 
only be achieved by reducing cost prices to a greater e>.-tent than selling prices. 
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During a period of trade contraction the income of consumers is seriously 
curtailed, and if the department or chain store is to hold its position against 
competitors, it must stress price appeal. The simultaneous operation of these 
two policies---one to secure a wider spread and the other to maintain or increase 
public patronage by the appeal of lower prices-results inevitably in a determined 
effort to force down manufacturers' prices to the utmost extent. 

2. How THE SYSTEM OPERATES. 

It will be useful to see how the system operates in the ease of department 
stores. Budgetary control of the operations of departments, forces each depart
ment manager to do his utmost to achieve the pre-determined goals that have 
been set up for his department. While the manager is given considerable free
dom in the methods he may use to secure the desired result, conditions during 
the depression have forced him to exert the greatest pressure on his suppliers 
in order that his initial mark-up may be high enough to cover the various mark
downs and losses which assume increasing proportions during a period of falling 
prices. While the final maintained mark-up may not be advanced very much, it 
is the proposed initial mark-up which determines the terms that the mass buyer 
will offer to the manufacturer. 

There is a wide variation between the initial mark-up and the maintained 
or finally realized margin, and the initial spread varies considerably on different 
articles within the same department. It must be remembered that the depart
ment manager, who determines the initial selling price, is also the buyer, and it 
follows that when the bargain is being driven, he is conscious of the initial price 
at which the goods will be offered for sale. In fixing this initial price the buyer 
must weigh current competitive prices for the a~icle and the possibility of doing 
a volume business at a bargain price. No less important, however, in a period 
of contracting business is tbe necessity of realizing the greatest possible spread 
within the limits of a bargain retail price and the lowest point at which the 
manufacturer ·may be driven to supply the merchandise. 

Generally speaking, the initial spread on staple lines is lower than on 
distinctive or novelty goods, but as sale of the former is more assured, there 
is less loss from mark-downs and stock-clearances. But it is the novelty and 
style merchandise which offers the greatest possibilities for rapid turnover and 
quick profit and on such lines tbe initial mark-up is high and the pressure on 
the supplier at its maximum. 

Our investigators, in picking out certain purchases for detailed analysis, 
selected merchandise prominently advertised in the daily newspapers. It is 
significant that the majority of the items so selected were non-staple goods, 
bearing a considerably higher spread than either the average for the more staple 
lines or the maintained margin for the whole department. 

It seems clear, therefore, that if the price at which an article is offered to 
the puhlic represents exceptional. value, and at the same time provides an 
unusually high mark-up to the department, the amount received by the supplier 
must usually be insufficient to cover all his costs and permit him a rair margin 
of profit. The evidence shows that the widely advertised merchandise often 
reprosents exceptional values. Some proportion of such bargains is represented 
by clearances of manufacturers' stocks or merchandise marked down by the 
store to dear its own shelves, but in nearly every dcpartment an importnnt 
volume of merchandise is regularly purchased at special prices and sold to the 
public at prices below the current competitive level. 

In normal times manufacturers recognize the need of the buyer to make a 
showin~ in special sales and feel that they can supply a reasonable quantity 
of goods on a non-profitable basis in view of the value of the store's patrona'!e. 
But when volume falls and the pressure on the department mana~er becomes 
extreme, he seeks to place as much of his business as possible on this special 
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footing. He looks to it not only to increase the price appeal of his department, 
and consequently his relative competitive position, but also, through the higher 
profit margin it carries, to offset the losses consequent upon decreased sales 
and inventory losses. 

A large number of examples of price spreads in different departments were 
submitted to us by our investigators and the variation in initial mark-up referred 
to above is illustrated by the following brief extr.acts from these tables: 

Description 

Men's pyjama.s .............................. . 
Men's negligee shirts ...... , ................. . 
Cam bray shirts ............................ . 
Boy's suits ................................. . 
Boy's britches .............................. . 
Women's coats ....•.............••••..••••.•• 
Women's dresses ............................ . 
Shoulder of pork .........................•.. 
Beef hearts ............ , .................... . 
Men's top coats ............................ .. 
Blue waist overalls ......................... . 
Solid walnut end-tables ..................... . 
Mercurochrome ...•.......................... 
Lysnl ...........•........................... 

oIoLoss. 

Total 
Laid down 

Cost 

I 

1.59 
0.45 
0.69 
3.60 
0.81 
7.03 
7.95 
0.11 
0.04 

13.60 
1.19 
1.03 
0.10! 
0.22 

Initial 
Selljng 
Pr,ce 

I 

2.98 
0.75 
0.95 
9.95 
·1.15 
10.74 
29.50 
0.10 
0.03 

25.00 
1.49 
0.95 
0.25 
0.27 

Initial Mark-up 

Per cent 
Amount to Cost 

of Sales 

I 

1.39 87.42 
0.30 66.61 
0.26 37.68 
6.35 176.39 
0.34 41.97 
3.66 51.69 

21.55 271.07 
0.01· 9.09· 
0.04 100.00 

11.40 83.8 
0.30 25.2 
0.08· 7.S· 
0.14! 138.1 
0.05 22.0 

These considerations also apply to some extent to chain stores, although 
here the local manager is not directly concerned, as he has no control over 
merchandising policies. 

3. CONCLUSIONS. 

The mass buyer has been accused before us of deceitful, fraudulent, and 
sometimes criminal practices in his buying. As no definite proof of such under
hand methods has been submitted, it is hardly fair to refer to them specifically, 
although it is admitted that satisfactory evidence as to their practice is almost 
impossible to secure. We are impressed, however, with the strain under which 
the individual buyer may find himself and the pressure that the modern large
scale merchandising system engenders. Undoubtedly, individual buyers have, 
in certain cases, violated all the rules of fair play, though there is no suggestion 
that such unethical conduct has any part in the declared policy of mass buyers. 
They must, however, accept some responsibility for the development of a 
system which at times provides the motive and opportunity for malpractice 
and under which the manufacturer, usually at a bargaining disadvantage, may 
be ruthlessly exploited through the failure of one individual to maintain his 
standards of business morality. 

It may be maintained that the acceptance of a contract by a manufacturer 
on the mass buyer's terms is sufficient evidence that it is profitable. Such 
a view may be sound in respect to dealings between many competing small 
sellers and small buyers. It may even be true when the mass seller mects the 
mass buyer. It is doubtful whether it is necessarily true of a bargain between 
one of many competing small sellers and one of the few mass buyers, especially 
in a period of shrinking markets. True, it may have been in the interests of 
the partiCUlar seller to take the contract rather than let it go to someone else, 
particularly if the manufacturer is hard pressed for working capital. On the 
other hand, it might have been in the interest of the whole group of sellers to 
agree that no one of them would supply the goods on the terms demanded. 
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In summary, the complaints against the mass buyers can be classified 
under two heads:-

a. That they have depressed the prices of manufactured goods, and of 
agricultural produce (such as milk, vegetables, turkeys, etc.). That 
they are responsible, through depressing prices, for the sweat-shop 
conditions existing in certain industries. 

b. That they are driving the independent retailers to the wall and that 
these independents should be protected for the following reasons:
(1) They constitute a valuable social group which communities cannot 

afford to have wiped out. . 
(2) They can defend themselves from "fair" but not from "unfair" 

competition. 
(3) Their elimination will result in growth of monopoly in the retail 

field. 
Having stated and discussed the complaints, it is only fair also to consider 

the following persuasive argument often advanced in defence of mass buying. 
During a business depression, when world prices are falling and all incomes 

are being reduced directly or indirectly by the fall of export prices, it is argued 
that a readjustment of the whole price structure becomes necessary. Retail 
prices normally are less flexible than wholesale prices and slower in responding 
to changed conditions. The adherents of this view hold, therefore, that it is 
desirable to have in the economy a group of mass buyers who can act as agents 
to force prices down; that lower pric.es tend to increase sales, production, and 
employment, and to increase the real income of consumers by bringing many 
commodities within the range of prices that they can afford to pay. Some 
employment at low wages, it is claimed, is better than none; production at low 
profits or even slight losses is better than idle plants. 

It is conceded that some readjustment is necessary. But if the readjust
ment must take the form of lowering, through mass-buying pressure, the prices 
of manufactured goods and of primary products to that point which permits the 
payment of very low wages, or the earning of very low farm incomes, then 
some agency must be designed to bring correlative pressure elsewhere. Freight 
rates, rents, taxes, insurance, bond interest, monopoly prices, debts and all 
other inflexible rates, prices, and incomes must be drastically reduced. All 
prices, all incomes and all values must be deflated equally. In view of Canada's 
economic structure, we do not regard this policy as either practicable or desir
able, especially at this late date in the depression, and we, therefore. cannot 
regard this defence of mass buying as convincing. 

It still seems to us that, quite apart from "unfair trade practices" discussed 
later, this theoretical defense of mass buying overlooks the fact that the mass 
buyer brings his pressure on a group of workers, primary producers, and small 
manufacturers who are peculiarly defenseless. Any necessary social readjust
ment should not be concentrated primarily on such vulnerable groups. The 
mass buyers, moreover, d" not pass on to the consumer all the price ooncessions 
they can exact. Their attempt to cover increased fixed charges and to maintain 
or increase percentage mark-ups shows that any such social benefit which might 
follow their operations would be only a small and incidental result of their 
attempt to protect their own favoured position. 

7. MASS BUYING AND PRICE CONCESSIONS 

One result of mass buying is price discrimination where manufacturers quote 
different prices to different classes of customers. This appears to have its 
origin in the distinction that was formerly made by manufacturers between 
wholesalers and retailers. It was generally felt that, as the wholesaler pur-
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chased in much larger quantities than the average retailer, and as he also per
formed many functions not customarily performed by the retailer, he was 
entitled to certain price concessions. So long as the traditional wholesaler
retailer system of distribution remained undistu~bed, little criticism was 
occasioned by the policy of such discrinrlnation between buyers, although per
haps there may have been cases when large and well-established independent 
retailers believed they were entitled to price advantages which they did not 
receive. But the development of large-scale retail organizations in recent 
years and the disintegration of the jobbing trade in many lines have tended to 
make the matter of price discrimination more a question of volume of purchases 
than of trade status, of bargaining power rather than of poss;ble savings in 
manufacturers' selling costs· 

A report made by our investigatOrs, covering 48 manuf·acturers supplying 
chain stores, showed that in practically every case the chain stores had a con-· 
siderable pl1l'Chasing advantage over independents through quantity and trade 
discounts, free goods, advertising allowances, etc. In spite of this, most of the 
manufacturers stated that their prices were uniform to all buyers. Apparently 
they interpreted this to mean prices before allowances or discounts which makes 
their statement hoth nrlsleading and meaningless. The manufacturers, we 
were told, were very reluctant to give information about special allowances and 
occasionally refused outright. This reluctance is understandable in view of 
the fact that allowances, for no very O'bvious reasons, varied even within the 
privileged circle of mass buyers. 

As there are many ways in which price concessions may he given, a better 
picture will be gained by considering some of the moce common types. 

1. TBADE DISCOUNTS. 

These are a survival of the trade status mentioned above and were rormerly 
the concessions allowed to jobbers ISS distinct from retailers. A few examples 
oan still be found where manufacturers maintain this distinction and treat chain 
and department stores in the same manner 6S independent retailel'!l. In the 
majority of cases, however, chain and department stores secure the same dis
counts as jobbers, while independent stores, if they are permitted to buy 
directly, must pay the full list price. 

The trade discount, however, is sometimes used as a means of discrimination 
between different classes of buyel'!l in order to give advantages to some forms of 
distribution and to discourage others. There is no doubt about the uniiairness of 
this type of discrimination. As pointed out in chapter iv, we found in our investi
gation of the distribution of rubber foot-wear that, while discounts for depart
ment stores were based largely on the quantity of purchases, the co-operative 
buying groups of independent retailers were not eligible for the larger discounts 
no matter how large their volume of purchases. The representa>tive of the 
Rubber Footwear Manufacturers' Association admitted that the classifications 
used in the scale of discounts were not based solely on volume of buying and that, 
even if co-operative buying groups undertook the entire wholesale function, they 
were not given terms equal to other buyers of 18 similar volume, since the manu
factur~rs wished to discourage distribution of this kind. Discrimination of this 
kind is clearly disadvantageous to the independent retailer organized in a co
operative chain and we unreservedly condemn it. 

2. CASH DISCOUNTS. 

These, as their name implies, are concessions offered for cash Or prompt 
payments. J.ittle need be said of them because they are customarily offered to 
all buyers alike. However, if an independent retailer is not permitted to huy 
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direct, he is, of course, unable to take advantage of the IIlianufacturer's cash 
discount. On the other hand, he could probably secure equal, or more favour
able, terms for cash payment from his jobber. 

3. QUANTITY DISCOUNTS. 

Under this general heading are grouped the various kinds of price concessions 
which' are allowed for volume purchases. The nature and description of these 
concessions vary greatly between different manufacturers and in different indus
tries. The most equitable forms are those which are open to all buyers upon sub
stantially the same terms. There seems little doubt that for many manufacturers 
large single sales offer real savings in s~lling or handling costs and are, therefore, 
extremely advantageous if they can be secured without too grewl; sacrifice. The 
question naturally arises; are the economies involved in such selling the only 
basis on which differential discounts are given or is the scale of discounts 8 

reflection of the manuf,acturer's desire to retain the custom of large buyers whose 
patronage he believes will not be held unless preferential treatment is accorded 
them? As has already been stated with reference to trade discounts, discrimi
nation in price can only be justified if it represents lower costs in distribution, 
but if such discrimination is due only to the superior bargaining power of large 
buyers, it may be condemned as not socially advantageous and, more narrowly, 
as a form of unfair competition. But just what constitutes unfair price dis
crimination cannot be determined by any set scale of measurements. For some 
commodities and to some manufacturers a differential of 5 per cent would repre
sent the maximum economies involved in large orders; in other fields a difference 
of 15 per cent between large and small orders might be justified. Much less 
defensible, on economic grounds, are discounts that vary with different purchases 
of the same quantity, or that are based on purchases spread over a period such 
as ,a year or on an increase in volume of purchases in a period, say, from 4,000 
cases to 5,000 cases. In the same class for which little economic justification 
can be given, are discounts based on the volume of purchases from 8 group of 
f,actories. For example, it was stated, with respect to the quantity 'discounts 
allowed for purchases of tennis and rubber footwear from members of the Rubber 
Footwear Manufacturers' Association, that the buying might be from one manu
~acturer or from all of them. It is difficult to see just what the savings would 
be if an order for, say, $80,000 were spread over eight companies. In view of 
the confusion which results when discounts and rebates are given for other 
reaSons than those of economy in selling, there is a need for a careful survey 
of the practices now being followed and where obvious injustices are found 
for their regulation and, if necessary, prohibition by the Federnl Trade and In
dustry Commission, which we later recommend. 

4. FREE DEALS AND PREMIUMS. 

A free deal or premium deal may be defined as an offer, or a giving of some
thing for nothing, contingent upon the purchase of goods or services at a price. 
When the" gift" is represented by an additional quantity of the goods purchased, 
such as giving a .. baker's dozen," it is a free deal: when, however, dissimilar 
articles, or tokens for fractional values of a range of premiums, are" given away," 
it is a premium deal. The variety of forms in which deals may he given or the 
motives which lead manufacturers to offer them need not detain us. It seems 
obvious that in the long run the purchasers as a whole pay the cost of such deals. 
The principal effect seems to be, therefore, to introduce confusion, to render 
uncertain the true cost of the merchandise, and, where the same terms are not 
available to all buyers, to permit secret discrimination. The standard argu
ment for free deals and premiums is that they stimulate huying, but from the 
point of view of the purchaser, it is hard to find any justificatory benefits. 
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5. ADvERTISING ALLOWANCES. 

The origin of advertising allowances seems to have been in the desire of 
manufacturers to secure promotion of their products at the point of sale and 
their willingness to make contributions toward the expenses that dealers might 
incur in advertising their products. In recent years, the term "advertising 
allowances" has been used to cover a wide variety of possible services. In fact 
it has often been a disguise for discounts or rebates in price. When the big 
retailer has special facilities for advertising a manufacturer's goods by including 
special reference in his newspaper advertising, by window display, or by 
demonstration on the fioor, the retailer has an obvious right to sell these services 
to the manufacturer. But much of the evidence on advertising allowances that 
has been collected by our investigators, shows that the payments made or dis
counts allowed are related vaguely, if at all, to the performance of any definite 
services on the part of the retailer. In fact, advertising allowances were found' 
to be based directly on volume of purchases. It is also clear that chain stores 
have received the largest share of such advertising allowances. 

An American student of the problem has suggested that, in view of current 
confusion created by the use of advertising allowances, each trade should con
sider their regulation under the following conditions;-

a. That the term advertising allowance is, in the opinion of the trade, used 
inaccurately and unethically when it is applied to any part of a price 
offer or used otherwise than to denote a payment for the purchase of 
specific promotion services. 

b. That advertising allowances are, in the opinion of the trade, unethical 
except when given as payments for specific promotion performances 
which are possible, practicable, and capable of being audited. 

c. That advertising allowances shall be arranged for in agreements entirely 
separate and distinct from sales agreements. 

d. That advertising allowance agreements shall definitely specify exactly 
how much shall be paid (in money or credit, goods or services) by the 
giver of the allowance, exactly what services shall be rendered by the 
recipient of the allowance, and the method of auditing performance 
which the allowance giver shall employ. 

The trade should oonsider the advisahility of condemning all adver
tising allowances which are secret on the ground that the terms of secret 
arrangements cannot be known and on the ground that the suspicion 
and mistrust engendered in the trade and the loss of time involved in 
transacting business in such a trade atmosphere offset such advantages 
as may be found in secret arrangements. (1) 

6. DEMONSTRATORS. 

Closely allied to the advertising allowance as it is used to-day is the provision 
by manufacturers of demonstrating sales clerks in the stores of retailers. This 
practice originated when expert salesmanship was required to introduce a new 
product to the public and manufacturers employed skilled retail demonstrators 
who went from one store to another, putting on special displays. To-day, how
ever, we find manufacturers paying the wages, directly and indirectly, of a por
tion of the regularly employed sales force of department stores. In some depart
ments virtually all the selling staff is on the payroll of one supplier or another. 

Demonstrating allowances are often no more than additional price con
cessions, imposed on the manufacturer against his will and returning to him no 
benefit through the more zealous promotion of the sale of his product. It has 
become tberefore an instrument of discrimination in the hands of the mass buyer 
and one method whereby the price policy of the manufacturer may be negatived. 

(1) L. S. l.yoD-" The _<8 of F1roo Deal." (The Brookings IlWtitut;on, Wa.shingtO<>, 
D.C., 1933). 
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7. CoNCLUSIONS. 

Having considered the more common forms of price discrimination by which 
mass buyers are able to obtain preferential treatment, it remains only to draw 
the obvious conclusion. There is little serious objection to discounts free deals 
and allowances when these are available to all on the 8ame te~s and ar~ 
related to any measurable service rendered, or economy effected. At 'the worst 
they simply complicate the problem of accounting and costing. But when such 
concessions are given not in return for any service, not openly, and not to all 
on the same terms, they involve gross discrimination and become a powerful 
weapon by which mass buyers compete unfairly with their small rivals and use 
their massed purchasing power to take undue advantage of their weak suppliers. 

Having discussed the principles and some of the results of mass buying 
generally, we now come to the more specific consideration of competitive prac
tices in retail trade as a whole. 

8. COMPETITIVE PRACTICES IN RETAIL TRADE 

The methods which competitive enterprises employ to extend their business 
or hold their position in the face of contracting markets are always of great 
concern to their rivals. Particularly is this true if some of the firms are relatively 
small, while others are operating on a large scale. But the mere fact that 
policies pursued by one organization are injurious to its competitors should not 
of itself condemn those policies. They must be judged by whether they contra
vene the generally conceived rules of ethical or fair dealing. 

Whether or not certain practices are unfair cannot be based solely on the 
opinions of a single trade or of those who believe themselves to be injured 
parties. The only basis upon which business practices can be clallSed as unfair 
is in relation to the public interest. If certain practices can be shown clearly 
to be against the public good, they should be eondemned as unfair even if they 
benefit certain' trade groups. On the other hand, practices which benefit the 
public, even though they work a hardship on some groups, cannot be classed 
as unfair merely to protect such minorities. It is clear, however, that those 
practices which lead to the destruction of more efficient retailers by less efficient, 
though stronger, groups are not ollly unfair to the persons injured but also work 
to the disadvantage of the public. 

1. Loss LEADERS. 

One of the most common practices of modem merchandising is the use of 
" leaders" or "loss leaders." These terms have, as yet, received no exact 
definition, but are understood broadly to mean merchandise featured or sold at 
prices easily distinguished as being less than c?stomary prices. Such p~ice 
reductions are made for the purpose of attractIng customers and promotIng 
sales, not so much of the featured articles as of other articles on which a higher 
profit is secured. .. . . 

While the term "loss leaders" may have had Its Incepbon m the use of 
;articles which were actually sold below cost, an actual loss is nowadays seldom 
-experienced on most leaders. The general 'practi~,e is to reduce materially ~he 
-customary margin on goods used as " lo.ss leaders. F~r a leader ~ be effec~lve 
it must have a wide appeal and be suffiCIently standardIzed to permit comparIson 
.of the cut price with that regularly charged. Goods in common use, such as 
sugar lind butter meet these requirements, but trade-marked or branded articles 
may be equally ~ffective as " leaders." . 

Special mention must be made of the dIsastrous effect of loss leaders on the 
primary producer. The use, for example, of butt<;r Ill! a loss l~ader was prov~d 
to be " vt'.ry widespread practice. Since a reduction In the PrIce of butter WIll 
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not perceptibly increase its consumption, this practice very definitely causes a 
loss to the dairy producer that far outweighs any possible gains to the consumer. 
This is equally true of other standard agricultural products. Their use as loss 
leaders estahlishes, as customary, a price that reacts to the detriment of the 
primary producer. 

Likewise, a manufacturer, who has built up a wide demand for his products, 
is injured when these are regularly sold at cut prices. Because the profit margin 
is thereby lost on such goods, competitors of the price-cutter lose interest in 
the goods and push more profitable lines. On the other hand, consumers who 
tend to connect price with quality are apt to suspect that the quality is 
deteriorating when well-known merchandise is offered at cut prices. Thus, 
although tbe manufacturer may feel an initial stimulus in demand because of 
the lower prices at which his products are being offered, this may soon be lost 
as public interest wanes. There is the further argument that when articles 
become regularly used as "leaders, pressure is exerted on the manufacturer to 
lower his prices so that a margin of profit may be secured by the distributor 
at the lower prices. Tbese arguments, however, are chiefly valid when cut prices 
are maintained for fairly long periods or where the policy is applied consistently 
to a few articles. If the leaders are offered only for a day or two, the injury 
to the manufacturer is not very great. 

The consumer who purchases goods at cut prices undoubtedly gains on those 
items. But leaders are offered primarily to draw the public and create the 
impression of similar value as applied to goods on which prices have not been 
cut. While the difficulties of jUdging quality and price are growing with the 
increasing use of branded and trade-marked articles, the average purchaser can 
pick out the "loss leaders" from the other goods offered; otherwise there would 
not be the same widespread use of this device. 

The competitors of the store using the "loss leader" are, however, the persons 
chiefly affected. That the deliberate use of cut prices to draw patronage away 
from competitors is an unfair trade practice, is quite clear. Such reductions are 
not prompted by any desire to serve the public by giving lower prices. One 
purpose is to attract customers to whom the store hopes to sell goods that are 
not toss leaders, at substantial profits. Another purpose is to create the illusion 
of lower prices on all articles. That this end is not always attained does not in 
any way lessen the unfairness of the practice. 

It may be argued that competitors can adopt the same tactics. Large 
organizations including chains and department stores do so compete. But inde
pendent retailers, unless they associate together, cannot pursue the same tactics 
for several good reasons. The volume of trade in the average independent store 
is not sufficient to permit the advertising of specials. On many articles the 
chain stores, through purchasing in large quantities, with special discounts added 
to regular quantity discounts and bonuses from the manufacturer in the form 
of advertising allowances, have a much wider spread than has the independent 
store. Thus, when the chain selIs below its usual mark-up, its selling price is 
often below the cost price of the independent. If the latter attempted to meet 
such cut prices, he would be selling his goods at an actual loss. 

As independent merchants, singly, cannot meet the leaders of chain stores, 
many have joined the voluntary associations already described. By acting 
together, such groups of merchants can and do follow practically the samc policy 
of using "loss leaders" as is pursued by the corporate chains. Those independent 
merchants who are not members of such associations are, therefore, subjected 
not only to the unfair competition of chain stores but also to that of voluntary 
chains. 

We condemn the practice of loss leaders as unfa.ir, promoting wasteful com
petition and seriously affecting the income of certain classes of primary pro
ducers, hut in seeking a solution for the problem through legislative remedies 
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we are confronted with certain difficulties. These difficulties are complicated 
by our recognition of the necessity and propriety in certain circumstances of 
price reductions. Such reductions for instance must be permitted when a retailer 
discontinues handling a particular line of merchandise, or when he clears slow
moving stock. There is also the necessity of cutting prices to clear out-of-style 
goods or surpluses of perishable commodities. These are legitimate reasons for 
reducing prices,. but they complicate tbe definition' of what constitutes a loss 
leader and make difficult its simple prohibition. 

2. DECEPTIVE PACKAGING. 

There are certain other forms of unfair competition where the unfairness 
includes an element of fraud, and reacts immediately on the consumer as well as 
the competitor. As consumer problems, they are dealt with,in chapter viii, but 
they should also be referred to here. We have received consIderable evidence of 
ingenious and extensive practices on the part of retailers to mislead the con
sumer into believing that he is securing a bargain, when often he receives no 
more or even less value for his money than he might have secured elsewhere. 
We do not suggest that such practices are to be attributed solely to the mass 
merchandiser. It is fair, however, to state that the growth of the department 
and chain store with their ever-recurring emphasis on price appeal, has helped 
to generalize those practices until they now have become a serious menace to 
fair and honest merchandising. 

The first practice to which we might refer is deceptive packaging. One of 
the most common variations of this practice is altering the size of a package or 
the quantity of goods it contains, without clearly informing the prospective 
purchaser that such a change has been made. There are, of course, many cases 
when specially-sized packages are used which involve no deception. For example, 
the 5-and-l0 cent stores early began ·to offer special 5 cent and 10 cent packages 
for many popularly-advertised articles. The public, however, was generally 
.quite well aware that the packages in such stores were not the customary size 
and would purchase accordingly. It is when the public is given no indication 
of alteration in the nature of the package that deception takes place. The shad
ingof an ounce or two from a package which generally contains 1 pound, or 
the reduction in the size of a can or other package which has become more or 
less standard, gives the manufacturer and retailer using such deceptive packages 
an unfair competitive advantage over those who provide the customary-sized 
packages. The practice, of course, is closely allied to misleading advertising 
and to the wide use of branded or packaged goods. The usual result of the alter
ation in the size of package by a manufacturer or distributor is that competitors 
have to follow the same practice. In time, a new standard package is generally 
evolved, but in the process those who fall in line last have been subjected to 
unfair competition and, until the nature of the deception is discovered by the 
public, many purchasers will be led into accepting articles which otherwise they 
would not have purchased. 

The remedy for deceptive packaging, as in the case of misleading advertis
ing, is the adoption in each trade of recognized standards for container~ as well 
as for the quality of goods. The large majority in every trade would welcome 
the adoption of satisfactory standards, and later in this report we submit recom
mendations to that end. 

3. SHORT WEIGmNG. 

One of the most unfair and flagrantly illegal forms of competition is that of 
short weighing. Consideration of this prMtice occupied much of our time and 
attention because of certain investigations made after allegations that it was 
widely indulged in by chain stor~s. 
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It was contended that short weighing in chain stores was not merely the 
malpractice of dishonest traders, but was due to a merchandising system which, 
unless special precautions were taken, inevitably lead to the defrauding of the 
public. It has long been recognized in the grocery field that in weighing out 
bulk commo<Hties exact net weights will not be given in every case but that 
over a large number of packages the shortages and overages will balance each 
other. If, therefore, it is found in any store that the number of packages under
weight far exceeds those exact or overweight, there is a presumption that the 
shortages are a matter of policy rather than of chance. 

The evidence whi~h has been gathered on the matter of short weights suggests 
that chain stores tend to have a higher proportion of short-weighted articles 
than independent stores for two reasons: 

a. In chain stores a greater part of the bulk commodities are pre-packaged 
-i.e., put up in packages prior to the sale. There are a number of commodi
ties which tend to lose weight because of shrinkage or drying out. This process 
of shrinking is greatly hastened when the goods are packaged in small parcels. 
Unless an allowance is made for this shrinkage when the goods are packaged, 
a great many of the parcels will have lost weight prior to sale. 

b. It is the policy of some chain store companies to bill their individual 
units for the full quantity of goods shipped. Where no allowance, or inadequate 
allowances are made for loss in handling, shrinkage, waste, or other unavoid
able losses, the managers, being responsible for all goods shipped, must either 
make up the losses out of their own 'Pockets or short-weight or overeharge to 
balance their accounts. 

In spite of the fact that the management of several chain store companies 
reported that shortages in stock were not charged to the store managers, there 
seems to be little doubt that, unless specific allowances are made for stock 
shortages, the store managers in some companies feel themselves under pressure 
to reduce these shortages by unethical practices. The evidence both of the 
extent of short weighing and of the re""tions of employees to the system is too 
well established to be disregarded. When it is found that those companies which 
have established methods to check the weights of their pre-packaged goods 
and provide for unavoidable ,losses have a smaller proportion of short-weight 
packages than those companies which make no Buch efforts, there are grounds 
for believing that the adoption of similar methods by all chains would have 
greatly reduced the extent of this evil. That this was not done, Bug-gests that 
these companies were either careless or criminal. That certain of them have 
changed their merchandising methods since our evidence on this subject is an 
indication that they have realized the unfortunate and reprehensible results of 
their previous policies. 

4. MISLEADING ADVERTISING. 

A final unfair competitive practice is that Qf misleading advertising, Where 
this involves misrepresentation it iB unlawful under the Criminal Code. No 
agency, however, has been given the duty of enforcement, which is therefore 
Bporadic and inadequate. The practice is defended by none, but wherever it 
develops, competitive emulation compels all to adopt an advertising polIcy 
which, if not technically misleading and illegal, is at least misleading in implica
tion and extravagant in the use of superlatives. The subject is mentioned here 
because the practice reacts on the _pol'cies and practices of the advertiser's 
competitors. Its more extended discussion, however, is reserved for chapter viii, 
where it is considered in relation to the consumers' interests, which are most 
directly and adversely affeoted. 



232 ROYAL COMMISSION ON PRICE SPREADS 

9. GENERAL CONCLUSIONS 

It is difficult to compress into a few words adequate conclusions about so 
intricate and complex a subject as the organization and methods of wholesale 
and retail trade. It is difficult, in any osse, to generalize, since different types 
of organiza1!ions operate on distinctly different bases and the conditions in each 
field of trade differ fundamentally from those in others. Nevertheless, it seems 
desirable to summarize certain conolusions at this point. 

Large-scale distribution in its earlier development did undoubtedly make a 
contribution to the economic progress of this country by helping to narrow the 
spread between producer and consumer, and by the introduction of new and 
efficient methods of merchandising. In recent years, however, as we have seen, 
steady and conservative growth was succeeded by a period of unwarranted 
expansion which nullified many 'of the benefits of the earlier developments and 
has resulted in charges that the mass merchandiser has become an obstacle to 
sound business progress. 

This recent expansion has concentrated retail business in fewer and fewer 
hands. Although Canada has approximately 125,000 retail outlets, three of 
these accounted for 10·5 per cent of total sales; one alone for more than 1 
per cent. In view of th:is, we think it is fair to say that these three stores 
occupy a dominating position in the retail field. 

We have already stated earlier in this chapter that in our opinion this 
concentration is not likely to continue at the rate of the last decade, or to 
eliminate entirely the independent retailer. There are, indeed, some indications 
that these huge merchandising structures find efficient management difficult 
beyond a certain point of maximum development and that this itself may act 
as a check on their growth. We would add, however, that monopoly or quasi
monopoly in the vitally important field of retail distribution, could not be 
regarded by any Government with equanimity. A sound regard for the national 
interest could not permit two or three concerns to dictate the method of retail 
distribution in the country as a whole. In such a situation the Government 
would have to intervene, either through the application of the Combines Investi
gation Act, or through the utilization of the taxing power of the State to 
discourage the growth of multiple merchandising operations. This latter pro
cedure might take the form of a graduated tax on all the units of a corporation, 
the tax increasing with the number of such units; or by assessing for income 
tax purposes, each merchandising unit of a single corporation. This latter 
procedure would have the effect of preventing the losses of certain branches 
being applied to the profits of others. In certain circumstances, this would 
not only increase the revenue which the State would derive, but would make 
competition between chain and department stores and independent merchants 
more equitable. 

The concentration in retail distribution already achieved has had certain 
undesirable effects. Socially, it has meant that in approximately one-third of 
the retail business of this country, the personal factor has largely disappeared 
with the inevitable weakening of the ideals of service to the community, so 
long and honourably associated with the local independent store. That such 
a development has occurred in other phases of economic life, makes it none the 
less to be regretted in the field of distribution. 

Economically, the unwarranted expansion in recent years in distributive, 
as in industrial organizations, has not contributed to the general welfare. As 
long as conditions were prosperous, the consequences of such expansion did 
not make themselves apparent, but since the advent of the depression, it has 
become clear that the existence of unwieldy merchandising concerns with an 
enormous burden of fixed chArges and rigid expenses, has resulted not so much 
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in lowering the cost of distribution as in a bitter fight to maintain the position 
achieved by various methods, among which might be mentioned the exercise 
of mass buying pressure to force down the cost of purchases. 

One result of this mass buying pressure and the unfair competitive practices 
we have already indicated, has been to demoralize business generally and to 
provide a means of exploiting the weaker manufacturer, the worker, and the 
primary producer. Certain of these practices, such as price discrimination, 
excessive discounts, secret and discriminatory rebates, unearned advertising 
allowances, discriminatory free deals, loss leaders as commonly used, are unfair 
in the economic sense. Others, such as deceptive packaging, misleading adver
tising, short weighting, are unfair in the ethical sense. All of them we unreserv
edly condemn. 

We believe that the abuses of large-scale distribution can be prevented 
without interfering with its legitimate development. At the same time, we feel 
that this development is not legitimate if it is made possible only by unfair 
competitive advantages at the expense of the smaller and less favoured distributor. 
We are not condemning mass merchandising as such. It has in the past played 
and in the future, if certain reforms are brought about, may continue to play 
an important part in our developing economy. We are condemning, however, 
certain practices which we have discovered in our inquiries into this form of 
distribution. The problem of controlling these practices and remedying these 
abuses is part of the larger problem of business regulation generally. This 
question is discussed in a later part of our report. We therefore defer our 
consideration of specific remedial measures in respect to distribution until we 
reach that point. 
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THE CONSUMER 

1. INTRODUCTION 

In the 18th century when onerous resl!rictions in the interests of producers 
hindered the consumer at every turn in his effort to buy what be wanted or 
needed, progressive thinkers fought valiantly for bis freedom to buy in the 
open market, where free competition in price and quality would ensure him 
the greatest return for his money. It was an age of small producers and small 
merchants, of few and simple products, and, in general, an age in which the 
consumer was well fitted to judge quality and value. 

The old order has changed, and it has changed too rapidly for the exponent 
of laissez-faire. The handicraft industry of the 18th century has given place 
to machine production, and the simple fabrication of natural products to the 
synthetic production of industrial chemistry. . 

The structure of industry and merchandising has also changed. The 
partnership or joint stock company has become as we have seen, the great 
corporation of to-day. The personal relationships which existed between manu
facturer and merchant and between merchant and consumer are disappearing. 
No longer are names and reputations 80 largely built up by years of service 
as they are by the insistent ballyhoo of nation-wide advertising. 

The 9IIlall retsiler still persists, but his shelves are stocked with the pre
packaged goods of the large corporation, and the small manufacturer is fre
quently working only on a custom basis for his jobber or for a department or 
chain store. . 

2. THE POSITION OF THE CONSUMER 

In the new alignment the consumer is at a disadvantage. It is true he 
has profited by economies in large-scale production, possibly from economies 
in large-scale merchandising and by the increased diversity in products pre
sented for his choice, but in this new world of industry and trade caveat emptor 
takes a new and pertinent meaning. The buyer may still beware, but he no 
longer knows of what he must beware. Not only must he take on faith the 
quality and efficacy of his purchases, but as an individual and unaided he is 
at the mercy of the manufacturer and merchant wbenever, by organization 
or agreement, they may ,,~sh to curb competition, which, according to the 
classical economists, was his chief protection. 

If this were the whole of the consumer's case it would be strong, but 
evidence we have taken has further disclosed in manufacturing and merchan
dising the prevalence of practices inimical to his interests. Such practices 
include: false and misleading advertising and marking; misleading statements 
as to quality of products, including designation of grades of goods likely to 
confuse or deceive rather than inform the consumer; uncertainty of specifica
tions and formulae of manufactured products; adulteration; substitution of 
cheaper or inferior goods; harmful or poisonous ingredients; exorbitant prices 
for essentially simple and inexpensive products, when sold under a brand or 
trade mark; short weight and unjust scales; and deceptive packages and con
tainers. 

Some of these practices are definitely illegal, others may be described a8 
".methical or unfair." Practices which would appear to be at least not 
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uncommon, tJle giving of short weight or the making of false statements, have 
ever been against the law. 

The multiplication of commodities offered for sale, due in part to the 
advance of science and technology, and in part to the constant desire of 
merchants and manufacturers to present something new to the public, has so 
increased the complexity of husiness that the retailer himself frequently bas 
no exact knowledge of what he is selling and the consumer is bewildered by the 
complexity and variety of goods. Commodities may be simple chemical 
products masquerading under trade names at exorbitant prices or they may 
contain harmful or injurious substances such as antimony in enamelware and 
lead weighting in silk. . 

With the multiplication of commodities has come also the multiplication 
of brands and trade names which often give no indication of the nature or 
quality of the product to which they are applied. Further, a trade name which 
has gained some public recognition may be continued in use when the product 
with which it is associated has been altered without notice. Manufacturers' 
and merchants' methods of marking and labelling are also confusing, and the 
private grades they use to designate different qualities of their products are 
frequently worse than useless. 

The evidence presented revealed a variety of practices calculated to 
defraud and to mislead. Unwilling to accept this as a picture of general condi
tions without further verification, we had a number of independent investiga
tions made. These were undertaken both by officials of the Weights and 
Measures Branch of the Department of Trade and Commerce and by the 
National Research Council. Their results confirmed the evidence we had received 
and indicated that certain forms of deceit in merchandising which had been 
brought to our attention were widespread. 

There would, therefore, seem to be a strong case for taking some action 
designed to protect the consumer against practices of this kind. 

3. CONSUMER PROTECTION 
1. INTRODUCTION 

The various probleIns of consumer protection can only be dealt with effec
tively by a combined elIort on three fronts, namely, consumers, trade associations, 
and government. Unless consumers are prepared to exert a reasonable dis
crimination in purchasing, nothing short of absolute paternalism can protect 
them. But they must be informed of the principles of merchandising and the 
standards of quality of goods they buy. We, therefore, regard consumer 
education as the most important and effective guarantee against illicit practices 
in trade. Few of the evils, disclosed in the evidence, by which merchants have 
been able to impose upon their customers could persist in the face of an active, 
intelligent and organized public opinion. The difficulty of consumer action is that 
it is not an organized or special interest and has no representation other than the 
state. It is, therefore, the function of government to pay special attention to 
the interests of the consumer. This does not preclude action by consumers 
themselves as individuals or groups. We would welcome organizations of 
consumers, either in co-operative purchasing organizations, or in organizations 
for the dissemination of consumer information, and we are of the opinion that 
every possible encouragement should be given by the government to the 
development of such organizations. These would offer valuable help to the 
government in the dissemination of information and in the policing of trade. 

Consideration should also be given to the possibility of using the radio and 
schools in the work of consumer education. A step forward might be made by 
the teaching in schools of the simpler chemistry of food products and cleansers, 
the nature of textiles, and other common products, and the principles and working 
of household machinery. 
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Measures for consumer protection, it must be borne in mind, are not for the 
benefit of the consumer alone, but constitute a safeguard also for the honest 
and reputable manufacturer and merchant. Price competition can only operate 
fairly and equitably between products of known worth. Much vicious price 
cutting would be checked if the purchaser were informed in clear terms of the 
exact nature of the commodity or service. Instances were brought before us 
wherein the cheapening or adulteration of a product by one manufacturer had, 
in turn, forced a competitor to lower the quality of his product. When a manu
facturer falsifies, adulterates, or degrades his product in such 8 way as to cause 
the purchaser to think he is getting something he is not, that manufacturer is 
imposing not only on the consumer, but is working harm to all other manu
facturers who have to meet his competition. Similarly, the merchant wh() 
advertises a bargain sale of substandard goods without making it evident to the 
purchaser that the goods are substandard is working an injury to his competitors 
as well as to the purchaser. 

Misleading advertising by one merchant works damage to the trade of all 
and provokes further falsification and misstatement. It is not necessary to 
labour this argument; it has been anticipated by trade associations in manu
facturing and merchandising, which for years have been striving to develop 
and enforce codes of fair practice and competition. Experience has shown that 
self-regulation of industry and trade is often inadequate and that sometimes it 
loses sight of consumer interest. Much, however, has been accomplished, and 
it is to far-sighted trade associations that the government must look for much 
assistance in the elimination of unfair practices and the development of consumer 
protection. 

2. RESULTS OF TEsTS MADE BY NATIONAL RESEAlICH COUNCIL 

The necessity for consumer protection was made apparent by the results of 
the investigation carried out by the National Research Council at our request. 
These resul ts should be briefly referred to. 

The situation in reg-ard to paint was revealed as being particularly bad. 
There would appear to be a quantity of inferior paint on the market, bearing the 
name of manufacturers who do not exist. Some samples of household paint were 
found to be exceptionally poor, liable to dusting off, and to rapid deterioration. 
The prices of these samples bore little or no relation to the quality of the paint. 
Instances were disclosed where paint was actually being adulterated with sub
stantial proportions of water and excessive amounts of filler. 

In the case of anti-freeze solutions, some were found likely to be injurious 
to health; others injurious to the engine. Many were greatly over-priced; 
calcium chloride solutions which cost a rew cents being sold at high prices under 
trade names. 

Cleaning fluids offered another example of a simple, inexpensive proouct 
sold at an exorbitant priile under trade names which did not reveal the contents. 
An analysis of samples of soap revealed great variation in quality, due to high 
moisture content and adulteration by inert fillers. 

Goods marked wool and cotton contained very little wool, while in goods 
marked silk and wool, the silk was entirely synthetic. 

It was shown that wool products generally gave no indioation as to whether 
they were made of virgin ~ol or shoddy. Samples of cotton goods purchased 
and checked by the Council also revealed an appreciable v·ariation in the width 
of the cloth from that stated, the presence of a considerable amount of non
fibrous material, and of filler in materials advertised as free from filler. Dis
crepancies were also revealed between the advertising and performance with 
regard to shrinkage. 

The inv~"tigation into silk goods indicated a condition far from satisfactory. 
Of twenty-four samples of silk purchased, sold with the indication that they 
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were pure silk, five contained no silk whatever; two only were pure unweighted 
silk, the remainer consisted of natural silk with varying proportions of inorganic 
weighting material. The amount of weighting in those so-called" pure silks" 
varied from 2·4 to 66·9 per cent. It is estimated that pure silk should not be 
weighted more than 25 per cent in order to secure the maximum service and 
lustre from the material. 

The gasoline on the market was revealed by the investigation to be fre
quently much poorer in its quality than indic&ted by its advertising. But with 
one exception, no properly defined grades for this product have been established. 

The practice of dyeing gasoline containing "ethyl fluid" has aSSQciated 
coloured fuel with the better grades, and some sellers of low-grade gasoline have 
introduced dyes in order to profit by this association. 

One gasoline which claimed to exceed all others in "knock-rating" was in 
reality of a comparatively low grade. Not only may the motorist pay too high 
a price for falsely advertised fuel, but he may actually damage his engine by its 
use. 

In respect to lubricating oils, the general ,lack of grading has permitted the 
growth of the sale of cheap partially refined oils, generally in unlabelled con
tainers, which give no hint of the source or manufacturer. In Canada there are 
no standards, as such, of quality of lubricating oil with respect to its refinement 
and serviceability in an engine. While reputable oil refiners do undoubtedly 
guard the quality of their product in the light of the technical knowledge avail
able, the practice of marketing unbranded oil has resulted in a growing sale of 
partially refined and inferior material oarrying definite hazards to engines. 

Tests of electric lamps on the market, the advertising of whioh appears to 
imply that they are guaranteed to burn for one thousand hours, revealed that of 
27 Canadian lamps on test, 24 had burned out at the end of 861 hours, the 
average life of these 24 being 662 ,hours. Of the same number of United States 
lamps subjected to these tests, 19 h'ad burned out in the same length of time, the 
average life of these 19 being 756 hours. 

Two products of importance in building and construction were noted. It was 
found that a large part of the putty on the market is made with a proportion of 
mineral oil which seriously affects its setting and causes rapid deterioration, re
sulting in a product 'not suitable for outside glazing. 

There are no nationally accepted standard grades of lumber in Canada. In 
some tests earried out by the Council it was found that in certain shingles 
"Grade 1 " in Ontario corresponded to "culls" in British Columbia. 

Finally, it was 'disclosed that although sterling silver is marked under the 
Precious Metals Marking Act, there is no standard marking for silver plate 
other than an indication of the base metal. The purchaser is not in a position 
to know the thickness or wearing quality of the silver coating. Samples pur
chased indicated that even the reputation of the seller is not a sufficient guar
antee of quality. A great variation in quality, bearing little relation to retail 
price, was revealed in the articles tested. 

3. METHODS OF CONSUMER PROTECTION 

The above results show the necessity of protecting the consumer from unfair 
merchandising practices. For this purpose no great changes in the existing 
legislation are necessary. ' Some forty federal acts and numerous acts of the 
provincial legislatures oontain provisions to protect the consumer. The legis
lative changes which we recommend in this chapter of our Report are little more 
than the further application of principles already laid down. 

As a specific question we discuss first that of consumer standards. This is 
followed by adulteration, marking and labelling, weights and measures, and 
false and misleading advertising. Under each of these sections certain remedial 
suggestions are made. 
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a. Cunsumer Standards 
The first essential of consumer protection is that the name of a product 

should have a definite and determinable meaning. Everyone will agree that the 
words " wool," U silk" 'and "silverware" should mean wool, silk and silverware, 
although it is evident that frequently they do not. These terms are fairly well 
defined in the mind of the purchaser. But there are many other products in 
general use, which are inadequately defined. Some examples taken from the 
evidence include gasoline, putty, jam, paint, and soap, products which can only 
be defined by technical chemists. 

Manufacturers and other large scale buyers have been aware for many years 
of the necessity of definition and standardization of producis and have developed 
systems of buying according to specification. In response to their needs, definite 
systems of grading have been developed. Similarly, most governments purchase 
according to specifications and this practice is being adopted by the Canadian 
government. The Purchasing Standards Committee, operating under the 
Research Council Act, has had the preparation of government purchasing 
standards in hand for some time, and a number of standards have already been 
tentatively adopted. 

Unfortunately, little has been done either to develop standards for the 
information and protection of the consumer or to make available to him the 
standards prepared for the producer and manufacturer. There are, of course, 
certain exceptions, such as foods and drugs (though here the intention is rather 
to prevent the sale of harmful or poisonous substances than to develop infor
mative standards), and the grading of canned fuods. It is ironical that the best 
systems of grading introduced by legislation have been intended mainly for the 
promotion of export trade and for the protection of the foreign rather than the 
domestic consumer. 

We, therefore, recommend the development of a system of consumer 
commodity stsndards by the creation of a Consumer Commodity Standards 
Board as a section of the Federal Trade and Industry Commission recommended 
later in this Report. The Chairman of this Board should be a member of the 
above Commission. There should also be represented on it, the Department of 
Trade and Commerce, the National Research Council and the other depart
ments of the government having to do with the administration of the existing 
acts relating to standards and <luality of commodities. In its work of estab
lishing consumer standards this board should meet with the representatives of 
the industries and trades and of the consumer. Such a board would be in a 
position to co-ordinate the technical work of the departments represented and to 
advise the competent authorities on all matters relating to standards. 

The work of the Commodity Standards Board would parallel that of the 
Purchasing Standards Committee recently set up to prepare specifications for 
government purchasing. This Committee consists of representatives of the 
National Research Council and of the government departments interested in 
purchasing. It has already issued a number of government purchasing stsndards 
for tentative use. It is anticipated that after a six months' trial period such 
standards will automatically come into force for all purchases of the commodities 
to which they apply. 

It is further recommended that the functions of the National Research 
Council, as provided for under the Research Council Act, be extended to include 
the preparation of standards and specifications and the analysis and testing of 
consumer products, as suggested in this report. 

The National Research Council, in its work of preparing government pur
chasing standards, has received the wholehearted co-operation of the manu
facturers of the products it has investigated. We are strongly of the opinion 
that such co-operation, and the mutual discussion of problems which it permits, 
is in the best interests of the consumer, as well as of the trade. 
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In the enforcement of such consumer standards as might be established, we 
recommend tbat .the Con<lumers Commodity Standards Board be instructed to 
examine and report on products in reta1l trade. Evidence of non-conformity to 
standards set up, of barmful and injurious substances, or of excessive or exorbit
ant price spreads should be made public, either by the National Research 
Council or by the Federa.! Trade and Industry Comm1ssion. In cases of viola
tions of the laws, assistance should be provided for prosecution by the competent 
authority under the relevant legislation. 

A warning should be taken from the situation in the United States where, 
because of the fact that the Bureau· of Standards is not permitted to publish 
names of products or of manufacturers, its whole service is of little use to the 
consumer. 

The Research Council should be authorized to analyse or test any product 
presented to it by any person and upon which adequate infonnation to answer 
the enquirer is not already available, and to report (1) on the ingredients in SO 
far as such information may be necessary to the proper use of the product; 
(2) as to any adulterants and harmful, injurious or deleterious substances it 
may contain; (3) as to its quality and probable performance and efficiency; 
(4) and as to its conformity to officia.l standards and specifications. A nominal 
charge or one equivalent to the cost of analysis and testing, but not including 
overhead costs, should be made to prevent irresponsible enquiries. 

The reports on all such enquiries are for consumers alone and it should 
be provided that none shall be ooed for advertising or commercial purposes. 

In all its work in this connection and in the work of the Purchasing Stan
dards Committee, the Council, and any other officers or agencies operating w1th 
the Council, shouid be in the position of professional advisers and should he 
rendered immune to libel action on aecount of any advice or informatiO'l\ given 
in good faitb. 

b. Prevention of Adulteration. 
The Food and Drug Act and certain acts administered by tbe Department 

of Agriculture, contain ·provisions probibiting adulteration and degradation of 
quality of the products which come within their scope. Products not covered 
by these Acts may be adulterated with reasonable impunity so long as the 
manufacturer does not wilfully misrepresent his product in advertising or in 
the markings on the package or label, which would render him liable to prosecu
tion under the Criminal Code. As we have seen, such adulteration is not 
uncommon. 

Its prevalence can be attributed to two causes:
(1) lack of definition of trade names, and 
(2) inadequate enforcement of the existing law. 

The latter is discussed later in this chapter, while mention has already been 
made of the inadequacy of definition of some trade names, even of products 
in ordinary use. Fortunately, however, one remedy for this is comparatively 
simple. It is to be found in Sections 488 and 489 of the Criminal Code, as 
amended 1933, which provides that:-

488. Every one is guilty of an indictable offence who, with intent to 
defraud, ... 
(d) applies any false trade description to goods; or, 
(e) disposes of, or has in his possession any forged trade mark, or any 

die, block, machine, or other instrument, for the purpose of forging 
a trade mark; or 

(I) causes or is knowingly a party to any such things. 
489. Every one is guilty of an indictable offence who sells or exposes, or has 

in his possession for sale, or any purpose of trade or manufacture, any 
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forged trade mark or any goods, coverings, labels, or things to wbich 
any forged trade mark is applied, or to which any trade mark or false 
trade description or mark so nearly resembling a trade mark as to be 
calculated to deceive, is knowingly and without the assent of the pro
prietor of the trade mark, applied, as the case may be, or who causes 
or is knowingly a party to any sucb thing, unless he proves 
(a) that having taken all reasonable precaution against committing 

such an offence be had, at the time of the commission of the alleged 
offence, no reason to suspect the genuineness of the trade mark, 
mark or trade description; and 

(b) that on demand made by or on behalf of the prGSecutor he gave 
all the information in his power with respect to the persons from 
whom he obtained such goods or things; and 

(c) that otherwise he had acted innocently. 
It would be an easy matter to prove under this Section before a Court, 

that celluloid is not ivory, nor britannia metal, silver. Glass beads cannot be 
passed off with impunity as crystal, or if coloured, as precious stones. It is a 
simple matter of definition, yet many names of products are uncertain in their 
exact meaning. At what point in the addition of foreign matter does paint 
become ordinary mud? 

To some extent usage has already established in industry and trade a number 
of definitions of names of products, for example, in lumber and in the petroleum 
industries, but none of these have been either formally or nationally established. 

The situation in our opinion calls for the establishment of a certain minimum 
standard of quality and performance (quite apart from the setting of grades 
and standards) below which any product ceases to have the right to the name 
and becomes something else, and its sale under the recognized name becomes, 
ipso facto, misrepresentation within the meaning of the above mentioned section 
of the Criminal Code. We, therefore, recommend that the National Research 
Council, in co-operation with other competent departments of the government 
and with the trade associations in each line of industry, be instructed to compile 
a dictionary of trade names of products which shall be accepted in all com
mercial transactions in courts of law. 

c. Marking and Labelling. 
A number of irregularities in the marking and labelling of products were 

brought to our attention. They ranged from complete and definite misrepre
sentation and false statement to various forms of implication, all of which 
might be calculated to deceive the purchaser. 

One form of misrepresentation is that of fictitious company names on labels. 
Leather goods of poor quality adulterated with paper, fibre or other substitutes, 
are seldom marked with the true name of the manufacturers. Samples of 
adulterated paint of very inferior quality, analyzed by the National Research 
Council in their survey, were found to be marked with the name of a manu
facturer who did not exist. This is definitely an unfair practice and may 
legitimately be branded as deception. It is to be distinguished from the practice 
of manufacturers of having two or more registered brands which indicate a 
difference in quality or finish. A manufacturer who fears to put his own name on 
a product which he puts out is certainly to be suspected of intention to deceive 
and the product so marked must be suspect. It is our opinion that the registered 
name and place of business of the true manufacturer of a product should be 
required upon the label or package going into retail sale, whether the product 
is sold under his brand or not. 

The development of consumer standards requires the parallel development 
of an adequate system of marking of products. In the United Kingdom the 
term "British Standard" is authorized on products conforming to the specifica-
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tions of the competent body. It is recommended that the term "Canada 
Standard" be adopted for products conforming to the standards and specificat;ons 
published by the National Research Council, and that its use should be author
ized only in conjunction with the true designation of the product to which the 
standard applies. 

Products, both manufactured and natural, which may vary in quality should 
be graded, and the grade designation should accompany the term .. Canada 
Standard" on the label when such products also conform thereto. 

A survey of grading indicates that, while in grading for manufacturers of 
materials and products which do not go directly to the consumer, simple, 
numerical designations are .commonly used, the grade designations of consumer 
goods are often such as to make it appear that their purpose is to conceal rather 
than disclose the true quality. Nowhere are simple numerical grades used for 
consumer products, and even in one of the best grading systems, that of canned 
foods, the grade names do not indicate in themselves the position of anyone 
grade in the series. These designations are" fancy quality", .. choice quality", 
.. standard quality" and .. second quality"; .. second quality" being, in fact, 
fourth grade. 

It is recommended that all grade designations be numerical, as grade 1, 
grade 2, etc. Should this prove impossible for some products, alphabetical grades 
might be used, as with eggs for export trade. Under no conditions should more 
than one grade be permitted above grade A, and if one is allowed, it should 
be retained for a very small percentage of the product. Should it be desired in 
exceptional cases to permit a special top grade in the numerical system of 
grading, provision might be made for the use of the designations .. number 1 
special" and" number 1 standard." The grade designation should refer only to 
the quality of the product and distinction of size should be shown independently 
of the grade designations. This is already true of canned peas, the sizes being 
indicated by a number. 

Further, grade and standard designations should be unmistakable. They 
should be clearly printed on the label in such a type and colour as not to appear 
as part of the brand name. Some producers of canned goods in Canada have 
successfully obscured the grade designation by making it appear as part of the 
brand name or description of the contents, for example .. Standard quality" 

Standard 
may be printed in such a way as to read Quality Product. 

In connection with marking and labelling legislation, the question arises as 
to what extent information concerning the nature of ingredients and products 
should appear on the package or label. Certain acts, such as the Fertilizer Act, 
administered by the Department of Agriculture, require the setting forth of the 
analysis of the contents of the package. We are of the opinion that any products, 
whether foodstuffs or not, of which knowledge of the ingredients or formula is 
necessary to their proper use, should bear a statement of the analysis or of the 
percentage of the more important ingredients. Examples of products on which 
information of this sort is desirable are textiles, especially woollens, silks and 
mixtures, cleansers, cleaning fluids and soaps, and chemical products in general. 
The Commodity Standards Board, in the setting of consumers' standards, should 
be instructed to determine what relevant information should appear as to th~ 
nature of contents, and regulations for such appearance should be made part 01 
the requirements concerning the marking of grades and standards. 

It is further recommended that consideration be given to the amendment of 
the Trade Mark and Design Act to make it a condition of registration of a trade 
mark or brand name, that the commodity to which it is to apply be adequately 
marked and labelled in accordance with the principles set out above. 

g7131-10 
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d. Conclusiom 
In making recommendations under the three preceding sections, we have 

attempted to lay down general suggestions, rather than to encroach .tn the field 
of the technician and scientist by attempting to state in detail the exact form 
these measures should take or to what specific commodities they should be 
applied. Nevertheless, in view of the situation disclosed by the evidence in 
certain particular fields, we venture to suggest that the work of definition, 
labelling and the establishment of consumer standards of quality might begin 
with the following:-

Textiles, especially wool and silk mixtures of wool and silk with other 
fibres; 

Clothing, with particular reference to the quality of the cloth; 
Meat and dairy products; 
Fish and fish products, especially with reference to marking and label-

ling of fillets; 
Petroleum products, especially fuel oil; 
Gasoline and lubricating oils; 
Paints, varnishes and enamel; 
Electrical appliances and light bulbs; 
Soaps, cleansers and cleaning fluids; 
Silver plated ware, to indicate thickness and quality of plating and 

chromium plated ware; 
Leather goods and footwear; 
Flour and bread. 

We suggest that the determination of other commodities as suitable for the 
application of consumer's standards might be left to the Commodity Standards 
Board in co-operation with the departments of government concerned, especially 
the National Research Council. The criteria in such determination might, as 
far as possible, he the extent to which a product goes into everyday use, the 
proportion of the average consumer's income spent on it, and the existing situation 
as to quality. Where a standard exists which can easily and conveniently be 
utilized as a consumer standard, this should be adopted immediately. 

We realize, of course, that in the extension of this service to the consumer 
there will be technical difficulties to be overcome. We merely mention in this 
connection that standards of quality cannot be absolute or perfect. They are 
not for the use of the scientist but for the information of the general public 
and all that is required is that the consumer be given a reasonably clear idea of 
the nature and quality of what he buys. 

4. WEIGHTS AND MEASURES 

a. Weights 
The question of short weight has been referred to in a previous chapter of 

this Report. We deal with it here as a fraud practised against the consumer 
and one against which existing measures of protection are inadequate. 

The offence itself is either the result of short weighing on just scales or the 
distortion of the balance of scales to make them unjust. Both practices are 
illegal, under Sections 63 and 64 of the Weights and Measures Act. They are 
also covered by other acts. 

One of the most common methods of infringing the Act is by including the 
bag or wrapper in the weight of the article. Indeed, it was represented to us 
by certain witnesses that the requirement that the weight of goods sold should 
be in every case the net weight was difficult to observe and worked an undue 
hardship on the merchant. 

While endorsing the principle of net weight and measure as the only just 
basis for the conduct of trade and as in nearly every case entirely practicable, 
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we feel that an exception might he made in the case of bulk goods sold over the 
counter. The modern type of scale in use in most shops makes it difficult to 
allow for 'the weight of the bag. Only with equal-arm balance which permits 
the placing of an empty bag in the weight pan, is it easy to make an exact 
allowance. 

The inclusion of paper bags or wrappers in the weight of bulk goods sold 
over the counter and weighed by the merchant at the time of sale, is of no great 
importance and might be permitted without any great harm, but only if stand
ards of weight of paper bags are prescribed by law as in the United Kingdom. 
We tberefore recommend that necessary changes be made in the legislation to 
permit this-the maximum weight of bags being fixed by Order in Council in 
relation to the weight of the contents. . 

The prevalence of the practice of pre-packaging has introduced a new 
problem in connection with weights-that of shrinkage. The problem, we 
believe, can be dealt with along the lines of a suggestion received from the 
National Research Council that is, in the case of any product liable to shrink
age through evaporation, the "net weight" should be interpreted as the anhydrous 
weight, or should bear some definite relation to it. Were this so, the merchant 
charged with short weight as a result of shrinkage due to evaporation, could 
easily prove by iI simple test of moisture content that the goods were correct in 
weight and had lost only in moisture. Standards of moisture content for all 
such commodities should be determined by the competent department of the 
government and published by Order in Council. This provision should not 
apply to goods sold in bulk over the counter, but only to packaged goods put 
up either in the store in advance of sale or by manufacturers or wholesalers. 

But all short-weighing is not a result of shrinkage or beyond the control 
of the merchant. The evidence disclosed that the deliberate commission of this 
offence is a serious and widespread practice. It appears to have become more 
common in recent years as a result of low prices, intense competition, and the 
merchandising systems of certain chain stores. 

Indeed, the practice now appears to be so widespread that the urgent need 
for more effective supervision and more frequent investigations and prosecution 
is evident. The number of inspectors in the Weights and Measures Inspection 
Service is too limited to provide this more effective supervision, and we recom
mend, therefore, that steps be taken at once to rectify this situation by strength
ening that branch of the Government service. Penalties for breach of the Act 
should also be made more severe. In the final chapter of this Report further 
suggestions are made as to the administration of the Weights and Measures 
Act. 

b. Measures and Containers 
Evidence also disclosed the prevalent use of non-standard sizes for packaged 

and canned goods, with the apparently deliberate intent of deceiving the pur
chaser by making him believe that he is receiving more in weight or volume than 
the package really contains. False bottoms in fruit boxes and wine bottles have 
long been tbe custom and are so well known that the purchaser, although 
annoyed, is no longer deceived. Modern methods are more subtle. Packages, 
jam bottles and cans are devised to deceive the eye and to appear to contain 
even pints, quarts or pounds when, in fact, they are several ounces less. The 
geometrical fact that the cone has only one-third the volume of the cylinder of 
the same height and base has been fully exploited in the designing of bottles 
and jars. 

This has become one of the commoner methods of unfair competition. The 
consumer, reading an advertised sale of packaged goods, "large size," expects 
to receive a pound and in fact received perhaps, 14 ounces. Such practices 
unfortunately enjoy legal sanction provided the packages are marked with their 
net contents as provided by the Food and Drug Act and the Meat and Canned 
Foods Act. . 

HIII-lftl 
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Something has been accomplished by the standardization of sizes and con
tents of cans under the Meat and Canned Foods Act, but it only touches the 
margin of the problem. The variety of non-standard containers for food pro
ducts alone is completely bewildering, as such containers are permitted under 
the Act provided they show the net volume or weight of contents. We are of 
the opinion that the marking of the contents alone is insufficient protection to 
the purchaser in view of the prevalent use of sub-standard containers, especially 
by chain stores. 

It is our opinion that legislative provision should be made for the stand
ardization by Order in Council of the quantities in which any packaged com
modity, whether a food product or not, may be sold. The situation with regard 
to non-standard containers used in the packaging of some commodities other 
than foodstuffs is quite as misleading to the purchaser and requires remedy. Of 
these soap and paints are good examples. We feel also that whether or not a 
packaged commodity is required to be sold in standard quantities, the net weight 
of the contents should be clearly and conspicuously marked on the package 
which goes into the hands of the consumer. 

With certain exceptions which are referred to below, both the above pro
visions should be applied to food products. The provision for the marking of 
net contents on ·packages should apply to all goods, whether food products or 
not, packaged by the manufacturer, wholesaler, or retailer on his own premises 
in advance of sale, the only exception being bulk goods sold over the counter 
and weighed in the presence of the customer. 

It is suggested that for most foodstuffs sold by weight, packages and con
tainers should be permitted only for quantities of 2 ounces, 4 ounces, 8 ounces, 
1 pound and multiples thereof; and by volume for quantities of i gill, 1 gill, 
i pint, 1 pint, quart and multiples of the quart up to a gallon, gallon and 
multiples of the gallon. These are the sizes authorized at present under the 
Meat and Canned Foods Act, and for goods packed in these quantities under 
existing legisll\tion, the weight or volume need not be shown on the package. 
Under the recommendations above, however, such weight or volume would be 
shown on the package. 

One of the chief difficulties in the way of standardization of contents of 
containers of goods sold by volume are importations from the United States 
packed in United States wine measure or United States fluid ounces, and from 
European countries packed under the metric system of weights and measures 
which are different to Canadian measure and not provided for by Canadian law. 
It is our opinion that a distinction must be made in the legislation between 
products in ordinary use commonly imported into Canada in quantities, and 
specialty products imported only in small quantities and not widely sold. Soaps, 
cleansers, househald paints and varnishes, and the commoner varieties of canned 
foods are examples of the first group; and artists' colours, and caviar of the 
second. Foreign manufacturers of the commoner products enjoying a reasonably 
large and continuous market in Canada should be required to pack in the stand
ard Canadian containers, hut it would be unfair both to the foreign manufacturer 
and to the Canadian consumer to apply this legislation to specialty products 
imported in small quantities for resale, or any products imported by the con
sumer thereof and not intended for resale. We therefore recommend that the 
regulations proposed above apply to all imported goods, exceptions to be pro
vided for regular importations or importations not intended for resale. In all 
cases where importation is permitted of goods in non-standard containers the 
Commissioner of Customs shall ascertain before delivery from customs that they 
are legibly and conspicuously marked with the true weight or volume in Cana
dian weights or measures. It is suggested that the wording "non-standard 
weight (or volume) equivalent to .... Canadian m~asure" be empl.oyed. It 
i8 not the intention that the required use of CanadIan standard weIghts and 
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measures in the packing of imported goods should be employed in any way as 
a form of protection for Canadian industries and the Commissioner of Customs 
should be so instructed. 

Certain exceptions to the proposed regulations were mentioned above. These 
may be specified here. It is felt, for instance, that specialty food products not 
sold in large quantities, as distinct from staples, might, at the discretion of the 
competent authorities, be exempted from the requirement to use only standard 
size containers. A further exception might be made for pre-packaged goods 
commonly sold at 10 cents or less, characteristic of variety stores. Such nn 
exeeption might be made without seriously affecting the general proposal for 
standardization of containers and contents. If adopted, it should be provided 
that containers should be marked legibly and conspicuously with the words, 
" lOco package, non-standard, net weight .... ounces." 

5. FALSE AND MISLEADING ADVERTISING 

Another unfair practice, also discussed previously, and which has a harmful 
effect on the consumer, is false and misleading advertising. The publication of 
such advertising is an offence under the Criminal Code, but it appears that the 
difficulty of prosecuting in the Courts and the delay whieh often attends legal 
action makes this form of control too cumbersome to be effective. 

There are, however, many unfair types of advertising which are not illegal. 
In saying this, we do not necessarily condemn a eertain exaggeration, " harmless 
puffing," which is and always has been a normal consequence of the effort to 
sell goods and which cannot be prevented, even if it were desirable to make the 
attempt. 

In a different category is that advertising which, while remaining within the 
letter of the law, does possess a deliberate intent to confuse and deceive, and, 
as such, is harmful both to the competitor and the COnSUmer. 

An outstanding case of such advertising was brought to our attention in. 
connection with the sale of overcoats by a department store. A small number 
of high-grade overcoats was included in a sale of much lower quality garments. 
The intention seems to have been to attract public attention by using the few 
high-quality garments as a bait. While no deliberate untruths were published, 
an implication was given that the bulk of the garments offered in the sale were 
of like quality to those featured. Since the average consumer bas little skill 
in judging tbe quality of garments as distinct from style, the result of such 
advertising would seem to be that of leading purchasers to believe that they 
were securing far better garments than were actually retailed. To a merchant 
attempting to give honest value, such tactics would clearly affect his trade as 
prospective purchasers would tend to compare the inflated values in the mis
leading advertisements with the actual values of the fair trader, to the detriment 
of the latter. -

Responsibility for the current deplorable conditions in the advertising field 
must be placed partly on the intense competitive warfare of the last few years, 
in which the mass merchandisers have played a leading role, and partly on the 
unrestrained exuberance of the writers of advertising copy. 

Such exuberance eventually defeats its own end by destroying consumer 
confidence in the validity of all advertising. Indeed, some of the more astute 
advertising concerns have realized this, and now often couch their statements 
in moderate language, though this does not always mean that such statements 
accurately represent the goods. 

Responsibility for misleading advertising must, however, also be attributed 
to the failure to establish recognized quality grades in the sale of goods to 
consumers, and is, therefore, directly related to recommendations already made 
in this chapter. The two factors together, extreme exaggeration by the advertiser 
and the inability of the consumer to judge quality, have resulted in a complete 
divorcement between price and quality in many lines. 
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The removal of these abuses of advertising would appear to depend, then, 
on two things; the adoption of strict advertising ethics and the development of 
grades of quality for consumers' goods. Meanwhile, we feel that the present 
legal situation might be strengthened by an amendment to Section 406, sub-
section 2, of the Criminal Code as amended in 1933:- . 

This section reads:-
PubH"",tion (2) Every person who publishes, or causes to be published, any 
of :Ioe ad- advertisement for either cHrectly or indirectly promoting the sale or 
;: ~":;,..- disposal of any real or personal, movable or immovwble property, or 
101 ... ate. any interest therein, which contains any statement purporting to 

be one of fact which is untrue, deceptive or misleading, shall be liable 
upon summary conviction to a fine not exceeding two hundred dollars 
or to six months' imprisonment, or to both fine and imprisonment: 
Provided that any newspaper publishing any BOOh adverLisement 
aceepted in good faith in the ord1nary course of its business shall not 
be subject to the provisions of this sub-section: Provided further, 
that in any prosecution under this subsection the case may be dis
missed if it be established to the satisfaction of the Court upon proper 
evidence that the accused acted in good faith. 

The last provision of this section is held greatly to weaken the effect of 
the act. While the newspaper publishing a questionable advertisement should 
undoubtedly have some protection when there is no possibility of the publisher 
knowing the full details of the product advertised, it is the business of the 
manufacturer and seller to know the product he makes or handles. It is 
especially the business of the manufacturer to do so· It should clearly not be 
possible to a manufacturer to establish that he acted in good faith when it i. 
proven that he mis-stated the ingredients, quality or performance of his pro
duct. We, therefore, recommend that this section of the Code be amended by 
the deletion of the sentence:-

Provided further that in any prosecution under this subsection the 
case may be dismissed if it be established to the satisfaction of the Court 
upon proper evidence that the accused acted in good faith. 

The deletion of this sentence does not preclude the exercise of judicial dis
cretion where it is definitely established that the defendant had no intent to 
mislead and could not have been expected to know the full facts about the 
product advertised. This is the ordinary protection assured in our system of 
law, and inclusion of this sentence' in the Code appears to have ,been taken by 
the courts as an instruction to interpret" intent" in a particularly broad way. 

It is understood that this section of the Code is intended to cover an 
forms of public advertisements whether in the press or by any.sign, poster, or 
bill-board, or on the label or package of the product itself. 

We are also of the opinion that statements of performance, life, or efficacy 
of products .are genemlly made with uncertain knowledge and seldom on the 
basis of comparative experimental tests. In the field of medicines and drugs 
suoh statements are subject to the control of the Pure Food and Drug Act and 
may be left to the jurisdiction of the department enforcing·that Act. Slmilarly, 
statements concerning the efficacy or performance of certain products used in 
agriculture or animal hm>bandry are subject to the jurisdiction of the Depart
ment of Agriculture. Other than this, almost any statement concerning per
formance or effieacy may go unchallenged unless or until a successful action 
is brought under the IIIbove-mentioned section of the Criminal Code. 

Reference has been made to tests of electric lamps made by the National 
Reseerch Council at the request of the Commission. Certsin manufacturers 
in their advertising of electric lamps have given the impression to the publio 
that certain of their lamps are guaranteed for B life of one thousand hours. 
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Inquiry has, however, elicited the information that this guarantee is not in
tended by the manufacturers to apply to Jength of life on commercial circuits 
under ordinary operating conditions. 

We, therefore, recommend that this Section of the Criminal Code be 
amended to make any statement or guarantee, of performance, efficacy or length 
of life of any product,which is not based upon an adequate and proper test of 
such performance, efficacy, or length of life, an offence in itself, and to place 
upon the defendant the burden of proving that such a test has been made and 
that the statement or guarantee is based upon it. A test by the National 
Research Council or other competent department of the government shall be 
considered an adequate and proper test, but no reference should be allowed, in 
advertising, to the fact that a test has been made by the National Research 
Council or other government body. 

In the enforcement of this section of the Criminal Code 'the services of 
the Federal Trade and Industry Commission, recommended in Chapter IX, 
would be most valuable to the public and to trade organi:oations. Under the 
present conditions it is frequently impracticable for an independent merchant 
or even a retail merchanlB' association to institute either civil or criminal action 
against a powerful offender, although they may find their trade seriously 
damaged by his misleading advertising. The position of the consumer is even 
worse. The costs of a civil action to secure a refund on goods misrepresented in 
advertising or at the time of purchase is likely to be more than the value of the 
goods. 

6. CONCLUSION 

In recommendations under the preceding sections we have made no mention 
of questions of jurisdiction, either federal or departmental. 

In respect to the former, weights and measures, fraudulent practices and 
the regulation of the sale of drugs and foodstuffs are definitely within the com
petence of the federal government. In the matter of standards and grading, 
the jurisdiction of the Federal Government may be held to apply only to com
modities in interprovincial trade. It is believed however that the advantage to 
manufacturers and distributors of official indications of quality and grade on 
the products they manufacture and sell will commend the system to most of 
them; that it will be welcomed by reputable business firms, and that its wide
spread voluntary adoption may confidently be anticipated in those fields where 
the federal government may not have jurisdiction. Furthermore, it may be 
held that once the trade name of a product has been defined by federal regulation, 
then the selling under this name of goods which do not conform to the definition 
established would be a violation of the law. If this position is constitutionally 
sound, then the way is open for effective federal action in this field. 

In so far as questions of departmental jurisdiction are concerned, it is 
recognized that there is at present a certain amount of division of authority, 
with acts affecting the consumer under the administration of various departments 
of government. This is, of course, unavoidable and it is not suggested that 
there should be complete centralization. It does, however, make enforcement 
more complicated, and possibly less effective than it might be otherwise. Enforce
ment remains, of course, the most important aspect of the question. No ·new 
laws or changes to the old will help the consumer in the slightest degree with
out proper enforcement. One of the difficulties in this connection is the lack 
of an adequate interested authority, able and anxious to lay information and 
institute prosecutions. 

For this reason we feel that the proposed Federal Trade and Industry Com
mission should have as one of its most important duties the general supervision 
of the whole field of consumer legislation and should act both as a co-ordinating 
and, on occasions, as a prosecuting agency in the enforcement of such legislation. 



CHAPTER IX 

THE PROBLEM OF STATE CONTROL 

1. THE NATURE AND SCOPE OF THE PROBLEM 

It is now necessary to consider, in general terms, the whole problem of the 
social control of business. Throughout the previous discussion various specific 
remedial measures have been suggested. This chapter tries to put all these 
and other remedial proposals in their proper perspective, by relating them both 
to the general experience of governments in the field of business regulation 
and also to what we believe should be the proper policy of public control. With 
this end in mind-before proceeding to our general recommendations in this 
chapter-we discuss, first, the general nature of social control; second, the 
general meth~ds of state control; third, historical experience with state control 
here and elsewhere; and, fourth, the objectives and limitations of our proposed 
program of state control. 

1. THE NATURE OF SoCIAL CONTROLt. 

At no time in history have economic activities ever been completely free 
from social oontrol. For centuries it has been recognjzed that there must be 
some state mechanism for supervising contending economic rights and interests. 
In mediaeval and early m~dern times, this control was far-reaching in char
acter but too often was exercised in the interests of a ruling minority and 
hence grew more and more oppressive to the people as a whole. The wide 
acceptance of. nineteenth century laissez-faire individualism was in consider
able measure a reaction against these narrow and restrictive measures of 
mediaeval economic control, which, in varying degrees, sumved until the early 
nineteenth century. In fact the main work of laissez-faire, in the last century, 
was destruction. As the great master of the English classical economists, John 
Stuart Mill, wrote in 1833: 

That principle, [laissez-faire] like other negative ones, has work 
to do yet, work namely of a destroying kind; and I am glad to think 
that it has strength left to ,finish that, after which it must soon expire ... 

In the prosecution of that work, laissez-faire naturally seemed to imply an 
absence of regulation, but the implication is not entirely justified for even 
nineteenth century individualism had within it the elements of control. It 
was control, however, which, within the limits set by certain formal institutions 
-the legal rights of persons, free contract, and private property-was based 
on the self-regulating power of eiIlllple cOlIlJPetition working automatically 
through supply, demand, and price. 

The great economists of the last century developed the doctrine that 
economic liberty and simple competition would stimulate efficiency, distribute 
capital and resources to their most profitable uses, and thus encourage the 
production of the maximum real income of goods and services. They further 
contended that the pricing of these goods and services by " supply and demand" 
would distribute income to the factors of production at SlIch rates of wages, 
interest, profits, etc., as would maintain a relatively stable economic equili
brium. No economist, however, was ever blind to the complex nature of this 
theory. All ,were well aware of the limits of its practical application. All of 

(1) See J. M. CI.!l.oJ'k. Social Control of Rlfsine" (Chicago, 1926); D. M. Keezer 000. S. ::May. 
The P"blic Cont,.ol of Bu.ine" (N.Y. and Lo.ndon. 1930). 
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them not only conceded, but even insisted, that in certain circumstanoes of 
imperfect competition, some measure of state intervention had to be substituted 
for laissez-faire. And so we find tbat, at the very height of individualistic 
reliance on "economic law," it was found necessary to pass Child Labour Acts, 
Factory Acts, and other similar measures, in order to supplement the unsatis
factory operation of economic forces by deliberate legislative control of 
employment and other conditions. 

Individualism has, indeed, never been completely realized. If it is realized 
less than ever to-day it is because of the gradual substitution in our economic 
structure of "imperfect" for "simple" competition. This development, as 
we endeavoured to show in Chapter II, is the fundamental cause of many of 
our present business problems, and its significance must be appreciated in order 
to understand the theory on which government intervention in business may 
be justified. Economic individualism was based on simple competition, and 
with that basis largely removed, it is perhaps not unnatural that governments 
in modern times should have intervened by legislative enactments, which affect 
almost every phase of economic activity. Under present conditions, then, the 
question is not intervention or non-intervention, but merely the nature and 
extent of intervention. 

If it is accepted that individualism itself has never been free from some form 
of social control, and that economic theory has never supported such freedom, then 
the question of the "violation of economic laws" does not arise in its con
ventional use as an argument against every proposal for government inter
vention. It is true, of course, that the economic nature of things may set limits 
beyond which conscious intervention in economic activity may not succeed. No 
power can enrich a nation that is poor in natural and human resources. It is also 
true that unwise measures of conscious control may do more harm than good. 
Nevertheless it should be emphasized that governmental and other forms of 
public control do not stand helpless before inexorable laws of supply and demand. 

The strongest case for individualism rested in its promise of "the greatest 
good of the greatest number" and in its real achievement of increased production, 
with a relatively small outlay of effort to control a largely self-regulating 
economic machine. We have cited much evidence whioh indicates that the 
growth of imperfect competition profoundly modifi .... the terms in which this 
argument can now be realistically phrased. We are convinced that certain forms 
of intervention are likely to be less expensive than the wastes of goods and of life 
that the collapse of the economic system, even if it still retains recuperative 
power, periodically occasions. We believe, bowever, that the loss of political 
freedom and individual liberty would be too high a price to pay for the -auto
cratically planned economy of state capitalism, fascism, or communism, (even 
if they should achieve their avowed economic goals), and we are confident that 
it is still within the capacity of Anglo-Saxon nations to work out a system of 
social control in which freedom can be preserved without economic paralysis, 
and in which, without dictatorship, production can be made less unstable and the 
distribution of wealth and income less unequal and less inequitable. 

The task of government intervention is, first, to select an objective or goal 
and, second, to discover by what means of adjustment to economic circumstances' 
and law that goal may best be reached at tbe minimum social cost. 

Before furtber analysis of what we regard as an acceptable social objective, 
a generalized summary of tbe types of government intervention wbich have 
developed in our "competitive" society, may be inserted. 

2. METHODS OF PuBLIC CONTROL 

a. The Protection of Private Economic Activity. 
Even under the most extreme development of laissez-faire individualism 

gowrnment retained important economic functions. At the very minimum-by 
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maintaining order, providing or supervising the provision of currency and credit, 
protecting private property, and enforcing oontracts---it created the framework 
within which private business enterprise was permitted to work. 

b. The Promotion of Private Economic Activity 
These minimum purposes of government were soon expanded in a more 

positive fashion to promote, stJimulate, or assist private business. By general 
education, governments endeavour, among other objectives, to make available 8 
supply of efficient labour; by tariffs and subsidies, to stimulate particular activi
ties; by consular and other services, to discover markets; and by scientific indus
trial and statistical research, to improve efficiency. The Tariff, the work of 
the Department of Trade and Commerce, and of the National Research Council 
are typical of this sort of activity in Canada. 

c. The Encouragement of Monopoly 
Governments also encourage private enterprise by granting franchises, 

patents, copyrights, etc., which sanction certain types of private monopoly. 

d. Licensing 
Certain businesses 'and occupations are regarded as being so peculiarly 

" affected with a public interest" that they may be pursued only with express 
governmental permission in the form of a licence. La.wyers, doctors, and more 
recently, plumbers a.nd electricians, provide typical examples of occupations so 
controlled. Occasionally, as in the legal and medical professions, a large measure 
of regulatory power is delegated to the professional associations themselves, 
which often utilize this authority in a quasi-monopolistic fashion. 

e. The Protection of the Public from the Excesses of Competition 
The positive activities previously mentioned have been supplemented by 

certain negative measures designed to protect special groups from possible 
consequences of unrestrained competition. The intention is not to impair com
petitive vigour, but to require that competition shall not lead to the violation of 
certain minimum standards. In the interest of wage-earners, consumers, in
vestors and the general public, there have been developed extensive codes of 
labour legislation, pure food and drug acts, banking, insurance and securities 
regulation, and other laws for protection of public health, safety and welfare. 

f. The Prohibition of Monopoly and Maintenance of Compulsory Competition 
The five types of activity previou&ly mentioned are not considered seriously 

to impair the private character of business operation. A more serious breach 
with individualism develops when government attempts to turn back the tide of 
industrial monopoly by outright prohibition.. The Canadian Combines Investi
gation Act and several American anti-trust laws forbid monopoly and endeavour 
to enforce competition by various criminal and civil penalties. A Standard Oil 
company, however, may be formally unscrambled into its separate constituents, 
but it is open to question wbether these can be compelled effectively to compete. 
These laws further are directed most specifioally against conspiracies or com
binations that seem unr&a.Sonably monopolistic. They have been applied only 
witb difficulty, if at all, to single concerns whieh have grown to a size that 
~acilitates monopolistic domination. 

g. Government Acceptance of Monopoly with Regulation 
In certain fields, particularly those of public utilities, governments have 

recognized the impossibility of enforcing competition and, more recently, the 
positive desirability of monopoly. In 1887 the Amerioon Inter-State Commerce 
Commission Act flatly forbade" pooling "; in 1920 it was amended not only to 
permit but almost to compel "consolidation" of railway lines. In 1887 the 
Commission VIlaS given power to fix maximum rates to prevent exploitation of 
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shippers; later, to fix minimum rates to prevent cut-throat competition. To-day 
it has authority to regulate ~ates, service, expenditures and investment, not only 
of railroads but of many other related businesses. A similar development has 
taken place in other countries and other utility fields. To this extent govern
ments may be said to have accepted monopoly as inevitable and to have under
taken to regulate it completely. 

h. Government Toleration of Monopolistic or Quasi-monopolistic Industrial 
Combinations 

Less usual in Anglo-Saxon countries is the policy of tolerating or encouraging 
various types of business and industrial associations, commonly called combines 
or cartels, to which are permitted or given, powers of U industrial self-govern
ment." These may vary in type from the simplest cartel, the members of which 
agree only to uniform terms of sale, to the cartel which, through a central selling 
agency, completely controls production, prices, and marketing. In policy, they 
similarly vary from mere avoidance of competitive waste to the complete 
exercise of monopoly power. In scope, they range from regional through national 
to international arrangements. 

The English common-law rule that contracts in restraint of trade are not 
enforceable, supplemented by various statutory prohibitions, has prevented any 
marked development of cartels in Anglo-Saxon countries, where monopoly 
develops chiefly through outright consolidation. In Germany such contracts are 
valid, and cartels found therefore no legal obstacle to their voluntary develop
ment. Furthermore, in Germany, Italy, Russia, Spain and Roumania certain 
compUlsory cartels have been established by government decree. Special laws, 
particularly in Germany, 1923, and Norway, 1926, have been passed to grant 
cartels express powers and to provide for their registration, inspection and regu
lation. 

Canadian law has restricted possible cartel developments in this country. 
Nevertheless, only a slight stretching of the definition would be needed to 
describe the Rubber ,Footwear Manufacturers' Association as a national cartel, 
and certain electrical or aluminum manufacturing firms as members of inter
national cartels. A few organizations, formed for export purposes, such as the 
Newsprint Export Manufacturers' Association of Canada, could also be called 
cartels. Monopolistic export associations, however, do not come within the 
prohibition of the Combines Act. 

Until recently, cartels were few and illegal in the United States. In 1918, 
however, the Webb-Pomerene Act specifically legalized monopolistic combina
tions for export purposes, while the passage of the National Industrial Recovery 
Act, July, 1933, provided, in effect, for the cartelization of all industry. In law 
this cartelization is voluntary, in fact, it has been compulsory. 

i. Public Ownership and Operation 
The extreme example of government intervention is where the government 

engages directly in the ownership and operation of business enterprise. Govern
ment ownership and operation of postal services, schools, and roads provide some 
of the oldest examples. In violation of extreme individualistic theories, govern
ments nearly everywhere have taken these enterprises out of private hands, 
sometimes simply because private enterprise could not profitably supply satis
factory service, sometimes because it did not operate to produce maximum social 
welfare. Public ownership for a variety of reasons-to provide a competitive 
check on private enterprise, to supplement ineffective regulations of monopoly, 
to control consumption, to provide revenue--has continued to expand until a 
wo~l~ survey of such ownership to-day would include every type of economic 
actiVity. In Canada governments are directly engaged in such businesses as 
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railways, steamships, street railways, telegraphs, telephones, radio, electric light 
and power, water, gas, stockyards, grain elevators, puhlic markets, liquor sales, 
hanking, and insurance. 

These apparently conflicting methods of government intervention in economic 
activities represent in part confusions in social policy. In part, however, they 
are the inevitable outgrowth of the pressure of economic circumstances and are 
to be expected in any program that attempts to adjust itself to changing 
conditions. Their development in practice may be explained by a brief historical 
survey of government regulation of business both in Canada and abroad. In this 
survey, which may provide some guidance for Canadian policy in the matter, 
special reference will be made to the problems of the regulation of monopoly and 
the control of competitive activity. 

3. GOVERNMENT REGULATION IN VARIOUS COUNTRIES 

a. The United Kingdomfl ) 

The classical land of economic liberalism has gone very much further than 
is generally appreciated in the modification of its traditional policy of non
interference in business. Unlike the United States and Canada, England, as we 
have seen, carried the doctrine of laissez-faire to the logical extreme of not 
attempting any artificial enforcement of competition. She believed that the 
common-law rule that contracts in restraint of trade were not enforceable, plus 
the absence of tariff protection and of any monopolies based on limited supplies 
of natural resources, would serve effectively to protect the public from monopol
istic developments. In fact, however, laissez-faire in the field of competition 
seems to lead almost inevitably to such developments. England, herself, despite 
her especially favourable circumstances, provides some remarkable examples of 
this fact. These, however, have nearly always taken the form of some sort of 
outright fusion rather than any loosely organized pool or cartel.(2) 

The comhination movement in England did not attract very much atten
tion until shortly before the War. In 1919 the Parliamentary Committee on 
Trusts found a danger that monopolies might soon "exercise a paramount con
trol over all important branches of tbe British Trade," and recommended the 
establishment of machinery like that of Canada and the United States for the 
investigation of the trust problem. No action, however, followed this recom
mendation which was controverted by the report of the somewhat similar Balfour 
Committee on Industry and Trade in 1929. The Balfour Report voiced the 
growing sentiment that even monopolistic combination might be economically 
desirable, if effectively supervised. 

It is necessary to note that in 1925 England formally abandoned her tradi
tional free trade policy. Closely associated with this, was the development of a 
definite policy of industrial reconstruction by rationalization with government 
permission and assistance. Under the Coal Mines Act of 1930, the entire 
industry was put under the regulation of a central council with seventeen 
regional boards. The iron and steel industry in 1934 succeeded in agreeing 
upon a somewhat similar reorganization scheme in which the industry would be 
controlled by a national fedcration with a number of more or less autonomous 
divisional associations. With the assistance of the federation the associations 
are to control price and output and are to promote combination, the reduction 
of excess capacity, and other measures of reconstruction. The ship-building 
(1920), the chemical (1926) and the milling (1929) industries have likewise 
been brought under some sort of centralized control to eliminate competition. 
Finally, in the Agricultural Marketing Act of 1931 Britain abandoned the doc
trine of free competition in certain branches of agriculture. 
--(-,-) See Herbert Heaton, The BntisA lfag to Rt>cov6f'jI (Minnea.po1is. 1934): A. F. LUCBB, 
"'fth-e British Movement f()r Industrial Reconstruction o.nd the Control of Competitive Activity''' 
Quarterl., Journal of EconomiN, February, 1935. 

(II) Her11»lLlll1 Levy. Monopolif>a, Oartel. and Tru.d. in Brltialt. Indtul'1l (London. 1927). 
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These developments have followed an extensive code of social legislation 
and a drastic set of laws for the regulation of financial practices. It seems fair, 
in summary, therefore, to say that, slowly and gradually ever since the end of 

. the War, England has come to accept a program of industrial control, which 
resembles the more spectacular American program initiated suddenly in the 
middle of 1933. 

It is quite clear, nevertheless, that, to date, there is no single industry in 
which the English experience proves the possibility of readily or comp~tely 
solving the basic problems which underlie any such program. These resolve 
themselves into problems of price fixing, the regulation of output, and the retire
ment of excess capacity or inefficient establishments. 

b. Australia(1) 
For many years Australia has provided one of the standard illustrations of 

a country with a very comprehensive program of state intervention. It is most 
noted perhaps for the completeness of its code of social legislation, which includes 
the detailed regulation of employment conditions and even the state determina
tion of wage rates. 

The Australian attempt to avoid the dangers of monopoly followed in some 
degree American practice, since certain sections of the Australian Industries 
Preservation Acts of 1906 and 1910 contained clauses based on the American 
Sherman Act. These methods, however, were supplemented by more vigorous 
attempts than have heretofore been made in Canada or the United States to 
encourage co-operation among those whom monopoly might injure. In the 
domestic field, this has taken the form of encouragement of trade unions and 
associations of primary producers. From the point of view of international 
policy, it has taken the form of tariffs and bounties to encourage competition 
against overseas monopolies. Added to these methods of equalizing competitive 
opportunities has been the direct undertaking of many industrial and com
mercial activities by the several states and the Commonwealth. Government 
ownership is more widespread in Australia than in any other British dominion, 
with the possible exception of New Zealand. 

This mention of cAustralia's extensive development of governmental control 
has been made in order that equally brief mention might be made of her appar
ently successful plan for economic recovery. Like Canada, Australia depends 
for a very large part of her national income on exports. She is, therefore, 
peculiarly susceptible to world economic forces and requires, as Canada does, 
an economic system which can make reasonably quick adjustments to changed 
circumstances. The strongest case for unregulated competition has always 
rested in the assumption that a system of free competition would be satisfactorily 
self-regulating. It has been necessary, however, in all countries to modify the 
operation of competition, and consequently various types of price and other 
rigidities have tended to develop. Australia provides a suggestive illustration 
of the ways in which such rigidities can be overcome by wise public planning. 
The decision of the Arbitration Court (January, 1931) to reduce real wages 
10 per cent, that is, to reduce money wages more than the cost of living, intro
duced a flexibility into wage rates which, it was believed, no public agency would 
ever dare to encourage. The acceptance in that same year of the Premiers' 
Plan reduced the burden of domestic and foreign indebtedness by conversion and 
other methods, which required bondholders to share the decrease in income which 
wage-earners and other classes in the community were already suffering. These 
deflationary measures to reduce public and private costs were accompanied 
by controlled inflation to minimize the reduction of money incomes, with the net 
result that Australia seems to have advanced farther out of the depression than 
most other countries. Whether or not her slogan, " first in and first out" shall 

(1) See D. B. Copland. AvdroUa in. 'he World e .... ". 198..,-1983 (Cam'bridge. 1934); 
N. Skene Smith, Economic Control. (~ndon. 1929). 
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prove later to be justified, the fact remains that by the intelligent use of three 
"institutions of national economic administration"-the Loan Council, the 
Arbitration Court and the Commonwealth Bank-a strong government was able 
to develop a policy which will always stand as an excellent example of intelligent 
social planning. It should serve effectively to answer the not uncommon conten
tion that public regulation of business can never be flexible enough to meet 
a serious emergency. 

c. The United States 
The United States accepted more completely than England or any of the 

British dominions the philosophy of laissez faire individualism, and to a mucb 
greater extent than almost any other country crystallized this philosophy into 
statute law. Despite this fact, the economic development of the United States 
has not been fundamentally. different from that of any other modem industrial 
country. One can find in its recent history the same trends toward the actual 
development of monopoly and the growing public dissatisfaction with competition 
that are found in countries which the United States likes to think of as pat~r
nalistic or socialistic. This trend can be shown most simply by a comparison 
of American anti-trust legislation with the recent developments under the 
so-called "New DeaL" 

The federal anti-trust policy of the tJnited States was first formulated in 
the Sherman Anti-trust Act of 1890. This amplified and clarified the old common 
law doctrine by declaring illegal every contract, combination or conspiracy in 
restraint of interstate trade or commerce or any monopoly or attempt at monopoly 
in that field. In the beginning, no special agency was set up for the enforcement 
of the Act. 

(1) The Federal Trade Commission. 1 

Very shortly after its passage, the Supreme Court of the United States held, 
in the E. C. Knight case of 1895, that the Sugar Trust had not violated the 
Sherman Act because" manufacturing" was not" commerce." There followed 
a series of decisions construing the statute, of which perhaps the most inlportant 
was the Standard Oil decision of 1911. This interpreted the Act as prohibiting 
only. "unreasonable" restraints of trade. For this and other reasons it was 
felt necessary to supplement this basic Act by two others. In 1914, therefore, 
Congress passed the Clayton, and Federal Trade Commission Acts. The first 
of these, so far as it relates to our immediate interest, prohibited certain defined 
unfair methods of competition, "where the effect . . . may he to substantially 
lessen competition or tend to create a monopoly." The second prohibited unfair 
methods of competition generally and created a commission of five members with 
the following functions:-

(a) to enquire into and report on corporations engaged in commerce; 
(b) to secure information on corporate developments; 
(c) to investigate trade conditions; 
(d) to advise and assist the government in the enforcement of the anti

trust laws; 
(e) to issue orders, enforceable however only through the courts, prohibiting 

unfair competitive practices. 

According to one's point of view, it is very easy to use the United States 
experience since 1914 as a demonstration of either the value or the inlpossibility 
of attempting to enforce competition and assure fair competition. It is clear, 
nevertheless, that the attempt has not been as successful as the Wilsonian liberals 
hoped. 
----zi) See T. C. Blaied.eU. Jr .. The Federal Trade Commilriotl (N.Y .. 1932); M. Handles:. ~ .. 
Tlte Fl'deral Anti J',-.,ltt Lau, (Obioago. 1932); G. C. Hendertml. The Federal Trade Commultt!1ft 
(New HaveD. l024); E. P. Herring, "PolitiCtll, Personalities, and the Federal Trade Comm~ 
lion," AmeriDCI .. PQli'icaJ Boimoe Review, December, 1034, and February, 1935. 
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The major difficulties encountered by the Federal Trade Commission in 
administering anti-trust legislation and in regulating business practices can be 
summarized briefly under four headings: personnel, policy, procedure, and law. 

As to the first, it has often been alleged in criticism of the commission that 
many of its appointees were out of sympathy with its avowed purpose, and were 
chosen for reasons other than their competence to perform the duties of their 
positions. 

Of the five members of the present Commission four are lawyers, one 
is a farmer, only one has had any substantial amount of business experi
ence and none of the members is equipped by education and experience 
to deal with complicated questions that come before the Commission. . . . 
An examination of their biographies ... [shows that they] are men of 
character and importance, but of " local" character and" local" import
ance, not men obviously qualified-as members of the Trade Commission 
should be qualified-by inclination, by long and specialized experience, 
by unquestioned masterly and standing in business, economics and law, 
to deal effectively with, and to promote the expeditious disposition of, 
the many highly complicated questions of nation-wide public and business 
policy that come before the Commission from day to day.1 

It has further been stated by American students of the activities of the 
Commission that, as the political complexion of the national administration 
changed, a rapid turnover of commissioners occurred, at times for the purpose 
of deliberately weakening the Commission; that various kinds of pressure which 
none would dare think of applying to the courts were continually brought to 
bear upon its members; and finally, that the commissioners tended to be too 
legalistic in their attitude toward the problems confronting them. As a result, 
so it has been stated, the Commission never acquired the prestige that is an 
essential condition of successful regulation of business. 

Personnel difficulties were further emphasized by the uncertainties of public 
policy. To a very considerable extent, the Commission was stultified by the 
swing in public policy away from the" trust-busting" attitude of pre-war days. 
The survival of this .attitude among the Wilson appointees to the Commission 
and among the more permanent technical staff, confronted the sympathy with 
big business of more recent appointees. The clash of those two opposing points of 
view has been held to have prevented the formulation of clear-cut administrative 
policies, with consequent indecision and confusion of purpose. 

The Commission procedure has often been attacked as slow and cumber
some. This may have resulted from certain legal requirements, but it has 
undoubtedly very seriously hampered the effectiveness of the Commission. 

Finally, there has been the limiting and restrictive effect of court decisions 
which, under the American practice of judicial review, have very significantly 
narrowed its authority and have taken away from it the power which Congress 
intended to give of defining which competitive practices should be prohibited as 
unfair. It has also been alleged by commentators on the work of the Commission 
that the above legal difficulties were further magnified by unsatisfactory relations 
with the Department of Justice, in which ultimately the real power to enforce 
the anti-trust laws resided. All these things have, in the eyes of its critics, not 
merely inlpaired the Commission's power to regulate business practices, but have 
also greatly weakened its functions of investigation and publicity, although these 
are of fundamental importance in any program of public control. 

Despite the considerations referred to above, the Federal Trade Commission 
has achieved sizeable results in raising the standards of business conduct and prac
tice. It has rid business of many nuisances by diminishing the prevalence of price 
discrimination, misleading advertising, and other grossly unfair practices. By a 
series of trade practice conferences, it has encouraged hundreds of businesses to 

(1) B. M. Webster. Jr'l in Ha'Ddler, op, cit., p. 142. 
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develop codes of fair practice which, if not always legally enforceable, at least 
had important educational values. In a series of reports and investigations, 
it has built up a body of information about business practice which, if not 
adequate to answer all questions of public policy, is nevertheless unequalled in 
any other country. 

Many of the difficulties which must qualify one's verdict about the success 
of the Federal Trade Commission and the American anti-trust laws, are of a 
kind that do not apply to Canada. If we solve the constitutional problem of 
Dominion or provincial jurisdiction, it is exceedingly unlikely that we shall 
meet the other legal restrictions which have so greatly hampered the Federal 
Trade Commission's work. oUr only real difficulties would be those of personnel 
and policy. The British tradition of public service may help us to solve the 
problems of personnel, and those of policy could be gradually met by restricting 
the initial administrative functions of any similar Dominion commission and 
instructing it from time to time to advise the Government about those policies 
which should be crystallized into binding statute law. 

In view of many popular misconceptions as to present American policy, 
it is interesting to note that there is no disposition in that country to permit 
unregulated private monopoly. President Roosevelt, in his message of February 
20,1935, asking for the extension of the N.R.A., said:-

The fundamental principles of the anti-trust laws should be more 
adequately applied. Monopolies and private price-fixing within industries 
must not be allowed nor condoned. 

Proposals are now before Congress both for the widening of the authority of the 
Federal Trade Commission and for the transfer to it of many of the functions 
of the N ationsl Recovery Administration. 

There has, however, for years been much dissatisfaction with the traditional 
interpretation of anti-trust policy. This found expression, after the acute 
economic collapse of March, 1933, in certain provisions of the National Industrial 
Recovery Act .. There can be no doubt that the passage of this Act in July, 1933, 
marks in some fashion a revolution in American economic history, but as yet 
it is in.'possible accurately to estimate its signi,ficance or success. 

(2) The National Recovery Administration.1 

The N.R.A., unfortunately, for purposes of analysis, does not stand alone. 
It is only one phase of a comprehensive legislative attack on all the problems 
of the depression. This involves: 2 

(a) Relief-to business and financial institutions by the Reconstruction 
Finance Corporation; to property owners by the Home Owners' Loan 
Corporation, Farm Credit Administration and miscellaneous inflationary 
measures; to individuals by the Federal Emergency Relief Administra
tion. 

(b) Re-employment-the whole program was directed toward the stimula
tion of employment, but special mention in this connection must be 
made to the Civilian Conservation Corps, the establishment of the 
United States and National Re-employment Services, and the Public 
Works Administration. 

(c) Reform-of banking and finance, by the Banking Act of 1933, the 
Securities Act of 1933 and other miscellaneous measures; of transporta-

(1) Sec especiallY', S'.R.A., RMenrch '8.lld Planning Diviaion. Report Oft 'As Operotio" 01 
the N.I.R.A. (Wa.lli_n, Feb., 1935). 

(2) For a convenient lummary, lee Stuart Chase, U Government in Buaiue88," Ourretlt 
Biliory. March, 1935. 

International Labour Office, Social and EeoftOmlo RecoMtMlcttolt 'tl 1M Urliled Bta'A 
(D. No. 20. G(>I}{"\"R, 1034). 

Leo Rogin, "The New Deal: .A Survey of the Literature:' Quarterlu J01'rfla' of EconomiCi. 
February, 1935. 
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tion, by the Emergency Railroad Transportation Act of 1933, and other 
legislation supplemented by the appointment of the Federal Co-ordinator 
of Transportation; of agriculture, by the improvement of agricultural 
credit facilities and the Agricultural Adjustment Act; of industry, by 
Part I of the National Industrial Recovery Act. 

This summary is intended to do no more than indicate that the N.R.A., is but a 
small part of a tremendously varied organization and movement. 

Taken even by itself, however, the N.R.A., is so complex that general 
analysis is almost useless. Its activities and results vary from code to code, 
industry to industry, place to place, and time to time. Even if its results are 
disregarded, a matter-of-fact summary of its activities and organization is 
almost impossible, for the N.R.A. program (as of Feb. I, 1935) has really con
sisted of the following and much besides: the National Industrial Recovery Act, 
Title I; 70 Presidential Executive Orders; the National Recovery Administration 
with a staff of 4,500 persons and a budget now of about 51,000,000 per month; 
731 codes and supplements; 585 code authorities with annual expenses of about 
Ul,ooo,OOO; 139 general administrative orders; 11,346 code adminstration orders; 
558 general code interpretations; 614 general stays or exemptions from individual 
code provisions; 1,171 exemptions to individual firms from specified code pro
visions; 680 code amendments and innumerable memoranda, releases, reports, 
hearings and conferences. The comment which follows professes to attempt 
only an exceedingly generalized summary which may assist in the formulation of 
a sound Canadian policy. 

The purpose of the N.R.A. was to restore employment and stimulate 
business activity by increasing purchasing power and restricting unfair com
petitive practices. It was hoped to accomplish this purpose, first, by persuading 
each industry, through "voluntary" agreements or codes, to raise minimum wage 
rates and reduce maximum hours of labour; second, by encouraging collective 
bargaining through trade unions and trade associations; and third, by recompen
sing employers for increased costs by approved programs of production, price, and 
trade practice controle 

In the beginning, the plan seemed to be to restrict codification to the ten 
major industries of the country. In August, 1933, however, the speculative 
anticipation of increased prices caused such a boom in industrial activity thai 
the slow process of developing codes for each separate industry was interrupted 
by a nation-wide campaign to get every individual employer to sign the 
President's Re-employment Agreement, popularly known as the Blanket Code. 
Thereafter the slower work of hammering out agreement on the terms of the 
separate industrial codes was resumed. It is not yet entirely finished. To date 
about 90 per cent of all employees operate under one or other of the hundreds 
of codes which have been approved. These range from the retail distribution 
codes covering over 5,000,000 workers to the code for the animal soft-hair 
industry approved in December, 1934, covering only ten firms with 45 employees. 
It is impossible to exaggerate the magnitude of this achievement. It is equally 
impossible accurately to estimate its results. . 

It appears clear, however, that the program has not fulfilled the promises 
of its more enthusiastic supporters, while many business men have begun to lose" 
those fears which two years ago made them in desperation rush to the govern
ment for assistance. A reaction against regulation as the price for such assistance 
seems to have set in-a reaction such as might be expected after any attempt so 
quickly to modify the underlying business habits of a nation. 

It is also alleged that the N.R.A., itself, is in part responsible for this change 
of opinion, due to the uncertainty of its administrative policy. Its mandate, 
for instance, contained an order to relax certain anti-trust restrictions. but at 

17111-17 
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the same time to protect small business and not to encourage monopoly. The 
reconciliation of these two ideas has not been easy. Some would say it is 
impossible. 

Further, in the haste to codify all industries, little time was left for the 
formulation of any well-rounded policy. There was, therefore, often a variation 
in objectives among those responsible for policy. This has naturally led at 
times to confusion and inconsistency. It would, indeed, have heen surprising if, 
under the circumstances, this had not heen so. 

One thing, however, seems to he clearly emerging from the American 
experiment-that regulation of production and price by industry itself under 
government supervision is to he continued only in exceptional industries, where 
the public interest in the conservation of natural resources may justify this 
policy. There is also some evidence that the scope of trade-practice control 
will be considerahly reduced and that the whole program will be narrowed 
down to a few large interstate industries. And it is quite certain that, regardless 
of the Recovery Administration's general jurisdiction, more and more emphasis 
will be placed on the labour provisions of the codes. 

Quite apart from difficulties of policy, the N.R.A., it would appear, has 
developed administrative difficulties-a not surprising result of so comprehensive 
and complex an attempt to regulate almost every phase of business activity. 
Non-compliance with code provisions is admitted to be very general and no effec
tive machinery for enforcing compliance has yet been devised. Certain authorities 
'set up for this purpose have developed a vested interest in the continuation of 
the program and their methods and policies have been severely criticized. Even 
if the practical difficulties of administration were overcome, there would still 
remain almost insoluhle theoretical difficulties relating to such matters as the 
classification of industries and the relationship of code provisions in one industry 
to those of others. It is not uncommon, for example, to find establishments 
simultaneously working under the provisions of many different codes. 

The experience of the lumber industry under its code is, if somewhat extreme, 
very instructive. The lumber codes fixed 30,000 separate prices, and fixed them 
so high that 5,000 new sawmills were started despite a marked decrease in 
demand. As a result, price-fixing was abandoned after eighteen months of great 
confusion; hut not before a poll of Pacific Coast lumber manufacturers showed 
that in August, 1934, 81 per cent of the fir manufacturers were selling at less 
than code prices. 

It will not be possible to pass final judgment on the N.R.A. experiment for 
many years, but we feel that American experience under the Act has not been 
such as to justify Canada's imitating the experiment. Our conclusions on this 
point are the more definite hecause of our realization that, apart from the question 
of results achieved, conditions in Canada, economic and otherwise, are in so 
many important respects far from analogous to those existing in the United 
States. 

d. Canada1 

(1) The Board of Commeroe, 1919 
. Canada's experience with the control of competitive activity dates from 

1889 when an Act was passed, now to he found in Sections 496 to 498 of the 
Criminal Code, which make it an indictable offence to "unduly prevent or 
lessen competition." . 

This first legislation has since heen supplemented by other acts. One of 
the most interesting of these was that estahlishing the Board of Commerce in 
1919, with which was dosely associated the Combines and Fair Prices Act of 
the same year. In summary, this legislation was designed to prohibit combina
tions detrimental to the public interest and to prevent the charging of prices 

(1) See Francia Hankin and T. W. L. MacDermot. Recovert/ b" Con'rol. (Toronto, 1933). 
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which would unduly increase the rost of living. Its administration was put into 
the hands of a Board, which was est,.blished as a court of record and given 
very extensive powers of investigation and administration. It set up a number 
of local agencies and conducted many investigations into profiteering. In 1921, 
however, the Privy Council declared that the legislation was outside the com
.,etence of the Dominion Parliament, and the Board of Commeree came to an 
end. 

The brief life of the Board was sufficient, however, to teach several very 
definite lessons, of which the most important were (1) the necessity of appoint
ing to a tribunal of this kind only members who bave had a thorough training 
in the analysis of economic and business problems and (2) the necessity of 
limiting its administrative duties in order that it might have an opportunity 
gradually to develop an effective policy. The Board of Commerce WI>S so 
harassed by hundreds of unimportant complaints that it is doubtful whether 
it would ever have been able to make any serious contribution to the formula
tion of a wise policy of public control of business, even if it had continued to 
function. 

(2) Combines Investigation Act, 19232 

In substitution for .the 1919 legislation there was passed in 1923 the present 
Combines Investigation Act, the main purpose of which is to prohibit combines 
which " have operated or are likely to operate to the detriment of or against 
the interests of the public, whether consumers, producers or others; .. " Within 
this limitation there are specific prohibitions of a variety of monopolistic 
arrangements and practices. On complaint, or on the initiative of the Registrar, 
or at the instance of the Minister of Labour, a preliminary enquiry is made by 
the Registrar into any alleged combine. If this discloses Slifficient evidence to 
justify more extended investigation, such may be conducted by the Registrar 
or by a special commissioner appointed by the Governor in Council. 

The remedies provided by the Act for illegal combines are those of publicity 
and penalty. The report of any investigation by a commissioner must be 
published in full and 'a; report by the Registrar may be published at the dis
cretion of the Minister of Labour. Sometimes such publicity by itself adequately 
remedies the situation, as in the case of the Proprietary Articles Trade Associa
tion. Sometimes the publicity, as that following the investigation of an alleged 
combine into the distribution of fruit and vegetables in Western Canada, leads 
to remedial provincial legislation. 

The penalty provisions of the Combines Act include a fine not ex;ceeding 
$10,000 or two years imprisonment for natural persons and a fine not exceed
ing $25,000 for corporations. Under certain circumstances, action under the 
Act may be taken in the Exchequer Court to revoke patents, and by the 
Governor in Council to reduce certain tariff duties. 

This brief discussion of the regulation of monopoly cannot pretend to cover 
the whole field of government intervention in Canadian economi.c activities. 
A survey of such activities will Show that government for one reason or another 
has been forced to intervene in many fields and in varying degrees, from the 
mere exereise of general supervision of private activity to complete public owner
ship and operation. The fields of transportation and oommunication, puiblic 
utilities, commeroe, manufacturing and agriculture all bear witness to the fact 
that the state is accepting more and more responsibility in this country for the 
supervision and direction of economic endeavour. It is estimated that to-day 

(2) See Judgmf'Dt of Judicial Commiiflbee of p·rivy Council, Appea.:l No. 118 01 1929 on 
C~titu~iouaJity of Qxnbines Act (Reprinted. Canada lJObour Gazette Mar., 1931). Re~ of 
the Registrar. J. A. BIl.II, Jr .• Oanadian Anti' Tf"Ud Legislation CBaltimore. 1934) j v. W. 
Bladen~ fI Combines and Public Policy," Proceeding. of the Canadian Political Science A8Iociation. 
Vol. Iv (1932). pp. 168-70. " 
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the state owns, operates or regulates about one quarter of the total wealth of 
Canada. Of this, approximately one half is directly under government admin
istration. 

4. THE OBJECTIVES AND LIMITATIONS OF PUBLIC CONTROL 

a. Amendment of the Combines Act1 

The brief survey in the preceding sections has been made to see what light 
it tbrows on our present problem of state control of business practices. In 
Canada there is a growing body of opinion that changed economic circumstances 
demand such control by what is described as "self-government of industry" 
with state supervision. To make this possible an abandonment or amendment of 
the Combines Act is advocated by some, in order to encourage quite innocent 
combinations of manufacturers to prevent the depression of prices, or innocent 
combinations not to impair but rather to foster fair competitive opportunities. 

In our later recommendations for the establishment of a Federal Trade and 
Industry Commission, we shall return to the question of amendment of the 
Combines Act. Meanwhile, we recommend that, regardless of these later pro
posals, the Act be amended at least in one importan.t particular, namely, the 
publicity provisions of Section 28, which reads as follows:-

PUBLiCITY 

28. Any report of a commissioner, other than an interim report, shan within 
fifteen days after its receipt by the Minister be made public, unless 
the commissioner is of ,the opinion that the public interest would be 
better served by withholding publication and so states in the report 
itself, in which case the Minister may exercise his discretion as to the 
publicity to be given to the report in whole or in part. 

2. The. Minister may publish and supply copies of any report, in such 
manner and upon such terms as to bim seems most desirable. 

Unfortunately, despite what seems to be the authorization to the Minister 
to publish any report, this section has recently been interpreted in such a way 
as to deprive the Minister of .the power to publish a report of the Registrar. 

Certain reports of the Registrar have been made public from time to time 
when the enquiries have beeen extensive enough to justify such a course. Our 
opinion is that, where the Registrar makes such an enquiry as a Commissioner 
would make, and where the requirements of Section 13 of the Inquiries Act have 
been met (as provided in Section 18 of the Combines Act), reports of such 
inquiries by the Registrar should be subject to the same provisions as apply to 
Commissioners' reports, and that Section 28 of the Combines Act should be 
amended accordingly. Otherwise, the policy of publication of reports might be 
defeated by the expedient of having all enquiries made by the Registrar and 
none by Commissioners. 

Many proposals for additional changes to the Combines Act are based on a 
complete misunderstanding of the intent, purpose, and language of the Act, which 
does not at present prohibit any combination which is likely to operate in the 
interests of the public. Some of these proposals are based on a belief in the 
desirability of combinations to maintain prices and restrict output. Others seem 
to imply II desire on the pe.rt of manuflloturers lind distributors to make the 
consumer pay the cost of their efforts to cure what they regard as competitive 
wastes in their Jines of business. The adoption of such proposals as these would, 
however, IIccentuate one of the major evils for the investigation of which this 
Commission was appointed, namely, that of the spread in prices between what 
the consumer pays and what the producer receives. 
~ AnaeJ: VIII, for a memorandum submitted to U8 on various proposed amendment.. 
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If repeal or modification of the Combines Act had the effect of legalizing 
attempts to restrain price-cutting by schemes of price-fixing or resale price 
maintenance, the tendency would be to set prices assuring "fair" margins of 
profit to all distributors. These margins might be sufficiently large to permit a 
" fair" profit for the high cost or inefficient operator. This would increase price 
spreads and the costs of production and manufacture. Even if we admit all the 
alleged wastes and inefficiencies of competition; any general substitution there
for of private monopoly, without some effective regulation based on experience 
and slow growtb, would further unbalance our economic structure. 

b. Self-government in Business 
Proposals for" self-government in business" as outlined above, represent 

in part an only-to-be-cxpected reaction against extreme individualism. Their 
sincere acceptance by many business men is often the product, however, of 
depression desperation. They have, we feel, dangerous implications and if widely 
accepted, might well lead .to the formation of monopolistic combinations for the 
control of which governmental agencies in personnel, experience, policy and law 
are as yet unequipped. The brief experience in the United States under the 
N.R.A. and the rapid shi ft in opinion and policy which has followed it should 
be sufficient to warn us against any precipitate and unconsidered acceptance of 
this philosophy. We do not minimize its importance; we are merely suggesting 
that its acceptance should proceed slowly and by stages. 

At the same time, it should be pointed out that the idea of " self-government 
in business" has received support from many economists and practical business 
men, who feel that something of this kind may be necessary, as the concentra
tion of production and distribution into the hands of larger and larger corpora
tions, goes an. I 

We cite in this connection, the Resolution on Cartelization of the World 
Economic Conference, 1927. 

. . . Nevertbeless, in certain branches of production they [cartels 1 
can-subject to certain conditions and reservations-on the one hand, 
secure a more methodical organization of production and a reduction in 
costs by means of a better utilization of existing equipment, the develop
ment on more suitable lines of new plant, and a more rational grouping 
of undertakings, and, on the other hand, act as a check on economic com
petition and reduce the evils resulting from fluctuations in industrial 
activity. 

Britain's Industrial Future, the Report of the Liberal Industrial Enquiry, 1928 
(United Kingdom), has also an interesting reference to this matter. 

. . The instinctive public distrust of monopolies is well founded, 
because it is competition "which has passed on to the consuming public, 
in the form of low prices, the results of industrial and economic progress. 
It is, however, useless to-day to attempt to restore the old conditions of 
competition, which often involved waste of effort and prevented full 
advantage being taken of large-scale production. In modern conditions 
some degree of monopoly is, in an increasing number of industries, in
evitable, and even quite often desirable in the interests of efficiency. The 
progression from purely private Individualistic enterprises to the Public 
Concern is a gradual one. We must try to find room for large-scale semi
monopolistic private concerns. A monopoly, held in check by its vulner
ability against concerted action by consumers, may serve the public well 
and offer many of the advantages of free competition simultaneously with 
the economics of concentration. But publicity is the necessary condition 
for the right use by the consumer of his ultimate weapons. 

(1) See Bruno Burn, Codelt. Carteb, National Planning (N.Y .• Hl34). 



262 ROYAL COMMISSION ON PRICE SPREADS 

Nevertheless, we do not believe that any such formula as self-government 
or codification or cartelization is yet generallyapplieable to any wide range of 
industries in Canada, though there may well be industries, such as the needle 
trades, in which the peculiar conditions of the business call for some such 
measure of social reorganization. 

We recommend, therefore, th-at the Federal Trade and Industry Commission, 
which is proposed later in this Report, should, as one. of its major duties, care
fully consider industrial and economic developments, so that when an industry 
finds itself. in a position where some social reorganization under public super
vision is necessary, the Commission may advise the Governor in Council 
what steps should be taken to deal with the situation. So far as any general 
scheme of " self-government" under state supervision and control is concerned, we 
feel that the remedies we are suggesting for specific problems will -have the effect 
of bringing about adjustments in the existing organization of industry, which will 
obviate the necessity for such general reform. 

We reach this conclusion on purely practical grounds, but we find support 
for it also from many students of economics. l The following extract from the 
Economist (London), February 2, 1935, is a typical statement of this position:

. . . In their very special circumstances the multiplicity of units 
has unquestionably led to excessive competition of a wasteful character, 
and a thoroughgoing reorganization of their structure is undoubtedly over-

. due. Some means must therefore be found for subordinating individual 
interests to the general good-which in the last resort means compulsion 
in some form or another. . . But this does not mean that a monopolistic 
cartel, composed of those at present in the industry, would be appro
priate even to these industries. . . Thus even for the industries 
with permanent surplus capacity, it would not be easy to make a strong 
case for a general Enabling Act conferring powers of self-government. On 
the contrary, there is good reason to believe that the problem of each 
industry could best be handled separately. . . Moreover, even the 
much more limited powers of "self-government" exercised through re
striction schemes of various kinds have, more often than not, done more 
harm than good, as the unfortunate history of the rubber industry, to take 
only one prominent example, plainly shows. Nor can very mueh reliance 
be placed upon the various safeguards enumerated in the Enabling Bills, 
for no " representation" of the consumer has ever been developed which 
has a tithe of the potency of free competition. . . A general invitation 
to indus>try to organize itself in restrictive cartels would be to risk losing 
in the twentieth 'century most of the economic gains of the nineteenth. 

Our hesitation to accept the demand for general "self-government in in
dustry " with government supervision and control is due largely to the fact that 
democratic governments have not yet perfected any mechanism for effective 
control. The prohlem of the regulation of puhlic utilities is not completely 
solved. If regulation were suddenly extended over the much wider field of trade 
and industry generally, the prohlem would be correspondingly greater. Further, 
it would be dangerous to substitute for even the imperfect protection which "the 
market" now extends to lahour lind consumer, only general surveillance by gov
ernment. Democ.atic self-government in industry can be achieved only by 
putting the control of industry under organisations that are equally representa
tive of the interests not only of the producers themselves, but also of labour and 
consumers. As it has been well put:-

. . . The interest of a single business man under genuine com
petition is to increase production, simply because competition will not let 

(1) See Robert Liefmnnn, Carlel,. COftCeNU and f'""I. (London, 1932); Simon N. Whitne7. 
2"rocle Allooi-GI"" aM /ndu.,trial Con-Iro' (N.Y., 1934). . 
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him gain by limiting production. The group that includes all the em
ployers in one tr.ade is proverbially the group whose interest lies in limiting 
production; and organizations of this sort, intended tbougb tbey may be 
to promote social ends, have this basic force to reckon with. Once we 
have broadened the unit of organization beyond the single competing 
business enterprise, we must go a great deal farther before we shall have a 
group whose interest 'as a group lies in increasing production rather than 
limiting it. The group must incorporate--and not merely in an advisory 
capacity-labour, consumers, public.1 

In short, while we are sympsthetic to the idea of industrial self-government 
and accept its necessity in individual cases to be decided by the proposed Federal 
Commission, we feel that--having regard to the dangers of monopoly or fascism, 
and our lack of experience with far-reaching government control of business-
we cannot recommend the general acceptance of this policy, except upon a basis 
very different from that now in the minds of many of its proponents. The repre
sentatives of numerous industries, as such, and many individual business men 
have appeared before us urging the acceptance of this program, whether it be 
called cartelization, authorized combination, NRA codification, or industrial self
government. We are not persuaded that they have given sufficient thought to the 
underlying implications of their proposals. 

We feel, further, that before 'any such system of industrial self-government 
can function effectively and in the public interest, there must be already in 
existence well developed trade associations and trade unions. 

We have suggested in previous chapters that government should support 
and encourage such associations and unions, and again we recommend here 
that the proposed Federal Trade and Industry Commission should co-operate 
with them to the utmost possible extent. Such co-operation should be for the 
purpose of abolishing unfair competition and stimulating the voluntary 
acceptance of codes of business practice. It should also be for the purpose of 
ensuring that, if reorganization of an industry becomes necessary, there will 
be well organized and experienced groups to represent workers and employers, 
well developed policies for effective government regulation, and experienced 
agencies to administer such policies. 

c. The Complexity of the Problem 
The examination we have made above of government intervention in 

business, though brief and inadequate, has been sufficient to show the complexity 
of the problem. The general purposes of such intervention are easy to state; 
that it should free initiative from existing restraints and not destroy initiative 
by merely adding new restraints; that it should be in the interests of the economic 
and social welfare of the mass of the people, and not of anyone group or class; 
that social control should be designed to produce the maximum national income 
and to distribute it in the most eqnitable fashion. No one can quarrel with 
these objectives, but differences of opinion immediately arise when any attempt 
is made to recommend practical ways of attaining them. State socialism, 
communism, reformed and controlled capitalism, fascism-all have their 
adherents; and their opponents. 

The questions raised are as pressing as the answers are various. How can 
the capacity of industry be adapted to human needs? How can production be 
related to demand? How can we remove the paradox of poverty in the 
midst of plenty; of unemployment, when there is so much work to be done? 
How can units be articulated into industries and industries into a national 
economic organization, without the sacrifice of political liberty. 

(1) J. M. Clark. IfEconomica and the N .. tional Recovery Administration," 4mericflft Boo-· 
"mnie Review, :March. 1934. 
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d. Conclusions 
.We join those who agree tha~ t~ere is no single answer to all these questions; 

no smgle panacea for our economIC Iils. We would, however, submit the following 
considered conclusions: 

(1) that in certain industries, such as public utilities, monopoly control 
requires complete regulation or government ownership; 

(2) that in certain other industries competition can be satisfactorily 
restored by state action; . 

(3) that in some imperfectly competitive industries the attempts to restore 
competition must be supplemented at least by some sort of maximum 
price control, profit restriction, or other method of regulation. 

(4) that in other industries where simple competition is operative, such 
competition may continue to be relied upon as the best method of 
control; 

(5) and that, finally, there may be a tew industries in which competition 
has become so cut-throat that some modification of it may be 
attcmpted, or permitted. 

We recommend what may develop into important and far-reaching inter
vention by government for the control of competitive practices in business; but, 
drastic as these reforms may later prove to be, we are convinced that their 
development should be gradual and progressive. This, for two reasons: 1, 
our lack of experience with these problems, and the absence of a mechanism for 
dealing with them, warrants only a gradual approach; 2, no far-reaching 
change in social policy can be undertaken experimentally in the hope of a return 
to the status quo if the experiment should fail. 

While this policy [that of indirect control by competition 1 has not 
been completely satisfactory, there are many reasons for being slow to 
abandon it in favour of the other. Chief of these is the fact that the 
change would be likely to be irrevocable. It is easier to keep industrial 
units apart than to unscramble them after they have once combined, and 
a policy of permitting combination would almost certainly result in such 
a growth of mergers that if we should subsequently change our minds 
and desire to return to the plan of indirect control the necessary 
unscrambling would prove to be virtually impossible. Before committing 
ourselves to direct control, then, we should do our best to visualize its 
ultimate consequences as well as to try out all the possibilities of the 
plan we are now following.' 

The proposals which follow represent our conception of what can safely be 
undertaken at this time. 

2. GENERAL RECOMMENDATIONS 

1.. THE FEDERAL TRADE AND INDUST.RY COMMISSION 

This section deals with our general recommendations for government inter
vention in business, within the limits set by our terms of reference, limits which 
exclude many fundamental problems, such as currency and credit, transportation 
and communication, and other aspects of the general economic structure. Many 
of the specific recommendations which we have previously made are particular 
remedies for particular evils. We recommend them with greater confidence, 
however, since they are co-ordinated with the more general policy which we are 
now proposing. This policy is designed both to protect the various interests 

(ll Clark • • p. "t., p. 439. 
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in our society, consumers, primary producers, wage-earners, investors, and 
employers, and to improve the general organization and functioning of our 
economic system. 

There are only two ways by which democratic government can intervene 
in the affairs of private enterprise-by statute law, or administrative law. When 
statute law is used, the act (for example, Pure Food and Drug Act, Section 498 
of the Criminal Code), sets out in detail what mayor may not be done. Enforce
ment is left to the police, law officers and courts. When administrative law, as 
we should like to define the term here, is used its application to particular situa
tions and its administration is placed in the hands of a semi-autonomous body, 
such as the Board of Railway Commissioners, the Tariff Board, or the Registrar 
under the Combines Act. 

The more complex the problem, the less likely is it that statute la .... alone 
will meet the situation. As we have stated above, tbere can hardly be a more 
complex problem than that provided hy the state regulation of competitive 
practices. We feel, therefore, that any policy dealing with this problem should 
be interpreted and enforced by a competent administrative agcncy. For this 
reason, we recommend the creation of an agency to be called the Federal Trade 
and Industry Commission. 

2. STRUCTURE OF THE COMMISSION 

Tbe Commission should, we think consist of five members appointed by the 
Governor in Council, as a semi-autonomous board under the President of the 
Privy Council. Its members should be appointed solely on the basis of their 
qualifications to approach economic and business problems in a thoroughly 
scientific and trained fashion. Indeed, the success or failure of the Commission 
will depend almost entirely on the competence of its members. An incompetent 
Commission, or one subject to outside pressure or influence, would be worse than 
none at all. Appointments should be for overlapping terms to give continuity, 
and for long terms to give security of tenure. The Commission should begin 
its duties with a minimum staff adequately paid, to secure maximum competence. 
Eventually, the Commission might have divisions for (1) Combines Act enforce
ment and monopoly regulation; (2) consumer protection; (3) the regulation of 
trade practices; (4) the regulation of security issues, etc. 

We regard it as important that the Commission be independent of any 
existing department of government and under the responsibility of tbe Prime 
Minister as President of the Privy Council. Its statuB should be like that of 
the Board of Railway Commissioners, both in its authority and in its relation 
to the responsible Minister and Parliament. We make this recommendation 
with a full appreciation of the danger of unnecessarily duplicating governmental 
agencies and of the present necessity of more effectively co-ordinating existing 
departments and agencies. None the less, the very nature of the problem is such 
that the work of the Commission cannot be regarded as belonging to anyone 
department rather tlian another. It would, in fact, have a function of attempting 
itself, by co-operation, to co-ordinate certain present activities of several other 
departments. • 

3. THE GENEIHL FuNCTIONS OF THE CoMMISSION. 

The Commission should be charged with the duty of protecting the interests 
of all classes and groups. Since the major problems with which the Commission 
would have to deal arise out of the growth of concentration, its basic functions 
would be concerned with the prevention or regulation of monopoly and mon
opolistic practices. It is in this way that the Commission would serve to 
protect the consumer and the primary producer. But the complexity of the 
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problem excludes any single formula or simple policy. We therefore make, in 
this particular connection, the following specific recommendations: 

(a) Rigorous administration of the Combines Act; 
(b) Sanction and regulation of monopoly where it is agreed by the govern

ment that competition cannot or should not be restored; 
(c) Sanction and supervision of agreements within a trade or industry 

where it is agreed by the government that competition has become 
wasteful and demoralizing. 

a. Administration of the Combines Act. 
We regard the first, a rigorous enforcement of the Combines Act, as most 

important. We feel that, for this purpose, the Act should be administered by 
the proposed Commission. The Act does not by its terms, or by the manner of 
its present enforcement, hamper any combination that would operate in the 
public interest, and, in the light of our previous discussion, we consider it should 
be an integral and important part of any new mechanism of control, thol!gh 
some amendments may be necessary to the present provisions of the Act, and 
some change of emphasis in its administration. We feel that its administration 
has been concerned primarily with combinations and agreements and not 
sufficiently with single company monopolies which may not involve these 
elements. This defect might be remedied by the Commission developing the 
use of the Combines Act against monopolistic domination as well as monopolistic 
combination. For this ,purpose, the Combines Act should be amended to include 
a more comprehensive definition of monopolies or monopolistic practices. These 
situations and practices arise when the number of competitors is so small tbat 
the decisions of individual firms are able significantly to affect the total output 
of the industry or the market price of the product. We recommend a definition 
of monopoly to cover 

any person, firm or corporation, or group or association of persons, firms, or 
corporations,' carrying on any business in Canada, except railroads and other 
public utilities, which, 

(al by the magnitude and nature of its operations within its own class, 
exercises a dominating position in that class of business activity or 

(b) by its huge buying power is able to exploit vendors, or to secure discrim
inating discounts or allowances or 

(c) which excludes or attempts to exclude others from any class of business 
activity; or . 

(d) holds an exclusive franchise or right of operation in a given territory; or 
(e) being composed of independent units allegedly associated for the pro

motion of better business conditions, endeavours unduly to enhance 
prices or unduly to restrict output, or in any other way acts in a manner 
prejudicial to public interest; or 

(I) evidences monopolistic control or imperfect competition by an insuf
ficiently flexible price policy. 

In any such monopolistic situation the Commission should first exercise 
the full force of the Combines Act to restore competition. It should explore 
thoroughly the possible effectiveness of sections 23 and 24 of the Combines Act, 
which authorize, respectively, the reduction of tariff duties and the revocation 
of patents, when it appears that these have facilitated the development of 
monopolies inimical to the public interest. The unwarranted suppression of 
new patents is an abuse of a publicly conferred privilege which the Commission 
should be specifically authorized to check. For this reason, the Patent, Trade
mark and Design, and Unfair Competition Acts, themselves, should be amended 
in such a way as to ensure that their commercial aspects fall within the juris
diction of the Federal Trade and Industry Commission. 
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b. The Regulation of Monopoly. 
A second major funcUon of the Commission should be the effective regulation 

of an industry where competition cannot or should not be restored or enforced. 
We feel the wisest course would be to recognize the existence of such a monopoly, 
and to regulate it in the public interest. The Commission should, therefore, 
after it has satisfied itself that such a course of action is socially desirable, be 
empowered to recommend to the Government that specific industries be declared 
monopolistic, e.'<empt from the operation of the Combines Investigation Act, 
and subject to regulation by the Commission. The publication of each such 
recommendation should be mandatory. If the Government should accept the 
recommendation of the Trade Commission, then it should take the necessary 
steps to implement the advice. 

In this connection one of the most important duties of the Commission 
would be to recommend to the Government which of the various possible methods 
of control should be used for each specific monopoly. Several methods have been 
proposed, of which we wish to menUon four, as worthy of investigation by the 
Commission. 

(1) Some measure of control over maximum prices might be established 
as in the regulation of public utilities. This method might be described as 
the "unfixing" of prices in situations where anti-social, though perhaps not 
conscious, restriction of output has raised them above the point that simple 
competition would have set and has diroinished the national income of goods 
and services. It is not contended that the Commission would be able to deter
mine "fair" prices, but it is possible that in such a situaUon it could help to 
establish prices less unfair than some present prices. This "unpegging" might 
encourage the low cost producers to increase their output in order to get the 
full economies of large-scale production. With a lower maximum price, it would 
no longer be profitable for them to restrict output in the fashion that characterizes 
both monopolistic and imperfectly competiUve situations. 

(2) A second method proposed is by the taxation of surplus profits beyond 
an allowed rate of .return on the real investment in utilized capacity, after 
provision for approved allowances and reserves, the latter to be kept liquid. 
This might stimulate the more complete utilization of productive capacity and 
check the speculative over-expansion of productive facilities which is probably 
one of the contributing factors in business cycle fluctuations. Like price-fixing, 
this method would raise many familiar problems of valuing investment, deter
mining proper rates of depreciation and fixing" fair" rates of earnings. 

(3) A third proposed method is the ta.'<ation of excess profits, supplemented 
by the distribution of such excess between the State and the employees. This 
would be a form of mandatory profit-sharing, which might both restrain the 
attempt to e.'<tort monopoly profits and contribute to the broader distribution 
of purchasing power. There is the further possibility that this method might be 
even more generally applied to all industries, in which case the excess profits 
should be shared, in order to retain an incentive toward husiness efficiency, 
hetween the State, the employees and the employer. 

(4) A fourth proposed method has previously been suggested in Chapter 
VII, with particular reference to the possible development of monopaly in the 
distributive trades. This is the unit taxation of multiple-unit organization~.l 

It should here be emphasized that the regulation of monopoly, by these or 
any other appropriate methods, should he undertaken only as a supplement to 
-never as a substitute for-the vigorous enforcement of the Combines Act. 
Subject to this consideration, we do, however, strongly recommend the effective 
regulation of those industries in which puhlic ownership seems undesirable and 

1 An argument in 8Upport of methods (3) and (4) is set out in Anne:z IX. 
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monopoly not otherwise preventable. We also recommend that the proposed 
Commission be instructed to explore the feasibility and effectiveness of these 
and other methods. When it has been decided which method should be adopted 
in a particular case, it should advise to that effect and the Government, if it 
accepts the advice, should thereupon authorize its implementation. 

c. Price and Production Agreement8. 
The third function of the Commission would be the supervision of agree

ments on prices and production, as and when authorized by the Government 
accord~ng. to the procedure outlined ~elow. This function should be used only 
where It IS ~learly necessary to modify wasteful and demoralizing competition, 
as perhaps In the needle trades, or to offset the power of mass buying. The 
procedure of the Commission would be the same as that mentioned in connection 
with monopoly regulation, namely, it would recommend to the Government 
that, for reasons stated, agreements about control and regulation of prices and 
production should be sanctioned in each such industry, perhaps for a limited 
period. If the Government accepted this recommendation, the Commission would 
be authorized to approve such agreements, supervise their operation, and impose 
such regulations and restrictions as the situation seemed to call for. 

Because pUblicity is and must continue to be one of the major weapons 
against monopoly, we recommend specifically that the Commission utilize it 
to the utmost in connection with all investigations and recommendations it may 
make for the regulation of monopoly or the authorization of price and production 
control. Within fifteen days of the completion of any investigation conducted 
under a procedure which provides such safeguards as are afforded by the Inquiries 
Act, the full report of the Commission thereon, and the recommendations, if any, 
made to the Governor in Council shall be published, in order that the Govern
ment may act promptly. Such recOlnmendations, further, should be forthwith 
published in the Canada Gazette. 

d. Consumer Protection. 
The above functions of the Commission, through the enforcement of com

petition, or the regulation of monopoly, are designed to protect !he consumer. 
Such protection, however, must be supplemented by other measures to prevent 
advantage being taken of the consumer because of his unavoidable ignorance of 
the qualities of goods and the contents of containers, etc. In Chapter VIII, it 
was pointed out that many of the manufacturing and merchandising practices 
harmful to the consumer could not continue if there were a comprehensive and 
co-ordinated system of enforcement of the many federal and provincial Acts 
designed for consumer protection. We recommended in that Chapter some 
modification of existing legislation, the extension of research into, and publicity 
for consumer standards, and the creation of some agency to enforce those laws 
designed to protect the consumer, for which no effective administrative or 
enforcing agency is otherwise provided. This work should be one of the func
tions of the Trade Commission. A member of the Commission should be the 
Chairman of the Consumer Commodity Standards Board, there recommended; 
the Board should submit recommendations for legislation or other /!:overnment 
action to the Commission; and, except as otherwise provided, the Commission. 
shoulsf be the central agency to supervise the enforcement of all laws designed 
for consumer protection. 

The Trade Commission should also be a central agency for the receipt of 
complaints about violations of these or other laws relating to consumer protection. 
If the complaint involves primarily a technical question, e.g., unbalanced scales, 
adulterated foodstuffs, the complaint should be referred to the existing govern
ment agency, if any, already responsible f~r ~dministration. I! the comp!ai.nt 
relates to a law, e.g., section 406 of the Crlmmal Code, for which no admmls-
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trative agency exists, or if the complaint relates to a non-technical, primarily 
commercial aspect of the law, e.g., deliberate shortweighting, trade-mark imi
tation, suppression of patents, etc., then the Commission should be clothed with 
full authority itself to take the necessary action-hearing, investigation, adjust
ment, and prosecution. In other words, it should be the duty of the Commission, 

(1) to enforce those present or new relevant laws (see Chapter VIII), for 
which no enforcing agency is provided, 

(2) concurrently, with existing agencies, to enforce such laws in their non
technical or commercial aspects, and 

(3) generally to co-operate with these agencies for the more effective 
enforcement of all laws designed for consumer protection. 

We make below the same type of recommendation with respect to other laws 
relating to business practices and unfair competition. Experience will demon
strate the extent to which all such laws (1I1eat and Canned Foods Act, the Food 
and Drug Act, Patent Act, Trade Mark and Design Act, Unfair Competition 
Act, etc.) should be completely centralized under the sole jurisdiction of the 
Commission. • 

We desire to add a further word of explanation and possibly of caution in 
connection with this phase of the proposed Commission's activities. We do not 
feel that it should be an obligation of the Commission to relieve the individual 
of his right and duty to prosecute if he suffers an injury for which a legal remedy 
is available. Otherwise, the Commission's main duty of guiding and advising 
on business and industrial policy would be lost in the conduct of numerous petty 
prosecutions. We feel that the intervention of the Commission in the enforcement 
of e:osting laws, should be restricted to, (1) flagrant cases which are destructive 
of accepted standards of business morality, and concerning which the public 
interest demands that the State should not wait for private initiative in prosecu
tion, (2) general complaints which have been received from public agencies and 
semi-public bodies, such as Boards of Trade, Chambers of Commerce and Pro
ducers or Co-operative Associations, where the Commission, after preliminary 
investigation, might. initiate prosecution, or co-operate in such prosecution. 

e. The Regulation of Trade Practices. 
One of the most important functions of the Commission should be the regu

lation of competitive practices, a function which is allied in some degree to its 
administration of the Combines Act. Elsewhere in this report, we have recom
mended better and more adequately enforced labour legslation and have sug
gested that the administration of this be left in the hands of strengthened 
Departments of Labour. Our recommendations in this field, however, do not refer 
solely to problems in labour relations. They are also related very closely to the 
general policy of government control of unfair competitive practices. Effective 
protection of the wage-earner from cut-throat wage levels and the compulsory 
maintenance of certain minimum standards of working conditions, will go flU' 
W protect the progressive and responsible employer of labour from unfair 
competition. Uniformity in quality standards and the prohibition of merchandis
ing tactics designed to confuse the consumer, will provide further protection. We 
do not contend, however, that these measures, however valuable, would entirely 
abolish unfair competition, and it is necessary tberefore to supplement them by 
some direct regulation of unfair competitive practices. 

(1) The DefinitUm of Unfair Trade Practices. 
Unfair competitive practices take many forms, some of which are now pro-

hibited by law. In respect to those, the difficulty up to the present has been that 
there has been no administrative agency for the enforcement of such laws, and 
the prohibition has therefore, not been effective. A business man is never 
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anxious to proceed against his competitor for the violation of rules of business 
conduct, even though that violation may have been definitely illegal. We there
fore recommend that the Trade and Industry Commission should, in the manner 
and to the extent previously recommended in connection with consumer protec
tion, supervise the enforcement of existing laws which prohibit certain business 
practices. 

There are, however, other competitive practices, which while not illegal, 
may be equally unfair. These take many forms, but the majority of them may 
be brought under the definition of unfair price discrimination; "unfair ", because 
it operates inequitably as between competitors, because the burden of it is 
often pushed back to the wage-earner or primary producer, without correspond
ing benefits to the consumer, and because it deprives society of the benefits of 
fair and equal competition. Unfair price discrimination, or any other similarly 
unfair business practice, permits the survival of the powerful, rather than of the 
efficient. The Federal Trade and Industry Commission should be given the duty 
and power of prohibiting such unfair trade practices. 

We feel, fllrlher, that it would be unwise to attempt to write at present 
into statute law a rigid definition of what constitutes an unfair practice, with 
a list of such practices. Sudil a list, if appropriate at the present time, would 
probably soon 'be rendered obsolete by changing conditions. At the same time 
we recommend that the Act creating the Trade Commission and giving it power 
to prohibit unfair competition should establish certain principles for the de
termination of "unfairness." We recognize that there is a very real danger 

. of confusing the economic, legal, and ethical implications of " unfairness" and 
we feel that this danger might be removed to some extent if certain general 
criteria were laid down in the Act. We suggest that practices should be pro
hibited as unfair which are characterized by bad faith, fraud, misrepresentation, 
or oppression; which are resorted to for the purpose of destroying competition 
or eliminating 1\ competitor; which facilitate the development of monopoly; or 
which destroy fair competitive opportunity and prevent the survival of those 
who can organize and carry on the production of goods most efficiently. It is 
in this sense that the word" unfair" should be used in the Act. 

Without attempting to restrict the application of this test of "unfairness" 
by tlhe Commission, we feel that certain practices which we have examined 
should very definitely be considered "unfair" under the Act. They are so 
widespread and generally condemned that their complete prohibition by the 
Commission is justified. We refer specifically to--

(1) discriminatory discounts, rebates and allowances, 
(2) territorial price discrimination and predatory price-cutting. 

(t) The Procedure IUId Power fqr Trade Practice Regulatinn 
In outline, we think the procedure of the Commission, in its work of regu

lating unfair practices, shouJd be as follows. Either on its own initiative, or 
on complaint, the Commission would make sUICh investigation and hold such 
hearings as seems appropriate. Whenever any practice was found to be "un
fair," tlhe Commission should then issue an order" to cease and desist" from 
BUICh practice. If an " order" of the Commission were not obeyed, the Com
mission should then have the authority both to prosecute for the violation of 
the Act and also to apply to the Courts for an injunction against the continued 
violation of its order: There should be the right of appeal to the Exchequer 
Court of Canada from 1lhese orders within, say, ten days. Such an appeal 
should not act as a stay on c<X!lllpliance with the orders, and should be final. 

In more serious cases, instead of issuing a " cease and desist" order, the 
eommission might. at its discretion, prosecute directly under the Act for the 
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offence of competing unfairly. The Act should provide adequate penalties to 
make this procedure by iDlDlediate prosecution effective. 

This double procedure would seem to provide the CODlDlission with sufficient 
authority to prevent unfair competition. If, however, experience should prove 
that despite its utmost efforte, unfair price discrimination persisted (our evi
dence shows tlhis to be the most prevalent of unfair types of competition) then 
we recommend to the Trade Commission a thorough investigation of the 
feasibility of preventing such price discrimination by an amendment of the 
Sales Tax Act m the fasion set out in Annex X. 

Exposure to the light of day is just as effective in suppressing unfair trade 
practices as in checking monopoly. We recommend, therefore, that the Oem
mission be given the widest poss>ble powers of investigation "f, and publicity 
for, sucb practices. It should ,be required to publish tlhe results of its investiga
tions and of every major finding, and to require that firms or industries, where 
appropriate, publish their prices and discounts· Further, each decision pub
lished should state clearly the facts, the argument and the ruling, so that the 
reports would constitute a body of intelligible case law. But here again we 
should not wish to see the methods of the Commission too narrowly restricted 
by law. One of its main tasks would be to discover what technique could be 
made most effective in different types of situations, and to develop. such 
techniques progressively. 

There are many practices on the border line of unfairness. For the handling 
of these, and indeed where.it seems appropriate for the handling of many 
others, we recommend that the Commission be authorized to use a quite informal 
procedure. Without impairing the Commission's power to apply the utmost 
rigour of the law, it will often be· advisable to adjust complaints in an informal 
fashion. In such cases the Commission might function as a friendly Referee in 
business disputes, rather than as a judge or prosecutor. In fact, we regard the 
Commission's work in this field as in very large part educational. Although 
it should penalize those practices which are generally recognized as unfair 
and should generally prohibit those which can be demonstrated to be unfair, 
it should also assist· in the development of customary disapproval of other 
practices which might then become "unfair" in the accepted standards of 
business conduct. "It is one of the tasks of control to attach the sentiment of 
unfairness to all practices which violate the social purpose .... of competi
tion.up) Informal adjustments, appropriate publicity, and the use of fair 
trade conferences are the major devices for this educational work. 

(3) Fair Trade Conferences 
A fair trade conference is a conference of the members of an industry, called 

together by the Commission, either on its own initiative or at the request of the 
industry, to draw up a list of unfair competitive practices within the industry 
and to discuss ways and means for their eradication. 

We do not visualize in this procedure the enforcement of codes of fair practice 
on the industry concerned, but rather the encouragement by government of 
self-regulation of competitive practices and a method by which industry and 
the Commission could co-operate with advantage to all concerned. Further, 
when lists of unfair competitive practices have been agreed upon as a result 
of these conferences, they would simplify the Commission's work of determining 
what constitutes "unfairness" within the meaning of the law. This procedure 
would also help to remove the objection now so often levelled against the 
Combines Investigation Act that it prevents members of an industry 
co-operating with a view to the solution of competitive problems because of tbe 
difficulty of defining what is or is not" against the Interest of the public," and 

(1) Clark, op. olt., p. 155. 



272 ROYAL COMMISSION ON PRICE SPREADS 

the possible danger of prosecution under the Act. When fair trade conferences 
are called under official authority, with the results submitted to the Commission 
for official approval, there should be no hesitation on the part of industry to 
participate. 

(4) Co-operation 'with Boards of Trade 
Closely related to the establishment of standards of fairness in competition, 

is the work of commercial arbitration. The Boards of Trade Act authorizes 
each Board of Trade or Chamber of Commerce to set up Boards of Arbitration 
"which shall have power to arbitrate upon and make their award in any 
commercial case or difference which is voluntarily referred to them by parties 
concerned." It is submitted that this power might very well be exercised in 
conjunction with the Federal Trade and Industry Commission, and such Com
mission might use existing Boards of Trade or Chambers of Commerce with 
their Boards of Arbitration to investigate commercial disputes and develop 
a useful system of arbitration, which might in time grow into something similar 
to the French Courts of Commerce. It seems somewhat strange that, with the 
magnificent organizations of the Boards of Trade and Chambers of Commerce 
in our cities and towns throughout Canada, such little use has yet been made of 
them for this purpose. It is our opinion that these organizations lend themselves, 
in this and other fields, admirably to a co-operative administrative effort with the 
proposed Commission. The Federal Trade and Industry Commission and our 
Boards of Trade and Chambers of Commerce can, and should, be welded into 
a closely-knit organization to referee many types of commercial disputes. As 
this system develops the Commission might delegate many of its duties to such 
organizations, reserving for itself the right of final arbitration or decision on 
appeal. 

We do not anticipate the immediate abolition of all practices alleged to 
be unfair, for many of the suggestions made to us in evidence seem unwise in 
policy and impossible to administer. But we are strongly of the conviction 
that the Commission must be given the maximum possible power, gradually in 
the light of experience, to develop sound policies and effectivA methods for the 
complete suppression of the evils of unfair trade practices. 

In summary, the Commission, acting under broad powers, with right of 
appeal from its decisions, and assisted by Fair Trade Conference agreements 
and Boards of Trade, should be in a position, on the basis of decisions rendered 
and cases settled, effectively to regulate unfair trade practices and develop a 
law merchant for business and industry. 

f. Economic Investigation 
Another function of the Commission and one which we consider most import

ant, would be that of conducting general economic enquiries. A Commission 
of the kind which we have outlined above would, we think, be a most suitable 
organization to conduct investigations, not merely into unfair competitive prac
tices, but also into trade and business conditions generally. Possibly the most 
valuable feature of the Federal Trade Commission in the United States has 
been its work of economic investigation, though that has been hampered by 
certain legal difficulties which need not be anticipated in Canada. 

Much of the work that we have done could, indeed, have been submitted 
to a Federal Trade and Industry Commission, if one had been available. In 
Chapter I of our Report, we referred to the numerous requests for investigation 
into conditions in various trades and industries, which we were not able to meet. 
This, in itself, shows how great the need is, and how useful a permanent body 
might be to carryon such investigations. 

The greatest value of investigatory work of this kind is the publicity which 
it gives to the matter being investigated. Such publicity may often, of itself, 
provide adequate remedy for the problems involved or the charges made, and 
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therehy obviate the necessity of administrative action. We feel, therefore, that 
the Trade and Industry Commission should he required to publish reports of its 
investigations. For this, if for no other reason investigations should be under
taken by the Commission only after careful consideration and exhaustive 
preliminary preparation. Finally, this phase of the work of the Commission 
should he closely related to the facilities for general statistical investigation 
which the Dominion Bureau of Statistics now possesses. 

We are prompted, at this point, to emphasize that investigations of the 
kind we have outlined, or indeed, the search for a solution of any of the 
problems of public control of bus.iness, cannot be. successfully prosecuted ~thout 
more knowledge than is now avaIlable from offiCIal sources. More extensIve and 
continuous statistics and more complete analysis and interpretation are required. 
In connection with special matters, we have previously referred to this need for 
improved statistics. We would supplement these references with the following 
recommendations, which we feel bear directly on the work of our proposed. 
Commission, and which envisage close co-operation between this body and the 
Bureau of Statistics. ,. 

Up to the present, statistics of industrial production and distribution, though 
they are published in considerable detail, have been lacking in interpretation and 
analysis from a general point of view. In other words, there has been little 
study of the broader tendencies and characteristics of industry and distribution 
in Canada, supremely important as these tendencies are, and extensive as is the 
body of materials for such study now in existence. 

Such phenomena as the integration of industrial operations, the relationship 
of capitalization to real capital and of the latter to numbers of employees, the 
relationship of wages to salaries and of both to net production and prices, the 
relative productivity of capital and labour in large-<!cale and small-scale opera
tions, power supply in relation to the utilization of labour, etc., should be made 
subjects of special analysis from time to time. It is only by viewing the economic 
structure from such standpoints that much of the significance of current trends 
can be appreciated. 

Turning to wideI' fields, there are other factors and tendencies in the modern 
economic world that should be brought under systematic investigation and 
measurement. A subject of great importance is the distribution of the national 
income. As is well known, many aspects of the recent depression have been 
attributed by a certain school of thought to the mal-distribution of income or 
purchasing power. Some light would undoubtedly be thrown on this theory by 
adequate statistics showing the trend in savings and long-term debt, the effect of 
mechanization on wages, and other cardinal features in present trade and 
industry. 

In the Dominion Bureau of Statistics the Government has an organization 
planned for general statistical research involving a conspectus of the economic 
structure as a whole. The Bureau works in co-operation with the various 
Dominion and Provincial Departments having jurisdiction in particular sections 
of the field, but it is thought that its machinery would be strengthened and its 
usefulness enlarged if there were attached to its administration an advisory 
council somewhat similar to the central statistical organizations of other coun
tries-the Committee to include representation of Provincial Governments, and 
added representation of special economic interests ad hoc. Finally many of the 
gaps in our statistical information could be filled, in part at least, if there were 
made available to the Bureau the information now in the files of certain other 
departments, such as the Department of National Revenue. 

In short, we recommend that the general statistical work of the Bureau be 
considerably extended and that the Federal Trade and Industry Commission 
~houl~ ex~aust. the info~ati?n ayailable .in the Bureau before proceeding to its 
IOvestlgatJons IOta speCIfic sltuatlODs or Into problems of the general economic 
significance of various policies between which it must choose. 

97131-18 
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g. The Regulation 0/ New Securitie8 188ue8 
A final function of the Trade and Industry Commission should be the pro

tection of the investor. We have previously recommended several amendments 
of the Companies and other Acts, for which no new administrative provision is 
required. We have also recommended, however, the regulation of new security 
issues through a Securities Board. This new activity is so closely associated 
with other phases of the regulation of business practice, that the Board should 
constitute one of the divisions of the Commission. 

h. Conclusion 
In this discussion, we have not previously raised the question of constitu

tionality, which we simply refer to more competent authorities in the belief that 
what is necessary, from the point of view of economic and social policy for the 
Domiuion as a whole, can and will be made constitutionally possihle. 

We have heen forced by the evidence before us to conclude that the situa
tion calls for a frank recognition of the necessity of more state intervention in 
business. We have proposed various detailed remedies for particular situations, 
but these· alone are not sufficient. With a full recognition of the difficulties 
involved we urge that the problem be faced in a forthright and unified fashion 
by the creation of a Federal Trade and Industry Commission which, in summary, 
would have the following powers:-

(1) Administration 
(a) To enforce the Combines Act for the purpose of retaining and restoring 

competition when possible. 
(b) On instruction, to regulate monopoly. 
(c) On instruction, to sanction and supervise agreements to modify cut

throat competition, and thereafter to regulate such industries. 
(d) To prohibit unfair competitive practices. 
(e) To supervise generally, or co-operate in the administration of exist

ing laws relating to merchandising and business practices for which no 
other agency exists . 

. (f) To administer new laws for the protection of the consumer. 
(g) To administer the regulation of new security issues for protection of 

the investor. 
(h) To co-operate with Chambers of Commerce and Boards of Trade in the 

development of commercial arbitration or ,the refereeing of business 
disputes. 

(i) To co-operate with other Government agencies, whether federal, pro
vincial or municipal, in the solution of trade and industrial problems. 

(2) Advice 
(a) To Government 

(i) To recommend to the Governor in Council the recognition and 
regulation of monopoly in special situations where competition can
not be restored. 

(ii) If so requested by an industry, and after investigation, to recom
mend to the Governor in Council the granting of powers of "self
government" in special situations where competition seems undesir
able. 

(iii) To recommend to the Governor in Council such regulatory measures 
as each such situation seems to require under (i) or (ii). 

(b) To Industry 
In co-operative, trade practice conferences to advise industry and 

secure its advice ahout the elimination of unfair trade practices. 
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(3) Investigation and Publicity 
(a) Full power to inquire into the organization and practices of any indus-

try. 
(b) General economic investigation. 
(c) Full publicity to the results of any investigation. 
(d) Authority to require that firms or industry published such information 

about prices or other matters as may be in the public interest. 
We recommend, that is to say, not only the most complete maintenance or 

restoration of competition, wbere that is possible, but also gradual, progressive, 
and effective regulation in that growing field of business enterprise where mono
poly or imperfect competition will continue inevitably to develop, and, if unregu
lated, will continue to exploit the primary producer, the wage-earner, and the 
consumer, in the shameful ways so often disclosed by the evidence before us. 
We propose the first steps to the goal that has been well described as "the 
socialization of monopoly and the civilization of competition." Unless we can 
achieve this goal in the reasonably near future, there may well be forced upon 
us changes in our economic, social, and political organization beside which our 
proposals, important as we believe them to be, will pale into il1!!ignificance. 

(Signed) W. W. KENNEDY, 
Chairman, 

H. H. STEVENS, 
J. L.BARIBEAU, 
THOMAS BELL, 
O.L.BOULANGER,* 
A. M. EDWARDS, 
SAMUEL FACTOR,· 
JAMES L. ILSLEY,* 
D. M. KENNEDY, 
MARK SENN 

• Meaera. Bou18nger~ Factor and Ilaley have signed the Report subject to the reservation. 
nt forth in the memorandum which followa immediately. 

Pill-lSi 



MEMORANDUM OF RESERVATIONS 

By Messrs. Oscar L Boulanger, Samuel Factor, and James L Deley 

Although we concur in the main with the report, we feel that there are 
parts of it from which we should record our dissent. There are other parts 
where we are not in complete agreement with the text, but to which reference 
in detail would serve no useful purpose. Finally, there are sections which, in 
our opinion, place too much emphasis upon relatively unimportant matters and 
in others there are omissions of what we regard as significant facts and con
clusions. We feel that, in part, this general situation in the report has developed 
because of the failure to follow logically the statements and implications con
tained in Chapter II which sets out the general economic principles involved. 
We are in entire concurrence with this Chapter and feel that our reservations 
are more in keeping with its spirit than are the corresponding parts of the 
majority report.. In the following addendum we set forth our main points of 
dissent but before dealing with the chapters seriatim we desire to make the 
following general observations. 

First, the report does not, in our opinion, sufficiently stress the importance 
of external trade in the Canadian economy. We believe that possibly the 
greatest single cause for the distress of the primary producers and the working 
population of this country is the collapse of our .external markets and our foreign 
trade in or about the year 1930. We think that Mr. Young, in his dissenting 
report, traces correctly the root causes of the distress of the nation and that 
the majority report fails to lay sufficient emphasis upon these fundamental 
factors. We feel that the distressed farmer or workman reading the main report 
would conciu(le that the remedies suggested there, which are after all palliative 
in nature, will solve his problems. This result would be most unfortunate, for 
until there is a restoration of international trade these problems will not be 
solved. If external trade remains at its present low levels, or sinks to lower 
ones, this country will have a more greatly reduced national incolne and 
consequently lower standards of living. No redivision or redistribution of the 
national income-whatever it may achieve in the way of equity-can possibly 
prevent such a reduction. We desire to make this point perfectly clear for it 
is not given sufficient weight in the majority report. 

Secondly, in parts of the main report there is a disposition to regard prices 
as being easily controllable by regulative measures of one sort or another, such 
as marketing schemes, regulation of business practices of large corporations, 
and control of corporate profits. We have been impressed time and again by 
the evidence presented before the Commission that such regulative measures 
have, and can have, only a very slight effect relatively upon the principle of 
supply and demand. Our point may be illustrated by a brief reference to the 
tobacco and live stock industries. 

If there is one industry in Canada which lends itself to the adoption of a 
marketing scheme it is the tobacco industry. In respect to it a very ingenious 
marketing scheme has been agreed upon by the primary producer, the merchant 
buyer, and the manufacturer, under which the price was fixed at 25c a pound 
for the crop of 1934, whereas in 1933 it had been approximately 19c. We do 
not know to what extent this increase can be attributed to marketing control, 
for there was, in 1934, an increase in the price of tohacco in the United States 
to a level approximately 100 per cent higher than that of the years before, result
ing in a demand in the English market for Canadian tobacco at prices higher 
than those fixed by the Canadian Marketing Agreement. As Canada produced 
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a surplus for export, which was purchased by the English buyers, this factor 
would have brought about in any event the iocrease which took place in the 
price of Canadian tobacco, a result to which the substantially smaller crop of 
1934 would have also contributed. From this it can be seen that there were 
numerous factors at work, all of which would have contributed to increasing 
the price of tobacco even though the marketing technique io the iodustry had 
remained unchanged. 

In respect to live stock it may be noted that the price of hogs in Canada 
remained at low levels until artificial scarcity occurred in 1933 in the English 
market because of the operation of the quota system on bacon. The effect of this 
was to increase the price of bacon in Great Britain, and consequently the price 
of hogs in Canada rose. It appears to us that without some such influence on 
supply or demand, or both, the same result could not have been attained. 

Recently the relative scarcity of cattle in the United States has caused a 
rapid increase of prices there, with immediate effects upon Canadian cattle 
prices; these effects could not have been brought about by anything short of an 
alteration in fundamental market conditions as distinguished from marketing 
methods. 

The three instances cited above all illustrate the rapid and irresistible 
operation of the law of supply and demand. It would be a mistake to 
minimize the importance of this lal'( and to lead the producers of this country 
to believe that superficial and palliative measures, useful as they may be, would 
do for them what a fundamental alteration of market conditions will do. Except 
in so far as we dissent in these reservations from the recommendations of regula
tive measures contained in the main report, we agree with them; but we do 
not wish to over-emphasize their power to alter the fundamental and underlying 
conditions. Regulative measures must playa relatively unimportant part when 
compared with the general and powerful forces to which we have alluded. 

Thirdly, it follows that the problem of the primary producers of this country 
is lack of profitable markets. The importance of markets as distinguished from 
marketing methods cannot be over-stressed. We do not, of course, deny that 
that the most efficient. marketing methods should be adopted, but we feel that 
this relatively less important aspect should not be exalted over the vitally 
important one. There is, in our opinion, some tendency to do this in the main 
body of the report. 

Fourthly, we would emphasize that there is no easy or effective regulation 
of monopoly, or quasi-monopoly, by government intervention. If competition 
practically disappears, io spite of every effort to preserve it, and monopoly 
develops, there is a more effective remedy at hand than regulation. We refer 
to a lowering of tariffs to permit foreign competition. Unless the monopoly is 
iotemational in character, this remedy should prove effective. The customs 
tariff should not be regarded as something sacrosanct, but as a servant to be 
used for the protection of the public interest in free competition. 

Fifthly, we feel that throughout the report there is a tendency to consider 
inadequately the interests of the consumer as such. Although we realize that 
the tendency of the present time is not to think of consumers as a coherent group 
but rather to think of the various subdivisions of society entirely in the capacity 
of producers, there is still a general problem here worthy of consideration. As 
we see it, our problem is not only to increase the income of certain groups, which 
idea seems to dominate the main report, but also to increase the total income 
of the country. Therefore, we consider that if the Commission which the 
report recommends should ever be involved in fixing prices, these prices should 
be altered downward, not upwards. We realize that there is a demand today 
that prices be raised, but the problem is not exclusively one of raising prices. 
It is mainly a problem of equalizing various price groups, and if it is urged 
that some prices should be raised, we wish to point out with equal force that 
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prices of many monopoly and semi-monopoly goods should be lowered. We 
feel that one of the greatest dangers of the present monopolistic concentration 
in industry and commerce in Canada is that the large organizations will fix 
prices at levels which are not too low, but too high; in this way the generai 
consumer interest may be injuriously affected. Mr. Young, it may be noted 
very pertinently points out in his dissenting report that the main general interest' 
as distinguished from particular interests, is that which we generally describ.: 
as the consumer. 

It will he realized that the above view of the functions of the Federal 
Trade and Industry Commission is at variance with that expressed in pam 
of the report. At this junction, however, we should like to point out that the 
view expressed here is a logical development of the principles enunciated in 
Chapter II of the report. It is our firm conviction that the Commission's 
function, in so far as it is to interfere with prices, should be to unfix and unpeg, 
rather than to fix and to peg prices. 

With these general observations in mind we now address ourselves to the 
main report, expressing our dissent at those points which we regard as significant. 
It should be fully understood, however, that where we do not dissent, we are 
in general accord with the report, subject to the foregoing general observations. 
. We concur in Chapter IV with the exception of that section devoted to 
the meat packing industry, concerning whic!> we shall make certain observations 
in our discussion of the live stock producer ·(Chapter VI) . 

We concur in Chapter V, Labour and Wages, with very minor exceptions. 
In many of the industries investigated the working conditions disclosed were 
shocking, and with all the recommendations set out in this chapter and designed 
to improve those conditions, we are wholly in accord. We are of the opinion, 
however, that the section of the chapter relating to the effect of mass buying 
on labour fails to point out a significant and important fact. The activities of 
the mass buyers may have been harsh and selfish, but when consumption declined 
in 1930 and the succeeding years, due to loss of consumer purchasing power, 
they were instrumental in actually creating more employment in certain industries 
than would otherwise have been the case. This is particularly true, we think, 
in the furniture, clothing and, possibly, the boot and shoe industries, where 
the mass buyers' activities had very marked effects. The advertising of cheap 
goods at special sales, the successful and continuous pressure on the buying 
public to purchase, did, we think, have the effect of forcing into consumption 
a substantially greater volume of goods than would have been the case had 
these activities not been carried on. The result was that in the depression period, 
more workers were employed in producing these goods, though at a lower wage 
level, than would otherwise have been the case. For the labour directly employed, 
it would probably have been better for the wage level to have been maintained. 
Such a policY, however, would inevitably have resulted in less employment. 

Though we are fully aware of the complexities and difficulties of this 
question of wage levels and their effect on consumption and employment, we 
desire to express here our opinion that employment, though often at disgracefully 
low wage levels, was indirectly provided by the mass buyers and their price
hammering tactics. To omit this fact would be to give an incomplete picture 
of the situation. 

In respect to Chapter VI, we do not concur with any proposals or recom
mendations which, if carried into effect, would result in two price levels, domestic 
and foreign. In plain language, this merely means maintaining by government 
action a fixed price at home for certain selected commodities, and "dumping" 
the surplus abroad. Apart from the complexities of administration and execution 
involved in such a policy and its very doubtful efficacy, even as a palliative, 
we would point out that official recognition and encouragement of such a policy 
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of "dumping" might well provoke those retaliatory measures from foreign 
countries which we, ourselves, have shown such zeal in applying when goods 
are being imported into Canada. 

With much of the section of Chapter VI dealing with the Livestock Producer, 
we are in disagreement; a disagreement which covers also part of the section 
of Chapter IV on the Meat Packing Industry. 

In some instances, the evidence is not in our opinion correctly interpreted; 
for example, the statement in Chapter VI, to the effect that the evidence showed 
that trucked-in stock brought the farmers generally a much lower price than that 
sold otherwise, is inaccurate. The evidence on this point, as we read it, was 
rather to the effect that the dressed cost to the packer of. trucked-in stock, was 
lower than the cost of that purchased otherwise--a very different thing. There 
are other statements in this section to which we could take similar exception. 
We are not however, so much concerned with isolated statements in these 
chapters with which we disagree, as we are with the major contentions and 
recommendations contained therein. As to these, we offer the following observa
tions, not dogmatically, but as our considered opinions. 

The majority report overstresses the monopolistic character of the Packing 
industry. The competition therein is still considerable. About 50 per cent of 
the livestock is purchased by buyers other than the packers. Among the packers, 
Canada Packers holds, it is true, a dominating position, but there is, we think, 
real competition between that company, Swift's, Burns, Gainer's, Wilsil's, Hun
nisett's, and the smaller packers. There was direct evidence of such competition. 
The evidence to the contrary related to understandings between packer buyers 
at the stock yards. These arrangements do not appear to have been hard-and
fast, or binding, and we think that they would have been broken by any packer
buyer if they prevented him from obtaining the supplies required. Nevertheless, 
any further concentration in this industry would be dangerous. The resulting 
evils of monopoly would be very injurious and every precaution should be taken 
against such a development. 

"Regulation of supply" is listed as one of the objectives of Governmental 
endeavour. We gather from the context that this means that farmers should 
be prohibited from selling cutters and canners and "old and thin" stock, for 
meat. We are opposed to this prohibition. No one has suggested that this low
quality beef is not nutritious. To prohibit the sale of this beef would deprive 
hard-pressed farmers who have it to sell, of part of their income, and it would 
mean that poor people who can now buy this low-quality but nutritious beef 
very cheaply, would be deprived of the benefits of cheap food. We agree that 
the most thorough steps should be taken to keep diseased meat off the market, 
and also to prevent the sale of poor-quality beef as good-quality beef, but this 
is as far as we should like to go. 

We are not satisfied that direct shipments "break down" stock yard prices, 
at least to the extent indicated by the majority report. While it is true that 
direct shipments reduce packer-demand on the yards for live stock, it also 
reduces the supply proportionately, and it is quite possible that the net result 
on stock yard prices is negligible. A more valid objection to direct shipment 
of a large proportion of live stock to the plants is, we think, the resultant decrease 
in business done on the yards, and the consequent effect on stock yard charges, 
which are, of course, likely to be increased-the fixed charges being the same 
and the number of head going through the yards being smaller. 

We do not consider ourselves justified on the evidence in concurring in the 
recommendation that fees to Commission Agents should be partially changed to 
a percentage basis. This would probably be advisable if live stock prices were 
stable. There have, however, been wide fluctuations in recent years. If the 
percentage were fixed at a level sufficient to give the agent a fair return for 
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his labour at a time of abnormally low prices, he would receive much more 
than a fair return for his labour in a period of high prices. In this event the 
farmer would lose, rather than gain, by the change. Moreover, if the agent 
is paid on a percentage basis, he will get much less in some cases than others 
for the same work. There is the same work in selling a car of cutters and canners 
as in selling a car of choice steers-perhaps more. 

There appear to be too many Commission Agents in some of the yards. 
This would indicate that the fees at the present time may be at too high a 
level. This is the situation that should be corrected, rather than the basis of 
fees. There is a strong incentive now to Commission Agents to get as good 
a price as possible, so that they will retain and extend their business. We doubt 
if the additional incentive afforded by a percentage basis would be more than 
negligible. We concur in the recommendation that Commission Agents should 
be licensed directly by the Dominion Government. In particular, their numbers 
should be more carefully controlled. 

While we think the evidence justifies a careful review of the price differ
entials between hog grades, with a view to having them fixed on the fairest 
possible basis, we doubt whether a change, as recommended, would give the 
farmer any greater return in the aggregate for his hogs, or result in the packer 
paying any more for them. The probability is that the packer would instantane
ously adjust himself to the changed differential and pay on a basis that would 
involve the same outlay for hogs as on the old basis. The persons to whom a 
change of differential would be a benefit or a detriment are not the packers 
but the producers of the respective grades. Differentials that are too great 
operate unjustly against the producers of low-grade hogs, and differentials that 
are too small, operate unjustly against the producers of high-grade hogs. 

We agree that farmers should be free, if they wish, to sell their hogs grade 
by grade, and we think that this may bring into play some additional competition 
from wholesale butchers, etc. Care must be taken, however, not to do away 
with the incentive to produce high-grade hogs, and the farmer should continue 
to be free to sell his bogs by the carload or lot, if he wishes. 

We are of opinion that rail grading should be compulsory. Where adopted, 
this system has had the effect of giving the producers of high-grade hogs a better 
return. It is a much more exact method of grading than grading on the hoof. 
Every country, except Canada, shipping bacon to Great Britain grades hogs 
on the rail. 

We do not concur in the recommendation that all cattle be graded. for the 
following reasons: (1) We have received no complaint that cattle are dishonestly 
or inaccurately classified at the present time. (2) The Commission Agents on 
the stockyards now bargain with the packer-buyers as to the price of the cattle, 
and are probably as good judges of the grades as the packer-buyers. (3) If 
Government graders were put into the packing houses, as well as on the yards 
to grade the cattle, direct shipment of cattle to the packing plants would increase, 
which, we think, would be unfortunate. (4) The institution of a system of 
cattle grading would further expand the number of Government employees, 
and the burden on the taxpayer. 

We agree, however, with the recommendation that cattle should be graded 
for export, provided this means that qualitative regulations applicable to cattle 
for export should be made and enforced. In other words, there should be a 
standard up to which export cattle should be obliged to measure. 

On the evidence, we are unable to come to the conclusion that a further 
IiIl'Jtation of the amount of bacon to be called Grade A, would be advantageous. 
The probabilities are that the packing companies are getting as much as they 
oan for export bacon. The packers, we think, benefit, both from a rising market 
and from high prices, and not from a falling market and low prices, and it is 
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reasonable to assume that the nomenclature they apply to the bacon exported 
is fixed as nearly as they can determine in the interests of the maximum possible 
returns from the British market. If, say, 25 per .cent instead of 75 per cent of 
the bacon exported were called Grade A, this 25 per cent would doubtless bring 
a higher price than the 75 per cent, but we are unable to see how the total 
return for all the bacon sold in Great Britain and Canada would be affected in 
the slightest degree by this narrowing of the A Grade. 

The majority report appears to suggest that the existing channels of distri
bution of Canadian bacon in Great Britain should be in some way interfered 
with, or altered. We cannot agree with this suggestion. The distribution 
machinery of Great Britain is of long standing, and can be thrown out of gear 
very easily by indiscreet meddling on the part of overseas interests. We have 
already in another connection experienced unfortunate results from such inter
ference. The important preferences which we have in the British market, 
should not be jeopardized by ill-timed efforts to improve the internal distributive 
arrangements in Britain. The packing interests of this country have, presum
ably, made such arrangements for the marketing of their bacon as net them tbe 
highest return, and we doubt the wisdom of interfering with those arrangements. 

We agree with tbe recommendation that direct shipments to packers' yards 
be subject to the same rules of weighing and publication of prices and deliveries 
as the public stockyards, adding merely this word of caution that, if this is 
done, we may expect more direct shipments, rather tban fewer, as one of the 
existing reasons for selling through the stockyards, would disappear. We 
disagree, however, with the recommendation that shipments to packers' yards 
be subject to the same rules of sales competition as shipments to the public 
stockyards. As we understand this recommendation, it means that direct ship
ments are not to be prohibited, and that farmers will still be free to sell their 
livestock by private treaty to the packers at their plants, without putting them 
through competitive bidding. Many farmers ship direct to avoid the expense 
of such bidding. The provision of the same facilities for sales competition at 
the plants as now exist on the public stockyards, would, in effect, mean that 
every packing plant' in Canada would have to fit its yards up as public stock
yards, subject to the provisions of the Livestock and Livestock Products Act. 
We have no estimate of the cost of this. Whatever it may be, it would eventually 
be passed on by the packer either to the farmer or the consumer, or both. The 
provision of competitive bidding facilities in every packing plant would involve 
a duplication as costly as it is unnecessary. We invite consideration of what would 
occur,-for example, in Toront{) and Winnipeg. Moreover, these intra-plant 
stockyards would not be used. The farmer shipping direct to avoid yard charges, 
would not use them. The farmer desiring to sell on the yards, would use the 
stockyards already provided, where there would likely be more competition 
among buyers. We understand that if this recommendation were carried out, 
at least 35 packing plants in Canada would have to make important alterations 
in their yards, converting them virtually into public stockyards. There are a 
few points where there are no public st{)ckyards, such as Kitchener, Stratford and 
Hamilton. If competitive facilities are to be furnished at these points, it should 
be by the establishment of public stockyards in the regular way, rather than by 
the provision of competitive facilities at the plants. Indeed, the principle of 
packer ownership of stockyard premises, is wrong, and should not be extended 
by the carrying out of any of such recommendation as the one in question. More
over effort should be directed toward the elimination of duplication, not its 
extension. 

The main recommendation of the livestock section of the report provides for 
the establishment of a Board of Livestock Commissioners. That recommendation 
we cannot accept, 
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We are only too anxious to support any proposal that would help the Live
stock producer. Like other primary producers, his plight has been desperate 
and he is deserving of every possible assistance that government can afford him. 
At the same time we feel that proposals which hold out high hopes of beneficial 
results which cannot in fact be realized, can only bring disillusionment and 
further despair. 

It is for this reason that we disagree with and doubt the wisdom of the 
recommendation for setting up the above mentioned Board. Our specific reasons 
for such disagreement are as follows::"'" 

The duties of the Board enumerated in the majority report,-in so far 
as these are not what we consider improper, for the reasons mentioned above, or 
so vague as to be virtually meaningless,-are, in our opinion, all duties of the 
Department of Agriculture. It should be remembered that the promotion of the 
interest of livestock producers, is one of the main functions of the Dominion 
Department of Agriculture, and of every Provincial Department of Agriculture 
in Canada. A department of the Canadian Government is divided into branches, 
and branches into divisions. There are three branches of the Department having 
to do more or less with livestock, the Livestock Branch, the Health of Animals 
Branch, and the Experimental Farms Branch. The Livestock Branch has three 
divisions, as follows: (1) Livestock Market Services, including the administra
tion of the Livestock and Livestock Products Act, with regard to supervision of 
central livestock markets (stockyard facilities and services, and operations of 
sales agencies), hog grading and publicity and statistical services regarding all 
phases of livestock marketing; (2) Livestock Field Services, including activities 
concerned with the improvement in production, breeding and feeding of cattle, 
sheep and swine; grading and distribution of pure bred sires; Boys and Girls 
Clubs; beef and bacon grading; record of perforinance of dairy cattle; and 
(3) Poultry Services, including production, inspection, grading, pUblicity and 
marketing activities concerning eggs, poultry and dressed poultry. 

All these branches are adequately, and we think, efficiently staffed. In the 
Livestock Branch alone, the outside staff numbers 187 permanent and 86 tem
porary employees, with the addition of about 80 seasonal employees at certain 
periods, and the inside staff numbers 52 permanent and 13 temporary employees. 
It is undesirable to expand the Civil Service except in a case of clear necessity, 
and we are not satisfied that any such necessity exists. If the producers desire 
to organize under the Natural Products Marketing Act, that is a matter for 
themselves, and their scheme or schemes will, we assume, be dealt with by the 
Dominion Marketing Board and by the Governor in Council, on their merits. 
Meanwhile, a recommendation that a Board be arbitrarily imposed upon the 
industry from above is one that we cannot concur in, and strongly oppose. 

With that part of Chapter VI, dealing with the Fishing Industry, we are 
for the most part in thorough agreement. The earnings of the fishermen of 
Eastern Canada are distressingly low, and every possible step should be taken 
to increase them. We do not think, however, that the disparity in bargaining 
power which the majority report stresses, is nearly as important as the lack of 
markets. The all-important market for fresh fish is the United States market. 
By far the greatest benefit that could be conferred on the fishing industry of 
Eastern Canada, would be free access to that market. Failing that, the supply 
so easily outstrips the Canadian demand that prices for fish marketed in 
Canada are insufficient under present conditions to yield the fisherman a living. 
Not all the hargaining power in the world can alter that fact. As to fish marketed 
abroad, foreign markets are bad, for reasons set out in the Report. While we 
agree that every possible improvement in marketing methods should be made, 
we feel that all such improvements are of minor importance as compared with 
the widening of markets. To pretend otherwise, is to delude the fisherman with 
false hopes. 

The main recommendation of the Report is that a Fisheries Control Board 
be set up under the Natural Products Marketing Act, either on the request of the 
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fishing industry itself or, in the absence of such request, by tbe Governor-in
Council, this Board to include processors, as well as primary producers and 
to have control over all branches of the fishing industry. This Board would 
leave the marketing of fish in private hands, but would intervene from time to 
time for the purpose of eliminating the more pressing disabilities. The successive 
steps which it is suggested the Board might take are enumerated in Clauses (a) 
to (g) in the concluding section of this Chapter of the majority report. A system 
of licensing is proposed as a means of exercising administrative authority. At 
least five local Advisory Committees are to assist the Board, each Committee 
dealing with a branch of the industry. This proposal deserves, and has received 
from us, careful consideration. We have approached it in a spirit of receptivity, 
and of sympathy with the efforts of those striving to help the fisherman, whose 
interests we are most sincerely anxious to advance. It is, however, our matured 
opinion th at the scheme would do more harm than good, for the following 
reasons: 

There are so many branches of the industry, each with different problems, 
that one marketing board controlling them all, could not work effectively. Any 
organization for marketing should start from those engaged in the respective 
branches. The problems of each branch could then be dealt with by those 
familiar with such problems, and marketing plans or schemes could be worked 
out in a definite way, setting up such mechanism and objectives as thought fit 
by practical men engaged in the business. For example, the smoked herring 
fishery of Grand Manan might be advantageously organized for better marketing. 

Then too, we doubt the practicability of including fishermen and distributors 
in tbe same Board. The distributors seem to feel very strongly that their market
ing methods should not be interfered with by a Marketing Board, which would 
doubtless, at times be discouragingly slow-moving and, at other times, arbitrarily 
speedy. The marketing of fresh fish is difficult and complicated. The product 
is extremely perishable. There are many competing food products. Consump
tion fluctuates widely with consumers' purchasing power and consumers' taste. 
Tbe price of competing foods has an important bearing on the quantity and 
price of fish sold. As a result, those engaged in distribution can have few set 
rules. A wide knowledge of markets all over the United States and Canada is 
required, as well as the ability to make rapid and rigbt decisions, and the 
capacity for adaptability to sudden changes in conditions. A business such 
as this is not suited to marketing-board operation. If the Board intervenes to 
any extent, the sensitive marketing mechanism is thrown out of gear and 
markets are lost, with disastrous results to the fisherman. 

For these reasons, those engaged in the distribution of fish are strongly 
opposed to Governmental or Board interference with their marketing activities. 
This attitude is only material in so far as it bears on the fisherman's welfare, 
for we are looking at the problem from his point of view, but the retention and 
extension of the market is the foundation upon which the fisherman's livelihood 
depends. Therefore, we fear that well-meant, but inept intervention by such a 
Marketing Board as is recommended, might damage or even paralyse the entire 
fresh fish industry, with the result of still greater distress for the thousands of 
fishermen on the coasts of eastern Canada. 

Furthermore, we do not know how the fish companies of Nova Scotia ean 
he compelled to co-operate either with each other or with the fishermen. Co
operation must be, at least to a large degree, voluntary. We think, therefore, 
that the emphasis should rather be laid on the encouragement of the co-operative 
efforts that are being made by the fishermen themselves. The Reverend Dr. 
Coady told us something of these efforts. He and his associates have rendered 
highly valuable services to the fishermen in organizing and encouraging co
operatives. These are, however, producers' and consumers' co-operatives, each 
one restricted in territorial scope and operating on a principle very different 
from that which would govern a large organization of producers and distributors. 
Dr. Coady, in his evidence stated that any steps towards organization of the 
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fresh fish business and the marketing of fresh fish, should be taken very 
cautiously. He did not suggest that they should be in the direction of a Market
ing Board such as is proposed. Indeed, it is a striking fact that, although the 
fishermen who presented their case to the Commission, had leadership and advice 
in its preparation, they did not submit any marketing scheme or plan of 
organization. Had any such scheme been practicable, it is reasonable to con
clude that it would have been so submitted. There is a noticeable lack of detail, 
both in the evidence and in the majority recommendation, as to the proposed 
Board. It is too general in character to be helpful. We would not be justified 
in concurring in a recommendation to set up a Board with such vague and unde
fined functions. On the contrary, organization should be initiated by those in 
the industry who have something definite in mind, and should to a great extent 
be governed by the principles of self-regulation and self-discipline. 

We have read with interest Clauses (a) to (y), enumerating the steps the 
Board might take. Agencies already exist, or are elsewhere proposed in this 
report, for the discharge of these duties. The elimination of consignment ship
m~nts, of "cut-throat" competition and other unsound trade practices, would be 
desirable if possible but, although these practices have been under fire for many 
years, no definite proposal for their elemination has ever been made, nor is one 
made in the report. 

As to licensing, we do not know what the majority report contemplates, but 
a Board would undoubtedly have to resort to licensing if it were really to control 
the industry. Control of distribution, in order to control price, would involve 
control of production. The licensing of fishermen and the restriction of fishermen 
to quotas of catch, would doubtless follow. This is not practicable, nor would 
it be welcome. 

The fish trade should be kept under vigilant surveillance and the remedies 
provided by the Combines Investigation Act should be promptly and vigorously 
applied when necessary, to preserve real competition in the buying of fish. We 
think that, despite suggestions to the contrary, there is a fair measure of com
petition at the present time. Destruction of this competition either by monopol
istic combination or by Governmental intervention, would be most injurious to 
the fisherman. The strengthening of the administration of the Combines Investi
gation Act, later recommended in this report, should prove of value to the pro
ducers in this connection, and should prevent the development of abuses in the 
purchase and handling of fresh fish by the distributors. 

For these reasons, and because costly extension of Governmental or semi
Governmental Commissions and Boards (in danger of being carried to excess at 
the present time) is undesirable unless imperative-we cannot concur in the 
recommendation in question. 

We have signed Chapter VII, Distribution, subject to the following reser
vations:-

We frankly admit that there is much to be said for what our Report describes 
as "the persuasive argument often advanced in the defence of mass buying"; an 
argument which contends that when the farmer has lost the greater part of his 
income due to the collapse of essential foreign markets, the goods which he buys 
must be made cheaper. We admit that it would be better to raise the price of 
what he sells rather than to lower that of what he buys. Efforts of governments 
in recent years however directed to the raising of agricultural prices, have, for 
the most part failed. They certainly have not succeeded in Canada. We, there
fore, cannot feel sanguine over the possibility of helping the farmer by this 
method. In respect to the alternative, therefore, we cannot help but feel that 
agencies such as mass merchandisers have to some extent rendered a social service 
in forcing prices down sharplY and promptly at the beginning of the depression 
to the benefit of the consumer. We admit this without prejudice to our con
demnation of those unfair competitive practices which have crept into the mass 
merchandising system, and to which we refer more fully below. 
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One practice, that of loss leaders, has, we think, been overstressed as a factor 
in depressing prices to the primary producer. We agree that as sometimes used, 
this practice should be condemned but we would like it clearly understood that 
our disapproval in this connection does not imply any approval of the policy 
of resale price maintenance. 

Finally, we would prefer to phrase the conclusions to Chapter VII as fol
lows:-

First, by reason of certain economies it has effected, large-scale merchandis
ing has won for itself a permanent and important place in our economic system. 
Sympathy for those individuals injured or displaced by this development should 
not obscure the net gain which has resulted from the application of improved 
business methods in merchandising generally. More scientific buying, better 
credit control, better accounting methods, and other characteristic economies, 
first introduced by large-scale merchandisers are economically desirable, and are 
now accepted as such by all merchants. 

Second, the development of mass merchandising has not resulted in unquali
fied social gain. Like any other social change, its benefits and services have been 
mixed with some losses and disservices. Such losses centre around the gradual 
di.appearance of the personal factor in business. 

Third, despite this general change, there is strong evidence that, in the field 
of merchandising, this personal factor is still so cherished that, even in modern 
life, there remains a definite place for efficient individual merchants. Despite 
the rapid growth of chain and department stores during our last period of pros
perity, there seems to be no reasonable ground for the fear that a small group 
of large corporations can preempt the entire field. Large-scale organizations 
anywhere, but especially in a field still relatively so little subject to standardiza
tion of product and service as merchandising, reach a point of development at 
which operating and managerial efficiency is at its maximum and beyond this 
point they cannot profitably expand. 

Finally, mass merchandising has thrown into clear light and in some cases 
has induced certain "unfair" practices. Some of these, price discrimination, 
secret and discriminatory rebates, loss leaders as sometimes used, unearned 
advertising allowances, and discriminatory free deals, are, we agree, unfair in 
the economic sense; others such as deceptive packaging, misleading advertising, 
and short weighing are unfair in the ethical sense. We condemn these, but feel 
that such condemnation need not, or should not be extended to mass merchan
dising, as such. 

We are in general agreement with the recommendations contained in 
Chapter IX. We must dissent, however, from recommendation (c), which gives 
the proposed Federal Trade and Industry Commission the power to recommend 
that comhination be allowed in a competitive industry. We realize that when 
this recommendation is read in conjunction with the section of the Chapter deal
ing with the problems of control, it (recommendation (c» may appear to have 
less significance than when it is read alone. Nevertheless we are of the opinion 
that this recommendation tends in the wrong'direction and is not sound. 

Industries which ask for such power usually want it-despite assurances to 
the contrary-for one purpose, and that is to control prices. We have stated 
before, and need not repeat here, that such price control is generally undesirable. 
If a competitive industry is in a chaotic condition-then the quickest and in the 
end the least injurious method of recovery is to allow economic forces to work 
themselves out. There is abundant evidence available to support this view. It 
seems to us that many of the economic problems raised in the evidence given 
before us, arose primarily out of, and were manifestations of, monopolistic power. 
And indeed, much of the main report has been directed to the solution of this 
very problem. Therefore, it seems illogical to permit, and indeed, to assist by 
law, these very conditions of monopoly which have led to so much difficulty. We 
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can see no sufficient reason for sanctioning such power, especially in view of the 
difficulties in the way of monopoly control. It may be possible that experience 
may in time demonstrate the need for it, but for the present we most strongly 
oppose this recommendation. 

It may be objected that to confer on the Commission (as is done in recom
mendation2) the power to recommend that specific industries be declared 
monopolistic, exempt from the operation of the Combines Investigation Act and 
subject to regulation by the Commission, is itself to countenance, approve and 
sanction monopolies. We do not view the recommendation in this light. We are 
strongly of the opinion however, that no industry should be declared a monopoly 
unless all attempts to restore competition and make it a competitive industry 
have failed and unless it is clear that all su<;.h attempts are likely to fail. It is 
only in these instances, which we hope will be very rare, that the Commission 
should recommend that the industry be declared a monopoly and subject to 
regulation as such. It should be realized that to declare an industry to be 
monopolistic in character, and therefore subject to Commission regulation, is to 
make an exception to the rule that competition alone should be the regulating 
factor. As our whole competitive economy is based upon the desirability and 
reality of competition between the industries responsible for the bulk of the 
production and business of the country, no industry should be enabled by 
application to the Commission to change its status and thereby qualify itself 
for exceptional treatment, which in some instances might possibly be of advan
tage to it, without solemn sanction by some governing body or institution. The 
majority report recommends that this governing body or institution should be 
the Governor in Council; we think it should be Parliament itself. There are 
situations in which prompt action is imperative and in which such action should 
be taken by the Governor in Council; but this is not one of these situations. In 
the very nature of the case there will be no great urgency, no need for emergency 
action. There will first be the fullest investigation of the industry; next there 
will be a recommendation by the Commission, and there seems to be no good 
reason why the matter should not then remain in statu quo until Parliament 
considers the evidence and the recommendation, and gives its sanction, after 
such debate as may be considered necessary to that fundamental alteration in 
the status of the industry which will be involved in declaring it a monopoly. 

We should like to point out an apparent duplication of jurisdiction if the 
majority recommendations are carried out. Under a provision of the Natural 
Products Marketing Act the Governor in Council, upon the recommendation of 
the Dominion Marketing Board, has the power to approve of schemes for the 
regulation of the marketing of certain manufactured products. We are informed 
that under this provision several important manufacturing industries have 
applied to the Dominion Marketing Board for the sanction of schemes. These 
schemes may involve control of production and fixing of prices. We do not 
approve of these provisions of the Natural Products Marketing Act. They are, 
however, not our concern here. But we are concerned to see that Parliament does 
not set up another code-making or code-sanctioning authority which will have 
identical or similar powers. The erection of boards and commissions who gather 
around them a substantial service at considerable expense to the State should 
be avoided wherever possible. All the more is the duplication of such Com
missions undesirable. We wish to call attention to the apparent duplication that 
will take place if the Commission is endowed with power to sanction combines as 
is recommended in the majority report. 

We desire finally to refer to one further question, namely, that of the con
stitutionality of the legislation creating the Federal Trade and Industry Com
mission which it is proposed to set up. 

The majority report recommends that the general functions of the Commis
sion, among others, be as follows:-

(a) Administration of the Combines Act. 
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(b) To supervise generally, or co-operate in the administration of existing 
laws relating to merchandising and business practices for which no other 
agency exists. 

(c) To administer new laws for the protection of the consumer. 
(d) To administer a Securities Board for the protection of the investor. 
It is well to remember that Parliament, in the latter part of 1919, passed two 

Acts, the Board of Commerce Act (9-10 George V, Chapter 37) and the Com
bines and Fair Prices Act. (9-10 George V, Chapter 45). The purposes of these 
acts were in some respects analogous to the proposed Trade and Industry Com
mission. Their constitutional validity was challenged in 1920, and, by decision 
of the Privy Council, they were held to be ultra vires of the Dominion Parliament. 

As a result of this decision there was no legislation on t.he Statute books of 
the Dominion concerning combinations in restraint of trade until subsequently in 
the year 1923 the Government of the day re-enacted the Combines Investigation 
Act. 

We are not here questioning the constitutional validity of the proposals under 
consideration. We are merely emphasizing that it is of paramount importance 
that the constitutionality of the legislation creating the proposed Commission 
be established beyond doubt by the proper authorities before the functions above 
enumerated are actually assigned to it by legislation. Otherwise, in the event 
of the creation of this Commission being declared unconstitutional, the important 
legislation now on the Statute Books, the administration of which is being trans
ferred to this Commission, will have no agency for its administration or enforce
ment. As a result, many of the Acts now being enforced by the present agencies 
would practically be useless. 

In our opinion the adoption of the majority report, without the reservations 
which we have made above, would be attended with grave dangers. If the 
proposed Commission is given the power to recommend that competitive industries 
be allowed to combine for the purpose of regulating production and fixing 
prices; if it uses this power to any substantial extent, and if the Governor in 
Council approves of the recommendations made, there will be a rapid growth in 
the number of combines in Canada. This is a development which we cannot 
view with equanimity. If, combined with this growth of government-sanctioned 
monopoly in industry, there is a marked increase in the dumping of surpluses 
abroad at prices lower than domestic prices, the internal and external organiza
tion of the trade and industry of Canada will approximate that of a Fascist state. 
The political implications of such a development may be extremely serious; 
not improbably involving abandonment. of parliamentary institutions and the 
loss of personal and political liberty. 

We quote the following passage from the evidence of one witness who 
appeared before us (page 5090) :-

I should like to suggest to the Commission that unless there is some 
vision beyond these group interests that society may be split up into a 
number of competing groups, each struggling for its own advantage. If 
governments find it increasingly necessary to take a hand in the preserva
tion of a balance between struggling groups, then it seems to me that we 
might very easily drift into fascism without knowing it. I have been 
watching the development in Europe, and although we have a different 
attitude towards those matters from what they have, still I wonder 
whether we may not drift quite unconsciously into those types of govern
ment control of business, which are proving so disastrous, at least from 
my point of view, and I think from the point of view of most Canadians, 
in such countries as Italy and Germany. 

We commend these observations to the serious consideration of the Cana
dian people. 



DISSENTING REPORT 

OF MR. E. J. YOUNG 

We were instructed to investigate the causes of the large spread between the 
prices received for commodities by the producers thereof -and the prices paid by 
the consumers thereof; the system of distribution in Canada of farm and other 
natural products, as well as manufactured products; the effect of mass buying 
by department and chain store organizations upon the regular retail trade of the 
country, as well as on the business of manufacturers and producers; the labour 
conditions prevailing in industries supplying the requirements of such depart
ment and chain store organizations and the extent, if any, to which existing con
ditions have been brought about by the purchasing practices of such organi
zations and the effect thereof upon the standard of living among those employed 
in such industries and organizations; the relation between the flour milling in
dustry and the bakeries of the country and the effect of such relations upon the 
baking industry of Canada; the methods and system prevailing in the marketing 
of live stock and animal products for domestic consumption and export and the 
extent to which the present system affords or restricts opportunity for fair returns 
to producers. 

Primary producers, manufacturers, merchants and employees investigated, 
all reported that their troubles started about 1929 or 1930. Prior to that time 
employers seemed to have little trouble in making ends meet and in keeping their 
employees at work; merchants had a sufficient volume of business at a fair 
profit and employees could always find work at fair wages. Towards the end of 
1929, the wheels of industry began to slow down. This slowing down process 
spread rapidly through every branch of our national life, and all classes in the 
community found their business falling off and their incomes reduced. 

A glance at the following figures will show what happened at that time to 
cause this sudden slump in business activity:-

Net value of agricultural production in Canada:-
1928.. .. .. .... .......... .. $ 1,501,000,000 
1929.. .. .. .. .. .. .. .. .. .... 1,034,000,000 
1930.. .. .. .. .. .. .. .. .. .. .. .. .. 860,000,000 
1931.. .. .. .. .. .. .. .. .. .. .. .. 538,000,000 
1932.. .. .. .. .. .. .. .. .. .. .. .. 475,000,000 
1933.. .. .. .. .. .. .. .. .. .. .. .. .. .. .• 464,000,000 
1934.. .. .. .. .. .. .. .. .. .. .. .. .. .. 525,000,000 

Whatever the cause of this drastic decline in the value of agricultural pro-
duction, the result was that in the year-

1929 the farmers' income was S 467,000,000 less than in 1928 
1930 " " 641,000,000" " 
1931 " " 963,000,000" " 
1932 " " 1,026,000,000 " " 
1933 " " 1,037,000,000 " " 
1934 " " 976,000,000" " 

Average for 6 yrs." " 851,000,000" " 
Some people attribute our troubles to the collapse of stock market securities 

in the fall of 1929. The grand totel of all securities sold to the public from 
1927 to 1929 was $512,000,000. If every dollar of this vast sum had been lost 
completely it would have amounted to only about 60 per cent of what the farmers 
lost in each and every year from 1929 to 1934. 
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If all the farmer's e:l:penses had declined as rapidly ·as his income, his pur
chasing power would not have been affected by this sudden decline in tbe dollar 
value of his production. He could still have bought the same quantity of goods 
on the lower price level as he had formerly bought on the higher level, and the 
production and distribution of these goods would have given just as much em
ployment ·and distributed just as much purchasing power to those employed as 
ever it did. 

But the farmer's expenses did not come down. His taxes did not come down. 
His interest did not come down. Retail prices did not come down. Manu
facturers and merchandisers did everything in their power to maintain the prices 
of their wares. The government lent its aid to this short sighted policy by 
shutting out cheap imports that m;ght have forced a reduction in the prices 
of manufactured goods. "Maintain prices in order to maintain wages I" became 
a popular my. The extent to which this policy of price maintenance was carried 
is revealed in the following figures from the Bureau of Statistics:-

Index figures of retail prices 1926=100. 
1928 .. 
1929 .. 
1930 .. 
1931. . 
1932 .. 
1933 .. 
1934 (Dec.) ... _ ................. . 

98·9 
99'9 
99-2 
89·6 
81·4 
77·7 
79·0 

It will be seen from the above that during the first two ye:.rs of the depres
sion there was practically no reduction .n the price of the things the farmers had 
to buy while his income declined nearly 50 per cent. This precipitate decline 
in his income, accompaniea by practically no reduction in the price cof things he 
had to buy, left the farmer in a position where he could buy only the barest 
necessities. In many lines he practically withdrew from the market. 

There are 728,000 farmers in Canada. These, with their wives and families 
and their hired help'; ·constitute a population of 5,473,000 people. To this can 
be added some 65,000 fishermen and 100,000 men engaged in woods operations, 
and their dependents, all of whom found themselves in the same plight as the 
farmers. These three classes, together, constitute about 60 per cent of the 
entire population of the Dominion-all in the position where they were unable 
to buy the things they needed. What did they' do? There was only one thing 
they could do. They stopped buying. They did without things. 

The first people to feel the effects of this cessation of buying were the retail 
merchants. Their sales fell off. Unable to sell, they ceased to buy, and manu
facturers found it increasingly difficult to secure orders. With nothing for their 
employees to do and no revenue coming in, merchants and manufacturers alike 
were compelled to reduce their staffs. But every employee laid off meant one 
more added to the number who could not buy and a further restriction in the 
demand for goods, which in its turn was followed by the laying off of still more 
men. Soon we had an army of 500,000 unemployed. Add this number, with their 
dependents, to the number of primary producers, and we find that the large 
majority of our people were not able to buy their normal requirements. Under 
the circumstances, it was obvious that all merchants, all distributors and all 
manufacturers must suffer from declining business. 

It is clear from the above that the trouble originated in the decline of the 
purchasing power of the primary producer. He could no longer exchange the 
product of his labour for the product of the factory or the service of the clerk; 
and the remedy lay in restoring a parity between the prices of primary and of 
secondary products--in restoring the exchangibility of labour. Various attempts 

Qnll-11 
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were made to do this by raising the prices of primary products. Governments 
throughout the world have tried every conceivable device to raise these prices 
but without avail. These products are sold largely on the world's market at 
prices fixed by world conditions and we can no more control them than we 
can control the tides. . 

The true remedy lay in reducing retail prices and fixed charges to the same 
level as the prices of primary products. 

Why did retail prices not decline along with the prices of primary products? 
Because certain factors in the price structure had become rigid and refused to 
adjust to altered conditions. The factors that make up the retail price of an 
article are as follows: cost of material, cost of labour, interest, taxes, rent, fuel, 
freight, profit, depreciation. 

Referring to the first item in the above, we find that the fall in the price 
of raw material was not followed by a corresponding decline in the price of the 
finished article. Taking 100 as the base price in 1926, the Bureau of Statistics 
reports that by 1933 the price of raw wool had fallen to 47, while the price of 
woollen cloth fell to only 73' 9. During the same period, the price of raw silk 
fell to 28'2, but the price of silk fabrics to only 51'5. Similarly, while raw cotton 
dropped to 53'1, cotton fabrics fell to only 77·6 and the price of ginghams 
actually increased to 103 '5. The other factors in the price structure all resisted 
the decline as long as they could. Taxes, freight, rent, interest, labour, profit, 
all refused to yield. 

With 60 per cent of our people unable to buy at the old prices and prices 
refusing to adjust themselves to the altered conditions, business was bound to 
languish until some force came into the market strong enough to break down the 
resistance of the rigid factors in the price structure. That force was supplied 
by the consumer. Unorganized and voiceless, he found selfish interests on every 
hand conspiring to extract more from him. In this they were encouraged by 
public and semi-pUblic bodies and public men who should have known better. 
Governments were urged to spend more of the people's money and thus increase 
taxation. Employers were urged not to reduce production costs. Selfish groups 
throughout the country preached that the way out of the difficulty was to give 
them a larger share of the dwindling national income and in many cases they 
got it. 

What did the consumer do? He exercised the only right he had left-the 
right to do without things. Then his problem became everybody's problem. 
The merchant was compelled to' find goods at a price the consumer could pay. 
In many cases, to reduce prices, meant to take losses. Nobody would reduce 
prices if he could help it. Nobody would take losses if he could help it. 
But unless something had been done to bring that great body of consumers 
back into the market, merchants, manufacturers, wage-earners and all, would 
have found themselves on tbe street. It is useless to blame the merchants. The 
pressure had to be applied. It was exerted on the merchant by the consuming 
public. The merchant passed it on to his employees and to the manufacturer. 
The manufacturer passed it on to his employees and to whomsoever else he could. 
It is folly to blame the mass buyer. If there bad been no mass buyer the pressure 
would have been the same and would have been exerted by the small buyers. 
Those who refused, or were not strong enough to exert it, would have found their 
business disappearing. The mass buyer was better able to exert the pressure than 
the small buyer. He was the first to realize the situation and to apply the 
remedy. It was unpleasant but it was necessary and the sooner it was done 
the better for all concerned. 

Unfortunately, the pressure was not applied equally on all factors in the 
price structure or on all classes in the community. Some, through organization. 
or because they occupied sheltered or favoured positions, were able to resist 
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the pressure. But they did so at the expense of their weaker or less fortunate 
fellows. If all classes had borne their share equally and promptly, the adjust
ment could have taken place with a minimum of suffering. 

One might say that the best adjustment of prices is the one at which the 
greatest quantity of goods will pass into consumption, for this adjustment places 
the greatest quantity of real wealth in the hands of the people and gives the 
greatest amount of employment to the workers in producing that wealth. 

This being the case, it is important that no great section of the com
munity be deprived of its purchasing power by a mal-adjustment of prices and 
whenever such mal-adjustment occurs, steps should at once be taken to correct 
it. This does not mean more government intereference in business. It will 
general1y be found that prices will adjust themselves if we remove certain 
hampering restrictions and privileges which interfere with the free play of 
economic forces. 

Sound merchandising practice requires that retail prices be adjusted to 
changes in the prices of primary products with the least possible delay and 
every force that retards such adjustment might well be termed anti-social. 

It will be argued that in times of falling prices because of the rigid factors 
in the price structure-because so many classes in the community refuse to 
take their share of the general deflation-it is almost impossible to adjust retail 
prices in keeping with the decline in the price of primary products. The difficulty 
is admitted but we do not consider it as formidable as the difficulty presented 
by the other alternative, viz., to raise the prices of primary products. In the 
one case, we are dealing with forces largely within our own borders. In the 
other, with world forces that no government has ever been able to control. 

Turning again to the price structure referred to above, we find that the 
rigid factors in it are labour, interest, taxes, rent, fuel, freight, profit and 
depreciation. AIl prices fell, each of these endeavored to maintain its charges 
at the old level, regardless of the relation those charges bore to the reward of 
the primary producer. In so far as they were successful they secured for them
selves a greater share of the national production-but they prevented the price 
adjustment which was essential to keep the primary producer in the market 
as a buyer. " 

AIl it became more apparent that the market could not absorb goods at the 
prices asked, pressure to reduce prices increased and forced the weaker of 
these factors to yield. Profits went first. With a few notable exceptions, there 
has been no profiteering discovered in the investigation. Most firms have been 
taking losses, and took considerable losses before they attempted to cut wages. 
In many cases, reserves also disappeared. But the sacrifice of profits was not 
enough to restore the balance of purchasing power. Labour was the next to 
suffer. In the unorganized trades, and in some of the organized trades, workers, 
confronted with the choice of acepting lower wages or going without work, chose 
the former, and consented to drastic reductions in their wage rates. These con
cessions on the part of some employees did not go far toward solving the problem, 
for the reason that their total wages formed only a small percentage of the retail 
price of the product. It is estimated that the factory labour cost of producing 
a suit of clothes, which was about 25 per cent of the retail price of the suit 
in 1929, had fallen to about 15 per cent of a lower selling price by 1934. But 
the total labour cost of producing and selling a suit which was estimated at 
between 80 and 90 per cent 1 of the retail price in 1929 bas remained fairly con
stant. This would seem to indicate that whatever reduction has taken place 
in the labour cost of the suit has not been borne equally by all classes of labour . 

. In some cases, labour refused to consent to a reduction in wage rates but 
accepted a reduction in hours instead. This was done with the idea of distribut-

1 Estimate oD17. accurate figures DOt available. 
87111-UI! 
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ing the work among a larger number of people, while at the same time maintain
ing wage rates. The idea behind this arrangement was praiseworthy but it did 
not help to solvc the problem. It reduced the weekly earnings of the individual 
worker but it did not reduce the cost of producing the article. 

Taxes, rent, interest, depreciation and such charges remain fixed regardless 
of variations in output. But with a reduction in output their effect on prices 
increases. That is to say, in a factory producing 1,000 units, if these charges 
amount to $1.00 a unit, and the production is reduced to 500 units, these fixed 
charges will amount to $2.00 a unit and will increase the prices accordingly. 
This has been an important factor in increasing the price spread during the 
years of the depression when production has been low. 

It is not easy to get rid of these charges. Taxes, in particular, tend to 
increase during hard times. The remedy seems to lie in the direction of devoting 
all our efforts toward increasing the total volume of business-toward increasing 
the total wealth production of the country, in order that the burden of these 
fixed charges may be spread over a larger volume of goods. 

Attention should be called to the increasing part taxation plays in the cost 
of living. Nearly one-third of our national income goes to pay taxes. More 
than half of these taxes are concealed in the prices of the things we buy. The 
demand for more and more government service is insistent-but it all has to 
be paid for, and every additional expenditure on the part of the government 
must be followed by an increase in retail prices, by a widening of the price 
spread. Our people would do well to remember these things when asking for 
further government services. 

Granting that prices had to come down and granting that the mass buyers 
have taken the lead in forcing them down, the question arises-have the mass 
buyers resorted to unfair practices in performing this service? 

Numerous charges of unfair and unethical practices have been made against 
them in the evidence. Most of these charges are mere piffie--but as they have 
been given considerable publicity, it may be as well to deal with them. Without 
reciting all these charges in detail, one might summarize them as follows: 

(1) That the mass buyers are hard buyers and accept no responsibility 
for the prosperity of those from whom they buy. 

(2) That they show a callous indifference to the fate of their competitors. 
(3) That they grind down their employees by paying them low wages and 

working them long hours. 
(4) That they deceive the public by false and misleading advertising. 
(5) That they are such inefficient merchandisers that the only way they 

can continue in business is by brutally using the inducement of large 
cash orders to force prices down to ruinous levels. 

The first two charges are probably true. The mass buyers as a class 
do not appear to consider whether the prices they offer are prafitable to their 
suppliers or whether the prices at which they sell are ruinous to their competors, 
but the rule seems to work both ways. No evidence was submitted that manu
facturers or independent merchants were at all concerned about the fate of 
the mass buyers. In fact, some witnesses frankly stated that they would like 
to see them forced out of business. 

It is ridiculous to hold the merchant responsible for the prosperity of every
one with whom he deals. If the merchants, or any other class of people in this 
country, are to be held responsible for the prosperity of our manufacturers and 
also of their competitors, the outlook for the merchant is blue BD.d the outlo~k 
for the consumer is black. When tha.t day comes, we can consider economic 
progress at an end. 

,In regard to the third charge, the Commission found that in so,!,e cases 
the large distributors were working their employees long hours and paymg very 
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low wages. This, however, does not apply to all the department and chain 
stores. Some of them are model employers. The evidence did not show that, 
as a class, they were greater offenders than the independent merchants or any 
other class of employers in the country. 

Very few authentic cases of false advertising came to our notice and we 
have no evidence that this practice is peculiar to the mass buyer. 

As for the fifth charge, viz: that they are inefficient merchandisers-this 
Commission is not qualified to judge in that mntter. The public will deal where 
they can get the best value. The most efficient merchant is the one who can 
ltive the best value. If the mass buyer is inefficient, the' public will soon 
find it out and will transfer its business to the more efficient independent 
·merchant. If there is any trnth in the charge that the mass buyer makes up 
for his inefficiency by using the brutal power of his large cash orders to gouge 
his suppliers, that advantage will disappear with the return of prosperity. For, 
once the consuming public is able to buy all its requirements, manufacturers and 
suppliers will be able to sell their wares without submitting to the dictation of 
anyone class of distributors. 

It should not be forgotten that the test of efficiency in the production and 
distribution of goods is the price at which those goods can be placed in the 
hands of the consumer. Numerous efforts are being made to legislate in favour 
of the producer, and attempts are made to justify this kind of legislation on the 
grounds that we are all producers. It is true we are all producers--but we are 
not all producers of the particular article or articles about which we are legislat
ing and therefore we cannot all benefit from such legislation. 

The only common ground on which we all stand is as consumers. The only 
legislation that can be just to all is legislation in the interests of the consumer. 
The man or the system that best serves the human race is the one that serves 
the interest of the consumer. The test, then, of the efficiency of any merchandis
ing system must be " How does it serve the consumer," and in this test the con
sumer, himself, will be the jUdge. 

We have seen that the decline in business which caused so much distress 
among the workers, the manufacturers and the merchants, was due to the failure 
of retail prices to decline in keeping ·with the decline in the prices of primary 
products. We have seen that this failure was due to the fact that some classes 
in t.he community were able to maintain the prices of their goods or services in 
the face of the general price decline. 

The question then arises-" was the advantage enjoyed by these favoured 
groups through their ability to maintain prices, sufficient to compensate them for 
the losses they sustained through the general decline in business?" It is impos
sible to say what the turnover of a given firm or a given industry would have 
been under conditions different from those that have prevailed. But this is 
clear--if the same relationship had prevailed between the prices of primary and 
of secondary products during the last five years as prevailed during the preced
ing five years, the physical volume of business would have heen the same-the 
number of people employed in production and distribution would have been the 
same, and whatever variation there may have been in their monetary rewards, 
their real wages, as represented in purchasing power, would have remained the 
Bame. That is to say, neither employment nor real wages would have declined 
during the period. Cases can be cited where the ability to maintain l-rices 
increased the rewards of certain favoured groups; but when we contemplate the 
effects of this policy on the country as a whole, the results are appalling. 

It remains to consider how these favoured groups were able to maintain 
their prices. In every case investigated, price maintenance was achieved by the 
elimination of competition. Witnesses appearing before the Commission were 
quite frank in asking that some restraint be placed on competition in order that 
they might be enabled to establish some sort of control over prices. It is clear 
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that price control is impossible under Cree competition. If competition can be 
eliminated or confined to a small group, it is comparatively easy Cor that group 
to get together and agree on a price maintenance policy. It is sometimes possible 
for such a group to maintain prices without any agreement, iC they are pro
tected from outside competition. In the case oC Imperial Tobacco, this com
pany is able, because of its commanding position in the IIl6rket, not only to 
control the prices oC its own products, but to insist that the prices of competing 
products be maintained at the same level. This is done by threatening to reCuse 
supplies to retailers who seH any gocds below the price stipulated by Imperial. 

Most price control schemes have grown up under the shelter oC a protective 
tariff, and without such protection they cannot long survive. The best corrective 
Cor the abuses of price control is to open other sources of supply. 

TOBACCO 

Prices realized by farmers for raw leaf tobacco were very profitable dur
ing the years 1925-1930. These prices led to a rapid increase in tbe acreage 
devoted to this crop, particularly in south western Ontario where flue-cured 
tobacco is grown. As a result there was soon more oC this product grown than 
the Canadian market could absorb. In 1933, after all the requirements of the 
Canadian market had been taken care of and one company had bought 5,000,-
000 pounds more than it required, there still remained 10,000,000 pounds in the 
hands of the farmers. This conditinn forced prices down almost to an export 
basis, the average price paid the growers for the 1933 crop being only 17 cents 
a pound. 

Tbe Imperial Tobacco Company is the largest buyer in Canada. No other 
buyers will venture into the market at all until they know what price Imperial 
is going to pay. 'I1he system of buying followed by this company is to have 
its agents watch the crop carefully during the growing season and send regular 
reports of the ,probable yield and quality to the Head Office. The curing also 
is carefully watehed and checked with the idea of knowing exactly where the 
highest quality product can be secured. All this information, together with reports 
on market and crop conditions in other countries, is carefully studied by the 
company in an effort to estimate what price the market will pay. When this 
price is decided on, if the market locks strong, the company has no hesitation 
in sending its buyers out to contract with growers for its supplies. On the 
other hand, if the market looks weak or uncertain, if there is more tobacco 
in sight than is likely to be required, they hesitate 'to start buying. They are 
afraid that after they have contracted for their requirements at a given figure, 
tJheir competitors might come in behind them and get their supplies at lower 
prices. 

The price at which the company decides to open the market is an average 
price and the local buyers will 'vary this upwards or downwards according to 
the quality of the individual lot they are buying. The company is not so 
much concerned about the price of an individual lot as about the average price 
for all purchases. Under such a system it is hardly possible to treat all growers 
alike. The price offered for each sample will always be determined not by its 
absolute but by its relative quality, as Clompared with other samples the buyer 
has seen. In ~onsequence, if all the tobacco on a buyer's route is of high quality, 
it will bring ~nly the average price; whereas the same quality of tobacco on 
another route ,here much of the crop is inferior, might bring a higher price. 

This difficUlty might be overoome by the establishment of standard grades 
and 'buy'm;"aril grade. Witnesses expressed the opinion that this would be 
very dih'egardWith a product like tobacco. We believe, however, that the 
matter is \~istrh.considering and would suggest that growers, buyers and govern-
ment offici a " together and study the possibilities of such a system. 
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The evidence disclosed that Imperial generally pays one cent a pound more 
than its competitors. The compa.ny claims that it gets a better quality of 
tobacco by paying this extra cent, but this is denied by other manufacturers. 

During the years of the depression some of the larger growers tried export
ing their tobaoco to Uhe British market and they report that the price received 
was decidedly less than Imperial was paying in Canada. 

There is no evidence that the toba.cco manufacturers were exploiting the 
growers. Too sudden increase in acreage, due to the entry of large syndicates 
into the production of this crop, increased the supply far beyond the require
ments of the Canadian market. This expansion went on in spite of warnings 
from Imperial Tobacco Company that it would result in more tobacco being 
produced than the market could absorb and a crash in prices would be inevitable. 
These large syndicates, who upset the markets by their own over-expansion, 
are now asking the small grower to reduce his acreage in order to help undo 
the mischief that they have wrought. It should be noted that the head of the 
largest of these syndicates, a man who was responsible for bringing '1,300 acres 
into production, has been given auUhority under the Marketing Act to require 
all growers, large and small, to reduce their acreage. 

A scheme for the marketing of this crop has been approved and put into 
operation under the Natural Products Marketing Act. Under this scheme all 
buyers are required to pay an average of 25 cents a pound for the 1934 crop, 
which is considered a fair price. Buyers did not hesitate to pay this because 
the price of flue-cured tobacco had risen to 32 cents a pound in United States. 
As this price was considered excessive, British buyers turned to' Canada and 
boug'ht up our entire surplus, including the 10,000,000 pounds carry-over, at 
the price agreed on, namely, 25 cents a pound. Making due allowance for 
freight and other charges, this price is slightly lower than the price in Britain. 

The huge profits made by the large tobaoco manufacturers appear to be 
due to their ability to maintain retail prices at profitable levels. They can do 
this because of laCk. of effective competition in tae market. 

The retail dealers appear to be having a hard time to make ends meet. 
This is largely due to the fact that there are too many engaged in the business. 
The consumers cannot afford to pay them all a living wage. 

The products of Imperial Tobacco Company are so many, so varied and 
so firmly established in the market that no retailer can survive who does not 
handle them. The company fixes the price at which all its goods shall be sold. 
It has a preferred list of retailers who get their supplies at lower prices thrn 
oUbers. It is charged that the company insists on the retailer pushing the saie 
of its goods in preference to the goods of competitors and also insists on the 
prices of competing goods being maintained. 

If these charges are true, the remedy is quite simple. 
The excise duty on cigarettes made in Canada is $4 per thousand. Customs 

duty on imported cigarettes is $11 per thousand ($4.10 a pound plus 25 per 
cent). This customs duty is prohibitive; practically no cigarettes are im
ported. If the customs duty were lowered to the level of the excise duty, any 
dealer who was refused supplies by Canadian manufacturers could get his 
requirements from abroad, at prices that would enable him to compete in the 
market. This would not in any way affect the revenue of the Government as 
the duty collected on the importa would be the same as the excise now collected 
on the Canadian product. It might also reduce prices to the consumer and 
leave him more money to spend on other things. 
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MILLING AND BAKING 

Canada's milling industry might well be considered as a branch of Canada's 
wheat growing industry. Because of the peculiar qualities of Canadian wheat, 
a demand has arisen in nearly every country for quantities of it to blend with 
other wheats. This demand is due in part, at least, to the fact that Canadian 
millers have pushed the sale of their flour into markets the world over, where 
its superior quality has appealed to the consumers and forced the millers of 
other countries to include a percentage of Canadian wheat in their blends. 
Outside of our own borders, Canadian wheat is seldom milled in its purity. 
In some countries there grew up a demand for pure Canadian flour. Our flour 
has always been the best advertisement for the sale of our wheat. 

The amount of flour being imported by other countries was never considered 
as having much bearing on the question of the extent to which we should 
expand our milling industry. It was always felt that as the quality of our flour 
became better known throughout the world, the demand for it .rould increase 
and new markets would constantly open up to receive it. 

Perhape this is the reason why Canadian millers so confidently extended 
their operations during the first quarter of the present century. They figured, 
as our grain growers figured, on an ever-expanding world market. They never 
dreamed that countries once having acquired a taste for Canadian wheat and 
Canadian flour would deliberately close their doors against it and compel their 
people to eat an inferior article. 

The fear of having their food supplies cut off, in the event of war, and the 
desire for national self-sufficiency has prompted many countries that formerly 
imported large quantities of our wheat and flour to shut out imports of these 
commodities in order to encourage their own farmers to grow wheat. 

Our best market has always been the British market, and there Canadian 
wheat and flour was always in demand. That market has never been closed 
to us. But the closing of other markets, notably Italy, France and Germany. 
caused a keener competition in the British market. For some years past, 
Canada has adopted the poijcy of refusing to sell her wheat at the prevailing 
world price. Normally, our wheat will sell for about 10 cents a bushel above 
Argentine wheat in Liverpool. During recent months we have been holding it 
as much as 30 cents above Argentine. As a result of this holding policy the 
English miller is using as little of our wheat as possible in his blends. Gradually 
he has reduced the percentage of Canadian wheat to about 8 per cent of the 
total or approximately one-fifth of what it formerly was. 

The policy of holding our wheat above world prices compels our millers 
to pay more than their English competitors for their raw material. As a result, 
we are unable to sell our flour on the open market. Annual exports of Canadian 
flour have declined over 5,000,000 barrels since 1928 and the Canadian milling 
industry is suffering in consequence. 

The more flour that is ground for export, the more bran and shorts we 
have for home consumption. The tremendous decline in our exports of flour 
has resulted in a shortage of these feeds and a consequent increase in the prices 
they command in the market. 

Competition between Canadian millers in the domestic market is very keen. 
The loss of the export market has intensified this competition and has prevented 
any exploitation of the consumer. The industry has maintained wages, but has 
been compelled to reduce the number of its employees. 

There appears to be a strong temptation for milling companies to speculate 
in wheat. The evidence does not disclose that they are any more successful 
at this game than the man on the street. Some of them have lost tremendous 
sums in the market. Heavy losses have also been incurred from over-expansion 
of the industry. These losses have not been taken out of the farmer nor have 
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they been passed on to the consumer. Competition both in buying wheat and 
selling flour has seen to that. They have either been taken out of reserves or 
are being carried by the creditors of the companies involved. 

The hope of the industry lies in recovering the export business. Failing 
that, it would appear that some mills will have to close down permanently. 

Failure of the export market has intensified competition in the domestic 
market. This competition has prevented the millers from passing their losses 
on to the consumer and it is in tbe public interest that it be maintained. One 
of tbe larger milling companies has not over-expanded to the same extent as 
the others and by its oompetition is preventing a rise in the price of flour. Any 
plan for rationalization of the industry would probably restrain the competitive 
activities of this company and migbt result in making the consuming public 
pay for the mistakes of the industry. 

AGRICULTURAL IMPLEMENTS 

In the time at its disposal the Commission was not able to make any 
effective comparison between the prices of farm implements in Canada and in 
the United States. The systems of distribution in the two countries are so different 
that comparisons of catalogue prices are of little value. It was possible, how
ever, to compare Canadian prices in pre-war and in post-war years. . 

A study of the accompanying table, taken from the majority report, shows 
that from 1913 to 1934 the average price of a list of nine implements rose from 
$86.39 to $130, an increase of about 50 per cent. 

International Harvester Mossey-Harris 
Co. of Canada Co., Ltd. 

Avel'. of 6 implements Aver. of 9 implements 
1913 1933 1913 1934 

Cash price to consumer (Regina) .... ~3·04 $127'24 $86·39 $130'00 
AgenW commission ................ 15·84 23·16 9·94 20-92 
Freight .......................... 8·98 13·63 12·43 16·58 
Material .•••..•••..••.•••..•••.•• 22·41 39·78 25·54 42·08 
Productive labour. . . . ... . . . . . . . . .. . 5·58 11'46 4·97 6·33 
Other factory expense.............. 6·42 38·84 7·63:1 26·42:1 
Gr08l profit before Belling expen's, etc. 23·81 ·37 25·88 17·67 
x Includea figures for factory overhead and administrative expense. 

Tbis increase is accounted for as follows: 

Agents' Commission .................. . 
Freight ....•......................... 
Material ............................ . 
Factory labour ...................... . 
Other factory expense ........ ......... . 

1913 
, 9.94 

12.43 
25.54 

4.97 
7.63 

1934 
,20.92 

16.58 
42.08 
6.38 

26.42 . 

Increase 
'10.98 

4.15 
16.54 
1.36 

18.79 

Total increase .. .. .. .. .. .. .. ,51.82 

Of this increased cost, $43.61 is added to the price of the implement and 
the balance $8.21 is taken out of the gross profit of the manufacturer. 

The majority report states that a portion of this increase in prices is no doubt 
due to technical improvements but tbe table would seem to indicate that it must 
be a very smaH portion. 

Management, pensions, selling costs, collection expenses, bad debts, depreci
ation, experiments, and other general expenses on this list of implements would 
amount to approximately $50. This has to be paid out of the $17.67 gross 
profit of the manufacturers. Clearly they are not making any money. They 
are taking heavy losses. 

The largest increase shown in the table is in the item labelled "Other 
factory expense." This increase is probably due to the fact that the factories 
are working to only about one-sixth of their capacity and it would be remedied 
by a revival in business. 
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The next largest increase is in the cost of material which is nearly 65 per 
cent higher than it was in 1913. A reduction in the duty on iron and steel 
might help to reduce this item. 

Selling costs average about 20 per cent of the retail price of implements. 
This is the selling cost to the company and does not include anything for the 
local agent. It does include the cost of maintaining branches and warehouses 
in different parts of the country where supplies are carried in stock. These 
branches and warehouses are necessary if the farmer is to have reasonable service. 
But it costs money to operate them and with the small amount of business being 
done, the cost per implement comes high. An increased volume of business would 
reduce this item considerably. 

Credit is a very large item in the cost of implements to the farmer. A 
higher price is charged for implements sold on time. This additional price 
known as a carrying charge varies from 6 per cent to 17 per cent of the amount 
of credit extended. In addition to thnt there is the interest on the farmer's 
note, generally about 7 per cent. Though an exact average cannot be struck, 
one could safely say that the farmer who buys an implement on time pays 
about 15 per cent for the credit he receives. 

The manufacturers also find the credit husiness expensive. Ten per cent 
of their credit sales is lost through had. debts and another 10 per cent is eaten 
up in collection expenses. All these things have to be paid for and it is the 
farmer who does the paying. 

The implement manufacturers made a mistake many years ago when they 
joined the Canadian Manufacturers Association in support of a fiscal policy 
calculated to exploit the only customers they had. Now that the exploitation 
is complete they find themselves without customers. Had they joinro. the 
farmers' associations in their fight against tariffs they might have created a 
saner sentiment in regard to these matters throughout the country and perhaps 
have saved us from some of the extreme tariff rates we now endure, and which 
have been the major factor in rendering the farmer unable to buy the imple
ments he needs. 

LIVE STOCK 

The live stock problem of Canada is a problem of markets. We produce 
annually 300,000 more cattle and 1,000,000 more hogs than we consume. 

When we have an export outlet for these surplus animals, prioes go up. 
When we have no export outlet, this surplus is thrown onto the domestic market 
and prices go down. A glance at the accompanying chart, published by the 
Canadian Bank of Commerce, will show how closely the rise and fall in prices 
of domestic cattle follows the rise and fall in the numher of animals exported. 

For many years we exported to the United States ahout 250,000 head of 
cattle annually. With the passing of the Hawley-Smoot Tariff, this outlet was 
closed and the cattle were thrown back on our own market. Prices fell immedi
atelyand have heen low ever since. Unless we can find another export market 
for these surplus animals, prices in Canada will remain at unprofitable levels 
until production has adjusted itself to the requirements of the domestic market. 
Some 93,000 head were exported in 1934, mostly to the British market. But this 
is not a very profitable market owing to its distance. It is also an uncertain 
market as it is the policy of the British Government to reduce rather than increase 
importations. The recent advance in cattle prices is due entirely to the fact 
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that prices in United States have gone so high that Canadian cattle are able to 
enter the American market over the tariff wall. 

The price of hogs began to rise in the early part of 1933. This was due to a 
rise in the price of hogs in Great Britain. If that market were to be closed to 
us, prices would fall immediately. 
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The scale on the left applies only to the beavy solid line, which represents the yearly average 

price or steers at Toronto: the broken heavy line represents the number of both live and dressed 
cattle exported. The chnrt on the right shows exports of live cattle to the United Kingdom 
(broken line), and the United States (solid line). Both charts omit cattle shipped II for the 
improvement of stock." 

It is futile to blame the packers for the low prices of live stock. Though 
one large company handles 59 per cent and al\other one 26 per cent of the packing 
house business, there was no evidence of monopoly in the industry. It is true 
Canada Packers made money during the depression. It is not true that they 
made it by depressing the price of live stock. The evidence clearly shows that 
as prices declined, their profits declined and as prices increased, their profits 
increased. They made their money on a rising market. 

In the year ending March, 1934, their profits amounted to $1,429,670. This 
was their most profitable year since 1930. These profits were due to the con
tinued rise in the price of hogs throughout the year. A profit of $1,429,670 is a 
lot of money but it amounts to only * of a cent a pound on the total sales of 
the company. Assuming that they sold as many pounds as they bought (which 
is doubtful) it would mean that if their entire profit had been turned over to 
the farmer, it would have increased the price he received for his stock by only * of a cent per pound. Other packers did not fare so well as this company. Some 
of them lost money. 

It is clear that we cannot get the farmer II better price by taking it out of 
the packers. It is only throwing dust in his eyes to tell him we can j and we 
cannot help the farmer by throwing dust in bis eyes. 

The report recommends the establishment of a "Live Stock Board to have 
administrative jurisdiction in matters connected with all phases of stock
marketing." 
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I am opposed to this recommendation for two reasons: first, because the 
proposed Commission would be another burden on the taxpayer and, second, 
because it could do nothing toward solving the real problem, which is the problem 
of markets. There is already plenty of staff in the Department of Agriculture 
to do all that the government should do, or can do, in the way of disseminating 
information and helping producers to improve the quality of their stock and to 
meet market requirements. 

The establishment of a board with a policing function to be carried out 
by a staff of inspectors would, in my opinion, be neither helpful nor welcome. 
The activities of such a board are ,apt to become both meddlesome and 
mischievous. 

I am in agreement with the Commission's recommendation that diseased 
cattle be kept off the market. But when they would place the same ban on old 
and thin stock, they are going entirely too far. Such action would be a grave 
injustice, both to the farmers, who find themselves with this kind of stock on 
their hands, and to large numbers of consumers who cannot afford the more 
expensive meats. 

The proposal to prohibit truckers from selling stock themselves cannot 
be too strongly condemned. If a farmer who sends his stock to market in charge 
of a trucker wishes to instruct that trucker to sell wherever he can do best, it 
is the farmer's own business, and he should not be compelled to tum his stock 
over to a commission man unless he wishes to do so. 

The idea behind this proposal is to stop truckers from selling stock at the 
packing plants and to force them to deliver it to the yards where the s~pckyard 
operators and the commission men can get a chance to levy toll on it. In my 
opinion, this would be a mistake and would work an inj ustice to the producers. 

Putting stock through the yards is expensive and wasteful. Feed in these 
places is expensive. There is considerable loss through shrinkage. In most cases 
the animals have to be loaded again to get them to the packing plants, which 
entails the risk of additional loss through bruising. All this waste and expense 
comes out of the prices paid to the farmer. It ought to be possible to eliminate 
this expense, while at the same time preserving competition between buyers. 
Certainly, the farmer or the trucker. who wishes to avoid it by selling direct 
to the packer should not be prevented from doing so. We have no evidence that 
the commission man is any better salesman than the trucker. 

The suggestion that supplies be stabilized and that a balance be maintained 
hetween production and demand should be viewed with suspicion. The best 
balance will be maintained by the free play of Nature's law of supply and 
demand. In matters of this kind, "artifice and legislation punish themselves 
by reactions, gluts and bankrupteies." 

Since the whole live stock problem is a problem of markets, and since our 
natural and most profitable market is in the United States, every effort should 
be made to have the American tariff against our live stock removed. This may 
not be an easy task. It certainly cannot be done unless we are willing to admit 
some American products into our market. If we can secure access to' the 
American market for our live stock by admitting a worth while list of American 
manufactured goods into our market, it ought to be done. If we refuse to do 
so, we will be deliberately sacrificing the live stock industry for the benefit 
of some secondary industry. 

There .still remains the question of what to do if it is found impossible 
to market our surplus abroad. In such an event, production would have to be 
reduced to the requirements of the domestic market. More employment in 
Canada would increase the demand for meat somewhat, but not enough to use 
up the surplus and it would be necessary to raise fewer cattle. It has been 
suggested that this can be done by regulating production through the instrument 
of a live stock board. Cattle should be raised where they can be raised most 
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economically. It would be impossible for a regulating board to license producers 
on that basis. Such a board would be expected to treat everybody alike, assigning 
quotas to producers on some basis that would be considered equitable and not 
on the basis of most economic production. As a result, the marginal producer 
would be kept in a business of which he could not make a suocess and the efficient 
producer would find his hands tied and his activities restricted. 

On the other hand, if economic forces are allowed free play, the marginal 
producer will be the first to go and the field will be left to the more efficient. 
In this way the industry would be put on a sounder and more economic basis 
than would be possible under a regulating board. 

TEXTILES 

The te,;tile industry is the favourite child of the tariff. Always highly 
protected-it was the first to receive additional consideration when the depres
sion descended upon us. Excessive duties were imposed on textiles entering the 
country in order to assure the Canadian market to the Canadian manufallturer. 
When the government took this action to assist the industry, it believed that 
the Canadian manufacturers could and would supply the market. The industry 
has not done so. Imports of cotton fabrics were reduced by 50,000,000 yards
but the Canadian manufacturers did lIot supply the deficiency. They reduced 
their own production by approximately 20 per cent. Perhaps they had to do so. 
Perhaps they could not produce the goods at the price our people could pay
but other countries could, and had it not been for the tariff, would have sold 
us textile fabrics at prices more witbin our reach than the prices asked by 
Canadian manufacturers. 

Imports of woollen fabrics declined by 10,600,000 yards but only 8,000,000 
yards of this was replaced by the product of Canadian mills. "The increased 
demand for cheaper lines" referred to in the Commission's report is only another 
way of saying that the people of Canada are not wearing as good clothes as 
they formerly did. 

When an industry seeks and obtains from the government an advantage 
oycr outside competition in the domestic market, it is under a moral obligation 
to see that this market is supplied and thaf the people do not suffer either in 
the quality, the quantity or the price of the goods in question. The textile 
industry has not recognized this responsibility and the people of Canada have 
suffered in consequence. 

During the year 1933 the industry as a whole employed 47,567 people at 
an average wage of $13.23 per week. The total wage bill is equal to 24·21 per 
cent of the selling price of the products. Though the average weekly wage in 
the industry is $13.23, the majority of those employed received less than that. 

The total duty collected on imported textiles in the year ending March 
31st. 1934, from British countries was 29·09 per cent and from foreign countries 
44·25 per cent of the value of the goods. The protection afforded this industry 
is greater than the amount it pays in wages. 

The Tariff Board has reported that the present tariff rates on textiles are 
necessary if we wish to equalize production costs between Canada and other 
countries. -

This raises the question of whether this industry is not costing us too much. 
If the people of Canada are required to pay 51.44 for a dollar's worth of goods 
in orner that Canadian workers may receive about 35c (24'21% of 51.44) 
in wages, it would seem to be a losing venture and we might be better off if 
wp wpre to pay these people to do nothing, and import all our textiles. 

This is one of a number of industries in Canada that do not appear to be 
stantling on their own feet. Such industries are not a source of wealth to the 
cOllntry. Their existence retards the general prosperity, and in the long run 
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they mu~t suffer with the rest. It is possible for some of the people to ride 
on the backs of the others. It is not possible for all the people to do so. The 
doubtful comfort of riding on someone else's back is poor compensation for 
the lack of progress due to that method of travelling. 

FISHERIES 

The problem of the fisherman, like the live stock problem, is 80 problem of 
markets. The American government denies him the right to sell his fish in the 
American market. The Canadian government denies him the right to buy his 
supplies in the same market. The first prohibition costs him varying amounts 
in the price he receives for his fish. The second costs him about $100 a year 
extra for his equipment. (Page Ill, Commission evidence). 

More fish are produced than the Canadian market can absorb. It is charged 
that there is not sufficient competition among the buyers. Competition among 
buyers is never keen when the supply exceeds the demand. 

At present prices the Atlantic Coast fisherman receives for his work about 
$300 a year. In some districts he earns as low as $75 to $100 a year. The large 
companies who buy and distribute the fish are blamed for these meagre rewards. 
The evidence did not disclose that these distributors were making any money. 
It has been sugge$d that they may be in~cient. If there is any inefficiency the 
Commission failed to locate it. 

Fish is such a perishable prnduct that it requires considerable skill to dis
tribute it to the various markets while it is still in prime condition. If, from 
some high altitude, one could take a bird's eye view of the whole process of 
marketing, one would probably be amazed at the efficiency of a system that 
from day to day and from hour to hour can find markets all over the continent 
for fish as fast as they are landed and can despatch to each and every market 
sufficient for its requirements with as little loss through spoilage as occurs. 

To an out\lider the trouble with the industry appears to be that the fisher
man in his small boat cannot catch enough fish to give him a decent living at 
present prices. The evidence disclosed that while the hook and line fisherman 
can earn only $300 a yeM, the fisherman engaged on the steam trawler earns 
about $1,000 a year. 

The objection to the trawler is that it throws men out of employment
that 20 men on a trawler will catch as many fish as 100 men in small boats. 
That is true-but the same objection could have been taken to the small boat 
when it was first invented. Two men in a small boat would have caught more 
fish than ten men standing on the shore. But the small boat justified its exist
ence and no one would suggest that we should go back to the days when men 
did their fishing from the shore. 

It is true that trawler fishing does not require as many men as small boat 
fishing-but it provides steadier work and it pays much higher wages to those 
employed. It should not be discouraged. The fishermen displaced by it should 
be assisted to find employment in some other line. 

The fishermen in the eastern part of Nova Scotia seem to be the greatest 
sufferers from adverse conditions. They are isolated from the rest of the world. 
Their harbours are ice bound for five months of the year. There are places 
on that rugged coast where they have DO soil on which to grow anything. In 
some parts they have not even timber for fuel. The best thing to do with them 
would be to help them to move to some more favoured location. It is no kind
ness to encourage them to stay in a place where they caD never hope for anything 
but the direst poverty. 

The most helpful thing that could be done for the Canadian fisherman 
would be to let him sell his fish in the American market. The next best thing 
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would be to let him buy his supplies and equipment in the same market. This 
industry, like the live stock industry, should not be sacrificed on the altar of 
protection. 

It has been suggested that something might be done under the Natural 
ProducU! Marketing Act to improve the lot of the fisherman. Similar suggestions 
ha,e been made in regard to live stock, and a number of other commodities. All 
these schemes contemplate raising prices to the producer by equating the supply 
to the demand-that is by limiting production to what the market will readily 
absorb. 

Assuming that all these schemes are adopted and put into successful opera
tion; that is to say, assuming that it is found possible to determine the exact 
degree of scarcity necessary to raise the price of each commodity to the desired 
level, and assuming that it has been found possible to create that exact degree 
of scarcity-neither more nor less-and in this we are assuming much, what 
position will we then find ourselves in? 

We will have created an artificial scarcity of all natural products and the 
manufacturers thereof. We will have created famine or near famine conditions 
in most of the necessities of life. Possibly the fisherman will get more money for 
his fish-but he will have to pay more for his flour. It will take as many pounds 
of fish to buy a barrel of flour as ever it did-but because of the restriction of 
,production he will not have as many fish to buy it with. The same thing will 
be true of nearly everything he buys. He will have less of everything because 
he will have less to buy with and his last condition will be worse than the first. 

When one contemplates the havoc that would be wrought by the successful 
operation ilf these schemes, one feels thankful that they cannot be made to 
work. 

LABOUR AND WAGES 

In considering the question of wages in Canada, there are a few things that 
should not be forgotten. 

Canada is not a self-contained country. We use a great many things in our 
everyday life that we cannot produce within our own oorders. 

If we would maiiltain our present standard of living, we must bring these 
things in from abroad. 

The only way we can pay for these imports is by exporting commodities of 
which we have a surplus. 

In order to dispose of our exports, we must sell them at prices the people 
of other countries can pay. 

To do this, it is necessary to keep our production costs down to a point that 
will enable us to compete in the markets of the world, with other countries 
producing similar products. 

If we increase our production costs, we will make it more diflicult for those 
engaged in our export industries. 

If these costs exceed the price we can get for our exports, those engaged in 
. the export industries will find their incomes cut off. 

One-fifth of our wealth production is exported. One-fifth of our people 
are directly dependent on the export market for their earnings. Wages in the 
export industries must be determined by export prices. 

Four-fifths of our wealth production is consumed at home. Four-fifths of 
our people are dependent on the domestic market. If the one-fifth who depend 
on the export market lose their purchasing power, they cease to buy from the 
other four-fifths. The result is a reduced domestic market and unemployment 
among those who supply that market. These unemplilyed, themselves, cease 
to buy and the market is still further restricted, with the result that still more 
men are thrown out of work. Thus unemployment becomes wide-spread and 
unemployment is the cause of low wages. 
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When the demand for goods is heavy, it requires more men to supply them. 
When jobs are plentiful, wages rise. No man is going to work for low wages if 
he can better himself. 

No power 01) earth can maintain wages when there are not enough jobs to 
go round. No power on earth can depress wages when there are not enough 
men for the johs. In the language of Wilkins Micawber the matter might be 
stated thus:- . 

Jobs.. .. .. .. .. .. .. .. .. .. 4 
Applicants.. .. .. .. .. .. .. '. 5 

Result ....... , 

Jobs.. .. .. .. . ..... 
Applicants.. .. .. .. .. .. .. .. 

Result ................... . 

Low wages 

5 
4 

High wages 

The corrective for low wages is to increase the demand for goods and 
services. Artificial attempts to increase wages can have only one effect, that 
is to increase the price of goods. This results in fewer goods being bought, 
which in its turn leads to 'more unemployment and therefore to lower wages. 

The only effective way to raise wages in Canada to-day is to restllie the 
purahasing power of those who depend on the e"port market and put them in 
a position to buy the products of the others. This can be done only by restor
ing a parity between export and domestic prices. 

But so long as tariffs, quotas, regulations, agreements, etc., whether im
posed by governments or by other bodies, are permitted to artificially maintain 
domestic prices above export prices, there can be no hope of satisfactory wage 
conditions or employment conditions in Canada. 

The right of the worker to sell his l~bour to the highest bidder should not 
be interferred with. 

Conditions arise where unscrupulous employers take advantage of the in
ability of tlheir workers to find other employment and force them to accept wages 
on which it is impossible to live. 

Minimum wage laws are intended to protect the helpless worker from the 
unscrupulous employer. Their purpose is not to fix a standard wage-ilut to 
see that no worker gets less than a living wage. The minimum set is determined 
by the cost of living. As living costs vary in different provinces of the Do-
minion, different minima have been set. . 

It has been suggested that we should ha "e a uniform minimum wage 
throughout the Dominion. In my opinion, this would be unfair as it would 
make real wages much higher in provinces where living is cheap than where it 
is dear. 

The avowed purpose of those who advocate a uniform, nation-wide mini, 
mum wage, is to equalize production costs throughout the Dominion. In my 
opinion, minimum wage laws were never intended as a means of equalizing pro
duction costs in different parts of the country and could not be justified on such 
grounds. To use these laws for such a purpose would be a gross discrimination 
against certain districts. The Commission discovered cases where whole com
munities were out of employment. Some geographical or other natural handi
cap made it impossible for their industries to carry on in competition with 
more favoured districts. The only way they could overcome that handicap was 
by putting more of their own effort into their product, that iB by taking lower 
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wages. Uniform minimum wage laws applied to all industries would mean that 
some of these less favoured communities would be denied the right to engage 
in any industry at all. 

Since the cost of living and local conditions are the governing factors in 
determining minimum wage rates, and since these factors vary in different 
parts of the Dominion, it would appear that the provincial governments are 
the proper authorities to deal with these matters. It would also seem that the 
provinces are in a better position to enforce minimum wage laws than is the 
Dominion. 

I can see no good purpose in amending the B.N·A. Act so as to give the 
Dominion jurisdiction in these matters. 

In its concluding chapter the report recommends the appointment of a 
Federal Trade and Industry Commission with wide powers to control and 
regulate business and industry. 

The powers and duties of this Commission are outlined in Chapter IX of the 
report. 

Some of the things there suggested should be done and some of them should 
not be done. 

There is plenty of machinery already in existence to do all that should be 
done and there is no need of setting up any more. . 

The Combines Act is being administered by an efficient staff. Some slight 
amendments to the Act and a simplifying of the procedure and a sympathetic 
attitude on the part of the government is all that is required to make it effective 

The regulation of monopoly pre-supposes the sanctioning of it. The two 
principle objections to monopoly are, first, that it oppresses the consumer, and, 
second, that it becomes extravagant, unprogressive and inefficient. All the 
proposed Commission could do with monopoly would be to regulate its dealings 
with the puhlic. It could not provide for efficiency and· progressive manage
ment. The only effective way to deal with monopolistic organizations is to 
expose them to merciless competition, which will force them to efficiency or to 
bankruptcy. There are very few international monopolies and those that exist 
are likely to be short-lived. Monopolies grow up under the shelter of a protec
tive tariff and unnot survive without such shelter. The remedy is to remove 
the tariff. Any government commission would be a long time in suggesting 
such a remedy. 

For the protection of the consumer the maiority report recommends that 
the proposed Commission be empowered to deal with such matters as short 
weights, false advertising, trade mark imitation, suppression of patents, mis
representation of goods, etc. Already we have laws against these things. If 
such laws are not effective they ought to be made so. Sufficient machinery exists 
in the Departments of Trade and Commerce, Agriculture and Labour, and in 
the police courts, to enforce the law. If that lDachinery does not operate, steps 
should be taken to see that it does. I see no necessity for setting lip new ma
chinery for the purpose. 

There is something to be said in favour of consumer standards; but there 
is grave danger that such standards might be so arranged as to play into the 
hands of monopoly or big business. It might easily happen that designing per
sons would succeed in having standards set and rules and regulations established 
that would work injustice to their competitors and even have· the effect of 
eliminating effective competition from the market. 

Corporations wishing to sell their securities in Canada must apply to. the 
Secretary of State or to one of the Provincial Governments for a charter; . There 
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is no reason why the authorities issuing these charters should not examine elosely 
into the financial structure of such corporations and do everything the proposed 
Securities Investment Board could do to protect the investing public from the 
machinations of dishonest promoters. 

The suggestion that the proposed Commission might advise the Governor-in
Council to grant powers of self-government in industry simply means that 
power be given to set aside the Combines Act and allow certain groups to form 
themselves into combines and monopolies. 

Any proposal to empower a commission to modify "cut-throat competition" 
and thereafter regulate industries that indulge in it, should be condemned. Who 
will define" cut-throat competition"? Any competition that a man cannot meet 
is " cut-throat" to him. The only way to prevent such competition is to resort 
to price-fixing, and price-fixing means a further sacrifice of the general interest 
to the interest of a particular group. 

The idea of setting up a commission with power not only to prohibit unfair 
competitive practices but also to define what is fair and what is unfair is 
repugnant to our sense of freedom and justice. The majority report clearly 
indicates that the Commission have in mind making it a crime to give dis
criminatory discounts, rebates ot allowances, or to sell cheaper in some districts 
than in others or to indulge in predatory priee cutting-whatever that is. 

However much these things might inconvenience competitors I caDDot re
gard them as crimes. Where a system of price maintenance prevails, they may 
be the first indication of a break in the line and the lower prices they give to 
some people to-day might be the forerunner of lower prices to everybody to
morrow. 

The following extract from a letter written by a retail merchant in British 
Columbia to the Premier of that province, and widely published, sets forth the 
case very clearly:-

While we are now members of the Retail Merchants Association, we 
are not at all in sympathy with, nor do we believe any form of Govern
ment interference, is the solution to our difficulties. We recognize the prob
lem about which the Retail Merchants are complaining. Undoubtedly it is 
a serious one, but we cannot endorse the remedy proposed because we do 
not think it is based on an intelligent understanding of the cause of our 
trouble. We further believe that any form of Government interference or 
restriction would merely have the effect of alienating the sympathy of 
the consumer, whose burden is already heavy enough and who might very 
properly resent what certainly could he interpreted as an attempt at 
trade restriction within the borders of Canada. 

The proposed Commission would, if set up, add considerably to the cost of 
government and would be another burden on the taxpayers. It would soon 
develop into a nation-wide organization, with officials and inspectors all over 
the Dominion. Its activities would be meddlesome and mischievous. Its 
authority could be used to promote combines and monopolies. Its tendency 
would be more and more to regulate and restrict business, to discourage enter
prise and initiative and to sacrifice the consumer's interests to the interests of 
the particular classes with which it would be in constant touch. 

When one considers that one-third of our total national income is collected 
in taxes by the various ta."ting bodies, and when one considers how little we 
get for that third as compared with what we get for the other two-thirds, one is 
forced to the concluMon that there is more extravagance and inefficiency in gov
ernment than there is in business. Under the circumstances it would be the 
height of impertinence for governments to assume that efficiency could be pro
moted or waste eliminated by letting them regulate business. 
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We have studied the prohlem of the small merchant and the large merchant, 
of the manufacturer and the wage-earner, of the stock raiser and the fisherman, 
of the export industries and the domestic industries, and we have found that the 
same problem is common to them all. It is the problem of finding buyers for 
their wares. Buyers cannot be found because the disparity between prices of 
primary and of secondary products makes it impossible for primary producers to 
purchase the goods or the services of other classes. The remedy lies in restoring 
that parity. 

The great defect in the majority report is, that it seeks to do this by 
artificially raising the prices of primary products above world levels, on the 
domestic market, and dumping our surplus abroad. If we should succeed in 
doing this it would only mean that we would be taxing our own people and 
bonusing our foreign competitors in their efforts to undersell us in the markets of 
the world. At best, this policy could benefit only a few classes in the community 
and that by adding to the burden of others who are already bearing more than 
their share of the load. The only interest that is not a class interest is the con
sumer interest. The only legislation that is not class legislation is legislation in 
the interests of the consumer. In seeking the remedy for our economic ills, we 
should always keep the consumer's interest uppermost in our minds for "the 
consumer's interest is the interest of the human race." 

(Signed) 

E. J. YOUNG. 
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ADAMSON. GEORGE A .••..•.•...•.•..••• Auditor. Clarkson. Gordon. Dilworth. Guilfoyle 
and Nash, Toronto, Ont. 

ARSENAULT. NAPOLEON ....••.....•...• Representing the fishermen of Mount Carmel. 
P.El. 

ATKINSON. STANLEy ..•.•.......••..••..• Ex-Manager. Dominion Stores. Limited. To
ronto Onto 

AYLEN, ALDOUS .......................... Counsel. Stop &: Shop Ltd .• Toronto. Onto 
BADDEN, H. 1 ............................ . Secretary, Rubber Footwear Association, To--

ronto,Ont. 
BAILEY. LEWIS V ......................... Repre.enting the fishermen of Digby County. 

N.8. 
BAILEY. R. H. Moo ......................... President. Alberta Milk and Cream Produce .. 

. AssOciation, Edmonton, Alta. 
BAINARD. R. Hoo .•..•.•...•..•.••.•..•••.•. Comptroller, National Grocera Co. Ltd .• To

ronto,Ont. 
BALLANTYNE. C. Too ............•....•.•.. Counael. Dominion Textile Co. Ltd .• Montreal. 

Que. 
BANNINGA. P. Poo .............•.......••.. Merchandising Manager. Metropolitan Stores. 

Ltd" London, Onto 
BARNES. DR. ROBERT .................... Chief, Meat and Canned Foods Division. De-

partment of Agriculture. Ottawa, Ont. 
BARR, G. H" X.C ........................... Solicitor for Saskatchewan Co-operative Live 

Stock Association. 
BEEBE, L. Woo .••.........•......•..••.••.• Manager, Montrea1 Division, Great Atlantic &: 

Pacific Tea Co. Ltd .• Montreal. Que. 
BERGES, E. A ...•...........•...•..•.•.... Representing Berge. &: Shelley. Kitchener, Ont. 
BERKSTRESSER. HAROLD ................ General Manager. Great Atlantic and Pacific 

. Tea Co. Ltd., Toronto, Onto 
BETHEL. FRANK ............•.....•..•.... Superintendent of Factories. T. Eaton Co. Ltd .• 

Toronto, Onto 
BIGGER, H. J ............................... General Manager, American Can Company 

(Canadian District> Hamilton, Onto . 
BLAIS. PHILIPPE ..•....••.••..••.......... Manager, Yamaeka Valley Tobacco Growers' 

Co-operative, St. Cesaire, Que. 
BRAGG, NELSON .......................... Ex-Manager, Dominion Stores, Ltd., Toronto, 

Onto 
BREDIN. MARK .......................... President. Canadian Bakers Association, To-

ronto, Onto 
BRITTAIN. ALFRED H .................... President. Maritime National Fish Corpora-

tion Limited, Halifax, N.s. 
BROADFOOT, S. R .......................... Counsel, Dominion Stores, Limited, Toronto, 

Onto 
BUCKLE. HON. WALTER Coo .............. Minister of Agrioulture. Province of Saskatche-

wan. 
BUELL. HENRY P .......•..•..•.••.•....• Vice-President, The Imperial Tobacco Com

pany of Canada, Ltd., Montreal, Que. 
BULLEN. J. Moo ...........••.............• Counsel. Inlemaiflional Ladi .... Garment Work

ers, Toronto, Onto 
BYERS. JACK •.•.........•...•..•••.••.•.. Manager, Western Stock Growers' Association. 

Calgary, Alta. 
OAHAN. HON. C. Hoo ..................... Secretary of State. Ottawa. Onto 
CARLISLE. C. Hoo ......................... President. Goodyear Tire and Rubber Com-

pany. Toronto, Onto 
OARTE~J J. Coo ............................. Counsel, T. Eaton Co. Ltd .• Toronto. Onto 
CASSIDx, H. M .......... H ................ Assistant Profesor of Social Science, Univer-

sity of Toronto, Toronto, Onto 
OHAMBERS. MISS JEAN ••.•....•.....•.. Ex-employee. T. Eaton Co. Ltd., Toronto, On!. 
CHAPMAN. T. ROSS ...................... Member, Toronto Live Stock Exchange, To-

ronto,Ont. 
CHARTRJ.ND. VICTOR •.••...........•..•• Vice-President, Fo,...,t Ltd .• L'Epiphanie, Que 

308 



LIST OF WITNESSES AND COUNSEL 309 

CHEVRm. PIUS ........................... Representing the fishermen of Souris and the 
Eaatern coast of Prince Edward Island. 

CHIPMAN. MRS. J. R. H .• •.•..••...••••.•• W,tn .... for Chain Stores. Toronto. Onto 
CLARK, JAMES E .••••••••..•....••.•••••• Chemical Engineer. Canadian Inspection and 

Testing Co. Ltd. Toronto. Onto 
CLARK. ROBERT W ..•..•............•..• Auditor. Fred Page Higgins <I: Co .• Toronto, 

Onto 
OOADY. DR. M. M .•..•.•.•.•••.•••..•••• Director of Extension Service of St. Francis 

Xavier University, Antigonish, N's. 
COATS. DR. R. H ................ : .......... Dominion Statistician, Ottawa, Onto 
CONNOR. HAROI,D G ....•............•.•• Manager. Maritime National Fish Corporation. 

Limited. Halifax, N.s. . 
COOK. WARREN K .••••.••.••••••.•••••.• President. Canadian Association of Garment 

Manufacturers, Toronto, Onto 
OOOTES. H. M ............•..............•. Auditor, Fred Page Higgins <I: Co., Toronto. 

Onto 
OOUTURE. ERNEST ..•....•...•••..•...•• Representing fishermen of Grande River. Gaspe 

County. Que. 
COWIE, J. J ... , ............................ . Director of Fisheries, Department of Fisheries. 

Ottawa, Onto . 
CRAIG. J. A .• MLA ......•....... ......... Member of Committee on Agriculture and 

Colonization, Province of Ontario. 
ORAISE, H. L. ............................ Representing the Ontario Growers' Market 

Council, St. Catharines, Onto 
CROSBIE. WM. A ..•.•••••.•••••..••.....• Auditor and Investigator. Ottawa. Onto 
CROUCHER. PERCy .•.•.•.•.•....•.••..•. Secretary-Treaaurer. Canadian Canne", Limi-

. ted, Hamilton, Onto 
CROWDER, JOSEPH T ................... Merchandising Counsel. Toronto. Ont. 
CUDDY. SUTHERLAND ................... inapector of Weighta and Meaaures. Depart-

ment of Trade and Commerce, Ottawa Onto 
DABOLL. H. B ............................. Rep ....... ting J. A. Daboll and Son, Foothill, 

Onto 
DANKERT. MISS LYDIA ................ Employee. T. Eaton Co. Ltd .• Toronto. Onto 
DEMPSTER. JAMES ..•..••.......•....... Independent Baker. Toronto. Onto 
DESAUTELS. JOSEPH .................... Secretary-Treaaurer. Fashion Craft Ltd .• and 

Victoria Clothing Company, Montreal. 
Que. 

DION. CAMILLE ..••.....••••.•..•••.•.••• Inspector of Weighta and Meaaures. Depart
ment of Trade and Commerce, Ottawa, 
Onto 

DOBELL. S. H ......••.........•.........•• Auditor. Clarkson. Gordon. Dilworth. Guilfoyle 
and Nash, Ottawa, Onto 

DONENCOURT. MISS JEANETTE •.•...••• Ex-employee. Fashion Craft Ltd., Victoriaville. 
. Que. 

DONOVAN. M. G ........................... Member of Montreal Live Sto.ck Exchange. 
Montreal, Que. 

DOYLE. J. CUTHSERTSON ..•••.•..•••.• Secretary. Nova Scotia Board. Retail Mer
chants Association of Canada. , 

DOYLE. J. P .............................. . Clerk of Petitions, House of Commons, Ottawa, 
Onto 

DRIVER. HERBERT WM ..•.••.•..••...•• Auditor. Fred Page Higgins &; Co .• Toronto. 
Onto 

DRYNAN. WM. R ......................... General Manager. Canadian Canners Limited. 
HamiltoD, Onto . 

DUQUETTE. A. • ..•..•.....•...••....•.•. Business Agent. Amalgamated Clothing Work
ers Union, Montreal. Que. 

EDEN. W. A ............................... President. Dominion Rubber Co. Ltd. Mont-
real, Que. 

ELLIS, ARTHUR, X.C ....................... Counsel, Dominion Stores Limited, Toronto, 
Onto 

FALOONER, C. C .••• ,.,", •••..• ,.,"',.," Representative of Retail Merchants of Mani-
toba. 

FESSENDEN, C. V .•. ; ..................... Investigator. Montreal. Que. 
FORD. IRVING ............................ Employee, T. Eaton Co. Ltd .• Toronto, OnL 
FOREST, ERNEST ........................ Notary. L'Epiphanie. Que. 
FORTIER, H. C ............................. Tobacco Distributor, Montreal, Que. 
FORTINGTON. A. E ....................... Markets Intelligence Branch, Department of 

Trade and Commerce, Ottawa, Onto 
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FOSTER, ARCHIE .......••...•...•..•.••• President, National Grocers Co. Ltd, Toronto, 
Onto 

FRALEIGH, HOWARD, MLA ............. Member of Committee on Agriculture and 
Colonization. Province of Ontario. 

FRANCQ, GUSTAVE ••.•••••••••••••••..•• Chairman. Women', Minimum Wage Comm;'" 
sion, Province of Quebec. 

FRASER. LEONARD W .................... Investigator. fulif"", N.8. 
FRAWLEY, J. J, K.C ..................... Solicitor to Attomey-Gen .. al of Alberta, At-

torney-GeneraI's Department, Province of 
Alberta. 

FREEMAN. H. A ........................... Tobacco Grower, Simeoe. Onto 
FREER, OSWALD .......................... Representative of United Stockmen Limited. 

Winnipeg, Man. 
FRENETTE, CHARLES ...•.••••••.•.••..•• Tobacco dealer. St. Chari .. de BelIecb .... , Que. 
FRIEDMAN, J ............................. Factory Manager, Rubin Brothen, Victori ... 

ville, Que. 
GIBSON, GEORGE A. J .................... Auditor. Fred Page Higgins It Co., Toronto, 

Ont. 
GILMOUR, DAVID ........................ Grower, Wain1leet Township, Onto 
GLASSCO, J. G ............................. Auditor, Clarkson, Gordon, Dilworth, Guilfoyle 

and Nash, Toronto, Ont. 
GOOD, w.e ................ 4 •••••••••••••••• President, Co-operative Union of Canada. 

Brantford, Onto 
GORDON, W. L ............................. Auditor. Clarkson. Gordon. Dilworth, Guilfoyle 

and Nash, Toronto, Onto 
GOULD, R. W ............................... SecretarY. Canadian Fisheri.. Aooociation, 

Montreal, Que. 
GRASSBY, A. E ............................. Member of Manitoba Brsncb, Retail Mer-

chants AssOciation of Canada. 
GREGORY, FRANCIS .•.•••.••.•.•••••••.•• Ex."mployee. Imperial Tobaoeo Company of 

Canada, Ltd. 
GRODINSKY, GORDON .•.••.••..••.•••.• Ex."mployee, Thrift Storea Ltd., Montreal. 

Que. 
GROSE, EARLE M ......................... Independent dealer in fertililer, Toronto, Ont. 
GROSSMAN ... }-IRS. GERALD .............. Witness for Chain Stor~, Ottaw •• /?nt. . . 
GRUBB, RI!JliINALD ...••••••••••..•••••.. General Manager, Canadian Industries LlIDl-

ted. Montreal, Que. 
GUAY, MARCEL .......................... Auditor, Fred Page Higgins It Co., Toronto, 

Ont. 
HAOHE, ADOLPHE ........................ Rep .... enting the fishermen of Oloucester 

. County and Shippigan and Caraquet b-
lande. NB. 

HALLA~ DOUGLAS ...................... Secretary. Silk Association of Canada. 
HAMBLx. C. W .• MLA ................... Drover. Napanee, Ont. 
HAMEL, MISS ELEANORE •.•••...•••••... Ex."mployee, Rubin Brothers Limited, Vic

toriaville, Que. 
HAMEL, MISS NOLEA •••••••.••••••••••••• Ex."mployee, Rubin Brothers, Limited. Vi ... 

toriaville, Que. 
HAMON, WENCESLAUS ••••••••••••••••••• Representing the fishermen of Malbaie. Gaspe, 

Que. 
HANEY. ARTHUR M ....•••....•••••••.•••• Repreaenting the weir fishing industry of Deer 

Island, NB. 
HANLON, ALFRED ........................ p,...jdeDlt, United Moritim. FisbenDe ... Canao, 

N.8. 
HANNAY, A. B .•...•. ; ..................... Secretary, Rubber Aoooclation of Canada, To-

ronto, Onto 
HARRINGTON. LESLIE J ................. Manager. F. W. Woolworth Co. Ltd. of Can-

ada, Toronto, Ont. 
HARRISON, G. E. W ...••.•.•••.••••.•••..• Representing Harrison Brothers. Ltd. Montreal, 

Que. 
HARRISON, W. H ......................... Representing Harrison Brothen. Ltd. Montreal, 

Que. d of G d HARVEY, FLETCHER •.••.•••••••••••••••• Repreaentative of fishermen of Isl... ran 
Manan, NB. 

HEARST. J. E ......•••.••••••••••••••••••• Comptroller. S. S. Kresge Co. LkI, Toronto, 
Onl. 

HIGGINS. F. PAGE ........................ Auditor, Fred Page Higgina .I: Co., Toronto, 
Ont. 
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HOADLEY, HON. GEORGE ................ Minister of Health, Railways and Telephones, 
Trade and Industry, Province of Alberta. 

HODGSON, 'V. M .......................... President, Thrift Stores Ltd" Montreal, Que. 
HOLDEN, A. R.o ........................... Counsel, Dominion Textile Co. Ltd" Montreal, 

Que. 
HOMMEL, R. B ........................... President, Stop & Shop Ltd" Toronto, Onto 
HOUGHAM, GEORGE S ................... Executive Secretary, Ontario Branch of Retail 

Merchants Association of Canada. 
HUGHES, JOHN ... " ...................... Secretary-Trc'asurer, L. O. Grothe Limited, 

Montreal, Que. 
HUNT, HUBERT .......................... Superintendent, Dominion Stores, Limited, Ot-

tawa, Ont. 
HUJ\T, W, H ......................... , ..... Favmer, Northumberland County, Onto 
HUNTER, MISS MARy ................... Employee, T. Eaton Co. Ltd., Toronto, Ont. 
BURSON, T. V .. , ................ , ........ , Dept. of National Revenue. Ottawa. 
HUTCHISON, T. A, M .. " ........ , ..... , .. Auditor, Peat, Marwick, Mitchell & Co., 

Toronto, Onto 
HUTCHISON, MISS WINIFRED, BA ..... Investigator, Toronto, Onto 
INGALDSON, 1.. ........................... Manager, Canadian Livestock Co-operative 

(W.estern) Limited, 'Winnipeg, Man. 
IRVIXE, JOH~ A .......................... Independent butcher, Ottawa, Onto 
IVEY, G. R ................................. Counsel, F. W. Woolworth Co. Ltd. of Canada, 

Toronto, Onto 
JAMIESON, A. E., lVI.L.A .................. Chairman, Committee on Agriculture and 

Colonization, Province of Ontario. 
JARCHOW", C. E ........................... Assistant Comptroller, Int€rnational Harvester 

Company, Chicago, Ill., U. S. A. 
JETTE, J. R ................................ Manager, I. Caron Limited, Montreal, Que. 
JOHNSON, MRS LILLIAN .•............... Ex--employee, T. Eaton Co. Ltd., Toronto, Onto 
JOHNSTON, F. M .......................... In'Ve6tigatar, Montreal, Que. 
JOHNSTON, J. G ........................... Secretary-Treasurer, Canadian Chain Stores 

Association, Toronto, Onto 
JOHNSTON, STRACHAN, KC ............. Counsel, Great Atlantic and Pacific T .. 

Company and Stop & Shop Ltd. 
JOUDIN, JOE A ............................ Ex-stare Manager, Great Atlantic and Pacific 

Tea Company, Montreal, Que. 
HAHNE, J ........................... -...... Rcpresenrtative of Associated Clothing Manu-

facturers of Quebec, Montreal, Que. 
KAY, WM. R ............................... Auditor, Fred Page Higgins & Co., Toronto, 

Onto 
KELLOCK, R. L ............................ Counsel, T. Eaton Co. Ltd., Toronto, Ont. 
KENNEDY, H. P ........................... President, Edmonton Stockyard Limited, and 

Union Stockyards of Saskatoon. 
KERR, MAJOR O. J ....................... Mayor of Stratford, Ont. 
KINGSTON, 'V. F ......................... Tobacco grower, Norfolk and Elgin Counties, 

Onto 
KIRK, SAMUEL ........................... Superintendent, Stop & Shop Ltd., Toronto, 

Onto 
KIRKWOOD, MISS DORIS ................ Employee, T. Eaton Co. Ltd., Toronto, Onto 
KNICKLE, CAPTAIN ROLAND ........... Representing the fuheTmen of Lunenburg, 

Lockeport and South shore fisheTies, Nova 
Scotia. 

LANCASTER, H. M ....................... Dominion Analyst, Ottawa, Ont. 
LANDRY, NUMA, JR ...................... Store Maooger, Thrift Stores Ltd., Montreal, 

Que. 
LANGLAIS, MISS A ....................... Ex-employee, Fashion Craft Ltd., Victoria-

ville, Q.ue. 
LASH, J. F .................................. Solicitor, Domin·ion Securities Corporation., 

Limited', Toronto, Onto 
LAVER, A. V ............................... Commissi'onEr of Public Welfare, Toronto, 

Onto 
LAW, J ..................................... Maooger, Wilsil Limited, Montreal, Que. 
LAWRENCE, WM. JAMES THOS .......... Ex-store Mauager, Stop & Shop Ltd., Toronto. 

Onto 
LEA, T L .................................. M·an'3.ger, OntaTio Leaf Department, The Im-

perial Tubacco Company of Canada Ltd. 
LeBEL. A. 1\1.. ............................. Counsel, M'Etropolitan Stores Ltd., London, 

Ont. 
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LEBLANC. HECTOR ...................... Store Manager. Thrift Stor .... Montresl. Que. 
LEITCH. ARCHIBALD ...•............•.•• Tobacco grower. Guelph. Onto 
LETENDRESSE. MISS AILINE ...........• Ex-employee. Fashion Oraft. Vietoriaville. 

Que. 
LEVEE. J. P .•.............•...•.....•...••• NatioDtIJ Asoooiated Worn""'. Wear Bureau. 

Montreal. Que. 
LEWIS. MISS KATE .....••....•.........•• Employee. T. Eaton Co. Ltd .• Toronto. Onto 
LLOYD. MISS VIOLET ..........•.....•.• Employee.T. Eaton Co. Ltd .• ToroMo. Oat. 
LOCKWOOD. NORMAN A .............•••. Preoident. Hodge Tobacco Company. Kings-

ville, Ont. 
LOGGIE. LEONARD ...•..........•.....••• Vice-Preoidell't. United Maritime Fishermen'. 

. Federation, representing the fishermen of 
Miramiclll River and Northumberland 
County. N. B. 

LUNEAN. MISS OREA ..........•.•...•••• Ex-employee. Fashion Craft Ltd .• Victoriaville. 
Que. 

MACFARLANE. E. D. H. ...•...........•.. Seoretary-Treasurer. Whittall Can Co. Ltd .• 
MODlreal. Que. 

MACKAY. ALEXANDER C ....•.......••• Repreeenting Retoil Merch&llll.a' Association of 
Alberta. 

MACKENZIE. ALEXANDER ....•.•...•••. Wholesale butcher. Toront'!o O!'t. 
MACLACHLAN. D. C ..•••...•......•...••• Genaral Maneger. Maple Leal Milling Com

pany, Toronto, Onto 
MACLEAY. RODERICK ....•.....•.•...•.• Rancher. High River. Alta. 
MACTAVISH. D. A .•.....•.....•.......... Coumeel. Cs.no.dian Chain Store Association. 

Toronto, Onto 
MANN. J. A .........•...............•...••• Couneel. Whitta1l Can Co. Ltd .• Montreal. 

Que. 
MARION. JOSEPH ..................•....• Farmer and Dealer in leaf tobacco. St. Jacques 

It' Achigan·, M{)ntoalm County. Que. 
MARSHALL. HARRy ...............•...... P·roprietor of H. Marshall Co .• Montreal ... Que. 
MAS0J:lJ~ G. W .• K.C ........•.............• Counsel. T. Eaton Co. Ltd .• TOl'Onto. unto 
MATTw>WS. EDWARD ................... Rep ..... nting the fishel"lIlm of Campobello 

Island. N. B. 
MATTHEWS. GEORGE R ....•............ Secretary, British Columbia Provineial Board • 

. Retail Merchants' A890cilltiOD.. Vancouver, 
B. C. 

MATTHEWS. HON. R. C .•...•..........•• Minister of Natio ... 1 RevelMle. Ottawa. Onto 
McADAM, V. F ............................. Secretary and Ma.nager, Boys' Home, Mant-

. . real. Que. 
McCALLUM. J. M ...................•...••• Chief of the Market Service. Live Stock 

Branch, Department of Agriculture, 
Ottawa. Onto 

McCARTHY. WM. H ........•••...•.•....•• Managing Director. Street..ville Flour Mills. 
Silreetsville. Onto 

McINTOSH. F. R ....•...........•.....••..• General Manager. Associated Quality Canners 
Limited, Toronto, Onto 

McKAY. J. F .........•••..••....•.•....•••• PreeideDt. Ontario Tobacco Plantatione Ltd .• 
Toronto, Oot. 

McKENZIE, HON. DONALD GORDON ..•• Minister of Agriculture. Province of Manitoba. 
McLEAN. ALEXANDER NEIL ...•••...••• Preoident. Connor Brothers. Blacks Harbour. 

N. B. 
McLEAN. ALLAN N. A .•..••.•...•.•...•.•• Representing Connor Brothers Limited. Blacks 

Hamour, N. B. 
McLEAN. D. J .............................. Superintendent. Weights and Measures. De-

parlment of Trade and Commerce, Ottawa, 
Onto 

McLEAN, J. S ...... " ... , .. , ..... , .......... President, Canada Packers Limited, TOTonto, 
Onto 

McMANN. HOLLAND ..•••..............•• Ex-manager. Great Atlantic and Pacific Tea 
Co. Ltd.:! Toronto. Onto 

McMULLE~ MISS MAy .•.•......•.••.••• Employee. T. Eaton Co. Ltd .• Torooto. Onto 
McQUARRlJ!.,,-W. L ......................... Seeretary. Saskatchewan Branch. Retail M ..... 

, chants A9IOCiation of Canada. 
McWATTERS. WILLIS ...................• Ex-Manager. Dominion Stores Limited. To-
.. ronto Ont, 

MENDELSOLH, S. LEON .................. Couneel. Rubin Brothers. Victoriaville. Que. 
MERRILL. W. A .• K.C ..................... COUD6eI. Thrift Stores Ltd .• Montreal. Que. 
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MESSIER. ROSARIO ...................... Acting Dominion Secretary. Retail Merchanta 
A..soci8lt.ion of CBoDada. 

MILLER, GRAy •..•.••.••..•..•..•....•••• President. Imperial Tob • ..., Company of 
Canada Limited. MOllllreal. Q ..... 

MOORE. FRANK S .......•..••••......•••• Departmellll Me.nager. T. Eaton Co. Ltd .• 
Torouto. Ont. 

MOORE. TOM ............................. PrESident, Canadian Trad .. and Labour Con-
gress. Ottaw&, Onto . 

MORIN. EUGENE .........••.•.....•..•••• Manager. Fishermen's Co-operative. Gaspe 
County Que. 

MORRISON. CECIL ......•........•..••••• Manager. Mottison-Lamothe Ltd.. Olitaw •• 
Onto 

MORRISSON. C. RoO ...•.••.••.•...•.•..••• President. Inte ..... tiona! Ha1"Vester Company 
of Ca.nada Limited. Hamilton. Onto 

MORTON. F. MoO .......................... Vi .... P .... ident, Intern .. tional Harvester Com-
. pa.ny Lillllted, Hamilton, Onto 

MOYER. ELLIS •...................•....•.• Representing Moyer Brothers Limited. St. 
Catharines. Onto 

MUNICH. A. GoO ........................... President. Benson .nd Hedges (Can.d.) 
Limited. Montreal. Que. 

NASH. MAJOR A. E ....................... Auditor. CIMksoll, Gordon. Dilworth. Guil-
. foyle and Nash, Toronto, Onto 

NIGHTINGALE. FoO ...•....•..•....•..•••• Auditor! Halifax. N. S. 
NOLAN. MISS K ........................... Ex ... mp oyee. T.Eaton Co. Ltd .• Toronto. Onto 
NOLIN, MISS BERTHE ................... Former factory worker, Vietorio.ville, Que. 
OSWIN. GORDON ......................... Salesman for United Farme", Live Stock De-

partmeDt., Toronto, Ont. 
PACE. GEORGE ............................ Ex-Manager. Dominion StorestToronto. Onto 
PARDOE. AVERN ......................... President. Canadian Ca........ td .• Hamilton. 

Onto 
PATTON. M. J.. ........................... Economist, Canadian Chain Store Association. 

Toronto, Onto 
PEAKER. WM. JoO ...•.••.....•.•..••.•... Investigator. Ottawa. Onto 
PELLETIER~ MISS R ......•.............• Ex-employee. Fashion CmIt. Victoriaville. Que. 
PERKINS. "m ............................ Wholesale and retail fish desler .... Toronto. Onto 
PERKS. M~ FLORENCE •.•.•.........•.. Employee. T. Eaton Co. Ltd .• Toront~ Ont. 
PERRAULT. ANTONIO ...••...•..••.•..•• Counsel. Fashion CmIt Manufacturers and 

Victoria. Clothing Limited, Mon.treal, Que. 
PETERSON. A. W ......................... Assistant Chief,/. Division of Field Service. 

< • Livestock Hrancll. Departm_ of Agri
culture, Ottawa. Onto 

PICARD. A. C .............................. Viae-President in cl,arge of &ales" Rock City 
Tobacco Company Limited "luebec, P .Q. 

PINCHIN. R. JoO ..•...•..•••...•.•.•...•••• Vice-P .... ident. Copeland Flour Mills Limited. 
Midland. Onto 

POLLIN, ROBERT .......................... Manager, Dominion Stores, Montreal, Que. 
PRIOR. P. GoO .............•........•.•..••.• Secretary-Treasurer. Associated Quality Can

ners Limited, Toronto, Onto 
QUINN. A. B ............................... Member of Toronto Live Stock Excbange. 

Toronto. Onto 
RANKIN. WMoO ........................... Vice-President. King and Rankin Limited. 

Belleville. Onto 
REICH. JACOB ..••........•..•....•..••.•• Busin .... Agent. Amalgamated Clothing Work

.ers of America, Montrea.l, Que. 
REID, CHARLES E ........................ Ex.Manager, Dominion Stores Ltd., Toronto, 

Onto 
RE112, MISS MABEL .•.........••.....•••• Employee. T. Eaton CD. Ltd .• Toronto. Onto 
REY 1'< OLDS. L. BoO •........•........•....•• Manager of Co-operative. Fruit Grower and 

Ga.rdener, Waterford· Onto 
RICE. FREDERICK CHARLES ..........•. Ex-Manager. Dominiol> Storeo Ltd .• Montresl. 

Que. 
RICHARD .• EUGENE ......••.•.•.......•.• p ... ident, Fashion Craft Manufacturers Ltd .• 

Montrea.l, Que. 
RICHARDSON. G. GoO •.•......•.•...•..••• Auditor. CI""kson, Gordon, Dilworth. Guil

foyle and Nash Toronto, Onto 
RICHARDSON. R. B ....................... Representing the A!golllquln Sea Foode Ltd .• 

St. Andrew •• N. B. 
ROBBINS. SYLVESTER ................... Former S.lesman for Cockahult Plow Com-

pany. Brantford. 0l1li. 
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ROBINSON, M. M .......................... Chairman, Ontario Growers' Markets Council, 
St. CathaJrines, Onrt. 

ROBLIN, P. E ............................. President, Saskatchewan Co-operative Live-
stock Producers Ltd. 

ROeH, ROSAIRE...... . ................ Manager, Tobacco Co-operative at L'Achigan, 
St. Jacques, Montcalm County. Que. 

RUMP, CHARLES W.o .................... Investigator, Toronto, Onto 
RYAN, T. J ................................ President, Montreal Livestock Exchange, 

Montreal, Que. 
SAIR, RICHARD A ........................ Ex-store Manager, Thrift Stores Ltd., Mont-

l'erul, Que. 
SARGEANT, W.o .......................... Manage'l", Goodrich Rubber Co" Kitchener,. 

Onto 
SCHAFRAN, JOSEPH ...................... General Manager, Thrift Stores Ltd., Mont-

real, Que. 
SCHNEIDERMAN, ALEX ................. President and General Manager, United 5c to 

$1.00 Stores, Montreal, Que. 
SCURRAH, CLARENCE ................... General Meat Superintendent, Dominion 

Stores Ltd., Montreal, Que. 
SCYTHES, E. C ............................ President, Victoria Toba.cco Plantations, Sim-

coe, Onto 
SHAW, JOHN ROSS ....................... Ex-President of Canada Furniture Manu-

facturers Ltd. 
SHEPHERD, A. B .......................... Auditor, Peat, Marwick, Mitchell and Com-

pany, Toronto, Onto 
SHORT, C. H. GoO ...•.•..•.•••••••••••.•••• Honorary President, Canadian National Mill

ers' Association, Toronto, Onto 
SMART, E. M .............................. Repl"OOenting Smart Brothers, Collingwood, 

Onto 
SMITH, A. L ............................... President, Eastem Canada Fertilizer Associa-

tion, WeIland, Onto 
SMITH, E. J ............................... Representing White Packing Co., Stratford, 

Onto 
SMITH, JOHN F ........................... Ex-employee, Dominion Stores Ltd., Toronto, 

ant. 
S::\IITH, JACK ............................. Supervisor, Dominion Stores Ltd., Toronto, 

Onto 
SMITH, MORLEy ......................... President, Dominion Stores Ltd., Toronto, 

ant. 
SaLLOWS, NORMAN CoO .................. Direct-or, United Maritime Fishermen's Union, 

representing the fishermen of Yarmouth 
and Shelburne Coun-ties, N. S. 

SO:MERSET, W. B .......................... Commissioner of Marketing for Ontario. 
SPAFFORD, EARL ......................... Vice-President in charge of sales and ad-

Yertising, Imperial Tobacco Company of 
Canada Ltd., Montreal, Que. 

SPARKS, R. P", ............ " •............ Ottawa, ant. 
SPECTOR. J. J ............................ Counsel for Miss Eleanor Hamel, factory 

worker, Victoriaville, Que. 
STAPELLS, RICHARD ..................... Chairman, Onta-rin Minimum Wage Board, 

Toront-o, Onto 
STE'VART, WALTER ..................... President, Macdonald Tobacco Company, 

Montreal, Que. 
S'VATMAN, M. R .......................... Tobacco Grower, Leammgton, Onto 
SWEET, E .................................. Counsel for the Cockshutt Plow Company 

Ltd., Brantford, ant. 
S'VINDEN, JOHN SoO ...................... Auditor and Investigator, Ottawa, Ont. 
TALBOT, HARRy ......................... Member for Toronto Liv·e Stock Exchange. 

Toronw, Onto 
TAPLEY, J. B .............................. Man-ager, Swift Canadian Company Ltd., 

. . Toronto, Onto 
TETRAULT, J. H .......................... ViC€-President, Quebec Division Retail Mer-

chants' AseociatiOIL, Drummondville, Que. 
THOMAS, C. W ............................ Representing Canadian Leaf Tobacco Co. Ltd., 

Chatham, Ourt. 
THOMPSON, COL. A. T ................... Counsel, Canadian Cann€rs Ltd., Hamilton, 

Onto 
THOMPSON, CLARENCE ................• Representing the fishermen of Dipper Harbour, 

Chance Harbour, Lome-ville and St. John 
Harbour, N. B. 



~IST OF WITNESSES AND COUNSEL 315 

TODD, S. E ................................. Secretary-Treasurer, Industrial Deyelopment 
Council of Canadian MEat Packers, To
ronto, Onto 

TORY, DR. H. M ..............•..•........ Presid€nt.: National Research Council, Ottawa, 
Onto 

TUCKER, MISS AMy ..................... Ex-employee, T. Eaton Co. Ltd., Toronto, Onto 
UNGER, J. B ............................... Treasurer and Controller, Metropolitan Stores 

Ltd" London, Ont. 
URQUHART, DANIEL, K.C ................ Coun""l, Loblaws Ltd., Toronto, Ont. 
VEZINA, DONAT .......................... Meat Manager, Dominion Stores, Quebec, 

P. Q. 
VIRTUE, LESLIE 0 ........................ Ex-store Manager, Stop & Shop Ltd., Toronto, 

Onto 
WALKER, H. C ............................ Counsel, S. S. Kresge Co. Limited, Toronto, 

Ont. 
WARD, H. 'V .............................. Vice-President of Canadian Bakeries Ltd., 

Calgary, Alta. 
WEIR, THOMAS ........................... Auditor, Clalrkson, Gordon, Dilworth, Guilfoyle 

and Nash, Toronto, Onto 
WELLS, MRS. ANNIE S ................... Ex-employee, T. Eaton Co. Ltd., ToroDJto, Onto 
WELLS, MISS WINIFRED ................. Ex-employe<, T. Eaton Co. Ltd., To.onto, Onto 
WERRETT, NORMAN .................... Grocer, Simcoe, Onto 
WHITE, ARTHUR F ....................... Representing Dominion Securities Corpora-

tion Limited, Toronto, Onto 
WHITE, PETER ........................... Cou_I, Loblaw's Limited, Toronto, Onto 
"WHITELY, H. S ............................ Statistician, Dominion. Bureau of Statistics, 

Ottawa, Onto 
WHITMAN, A. HANDFIELD ............. President, Robin, Jon€S and Whitman Ltd., 

Halifax, N. S. 
'VHITTALL, D. S ........................... Vice-President, Whittall Can Company Ltd" 

Montreal, QUie. 
1VILCOX, BURTON L ... , ................. Director, United Maritime Fishermen, Louis-

burg, N. S. 
1VILKINSON, A. J .. , .. , ................... Chairman of Council, Canadian Pharma-

oeutical Association, Windsor, Onto 
WILSON, W. A ............................. Animal Products Trade Commissioner, London, 

England. 
WOOD, JAMES ..... , ...................... St.ore Managerr, Dominion Stores Ltd., Toronto, 

Ont. 
WOOD, P. L ..... , .. ,., .................... Ex-Ma;nager, Stop & Shop, Montreal, Que. 
WORTH, REGINALD H. .................. Wages Office, T. Eaton Co. Ltd., Toronto, 

Onto 
WOODROW, WI\!. H ....................... Auditor, Fred Page Higgins & Co., Toronto, 

O"t. 
\VRIGHT, ROBERT A .................. , .. Presidenk, "Testern Canada Live Stock Union. 



ANNEX II 
UST OF DOCUMENTARY EXHIBITS FILED WITH COMMISSION 

Exhibit No. 
l-Copy and Proceedings,Evidence and Report of the Standing Committee of the House 

of Commons on Agriculture and Colonization; Session 1932_1933, respecting Milk 
and Milk Products. 

2-Memorandum. submitted by the Dominion Statistician: 1I Procedure of investigation 
under Government notice of motion dated January 29, 1934." 

S-Statement &howing: 
(a) Community price spreads. 
(b) Index numbers of Wheat, Flour and Bread, 1!r26-1933. 
(c) Canadian prices of Wheat and Wheat Products, 1932-1933. 
(d) Index numbers of Hogs, Pork carcass, Bacon and Lard, 1926-1933. 
(e) Canadian prices of Hogs and Hog Products, 1932-1933. 
(f) Index numbers of Sugal" at Vancouver, 1926-1933. 
(g) Vancouver prices of Sugar, 1932-1933. 

4--Minutes of Proceedings, Evidence, and Report of the Select Standing Committee on 
Banking and Commerce, 1932, respecting the inquiry on the Price of GasoJioe. 

S-Memore.ndum by the Dominion Statistician, entitled: If Commodities on which Data 
o to be Assembled." 
6-Reply to questionnaire on Minimum Wage Law, Province of Nova Scotia. 
7-Reply to questionnaire on Minimum Wage Law Province of Manitoba. 
8-Orders of the Ontario Minimum Wage Board, Nos. 3, 6, 10 to 39 inclusive, 41 to 50 

inclusive, and Amending Orders Nos. a and 29. 
9-Thirteenth Annual Report of the Ont.rio Wage Board, 1933. 

IO-Annual Report of the Women's Minimum. Wage Commiasion, Province of Quebec, for 
the year ending June 30, 1933. 

ll-An Act to provide for fixing 8. Minimum Wage for Women, Chapter 100, Revised 
Statutes of Quebec, 1925. 

I2-Li~t of fil'lll.!!l prosecuted under the Quebec Women's Minimum Wage Act, and penalty 
Imposed. 

IS-Form indicating" Rates per Hour." 
14-Question form for employers TB employees. Women's Minimum Wage Board, Quebec. 
IS-Minimum Wage Board Orders Nos. 3, 7 (amended> and 9a, Province of Quebec. 
I6-Statement entitled: (I Various Ways of Evading the Minimum Wage Law." 
17-Report on Labour Conditiona in the Men's Clothing Industry, by Messrs. F. R. Scott 

and H. M. Cassidy. 
"l9-Reply from the Province of Saskatchewan; to questionnaire on Minimum Wage Law. 
20-Report to the Honourable the Post.master General· on the methods adopt.ed in Canada 

in carrying out of Government Clothing Contracts, 1898, by W. L. MackelLlie King, 
MA., LL.B. 

2I-Report on Wages, Hours and Working conditions in Automotive TraDEport Industry, 
1933, issued br the Department of Labour of Ontario. 

22-The Public Utilities Act, 1933 Amendment Act, 1933 Province of Alberta. 
2l>-{)rder No. 6996 (Edmonton Order), by the Board ;/ Public Utility Commissioners for 

Province of Alberta. 
26-0rder No. 6941 (Calgary Order), by Board of Utility Commissioners for the Province 

of Alberta. 
27-Memorandum entitled: .. Regulations of Milk under the Public Utilities Act, Alberta." 
28-Reply from the Province of British Columbia, to questionnaire on the Minimum Wage 

Law. 
29-0rganization Chart, United States National Recovery Adininistration. 
SO-Memorandum by the Dominion Bureau of Statistics entitled: ~I Wholesale Prices of 

Canadian Farm Products and Other Commodity Groups 1928-1934. 
3I-Memorandum by the Dominion Bureau of Statistics entitied: II Price Index Numbers 

and Aetual Prices of Live Stock and Live Stock Products, 1926-1933." 
3Z-CojlY of tender and contract re purchase of caps by the Department of National 

Defence, as requested by Jhe Commission. 
82.-Letter from the Deputy Minister of Labour, to be added as part of Exhibit No. 32. 
33--Questionna.ire sent out by the Cana.dian Association of Garment Manufacturers to 

members of the Needle Trades. 
SS-Army and Navy Mail Order Catalogue, Regina, 1934. 
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Exhibit No. 
39-0riginal copy of letter addressed by the Executive Secretary of the Ontario Agricultural 

. Council to chain sLore Executive. 
4Oa-Advertisem.ent of Pickering Farm, Toronto 7'elegram, November 30, 1933. 
41-Copy ()f contract bf'hveen a cham store Executive and the manager of D. branch store 

(Thrift Stores Limited). 
43--SpecimPD sales slips showing. on rel'erse side, cash price guarantee, T. Eaton Co. Ltd. 
44-OfficiaJ copy of brief submitted by Mr. G. S. Hougham ... Ontario Board, Retail 

Merchants' Association of Canada. 
4S-Reply from the Province of Alberta to questionnaire on Minimum Wage Law. 
46-Constitution of the Canadian Chain Store As9ociation with accompanying letter. 
46a--Letters addressed to the Retail MerchllD.ts' Association. Winnipeg, by radio manu· 

facturers . 
• 7-Letter from the Manitoba Chapter, Association of Electragista International, to Retail 

Merchants of Canada Winnipeg. 
49-Telegram addressed to Mr. c. C. Falconer from Winnipeg r. glassware as premium in 

theatres. 
50-Telegram from Mr. J. W. Harr!,!> Saskatoon, to Mr. W. L. McQuarrie, Secretary, Sas

katchewan Branch of Retail Merchants' Association of Canada.. 
Sl-Copy of Resolution p .... d by Independent Retail Merchants of Yorkton, Sask., Te chain 

a.nd department stores advertising and accompanying file of letters from merchants. 
52--Series of advertisements, invoices, affidavits and price comparisons described as follows: 

(a) Groceries, fruits and provisions. 
(b) Dry goods, clothing, men's and women's wear. 
(e) Boots and shoes, rubber footwear. 
(d) Meats. 
(e) Drug trade and jewellers. 
(f) Pianos, radios, etc. 
(g) Furniture. 
(h) Automobile accessories, etc. 
(i) Hardware, lumber, fuel, and implements. 
(i) Affidavit TO misrepresentation in advertising bankrupt sales. 
(k) Letter 1"e misrepresentation in advertising tra.vellel'li sa.mples. 

SS-Copy of resolution p .... d by retsilers at Lloydminster, Sask. 
S4-8tatement from the Committee of the Charlottetown Board of Trade Te chain store 

and mail order houses together with statement of Wholesale Grocers' Committee and 
Agricultural Committee. 

56-Copy of bulletin re rubber footwear issued by the Dominion Rubber Association. 
57-Series of advertisements with attached data on cut prices. 
58-Data re cut prices on bread in Alberta as atIecting country bakers. 
59--Series of replies received from merchants af the retail trade in Nova Scotia., to a ques.

tionnaire sent out by the Nova Scotia. Branch of the Retail Merchants' Association. 
60-Series of advertisements with invoices, comparisons between wholesale and retail price! 

and other data indicating the effect of such advertisements as Loss Leaders. 
61--Brief submilJted by the Summerside Board of Trade dealing with the competition 

merchants have to meet from the Mail Order business. 
62--Series of advertisements.l letters, comparisons between wholesale and retail prices and 

other data, all identined in Evidence by numbers, from 1 to 26 inclusive (British 
Columbia). 

63-Suggestions for the elimination of unethical business practices, as approved by grocers 
and meat dealers in Vancouver. 

64-Rules, regulations and by-laws of the Toronto Live Stock Exchange and copy of " An 
Act respecting Live Stock," chapter 120, 1933. 

65-Resolutions from farmers' organization .. m the Province of Ontario, relative to the 
grading and supe",·ision of Canadian oacon shipped to the British market and to the 
shipping and marketing of live stock. 

66--Summarized report of proceeding of the Committee on Agriculture and Colonisation 
of the OntarIo Legislative Assembly with file of letters attached thereto. 

67-Copy of Report No.7, by the Department of Agriculture on the origin and quality of 
CommerCIal live stock marketed in Canada in 1926, and copy of the thirteenth 
annual market review. 1932. ~ 

68--&upplem~~t to brief by the Saskatchewan Co-operative Live Stock Producers, 
comprlSlng: 

(a) Special act of incorporation and by-la.ws; 
(b) Form of producers' agreement; 
(e) Standard by-laws for local shipping association. 

69-Draft of a constitution .for suggested Canadian organization mmilar to the Agricultural 
Council of D~nmark. ' 

70-:-Memorandum "'E'ntitled uDanish Agrieulture," containing statistical information and 
. the" constitution of the Agricultural Council of Denmark. 
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Exhibit No. 
7l-Brief submitted by Canadian Live Siock Co-operative (Weatem) Limited, and Mani

toba Co-operative Live St,oak. Producers,. Limited. 
72-Questionnaire sent to live stock producers and replies thereto with summarized aDal)'llis 

of these replies. 
73-Brief submitted by Saskatchewan Co-operative Live Stock Producers Limited. 
74--Statement showing live stock receipts at public markets and private sidings for -the 

years 1927 to 1932 inclusive. 
75--Memorandum by the Dominion Bureau of Statistics entitled: Gross Sectional 

Comparison. 
76-Circular advertising sale of boots and shoes with attaehed explanatory notes. 
79-Copy of bill to amend the Dairy Product. Act (Province of Quebec), chapter 63, 

RB.I925. 
30-Letter addressed by the Florists' Delivery Association Inc. Montreal, to the Retail 

Merchants' A~oaiation. 
83--Series of advertisements together with wholesale prices obtained from three wholesale 

grocery firms. 
84-List of prosecutions against chain stores in Montreal from Dec. 7 to Dec. 23, 1933. 
85-Statement showing special taxes imposed on chain stores by the City of Montreal in 

M .... h, 1933. 
86-H. P. Kennedy Commission Co. sales sheet for two carloads of cattle, cows and calves 

shipped by rail showing eommission of 134. 
87-H. P. Kennedy Commission Co. sales sheet for ooe eal'load of catlJle. cows, calves and 

sheep. shipped by train, showing commission of $17. 
88-H. P. Kennedy Commission Co. sales sheet for twenty-five calves shipped by truck 

showing commission of 56.25, and requiring 12 cheques and statements. 
89-H. P. Kennedy Commission Co. sales sheet for seventeen calves and bwo cattle shipped 

by truck, showing cOIIlInission of 16.25, and requiring 12 cheques and statements. 
90-Copy of Bill (S. 2133, J.nu.ry 10, 1934), before the United St.tes Senate, to .mend 

the Packers .nd Stookyards Act, 1921. 
91-Copy of Bill (S. 2621, February 5, 1934), before the United St.t .. Senate, to amend 

the Pookers .nd Stockyards Act, 1921. 
9Z-Copy oi Bill (S. 3064, March 15, 1934), before the United States Senate, to amend 

the P.ckers and Stockyards ""t, 1921. 
93-Ne.wspaper clipping reporting evidence given before the United States Senate Committee 

on A«riculture by D. M. Hildebrand, on the m.rketing of hogs, 
94--Comparati\!'f!: statement of marleet. prices for live stock, October, 1934. 
95---Statements showing receipts of Live Stock at Canadian markets for the yeatS 1924 to 

1933 inolusive, compiled by the Union Stock Yards of Toronto, Ltd. 
96--Specimen copies of Dunn and Levack sales sheets. 
97~ecimen <copies of Dunn and Leva.ck sales sheets with weighers' tickets attached thereto. 
98-Dunn and Levack sales sheets with attached letter and trucker's statement of account. 
99---Copies of report of the Toronto Live Stock Commission Brokers for the years 1932 

ond 1933. 
lOG-Two copies -of the report of the Registrar under the Combines Investigation Act, on 

an alleged combine of Tobar-co manufacturers and other buyers of I'&W leaf tobacco 
in the Province of Ontftrio, 1933. 

IOI-Memorandum to the Hon. Mr. Macaulay from J. P. Bickell, Registrar of motor 
vehicles with attached copy of letter addressed to various paeking houses, copy of 
the Public Commercial Vf!hicle Act, RS.O. 192i, Chapter 253, as amended by 1930. 
Chapter 49, and copy. 

I02-8t.tement .howing ret .. l cost of h.ndling .nd distributing milk. 
I03-Copy of the report of the Tobaoco Enquiry Commission by the Provinces of Ontario 

and Quebec, 1926. 
I04-Memomndum entitled: Developments in the Tobacco Producing Industry in Canada, 

1928-1934. 
lOS--Statement showing statistics relative to the Canadian Tobaoco Industry, compiled by 

the Tob"""o Diyjsion, Dep.rtment of Agriculture, OttMVa, dated February 12, 1934. 
i06--Graph showing United States tobacco growers' receipts and manula-eturers' profits. 
I07-Three Charts described as follows: 

(a) Showing spreads between a.vemge yearly prices of one pound of wheat, flour 
used in one pound of bread, and one pound of bread. (1913-23.) 

(b) Showing ~reads hetweE'D average yearly prices of one pound of wheat 
(Fort William basin), flour :used in one pound of bread, a.od one pound 
of bread. (1913-23.) 

(0) Showing relation of C .... di.n whe.t, Bour and bre.d poi .... , 1924-33, as com· 
'Pared to the rela.tion of their average fur the year 1923. 

IOB--Copy of report by the Registrar under the Combines Investigation Act, rel~tive to Bon 
investigation into an .neged. combine in the Bread Baking Industry .n Canada, 
dated February 5, 111.\1. 
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EmibilNo. 
lO9-Copy of report on the Bread and other Bakel'Y Products in Canada, 1932, published 

by the Dominion Bureau of Sta.tistics. 
Ill-Newspspers advertisement cont.aining an extract of an editorial from "Advertising and 

Selling" on price of bread. 
lI3--Copy of a suggested .ode of ethics submitted by The Master Bakers' AssociatIon of 

Saint John. N.B., together with a number of Dswspaper advertisemen.ts with affidavits 
attached thereto. 

11 'l-Copy of a suggested code of ethics submitted by the M .. ter Baker Assooiation of 
Vancouver. 

118--Series of advertisements. photographs, invoices, etc., submitted as an illustration of 
unfair trade -practices in the Baking Industry. 

119-Statement entitled: Toronto Retail Cake Bakers' criticism on Canadian Bakers' Asso
ciation (lode. 

120-All petitions and resolutions of protest received by the House of Commons during 
the present session against the imposition of an excise tax on rsow leaf tobacco. 

121~t.atemeDt by the Dominion Bureau of Statistics showing the price index Dumbt>rs and 
aetual price of tobacco from 1926 to 1933 and the prices of tobacco and cigarettes, 
1923-1933. 

122---Statement showing the interest of the Imperial Tobacco Company of Canada, Limited. 
in B. Houde Company, Limited. 

123--Statement asbowing the undivided profits of Imperial Tobacco Company of Canada, 
Limited, a.nd its subsidiary companies as at December 31, 1933. 

124--Recspitulat,ion of daily contracts of purchases, by the Imperial Tobacco Co. of Canada, 
Ltd. oi lIue~red tob..,<o, 1931, crop, Delhi. 

l~Recapitulation of daily contracts for purchases, by the Imperial Tobaoeo Company of 
Canada, Limited, of flue-oored tobacco, 1931, crop Leamington. 

126---Sts.tement showing Delhi green lea.f purchases by Imperial Leaf Toba.cco Company 
of Canada, Ltd., for the years 1930-33 inclusive. 

127-United Cigar Stores Ltd.: Sta.t.ement of net income and wages for three years ended 
December 31, 1931-1933. (For Toronto stores as listed.) 

123-Imperial Tobaoco Company of Canada, Ltd., total fact.ory payroll for the years 
1931-33 inclusive. 

129--List or 59-laries and bonuses to chief Executives of the Imperial Tobacco Co. of Canada, 
Ltd., and subsidiary companies. 

13~opy of indenture dated July 7, 1921, between Bri.tish American Tobacco Company, 
Ltd., and Imperial Toba.cco Company of Canada, Ltd. 

131-Copy of memorandum of agreement dated September 23, 1921, between Imperial 
Toba.cco Company of Canada Ltd., nnd George Garla.nd Allen and Edgar Simeon 
Bowling. .. 

J32-Imperial Tobaoco Co. of Canada, Ltd., By-Law 87a, December, 1929. 
133-Statement showing daily 'Purchases by the Imperial Tobacco Company of Canada, Ltd., 

of flue-cured tobacco, 1932 crop. 
134--lmperial Tobacco Com'Pany of Canada. Ltd., and subsidiary companies' statements 

showing Canadian grown leaf on hand as at March 31, 1930 to 1934, inelush·e. 
135-Copy of briel submitted by Mr. Gray Miller, of Imperial Tobaeco Co. of Canada, 

Limited. 
136-Memorandum on effects of change in poiicy as to tob~co prices following Mr. T. L. 

Lea's visit to Montreal, 1931. 
137-Financial st.atements of L. O. Grothe. Ltd., for the years 1929 to 1933, inelusive. 
138-Financial statements of the Rock City Tobacco Company, Ltd., for the years 1929-

1933. inclusive. 
139-Financial statements of the Canadian Leaf Tobacco Company Limited, for the years 

1929-1931, indusive. 
140-Financial statements of the British Leaf Tobaeco Co. Ltd., for the years 1929-1933, 

inclusive. 
141~tatements showing history of price changes on ten leading cigarette brands, and on 

ten leading tobacco brands. 
l~eries of telegrams relating to the Imperial Tobacco Company'. attitude tGwards price 

maintenance and merchandising methods. 
143-(;opy of agreement entered into by members of the Ontario Wholesale Tobacco 

Distributions. -
144-Finaneial st.s.tements of The Tuckett Tobacco Company, Limited, 1930 to 1993, inclusive. 
145-Finaneiu statements of The Hodge Tobacco Company of Canada, Limited. 1929 to 

1933, inclusive, together with statement covering purchases of 1933 crop of flue-cured 
tobacco. 

146--Financial sta.tements of The Dominion Tobacco Co. Ltd., 1929 to 1933, inclusive. 
147-Financial statements of Empire Tobacco Co. Ltd., 1929 to 1933, inclusive. 
143-Finaneial statements of James Kirk Ltd., 1929 to 1933, inclusive. 
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Exhibit No. 
149-Financial statements o,f The H. Fortier Co. Ltd:, 192Q to 1933, inclusive. 
ISO-Financial statements of. John Erzinger, Ltd., 1929 to 1933, inclusive. 
lSI-Financial statements ()f Scales & Roberts, Ltd., 1929 to 1933, incIuaive. 
IS2-Financial statements of American Tobacco Co. Ltd., 1930 to 1933, inclusive. 
lS3-Fjna.ncial statemenls of PUllch Cigar Co. Ltd., 1929 to 1933, inclusive. 
lS4-FlDancial statements of Andrew Wilson & Co. Ltd., 1929 to 1933, inclusive. 
lSS--FiDa.n.cial statements of National Tobacco Co. Ltd., 1929 to 1933, inclusive. 
156-Financial statements of Ligg<ott & Mye18 Tobseco Co. o,f Canada, Ltd., 1009 to 1933, 

inclusive. 
lS7-Financial statements of Quebec Lealf Tobacco Co. Ltd., 1931 to 1933, inclusive. 
IS8-Financial statements of General Cigar Co. Ltd., 1929 to 1933, inelusive. 
159-Financial statements of The B. Houde Co. Ltd" 1929 to 1933, inclusive. 
160-Finsn~al statements of United Cigar Stores, Ltd., 1929 to 100; inclusive. 
161-Financial statement of United Cigar Stores, New Brunswick, Ltd., 1933. 
162-Financial statemenls of United Cigar Store (Nova Scotia) Ltd., 1933. 
163-List of Canadian Leaf Tobacco Company grade marks. 
164-Statement of W. C. Macdonald, Inc., showing price ebang .. on ent tobacco and 

cigarettes. 
16S-Statement of W. C. Mscdonald. Inc., showing wages and hours of labour. 
166--Statemen·t showing lmper.ial Tobacco Co., scale of wages prior to July 3, 1933, com

pared with scale of wages at the present time. 
167-Memorandum on cost of producing flue...cured tobacco re Imperial Tobacco Co.'a. 

brief page 48 et seq. 
181-St.tement submitted by Mr. Gustave FraII"'J, ebairman ol the Quebec Minimum 

Wage Board, showing a compilation in the different trades of the Textile lDdustry 
in the Province of Quebec &nd in tbe City ol Montreal together with a copy of the 
Boam's Orders Nos. 5 and 6. . 

18Z-Rules and regulations governing agents of Fertilizer manufacturers, for the spring 
season of 1934, also rules and instructions to salesmen. 

18S-Receipt to Mr. M. M. Robinson, Burlington, Ontario, for 147.10 paid for one ton 
nitrate and 200 pounds M. Pot., purchased on May 14, 1934, from National Fer
tilizer Ltd., Ingersoll, Ontario. 

184-Invoiee • ..wmitted by Canadian Industri .. Ltd., to iIIust .... te the difference in cosl 
bebween shipments of fertilizer products from Hamilton, Ontario and Belmil, Quebec. 

18S-Price list of fertilizers and fertilizer materials issued by a number of Canadian 
Companies. 

186--Copies of contracts passed between tomato growers and canning companies. 
187-Statement submitted by Mr. L. B. Reynolds, Waterford, ODtario, supplementary to 

his evidence ol May 17, 1934, showing cost of grawing slrlllwberriea, 1928 to 1933. 
188-Statement showing .consumers' C88h prices in Ontario on 16 per cent supellphosphate for 

the spring seasons of 1929 to 1934 inclusive. 
189-Statement showing comparison of fertilizer sacked actual coats, 1933. 
190-Canadian Industrie. Ltd. price lists No.5 and No.8, spring .... on of 1934, with 

attached directions to dealers. 
191-Ststement entitled: "Operative investment. December 31, 1933. Fertilizer DLvision

East." 
192-0ntario price schedule, terms, etc., spring season 1934, 16 fertililer, showing discounts, 

commISSions, ete. 
19S-Tires companies' reports on wages. 
194--Rubber Association of Canada statement showing branch distribution ao.d warehouse 

points for tires. 
19S-Tire bonus .. ale. 
196-Rubber Association of Canada statement re Canadian tire production, importation and 

exportation. 
197-Rubber Association of Canada statement re Casings shipmen,bI, domestic and report 

12 montha 1933. 
198-Statement of sales, capital, employees, etoC., R~r Association of Canada. 
199-Reports on wages submitted by rubber' footwear companies. 
199a-Agreement bekveen Canadian Rubber Footwear Manufacturers, January I. 1932, to 

form Canadian Rubber Foot.wear Association. 
200-Represe,*tion from Retail merehants, Calgary, re unfair competition in sale of bicycle 

tires and tubes, with copy of advertisement, invoices and Dominion Rubber Com
pany price list. Ilttached thereto. 

201-St.lement re Canada Packers Ltd.,-Beef cost sheet classifying car ...... by grades. 
202-Annual report and balance sheet of Canada Packers, Ltd., for the )'ears 1927-1928, 

1933-1933. 
203-Copy of letter addre .. ed by Moyer Bros. Ltd., to the Hon. Thomaa Weir, Minister of 

Agriculture., April 19, 1934, together with eopit!!S oI advertisements featuring butter 
offered at less than cost. 
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EshibitNo. 
204--Stat.m.nt sh()wing comparison of beef selling pri .... (4 w~ ended May 24. 1934) ... 

Canada Pack.",. L1xI. 
20S-Statement showing b.ef .. I ........ utt.r and boner grades-re Canada Pack,,,,, L1xI. 
206-Statement '" Swift Canadian Co. L1xI •• on average monthly coat and selling prioe of 

butter. eggs and poultry. 
207-Statement showing .al .. and purchases of butt.r. ch .... and eggs by Wilsil Ltd. 
208-PhotC>graphed copy of letter by Dominion S.curitiea Corp. Ltd .• dated May 12. to 

shareholdera of P. Burne '" Company. 
209-Burne '" Co. Ltd .• Annual Reporta 1928 to 1933. inclusive. 
21O-Copy of prospectU8 Te offering of 16,900,000 Burns & Co. Ltd., 6 per cent cumula.t.ive 

preferred shares by Dominion Scouriti .. Corp. Ltd. 
211-Copy of prosp.otus T. ollering by the DominIon S.curiti .. Corp. Ltd .• of 17.000.000 

Burne '" Co. Ltd .• first mortgage sinking fucd 5i p.r oent twenty-year bonds. 
213-Audito19' report on Woodward Stores, Ltd., Va.ncouver. 
214-Auditors' report on David Spencer Ltd., Vancouver. . 
21S-Auditors' report Army'" Navy Dept. stores. A. J. Freiman. Ltd .• James A. Ogilvy'. 

L1xI .• Dupuis ~'reres Limite •. 
217-Mid-winter .. talogne. 1934. of Army '" Navy Mail Order Department store. Rellina. 
217a-Exa.mples of merchandising methods taken from invoices and records-Army and 

Navy Stores. Regina (Midwinter catalogne.) 
219-Auditors' report re Robert Simpson Co. Ltd .• and BUbsidiary companies. 
221-Auditors' report 7'8 T. Eaton Com'pany, Ltd. 
221-(Part ofl-Scbedules on wages mail order busin .... price spreada. etc .• TO The T. Eaton 

Co. Ltd. 
223-Memoranda. 7'8 The Hudson's Bay Co., on-

(a) Organization, financiaJ. structure and menchandising poIieies. 
(b) On .. Iaries and wage<. . 
(0) On pureb .... in selected departments and price spreads. together with 

schedules referred to therein. 
224-Map of the Dominion of Canada. showing the establishments. and transport routea 

of the Hudson's Bay Co. 
22i>-Original report of Creak ... Cushing '" Hod&son. Chartered A~.ountanfB. Montreal ..... 

Henry Morgan'" Co. utd .... submitted by Mr. J. O. Glassco. 
22c>-Auditors' report on shoe oompaniea (Referred to in No. 66 and 67 printed record). 
227-Auditora' report on manufa.cturera of men'. clothing (Referred to in No. 67 of 

printed record.) 
228-Audito",' report on Company ma.nuf.eturing overalls and work..,hirt. (Referred to in 

No. 67 of printed record. 
229-Report and exhibits in investigation by Auditol'9 of Winnipeg clothing manufacturers. 
230-A summary of particular purchases of furniture by Department stores, ahow~ng cost 

and profit to manufacturer. 
231-Record of views expressed by fishermen and others through interviews with Mr. L. W. 

Fraser 
232--Pay off sheets Schooner Francu G. Roue, Swim Brothers. 
233--Petit~on of Lunenburg_~jshermen on measure to rep-eve the fi~Dg.industry. 
234--Petition of Lockport Flshermen on measures to Telieve the fishmg mdustry. 
23S-Weekly Price List April 2. 1934--National Fish Company. 
236-General Fisheries Brief of United Maritime Fishermen. 
237-Memorandum on a plan to provide credits for fishermen to obtain gear. 
23S-Petition of Western Nova Scotia Fishermen. 
239-Submission to the Jones Commission concerning the fishing industry and tarift. 
240--Submission from the Premier of New Brunswick on the fiah industry. prepared by 

Mr. E. T. Caughey of Saint Andrews, N.B. 
241-Report of auditor on the Maritime NatIonal Fish Corporation. . 
242-Copy of qu.stionnaire completed by thirty distributing wholesale and retail fish 

companies. 
243--Returna to above questionnaire. 
244-Analysia of operations of five Atlantic Cout fish companies. 
245--Analysis of price 8uctuations of fish. 
246--.Analysis of operations of wholesale fish companies. 
247-Analyois of operations of retail fish stores. 
248-Analyois of price spreads on fish shipped to Montreal and Toronto markew. 
249-Financial Statement and Balance Sheet-F. W. Woolworth Co. Limited. 
2SO-Copy of contract between F. W. Woolworth Co. Limited and its American parent 

eompanr· 
2SI-Auditor·. Report on F. W. Woolworth Co. Limited. 
2SZ-Auditor'. Report on S. S. Kresge Co. Ltd. 
253--8. S. Kresge Co. Ltd .• Financial Statement and Balance Sheets for 1929-1933 inclusive. 

''1181-11 
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Exhibit No. 
25~Auditor's Report-Metropolitan Storea Limited. 
255-Financie.1 Statement-Metropolitan Stores Limited. 
256-Auditor's Report-United Stores Limited. 
257-Financie.1 Statement, 1929_1933 inclusive-United 50. to 51.00 Storeo Limited. 
25B-Auditors' Report on Dominion Stores Ltd. 
259--Financie.1 Statements Dominion Stores Ltd. 1929-1933. 
261-Auditors' Report on Great Atlantic &: Paciilc Tea Company. 
262-Financial Statements" Great Atlantio &: Pacific Tea Company. 
2~Auditors' Report on "top &: Shop Limited. 
26S--Financie.1 Statements of Stop &: Shop, Limited. 
267-Auditors' Report on Carrolls Limited. 
26B-Financie.1 Statements of Carrolls Limited. 
270--Auditors' Report on Thrift Stores Limited. 
271-Financie.1 Statemen_Thrift Stores Limited. 
27S-Auditors' Report on Steinberg's Service Store., Ltd. 
27~Financie.1 Statements •• Steinherg'. Service Stores Ltd. 
27S--Auditors' Report on lork Trsding Co. Ltd. 
276-Financie.1 Statements, York Trading Co. Ltd. 
277-Auditors' Report on Carload Groceterias Limited. 
27B-Auditors' Report on Natione.1 Grocers Co. Ltd. 
279--Financie.1 Statements ... Natione.1 Grocers Co. Ltd .. 
280--Auditors' Report on .tU!d &: White Corporation Limited. 
281-FinaDcial StatementstRed &: White Corporation Limited. 
2~Auditors' Report on oblaw Groceteria Compaoy. 
28S--Financie.1 Statements, Loblaw Groceteria Company. 
287-Auditors' Report on Grafton Stores Limited. 
28B-Financie.1 StatemeDls, Grafton Stores Limited. 
289--Auditors' Report on Ellis Husiery Co. Limited. 
290--Financial StatementsJ:llis Hosiery Co. Limited. 
291-Auditors' Report on weJker Stores Limited. 
292-Fina.ncial Statements, Walker Stores Limited. 
29S-Auditors' Report, Evangeline Stor .. Limited. 
29~Financie.1 Statements, Evangeline Stores, Limited, 
29S-.Auditors' Report.-«}. Tamblyn Limited. 
296-Financie.1 Statements, G. Tamblyn Limited. 
29B-Auditors' Report on Louis K. Liggett Co. 
299--Financie.1 Statements, Louis K. Liggett Co. 
SOl-Report by Auditors on United Drug Co. Ltd. 
aOZ-Auditors' Report on Independent Druggists' Alliance. 
80S-Auditors' Report on Eaton'e Grocerterias. 
S~Auditora' Report on Laura Secord Candy Shops Limited. 
SOS--Financie.1 StatemeDls, Laura Secord Candy Shope Limited. 
306-Auditors' Report on Hunt'. Limited. 
306-A-Financial Statements. Hunt's Limited. 
S07-Weights and Measures Act aod Regulations, 1929. 
SOB-Reasons for oonviction registered againat chain stores in decisions of Magiotrate Mu:· 

well St. Thomas, January and February, 1930. 
S09--Record of conviction in reapect of chain stortle short weighting of meat, Otlawa, July, 

1934. 
SI9--<:opy of bread contract between George Weston Bread and Cakes Ltd. aod Dominion 

Stores Limited for Toronto, April 29, 1933. 
S20-C0py of bread controct between Northem Bakeries Ltd. and Dominion Store. Limited 

for Montree.1, March '1!1, 1933. 
S21-'Certified copies of convictions in Ottawa for fe.lse aod unjust scales July 1934. 
S22-Report by Food Council to President of Board of Trade (United 'Kini!Jom) on short 

weight and measures m the we of food slulIs-<Jmd. 2591, 1900. 
S2S-Report on Short Weight and Deceptive Packages with reference to Chain Store System 

of Merchandising, Weights and Measures Inspection Service. Department of Trade 
and Commerce, Ottawa. Onto 

32S-Crowder Report and accomp!lnying exhibits. 
S26-Memorandum on Merchandising in Canada (Dominion Bureau of Statistics). 
S27-Wage earcings for Canada and the Provinces (Dominion Bureau of Statistics). 
S2B-Letterl>-Mr. E. J. Young, M.P., to Dominion Statistician. 
S29--Dominion Stores: Forms-Fruit Credit, Merchandiae Credit, Price Change Credil. 
S30--Agreements between L. O. Vitue, Arnold Bros. Ltd., and Slop &: Shop LId., with reeeipt 

attached. 
S3l-Contract between Samuel Kirk aod Stop &; ShOE Ltd. 
SS2-Store Form. for Allowances--Great Atlantic &: .Pacifio Te .. Co. 
SSS-Beef Chart-Department of Agriculture. 
SS~Meat Chart-Armour &: Co. 
SSi-Metropolitan Insuranoe Company pamphlet, .. Controlling Profits ill Chain Meal 

Storeo." 
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EmibitNo. 
S36-Beei Test Charts-Dominion Stores Limited. 
337-Meat Price Charts-Butcher's & Packer's Gazette. 

323 

338--Statement of credita for merchants returned to warehouse Dot in good condition, during 
November. 1933. 

339--Credits claimed by Mr. R. A. Sair in November, 1933. 
UO-Credits for Mr. R. A. 8air for November, 1933, for merchandise sold at reduced prices. 
UI-List of permanent prices changed for which credits were given to Mr. R. A. Sair. 
342-AIlowances for Mort weights from Head Office to stores-Thrift Stores, Limited. 
M3--<leneral allowances for damaged goodo-Thrift Stores, Limited. 
344-Allowances made in respect of customers' complaints-Thrift Stores, Li.mited. 
34S-Report of system of ohrinkage allowed on bulk goods in iour chain stores and one inde-

pendent, together wilb report of overages and shortages. 
S46-Record of Thrift Stores Limited overages and shortages, April 29, 1933, to March 31. 

1934. 
U7-Returns from Branch Managere of National Grocere Co. iLtd., giving wage..seale of 

independent retailers. 
S48--Sample contract between National .Grocers Co. Ltd.. and group retailers. 
S49-United Statee Senate Document No. 81, 72nd Congress-Table of Chain Store Prices. 
3S0-C0mparison of prices and per cents of 30 items of brandejl goods stocked in stores in 

London, Ont., 1930. 
SSS-Stllllistics fromlbe Dominion Bureau of Statistics relating to the retail price of butter 

in Canada and Ibe United States. 
SS4.--Letter from Catelli Macaroni Products Co'1" Ltd. 
SSS-Brief of Ibe Canadian Chain Store Aesociation. 
356--Shopping Record a.t chain stores and independent stores, September 18, 19, 20, 25 Bnd 

'lfT, 19M-Toronto and vicinity. 
SS7-Investigation of weights of goods purchased in independent store. in Toronto for Cana-

dian Chain Stores Aeeociation. 
SSS-Form of questionnaire submitted to Ibe Textile Industry. 
3S9-Auditors' Report, Primary Cotton Manufacturers. 
S60-Wage report for aIleections of Textile Industry. 
S61-Auditore Report on Silk Manufacturers. 
S6Z-.Auditors' Report on Synthetic Silk Manufacturers. 
36S-Auditore' Report on Woollen Manufaclurers. 
364--Auditors' Report on Hosiery -Manufacturers. 
36S-Auditors' Report on Manufacturers of Specialty Fabrics. 
366-Auditors' Report on Manufaclurers of Carpets and Rugs. 
367-Auditors' Report on Knit Goods Manufacturere. 
368-Auditors' Report on Thread and Cordage Manufacturers. 
369-Report on Section 1 Textile Manufacturing Industry; concluding aection of Textile 

Report. 
S70-Samples of vegetable and fruit Growers' Contracts with Canadian Canners, Ltd. 
371-AudltOrs' Report OD. Canadian Canners, Ltd. 
372--Copies of various contracts between Associated. Quality Canners Ltd. and the Growera. 
37S-Auditors' Report on Associated Quality Canners Ltd. 
374.--Auditors' Report on King & Rankin Ltd. 
875-Agreeme.nt between Canadian Canners Ltd. and American Can Co. 
376--Copy of contract, dated January 2, 1934, between American Can Co. and Canadia.u 

Canners Ltd. 
377-Copy of contract, dated March 21, 1932, between Whittall Can Co., Ltd., and Ass0-

ciated Quality Canners Ltd. . 
378-Copy of cont"",t, dated December 31, 1932, between American Can Co. and King '" 

Rankin Limitea. 
379--Copy of contract, dated May 16, 1928, between America.n. Can Co. and Aasociat.ed 

Quality Canners Limited. 
S80-Letters throwing light upon price changes-King '" Rankin, Limited, and AmerieaD 

Can Co. 
S81-Auditors' Special Report on Relationship between Canadian Manufacturers and 

Ca.nning Company. 
382-Auditors' General Report on Canning and Preserving Companies. 
38~Tentative scheme submitted by Ontario Growers' Market Council to Dominion 

Marketing Board. . 
384-Copies of the Published Financial Statements of Canadian Canners Ltd., 1923 to 1934 

inclusive. 
38S-Sta.tements on individual Baking compa.nies. 
S86-Report of Milling aod Baking Invest.igatore. 
387--Contract for sanitary cans dated October 25, 1930, between the American Can Co. and 

Crosse and Blaclowell, Ltd. 
388--00py of contract for sanitary cans dated March 20. 1931. between Amer1cJu. (".(IU CO .. 

and Campbell's Soups Ltd., with copies of correspondence. 
87181-11i 



324 ROYAL COMMISSION ON PRICE SPREADS 

Exhibit No. 
389-Copy of contract for sanitary cans dated June 11, 1934, between American Can Co. and 

Libby, McNeill & Libby of Canada Ltd" with relevant corresponden<:e. 
39O--Contract da.ted. May 30, 1932, bet.ween American Ca.n Co. and Fine Foods of Canada 

Ltd,!.. ~ogether w.ith .supplementary documents dated May 30, November 15, 1932, 
and May 20, 1932. 

391-Copy of contract between Wbittan Can Company and M...,.. W. Clark Ltd., 1932. 
392-Canadian Canners Ltd.-Inventories of manufactured goods on hand as at February 

28, 1930; also 1931-1934 inclusive. 
393-File of correspondence and notes from millel'8 and bakers and Mr. W. J. Boulton. 
394-Analyse. of bread samples submitted by Chief Dominion Analyst. 
39$-Brief submitted by Inter..city Baking Company. 
396-Statement of the Inwentory carry-over of the Canadian Canners Ltd. for 1934. 
397-Canadian Cannera. Ltd. Stal>ement &bowing estima.ted cost of packing, 1934. 
398-Brief on behalf of Canadian Canners Ltd. 
399-Compsrative statement of Balance Sheets and Operating Statements, Agricultural 

Implement Manufact.urers . 
...JO-Copiee of contracts with Agents and lien nOIee: Massey-Harris Co. Ltd., Frost and 

Wood Co. Ltd., Coclrshutt Plow Co. Ltd., and International Harvester Co. of 
CaDada, Limited. 

401--Statement from International Harvester Company of Canada, Limited, showing chaoges 
in selling prices and costs since 1913. 

402-Statement from Massey-Harris Company, showing changes in selling prices and coata 
since 1913. 

40S-Report of Auditors on Agricultural Implement Industry. 
404-Report of Mr. C. V. Fesseoden on Canadian Furniture Industry. 
4O$-Lists &bowing wage scale of Rubina Bros. and Faabion-Craft at Victoriaville. 
4OI>-<lrder of Minimum Wage Board of Ont·ario dated April 3, 1934. 
408-Wages report for .week ending January 25, 1934--Factory F8, T. Eaton Co., Ltd. 
410-Breakdown showil!g cost of producing dress, T. Eaton Co., Ltd. 
411-Wages report, T. Eaton Co., Ltd. 
412-Report on Labour Conditions in Toronto. 
413-Specimen of Department Budget, T. Eaton Co., Ltd. 
414-Invoices of Rubin Bros ... nd advertisements of Robt. Simpson Co. Ltd. 
416-Report of Mr. F. M. Johnson on Deparllment Store Mercilandising. 
417-Photoetats of twelve garments showing artiel .. and related breakdown of costs, T. 

Eaton 00., Ltd. 
418-Report, Mail Order oflioes in Ontario, T. Eaton Co., Ltd. 
419-Statements showing mark downs, T. Eaton Co., LUI. 
420-Invoices and affidavits relating to the citation in the evidence: H. P. Kennedy Com

mission Co. and A. D. Quinn and Son. 
421-Circular issued by Acme Farm Meat Market. 
422-System of beef grading and marking .. applied in the United State., with circulars, 

pamphlets and illustrations. 
423-File of confidential .correspondence submitted for the informa,tion of the Commission. 
424--Report on Live Stock Industry with relative newspaper clipping. 
425-Introduction to a Marketing scheme submitted to the Bon. the Minister of .Agriculture, 

under provisions of the Marketing Act. by Saskatchewan Co-operative Live Stock 
Producers Ltd. 

426-Introduction to a Marketing scheme submitted to the Han. the Minister of Agri
culture by the Co-operative poultry organilations of Manitoba, Saskatchew&D. and 
Alberta. 

427-Marketing schemes submitted by tbe poultry co-operative organi.ations of Manitoba, 
Saskatchewan and Alberta. 

428-Memorandum respecting co-operative organisation. 
429-A compilation of information on international organilationa relative to certain oon-

IUmers' standards. 
43O-Pay report on Mias Eleanor Hamel, January 7. 1932, to August 25, 1934. 
431-Order of the Minimum Wage Board, Province of Queoec. 
432-Collective Agreement between Manufacturers and Workers, Province of Quebec. 
433-Analysis of purehBBes of clothing by T. Eaton Co. Ltd. . 
434-TextHe Manufacturing Industry; supplementary report. re workers' wages in certain 

cott.on miUs. 
435-Report: Textile companies, manufacturers of shirts and overalls. 
436-Report: Washing Machine manufacturers and Monarch Battery Manufacturing Co. Ltd. 
437-Report: Manufacturers of ladies' ready-t~ar. 
438-Detailed analysis of wages paid to employees of Fashion-Craft Ltd., VictcriaviUe, 

Quobec. 
439-Bacon Grading Regulations; related ministerial orders Dumber I, 2 and 3; form. of 

application for licence to export bat'on. 
44O-Report on Garment Manufacturing Industry. Filed 25th February, 1936. 



ANNEX III 
Supplementary to Chapter III 

FURTHER STATISTICS OF CORPORATIONS AND CONCENTRATION 

TABLE 1 

METHODS OF CONTROL IN 145 LARGEST CANADIAN CORPORATIONS DIVIDED INTO 
CLASSES 

Number 
01 

Com. 
pani .. 

Number 
01 

Manage
ment 

Control 

Number 
of Joint 
Manage-

ment 
Minority 

Number 
01 

Minority 

Number Number 
of of 

Majority Privately
Owned 

Number 
of Sub

sidiaries 

Foodstuff •...•.•.......••••.. 
Rubber .••..•.••••.....••.•.. 
Milling ...•.•.........••..... 

o ...•...... 5 1 ......... . 2 1 
2 

Textiles .................... . 
Construction ..............•.. 
Beverages ............. _, ..•. 
Iron and Steel. ............. . 
Pulp and Paper ............. . 
Public Utilities .....•....•... 
Merchandising. ' ............ . 
Minee ............••....•..... 
Real Estate ..•.....•....•.... 
Oil Refining .............•... 
Transportation ............... . 
Miscellaneous ............... . 

2 
13 
7 
S 
6 

21 
13 
31 
4 

14 
2 
7 
3 
8 

..•..... 3" ........ 4" ...•.... 4" :::::::::: :::::::::: 2 

.••••••••. 4 1 •••••••••. ••••••• ••• 2 
1 3 .......... .......... ....... ... 1 
~ ········0· l ~ .......... ·········6 
1 6 2 1 ....... "2" 1 
4 4 4 3 .......... 16 
1 .......... .......... 2 1 ......... . 
6 3 3 ..•....... ...••..•.• 2 

1 1 ............................. . 
1 .... ...... ..... ..... 1 4 

....•.. "j" 

1 1 1 3 :::::::::: ....... "j" ...•... "j" 3 

~---~-----~----I~---~----+-----f--~ 
7 145 26 41 21 10 40 

TABLE 2 

NUMBER AND ASSETS. BY CLASSES OF COMPANIES. OF 145 LARGEST COMPANIES 
WITH PERCENTAGES FOR EACH CLASS 

Class of Securities 
Number 

01 
Companies 

• 

Percentage 
of total 

number of 
Companies 

Assets of 
Companies 
(thousands 

01 
dollars) . 

I 

Percentage 
of total 
assets of 

Companies 

0 6.21 100,100 FoodatllfJa........................................... 2.04 
2 1.38 34,323 Rubber. . . . . . . . . . . . . . • . . . . . . . .. . • .• . . . . . . . . . . . . . . . • . 0.64 

13 8.06 143,186 
7 4·83 93,229 

Milling........... ................................... 2.68 
Textiles. . . . . . . . . . . .. . • . . . . . . . . . . . . . . . . . . . . . . . . . .••. . 1.74 

5 3.45 80.724 Construction. ....... . . . . . . . . . . . . . . . .. . . . . . . . .. . . . . . . . 1.68 
6 4.14 92.381 

21 14.48 393,264 
Beverages.... ...•..... ...•. ............•.....•....•. 1.73 
Iron and SteeL........ ...... .... ........ ..... ....... 7.35 

3 2.07 1.424.742 
13 8.06 466,194 
31 21.38 1.387.896 
4 2.71 87.391 

14 0.65 409.529 

Transportation....................................... 26.64 
Pulp and Paper.................. .... ................ 8.72 
Public Utilities...................................... 25.95 
MerchandiBina .............. :........... ..•.. ........ 1.60 
Mines............................................... 1.66 

2 1.38 17.124 Real Estate.. .... ........... ...•. ... . ... . ..... . ...•. 0.32 
7 4.38 360.805 
8 5.50 239,786 

145 100.0 6.348.674 

Oil Refining......... ..........•••.•••••••••••••.•••. 6.74 
Miacellaneo .......................................... 1-____ ~+ .. ____ ~+ __ ......: __ -I-____ .:.4.:..4=1 

Tota1e................................... 100.0 

325 
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TABLE 3 

NUMBER AND DISTRIBUTION OF SHAREHOLDERS IN 140 LARGEST CANADIAN 
COMPANIES 

Number of 
Shareholders 

Sub
aidio.ries 

Privat. Joint 
ly Majority Minority Minority Manage.. 

Owned owned Control Control meot Total 

1- 900............... 23 8 5 9 8 51 
1.000- 1.900.... ... ......•. 2 1 2 4 9 .. ···· .. 3· 21 
2.000- 2.900............... 4 .......... 1 3 5 2 15 
8.000- 3.900............ ... 2 ..........•................... 5 3 10 
4.000- 4.999............... .......... .......... .......... 1 2 2 5 
5.000- 5.999............... 2 ...•...... 1 1 4 1 9 
8.000- 8.900.. ..... ........ ... ....... .......... .......... ...•...... 1 1 2 
7.000- 7.999............... ..... ..... .......... .......... 1 1 3 5 
8.000- 8.999............... ... ....... .... ...... .......... 1 .......... 1 2 
9.000- 9.900....... ..... ... ... ....... ....... ... .......... .......... ..... ..... 1 1 

10.000-10.900 ...............................................•..................................... 
11,000--11,999....... ........ 1 •....•. ... .•...••... ..••...... 1 ....... ',. :I 
12.000-12.900............... 1 ... ....... .......... 1 ..... ..... .......... 2 
13.000-13.999..... .......... ... ....... ... .... ... .......... .......... ..... ..... 1 1 
14.000-14.999 .................................................................................... . 
16,000 and over.............. 2 .......... 1 .......... 2 6 11 
"No information.............. 3 .............................. 3 2 8 

Total ............... . 7 10 21 26 140 

This table gives a frequency distribution of the number of voting share
holders by groups of companies. Of the four subsidiary companies with 
more than eleven thousand shareholders, three are large Canadian companies 
which have a substantial block of their shares beld by allied foreign companies, 
e.g. Bell Telephone, Imperial Tobacco, and Imperial Oil. The fourth company 
(Beauharnois Power) started out as a separate entity, and under unusual cir
c\llllStances was taken over by another company. 

TABLE 4 

METHODS OF CONTROL IN 106 LARGEST CANADIAN CORPORATIONS' 

(Exclusive of Subsidiaries) 

P .......... Aooelsol Percentage Companies 
- Number of total (in of total 

or number ...... 
Companies or thoU88.Dds or or Companiea dollarol Companies 

Management oontrol (5·99 per cent and under) ....•.... 26 24·8 2,290,058 57·5 
Joint minority and management control (6 per cent 

to 19·99 per cent) ................................ 41 39·0 987.609 24·8 
Minority control (20 per cent to 49·99per cent) ......... 21 20·0 440.978 11-1 

~~,:1!ry':~~il;,d ·(8( .. pm:~ito·ioo~·Ct;~ii.::::::: 10 9·5 171.711 '·8 
7 6·7 87.432 2·2 

Total ........................................ 105 100 3.977.788 100 

This table shows the extent to whicb subsidiary companies increased the 
number of the majority and wholly owned classes. Where these are eliminated! 
the importance of the management and minority management classes is increaseQ 
on both bases. 

(1' The difference in amounts of assetI!J between the ownel'flhip analysie 8lI1d that of ra.tea 
of growth w mainl7 &ceounted for ,by the elimination of the Canadian National railway. from 
dl'O former. For our purpoee of ownership 8D8.ly&ie this company-being govermnent owned
w .. not imp,ortaut. 
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TABLES 
METHODS OF CONTROL OF FOREIGN AND DOMESTIC SUBSIDIARY COMPANIES 

Number or Companies P ........ Assets of Peroentage .... 01 - total Companies of total 
No. of (in ...... 

DOlDeatic Foreign Total Com- thousands 01 
ponies 01 dollars) Companies 

Minority of stock held by parent 
company (20 per cent to 49·99 per 
cent) .••...............•....•..... 

Majority of stock: held by parent 
4 4 8 20 396.179 28·9 

company (50 per cent to 70·99 per 
13 5 18 45 585.198 42·7 cent .•.••.............•........... 

More than 80 per cent stock held by 
5 9 14 35 389.509 28·4 paleDt company •.•.•.•.•....•.... 

22 18 40 100 1.370.886 100 

As far as this table indicates the situation, it would appear that most of the 
subsidiaries are better than majority controlled, though this is in part a matter 
of definition. It is interesting to notel however, the effect of subsidiaries upon 
the information given on pages 16 ana 17 of the text. 

TABLE 6 
THE VOTING SHARE-HOLDINGS OF DIRECTORS IN 54 CORPORATIONS 

P ...... tage 01 voting ohareo 

~ toto 1·99% of votiDg stock .•.•...• , •..•........................•...........•.•••......• 

3% to ~:::~ : ::::::::::::::::::::::::::::::::::::::::::::::::::::: :::::::: 
4%to 4·99% 
5% to 5·99:l9 
6% to 6·9~:& 
7%to 7.9~ 8% to 8·99 
9% to g. 

10% to 10.99~ 
11% to 11·99 0 
12% to 12.99I!' 
13% to 13·99:& 
14% to 14·99% 
15~~ to 15·99% 
16 • to 16·99:l9 
17 to 17 ·99'1. 
18 • to 18.99% 

~
19')\ to 19.99:l9 
20 0 to 2O.99~ 
21 o to 21·GG 0 

L9 to 22·99 • 
23'70 to 23·99% 
24:l9 to 24·99% 
25:& to 25·99~ 
26'70 to 26·99'10 
27% to 27 . 9~:l9 
28~ to 28.9~~ 
29'70 to 29·99 
30% to 30·99 
3!~to31·99 • 
3~ to 32·99% 
83'10 to 33· 99% 
34% to S4.99~ 
~~ to 35·99"1. 
3'~ to 30·99:l9 
37 .to37.~:& 

.. .. .. .. .. .. .. .. .. .. .. .. .. .. 
• .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 

Number of 
Directors 

38 
22 
7 
8 
5 
I 
3 
I 
o 
2 
3 
o 
Q 
o 
o 
1 
o 
I 
o 
I 
o 
o 
o 
I 
I 
2 
o 
o 
o 
o 
I 
o 
1 
I 
o 
o 
o 
o 
o 
o 

38I!' to 38·~/9 
39:19 to 39 ...... /9 
40:& to 40.99:& 
'170 to 41·0078 

Total Dumber of Direoton bo~~~ '1~' ~~.~~~ .~; ~~.~~.~~~~:: .. .-: ... ~~:: :~~: ::::::: ::1--:1-0:,--

.. 
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This table gives a frequency distribution of directors holdings of voting 
stock where the director holds in the company 1 per cent or more of the total 
of voting stock. The list covers only 54 of the 145 outstanding corporations 
because in the other 91, presumably no director held more than 1 per eent of 
the voting stock of the company in which he was a director. 

The names of the directors of each company were obtained from the pub
lisbed reports and then checked against the returned schedules. 

TABLE 7 

THE VOTING RIGHTS OF SHAREHOLDERS IN 133 OUT OF 146 COMP.ANIES 

CompGni .. with OM CltJu ol8tod: o1Il¥ 

Number of Companies in which common stock only baa voting rights.......... . 50 

C .... " ..... tDit11t«> cw... ./s/ot:! 

Number 01 Compooieo in ",blch both common aod .moned stock have voting righ........................................... ................... .... ...... 30 
Number of Companies in which common stock has voting rights and preferred 

stock hae Done ..•. .••.... ,. . . . .•. . . ... . . ... . . . .. . . . . . •. . .•• . . . . . . .•. . .. . .•• 30 

Companise with mors t1um two Clause of Stock 
Number of Companies with two or more cIaesea of common stock (one class vot.-

ing) and no preferred stook.... ... . .. .. . . ... . . ... .. . . . . . . . . . . . . . ... . . . .. . . . . 8 
Number of Companiee with two or more cl.assee of common stock (one class vo ..... 

ing) and one non.voting class of preferred EJtock:. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . " 
Number of Companies with two classes of common stock (both classes voting) 

and one Don.voting claae of preferred stock .. _............................... 1 

N~::::: !i~~= =k(~lcla:fv=.~~~~~.~~~. ~~ .~:. :~.~~~ 3 
Number of Companies with one cla.sa of voting common lJtock and two or more 

olaaoeo 01 ,refoned stook (both c1aooee voting)..... • .••. . .. • . . . . . . . . . . .•. • .• 2 

Compania with mora IAan t!DO eza.. .. 0/ Stoa 

Number 01 Companies with ODe claarJ of voting common stock and two or more 
olaeaes .of preferred. stock (all preferred clasaee DOD-Voting). . . . . .. . . . . . . . . . . 3 

Number of Companies having two classes of common stock and two classes of 
,moned .took. all having voting righ..... .................................. 1 

Number or Companies having two classes of common stock and two classes of 
prefened stock, ODe class 01 nnmmon stock only having voting rights.. ...... 1 



TABLE 8 

PERCENTAGE AMOUNT OF CHANGE IN NET ASSETS 1923-1938 

TUB 1933 ASU'l'tI OJ' EACH COMPANY B'&DfQ Exp:a&B8BD AB A PBBCBNTAOB 01' m& 1923 FIOt1BUI 

Number 25 " liO 75 100 120 140 160 180 200 250 800 400 600 
Group of to to to to to to to to to to to to to 

Companies 49 74 99 119 139 159 179 199 249 299 399 499 699 

...... ...... ...... 2 2 1 ..••....•...••........•..••••..•.......... 

"'T :::::: :::::: :::::: ~ .... ~. t .... ~. ~ .... ~. t .... ~. :::::: 
Transportation. .... ....... ..... ................... 5 
Publio Utilitiea.................................... ]3 
Milcellaneou8. ..................................... Ii 
IroD and SteeL.... . . .. .. . . . .... . .... . .... .. .. .... . 9 1 1 3 1 1 1 .•.... 1 •...•.••••.......•..•......... 

...... ...... 1 2 ...... ...... 1...... ...... ...... 1 ..... . 

..........•. 1 2 .......••••.....•• 2 1 .••••......•.•...• 1 
Pulp and Paper ....................... _.. .. . . . . . . . . 5 
Minea ........... _, ...•••.......................... 7 

............ 2 ...... 1 .................. , ............................ . 

..•... .....• 1 :I... .•. 1...... .•.... 1 ...•••••••••...........• 

...... .. .... 2 1...... ...... ...... 1 ............................. . 

Con8truction Hateriala. ........................... 3 
Milling............ .. •.........••.................. 5 
Textiles............ .............................. , 

...... ...... ...... ...... ...... ...... 1 .......................•............ 

.. :... ...... 1...... . ..... 1 ......................................... . 
Merchandising........................... .......... 1 
Rubber........................................... 2 

...... ...... ... ... 1...... 1 ......................................... . 

...... ''''j' :::::: .... ~. :::::: :::::: :::::: :::::: :::::: :::::: :::::: :::::: :::::: 
Beverages. ...... . . ... .. .. .. . . ... .. . ... . ... . . . . ... . 2 
Foodstuffs......... ................................ 1 
Real Estate.. . . . .. . . . .... . . . .. . . . ... . . .. . . . . .. . . . . 1 

Totals.................... .... ......... 63 2 2 11 10 9 7 3 6 5 8 2 2 1 

lThe 500-609 group was omitted as no item lell in this group. 

Changes 
BhoWD in 

the grOUPII 
of identical 
companies 

at the 
two datel 

+ 
+ + 
+ 
+ + 
+ 
+ + + 
+ + 

+ 

20.6 
144.8 
76.0 
27.6 

109.6 
45.1 
11.2 
19.2 
5.9 

67.1 
0.3 

24.4 
15.8 
41.3 

30.6 
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TABLE 9 

PERCENTAGE DISTRIBUTION OF THE NET ASSETS OF THE 98 LARGEST COMPANIES, 
EXCLUDING THE CANADIAN NATIONAL AND THE CANADIAN PACIFIC 

RAILWAY COMPANIES 

C .... 

Net Assets 

Percentage 
Distribution 

1923 1933 

... (in milliOPB of doUara) 
100. and up.......................................... 7.8 38.i 
75.0-99.9.................. ..... .•.. .•.. ..... .... .•. 3.7 2.1 
50.0-74.9.... ...... ....... .... .... .•.... ... ..... .... 9.1 14.2 
is.D-iD.9............................................ 7.3 6.1 
40._.9................... ...•. .... ...... ..... ..•. 10.4 1.1 
35.6-39.9.... ..... .............•.........•.......... 7.i 6.2 
30._.9........................................... 7.7 3.6 
2S.0-29.9.... ................. ......... ...... ......•. 6.7 6.3 
20.0-19.9....... ..... ......... .•..... ...... ......... 6.6 8.2 
15.0-19.9.... ............. ........................•. 6.8 6.7 
10.0-14.9.... .............. ..................•...... 16.1 7.3 
8.0- 9.9...... .... ...... ... ...•.......... ..•....... i.i 2.8 
6.0- 7.0.... ..... ....... ........................... 6.1 Nil 

UDder 5.9.......................... ...... .... .•.. .•• 1.7 Nil 

Cumulative 
Percentages 

1923 1933 

7.8 
11.6 
20.6 
27.9 
38.3 
is.7 
53.4 
60.2 
66.8 
72.6 
88.7 
93.1 
98.2 
99.9 

38.i 
40.5 
54.7 
59.8 
60.9 
&7.1 
70.7 
76.0 
84.2 
89.9 
97.2 
99.9 
99.9 
99.9 

1--~10~0~.0~1--~100~.0-+.-.-.. -.. -.-.. -.. -.~.-.. -.-.. -.. -.-.. -. 

TABLE 10 

NET ASSETS OF 100 LARGEST COMPANIES BY SIZE OF COMPANY 

C .... NetA.mets 

NetAsse'" 1923 1933 

(in millioD8 of dollars) (in thousand 8 of doUara) , , 

Percentage 
Distribution 

1923 1933 

100 and up.................. ......... .... ..... ...... 3,233.930 5.093.530 63.5 69.& 
75.0-99.9................................ .......... 75.002 77.016 1.5 1.1 
5O.0-7i.9...................... .................... 184.797 512.398 3.6 7.0 
46.D-iD.9.......................................... 147.223 186.010 2.0 2.6 
40._.9........................................... 210.184 40.186 i.1 0.6 
35.6-30.9... ........................................ \49.027 223.343 2.9 3.0 
30._.9.................... ...................... 154.531 132.001 3.0 1.8 
25.0-29.9.......................................... 136.565 190.546 2.7 2.& 
20.0-24.9........................................... 134.245 296.768 2.6 i.1 
15.0-19.0.. .................... .................... 117.171 206.242 2.3 2.8 
10.0-14.0.......................... ................ 326.050 264.532 6.4 1.& 
8.0-9.0.......................................... 88.934 101.762 1.7 l.i 
6.0-7.9.......................................... 102.109 Nil 2.0 0.0 

UDder 6.9 ......................................... ·1 ___ 34_._85_1-1-__ N __ il ___ I-____ 0 ._7_
1 
_____ 0_.0_ 

Total.................... .................... 5.095.62i 7.324.384 100.0 100.0 

Table 10 provides a slightly different approach to the same range of facts, 
from that of tbe Table on pages 24-6 of the text. It keeps the same class inter
vals as the other Table, but gives the total of assets represented in each group 
instead of the Dumber of companies. Its results are seen to be much the same, 
a shrinkage in the lower groups, and a very great gain in the groups containing 
companies with assets of 50 millions or more. 
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TABLE 11 

QUANTITATIVE ANALYSIS OF CONSOLIDATIONS, 1900 TO 1933, INCLUSIVE 

(in thousands of dollars) 

Year 

1900 ................................ . 
1901.. ............................. . 
1902 ................................ . 
1903 ................................ . 
19M ............................... .. 
1905 ................................ . 
1906 ................................ . 
1907 ............................... .. 
19O5 ............................... .. 
1909 ................................ . 
1910 ................................ . 
1911 ................................ . 
1912 ................................ . 
1913 ................................ . 
1914.. .............................. . 
1916 ................................ . 
1916 ................................ . 
1917 ................................ . 
1918 ................................ . 
1919 ................................ . 
1920 ................................ . 

Issued Capital 
of Purohasing 

Company 

'.000 
Nil 
3.000 
Nil 
3.000 

10.000 
11,000 
Nil 
Nil 

79.000 
163,000 
M,ooo 
70.000 
38.000 
9.000 
7.000 
Nil 

32.000 
7,000 
9,000 

161,000 

Year 

1921 ................................ . 
1922 ................................ . 
1923 ............................... .. 
19U ................................ . 
1925 ....••...•...................... 
1926 ................................ . 
1927 ............................... .. 
1928 ................................ . 
1929 ................................ . 
1930 ................................ . 
193\: ............................... . 
1932 ................................ . 
1933 ................................ . 

NetAsseta 
of Companiea 

Absorbed 

3,000 
NotknOWD 
NotknoWD 

47,000 
146.000 
33,000 

IOS,ooo 
302.000 
188,000 
86.000 

Not known 
NotknOWD 
NotknoWD 
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The outstanding figure for 1920 is accounted for by two consolidations; 
one was the formation of the British Empire Steel Corporation, while the other 
was the Riordon and Kipawa merger. 

TABLE 12 

CONSOLIDATIONS 1921-1930 ACCORDING TO CLASS OF INDUSTRY 

Claoa oIlDdustry 

Fruit and Vegetable Preparations ............•.....••..•..•.•.•.......•....... 
Flour and Cereals .............•.......••....••.........•..........•...•....... 
Prepared Grain Foods and Confectionery •..•..••••.•...••...•.....•...•....... 

li~~ber;'~~'c't8:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: : 
Tobacco .....•............•.....•............. ; .•..•...•••.•••.......••....... 
Fish Curing and Packing ..................................................... . 
Leather and Leather Products .•••••.•...•.•.......•..................•....... 
Meat Products ..........•......••..••....•.....•...••....•••.........••••.•... 
Dairy Products ..........•...•..•••••••••..•.•.....•.........••...•...•.....•. 
Cotton TeJ:tiles ........••....•..•..••...•.....•....•..••••••••............•.•. 
Woollen TeItileB ..... " ...•....••.............•....•...•.............••..•.... 
Bilk and Silk Good .......................................................... . 
Hosiery and Knit Goods ........•............•.....••...•.. " ....•............ 
Garments and Personal Furnishings ...•........•...••.............•...•....... 

~~anJo!d~~~~::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Printing, Publishing and Lithographing ....................................... . 
Saw and Planing MiUS .•••..•••.•••...•.•..••••.••••.••••...•••••.....•.....•. 
Castings and Forgings ......••.•.•.......•....••.......................•......• 
Machin~ Boilers ud Engines .•...•.•••.••.••....•...••...••..•..•..•.•...•• 
Vehicles. rmcipally of Iron and Steel .............•••..••••...••..••..•.•..... 
Wire and Wire Goods ........................................................ . 
Sheet Metal Products ...........•...•.•••...•..•...••....•.••..•.•.•.••..•••.. 
Hardware and Toolti ............• :-..•...••....•....•.....••.•..•....•.•..•.... 
Miscellaneous Iron and Steel Products ......................................... . 

~r::ri:a1X:=~~~~:·.·:::~::::::::::::::::::::::::::::::::::'::::::::::: 
Asbestos and Asbestos Products ..•.........•......•.....•.............•...... 
Petroleum and Petroleum Products ..•......•.•...• , .••.••.....•.....••..•.... 
Stone Dressing. Gypsum Producta, etc ..••.........•..•..•............•....... 
Aerated Waters ..•...•••••••••••••••••••••••••••••••••••••.••••••••••••••..••• 
Coal Tar and Its Products ..•..•••...•.•..••..••..••.....•......•.....••.•.... 
Acids. Alkalies. Salts and Compnesed Gases ................................. . 
Paints. P!gments and Varnishes ........•....•..•..•.•••....•..........•....... 
Dyeing. Cleaning and Laundry Work •.....•...••.•.•..•....•.••..•..•.•.....•. 
Non.Ferrous Smelting and Re6.Ding .....•......•...•••..••............•....... 
Clay Product.s ........•.........••..•..•......••.•.•.•................•.....•. 

~~:~~~~~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Commerce--Grain ...••.....•...•...••..••...••....•..•..•..•.•.•••...•....... 
Commeroe--Amusement8 .•........................••••••.........•...•......• 
Commerce-Miscellaneous .•....•...••...•••••••••••....••...•.•••••••••....•. 

Number 01 
Coo

IOlidated 
Companies 

in 1930 

3 
4 
7 

13 
1 
2 
2 

t 
9 
3 
1 
1 
3 
1 
9 
4 
3 
2 
4 
2 
3 
2 
2 
1 
4 
1 
3 
1 
4 
6 
2 
1 
1 
3 
3 
1 
3 
1 
1 
9 
3 

16 

Number or 
Concerns 
Absorbed 

52 
47 
28 
61 
1 
6 
9 
6 
4 

57 
6 
2 
2 
7 
3 

49 
10 
17 
7 

17 
9 
5 
2 
9 
1 
9 
5 
7 
8 

14 
46 
7 
6 
7 
4 
7 
2 
7 
2 
2 

49 
13 

100 
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TABLE 13 

333 

CONSOLIDATIONS 1921-1930 CLASSIFIED BY INDUSTRIES AND THEIR SUBSEQUENT 
HISTORY 

Name of Consolidation 

Group No. II-Fruit and VfrgetGble 
Pr~rati011I1 

Total "Capilol" Employed in Group, 
&86.119.476 

Canada V",-",. Ltd ........•..••.... 

Canadian Canners. Ltd .......•....••.. 
Wh;ttall Can. CO •• Ltd ............... .. 

Group No. IS-Flo",. and ('area" 
Told "Capital" Emploual in Group, 

166."'.148 
Lake of the Woods MilliDg Co •• Ltd .. .. 
Maple J.ea! MilliDg Co •• Ltd ........... . 
Ogilvie FloW' Mills Co., Ltd ••..••...•. 
Wootem Canada Flour Milla Co .• Ltd .. 

GroIIp No. l$-PreptJTed Grain Footh 
OM Con/tctioaq 

Told "Capital" Emploued ill o,.oup, 
1106.31O.J6! 

Blue Ribbon Corp., Ltd •..•...•.....•. 
Buroo & Co •• Ltd ..................... . 
Canada Biseuit Co., Ltd ••• II •••••••••• 
Catelli Macaroni Products .••...•••...• 
Hunta. Ltd .......................... .. 
Viau Biscuit Corp., Ltd .•••••.•••••.••• 

George Wooton, Ltd ................. .. 

Group No. l,f-lriquorll 
To141 "CapiW" Emplorietl i" Group, 

1118,110,967 
Associated Brewerie& of Canada, Ltd .•. 

Brewers and DiBtillers of Vancouver, 
Ltd. 

Brewing Corp. 01 Can., Ltd .......... .. 
Calgary Brewing and Malting Co •• Ltd. 
Canadian Industrial Alcohol Co., Ltd ••. 

Canadian Wineries, Ltd .•• : ••...•...... 
Coast Breweries ...•...•......•..••.•. ,. 
Distillers Corp.-8eagrams. Ltd .••..•. 
Dom. Distillers Consolidated, Ltd •.... 
Biram Walker-Gooderham &; Worts, 

Ltd. 
National Breweries. Ltd ..•.....••••••. 
National Distillers. Ltd ..•.....•...... 
Weat.em Breweries, Ltd •.......••...• , . 

OrI')VP No. 16-Rubbsr Product. 
TolDl "Copital" Emploged in Group, 

169.164,611 

Goodyear Ti>e & Rubber Good. Co .• 
Ltd. 

Group No. 18-Tobocco 
Tolol "Copifa'" EmploJl«l ira Gf'OJ''', 

"l,$76.11S 

Imperial TobaCiOG Co. of Can •• Ltd .••.. 
H. SUno.oI: Sons. Ltd ............... .. 

No. of 
concerns 
absorbed 
1921-1930 

Net assets 
at date 
011 ... 

a.equisition 

I 

Per cent 
of total 
"capital·· 
of group 
at 1930 
C ...... 

Earnings History to 1934 

13 S 1.591,000 ...••..... Maintained. but below esti
mate. 

31 13,179,452 .......... Satisfactory. 
8 3,243,600 ....•..... Poor; deficit 1932. 

15 
1~ 
10 
8 

6 
2 
7 
8 
I 
2 

2 

, 
3 

13 
1 
3 

7 
4 
2 
2 
2 

13 
2 
5 

1 

5 
1 

9.(46,000 ...•.•...• Improving. 
10.215.000 .......... Reo ..... ;...! 1931. 
14.995,000 ...••...•. Diminishing. 
6.663.000 .......... DimUUshiDg. 

r 2.154.193 .......... Diminishmg. 
14. 7f11, 000 •••.•••••• Reorganiza,tion1933. 
6,696,178 .......... Reorganio.tioD 1932. 
2,093,819 ••••...•.. Deficits 1930 and 1933. 

527.988 ...•...... Deficits 1932 and 1933. 
1,676.701 ..••.••... Alwa~ much below estimate. 

. Deficit 1933. 
912.83S .......... Steadily ........ ing. 

3,254:,076 .•...•.... Always below estimate, 
steadily falling. 

6.224:,000 .......... Maintained. to 1930; deficit in 
1931. 

6.807.645 ..•••..... DeficitB 1931, 1932. 1933. 
2.300.000 .......... Not known. 

14.092.000 ..•...••.• Large up to 1929; deficits 1931, 
1932.1933. 

1.763,000 .......... Irregular and falling. 
1.919.601 .......... Steadily falling. 

19,509.851 .......... Irregular. 
1.520.611 .......... Failed .. 1930. 

22.949.904 .......... Dropped aharply 1931/33. 

12, OM, 000 •••.••.... Large and maintained. 
1,633,000 .•........ Liquidated 1931. 
3.204.419 .......... Nogl;g;ble; defi.ita 1931/33. 

11,588.026 .•..•••.•• Large to 1929; irregular since. 

35,286,053 .......•.. Large a.nd steadily increasing 
946,690 ......••.. Drop in 1930; deficit 1932. 
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TABLE 13 

CONSOLIDATIONS 1921·1900 CLASSIFIED BY INDUSTRIES AND THEIR 
SUBSEQUENT HISTORY-O""tmuecl 

Name of Consolidation 

Group No.IO-Fish Curing and Packing 
Total "Capital" EmplorJed in (houp, 

I~O.8".6U1 

Anglo--Norwegian Holdings, Ltd •..••.. 
British Columbia Packet8. Ltd .•..••.• 

Group No.II-LeaUo.r ond lA4u... Pro-
dueta (Boot. and Shou) 

Tolal "Capital" EmploJ/«l in Group, 
118,161,681 

Agnew.Surpaso Shoo Sto .... Ltd ••..... 

Group No.IS-Mem Ploducta 
Told "Capital" Emplotied in Group, 

161.003.0'1 

Canada Paokers. Ltd .••••...••.•...... 

Group No. 'rDairu Produd. 
TolIU "Capital" Emploued in Group, 

168,688,838 

Bordena Ltd .•.••.•..••••.......•.••••• 
Caulder's Creameries, Ltd ..•• _ .•..•... 
Coneolidated Creameries Ltd .•.•..••.. 
Dairy Corp., Ltd ..• .-.•................ 
Eastern Dairies Ltd ..............•..•. 
Highland Dairy Ltd ...•............... 
Mount Royal Dairy Stores Inc .•....... 
Silverwood'. Dairies. Ltd ........... ,_ 
United Dairies Ltd ••..•............... 

Group No. SI-CoUon Teztila 
Toto' "Capitol" Employed in Group, 

18~.9'$.755 

COsmOIl Im.J)8rial Mills, Ltd ••••••••.... 
Dominion TeKtile Co., Ltd ..••.••.•••. 
Hamilto. Cotto. Co •• Ltd ............ . 

Group No. S.-Woollerl Teztilu 

Total "Oapitol" EmplOJled in Group, 
185,85',951 

Dominion WoolleDII and WOl'llted Ltd .• 

Group No. 84-Silk and Silk GQod.I 

Total "Capital" Emplo"ed in GrouP, 
'SO,606,060 

Bolding.Corlicelli. Ltd .•..•...•....•.. 

Choup No. S6-HoaiM1l and Knit OOtXh 
Towl "Capital" Emplopd in Oroup 

185.0.7.851 

Mercury MilIII. Ltd ••••.•.....••.• · ..•.• 

J. R. Moodio Co .• Ltd ..•.•..•...•..... 
ZimmerkDit Co •• Ltd ••••.....•••••••.• 

No. of 
ooncems 
absorbed 
1921·1DaO 

3 
6 

4 

Net assets 
at date 
or last 

acquisition 

• 

Per cent 
of total 

"capital" 
of group 
at 1930 
C ..... 

Earnings HlBtory to 1934 

3.174.537 •••...•••• Good to 1930; poor lin ... 
8,316.000 . Mazimum 1%;deficital931/34. 

1.471.000 .•••••••.. Irregul .. butlairly good. 

17.893.809 .•.....•.. Very fair; drop aince IPZO. 

19 Not known •••••••••. Not known. 
2 1,400,000. , ........ Not known. 
6 Not kDOWD ••••••••.• Not known. 

10 4,748,000 .......... Good to 1931; deficit 1932. 
10 7.493.000 ..•....... Irregul ... 
2 Not known .•........ Not known. 
2 1111,520 ..•....... Liq.uidationI930. 
3 4,888,622 .......... FalJ' but irregtllar. 
3 1.837.500 •••••••••. Poor and diminiahiDg. 

8 
3 
I 

2 

1 , 
2 

3.670,000 .•......•. I....,..w .... d poor. 
32,639,000 .......... Steady but poor. 
2.485,000 ..•....... Poor and diminiahiDg. 

6,054,476 ..•..•..•. UIlIIatis£actory-deficita 1931 
and 1933. 

1.971.000 .......... G:i!od":'d fairly well maiD-

4,391.000 .•••••.... 5% in 11129; deficits 1DaO and 
1Da2. 

1,972,000 ....••..•. Not known. 
2.531,000 ...•....•• Reo .... nised lDaO. 
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TABLE 13 

CONSOLIDATIONS 1921·1930 CLASSIFIED BY INDUSTRIES AND THEIR 
SUBSEQUENT HlSTORY-COIIti .... d 

Name of Consolidation 

GroMp No. "-Garmetlll and Per80ftlJl 
FtmaisJrinl13 

Total "Capital" Employed ,fa Group, 
111,,97,011 

Tooke BlOB •• Ltd .•....•...••....•.... , 

Group No. ,fO-Pulp aM Pap" Mills 
Tol4l"Capita'" Employed in Grovp, 

11I4,4JI'l,I04 

Abitibi Power de: Paper Co ............ . 
Canada Power and Paper Corp ...... '" 

~: ~m~:J:'p~::r'c;,:'Ot'C'~: 
Ltd. 

Boward Smith Paper Mitis, Ltd ..•••.. 
International Paper and Power Co ..•.. 
Northern Paperboard Co., Ltd .••..... 
Price Bros. &: Co., Ltd .•.•••...••..... 
St. Lawrence Corp., Ltd ..•...•........ 

Group No. 41-PtlpeT Goob 
Tolol "Copilal" Employed in Group, 

'87,014.819 
Brantlord &ofiog Co .. Ltd ........... . 
Building Products. Ltd ............... . 
Canadian Wirebound Boxes. Ltd ...... . 

Firstbrook Boses. Ltd ...............•. 

Group No. 4~Prinling. Publi.hiftl1 anti 
Lithographing 

Total "Capital" Emplo~ ift Group, 
'116,604.116 

Moore Corp., Ltd ..................... . 
Photo Engravers &; Electrotypers, Ltd. 
Willson Stationers and Envelopes, Ltd. 

Group No. 43-SGtD and PlonifIQ Mill.! 
Total "Capitol" EmplorJ«l in GrouP. 

"'0,460,064 
Clarke. Howe. Wate1'8 & Knight Bros .• 

Ltd. 
Cushing Mills, Ltd ....•.........•...... 

Gro1lp No. 61-CtutiftllS and Ft1rf1ift!l, 
Tol4l "Capital" Employed in Group, 

'100.318.189 
Enamel and Heating Producte, Ltd .... 

General Steel Wares, Ltd .......•...... 
Page-Hersey Tubea, Ltd ............. .. 
Robert Mitchell Co., Ltd ............. . 

&roup No. 61-Macllineru, Boiler, aRtl 
Engirra 

Total "Capital" Employed in G-rot.p, 
189,45',108 

W. D. Beath '" SoD, Ltd .....••.•.•..•. 
Service Statiooa, Ltd .•..••.•...••••••. 

No. of 
ooneerDS 
absorbed 
1921·1930 

3 

Net assets 
at date 
01 last 

acquisition 

Per cent 
01 total 
"capital" 
of group 
at 1930 
C ...... 

2.103,000 .•......•. Poor. deficits 1931 and 1933. 

13 158,849.000 ..•....... Receivership 1932. 
13 168,251,000 ...•..•... ReorgwWoed 1931. 

1 15,667.772 ....•..... Huge deficits 1930 and 1932. 
1 5,000,613 ..•.....•. Very pOor; highly ;,.",gular. 

9 15,236,000 .•....••.. Poor; irregular. 
4 287,560,000 .......... Very large and increaaiDg. 
3 Not known .......... Not known. 
2 70,192,000 .••.•..... 1933 receivership. 
3 56.639,000 .......... Not known. 

2 924,000 .......... Irregular and poor. 
3 2,211,000 .......... Good to 1931; sharp drop ain .. . 
3 2.388.255 .......... Good to 1929; continuous de-

cline since. 
2 1.286.500 .......... Good to 1927; poor ainoe; 

deficit 1932. 

9 9.193,000 .•......•. Good 1929; falling since. 
4 647,019 .......... Good butfslling 193200. 
4 1,057.777 .......... Heavy deficits 1932 and 1933. 

4 

3 

3 

8 
I 
6 

3 
6 

953,187 .......... Fair. 

582,715 .......... Not known. 

1,218.000 .......... Poor 1930; deficits 1931 to 
1933. 

15,098.000 .......... Fair to 1929; poor since. 
7.532.000 .....•.•.. EI('.('ollent to 1931; fair since. 
1,570,000 .......... Fair to 1930; deficits 1932 and 

1933. 

1.260,561 .......... Good 1929; negligible since. 
14,094,273 .......... Irregula.r; heavy deficits 1932 

and 1933. 
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TABLE 13 

CONSOLIDATIONS 1921_1930 CLASSIFIED BY INDUSTRIES AND THEIR 
SUBSEQUENT HISTORY-ColIl",,,.d 

Per cent 
No. of Net assets of total 

Name of Consolidation CODcerns at date "capital" Ea.minp History to 1934: 
absorbed of last of group 
1921-1930 acquisition at 1930 

c..... 

• Group No. 6S-Vehiclu. Principall" oJ 
I ron and Steel 

Totel "Copitol" Emploged in Group, 
1IJO,811,fI18 

Gotlred""n Col" Ltd .••..•.••.•.••... 2 2.176.040 .......... 1928--Reoeivorshi.li' Hayea Wheel. Forgings, Ltd •••••••.• 2 1.936.835 .......... Good to 1929; d oia 1930 to 
1933. 

RUJSell Motor Car Co., Ltd •..•••.....• 1 2,520,038 .......... Poor and irregular. 

Group No. 68-Wi,.. and Wi,.. G006 
Total "Capital" Emplo"tJd in GrouP. 

184,1/+1,1/9. 

Canadian Wire & Cable Co., Ltd. •...•• 1 5,627,052 .......... Steadlly fallinc: deficit 1932. 
Frost Steel and Wire Co., Ltd •••• , .•••. 1 1,397,086 .......... Good. to 1930; deficits 1932 and 

1933. 
Group No. 61-SAulMotoi hodvd. 
Tolol"Capital" Emplo1/ed in Group. 

163,388,180 

Corporate Steal Prod .... , Ltd •.•..••.. 7 4,442,790 .......... 1932-Receivenhip. 
Easlerl1 Steel Prod_ota, Ltd ••..••••... 2 1,118,757 .......... Fair to 1930i deficit. 1932. 

Group No. 68-HntDaf'e and Toole 
Tol4l "Capital" BmplorJtd in Grow", 

m,l6~,181 

Sterr ManufacturiDa Co., Ltd ••.••••... 1 Notlmown .......... Notlmowu. 

GrollI' No. 69-MucellaMOllllron oruI 
S ... IProdvdt 

To",l' "CapilGl" Emplor_ in Group, 
'.fO.661,B11 

Canadian Vickers. Ltd ...............•. 2 6,914.000 .......... Poor: deficits 1933 and 1934. 
Dominion Bridge Co., Ltd ....•. _ ...••. 6 21,290,000 .......... Fair, but. UrJ.ling rapidly moe 

1931_ 
Hamilton Bridge CO.t Ltd ....••....• , . 1 ',663,078 .......... Fair to 1930i deficits 1832 aDd 

1933. 
V_I"", Engineering Worka, Ltd ..••.... 1 Not known .......... 1933-Banbupl. 

Grouj) No. 61-Bnu. and Copp .. 
hod .... 

Totol "Capital" Emp/ouBd in Group, 
ll16,BBO,6k1 

Canadian BroDIe CO.t Ltd .•...• , ...... 6 1,600,000 .......... Good: fallinc off 1932. 

Cho,:r. No. U6-El<dricol Apparolut 
To "Capitol" Emplori«l ira Grovp, 

"lOl,trllJ,888 

Ammated Electric Corp., Ltd ..... , 1,317,684 .......... Very 1""'": defioi .. I931 10 1933. 
En' Eleob'ic Co., of Can., Ltd ..... 2 2,614,424 .......... Very wesular. 
Rogero..ldo,jettio Corp., Ltd •••.••••••.• 1 2,101,000 .......... Good 10 1932: heavy deficit 

1933. 
Group No. 1O-:A.b .. ,., 0l1li hod.'" 

Total "Capital" Emplolled in GrollI', 
181,414,611 

23,067,104 Reorpniled. 1932; deficits con-A,beato' Corp., Ltd ••••.•••••.••..•••• 8 ........ ~. 
tinue. 

GrouP No. 16-Pmoltum and Producll 
Totol"Capital" Emplopd in Group, 

"133,6&4.616 
Negligible; deficit 1933. Crown .. DominioD. Oil Co., Ltd ...•••.•. 6 820,01' .......... 

Imperial OU, Ltd ..••.•••••••••••.•.•.• 8 103,442.000 .......... ~ and fairly maintained. 
MoColl .. Frontenao Oil Co., Ltd.. •...... J 8,495,000 .......... ery ooocI • 
Supertelt. Petroleum Corp .••.••.••.......••.••.•• 628,7»3 .. ........ Very ooocI. 
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TABL1!I 13 

337 

CONSOLIDATIONS 1921-1930 CLASSIFIED BY INDUSTRIES AND THEIR 

SUBSEQUENT HISTORY-C ... ' ...... d 
~ 

Per cent 
No. of Net 8SBete 01 total 

Name of CoDllOlidation 'CODoernB at date "capital .. Eatnmgs History to 193' 
absorbed 01 last df group 
1921-1930 aoquisition at 1930 

C ...... 

I 
Group No. 76-SWM Drearinu, Gwaum 

Prod8ct.I, Artificial Abra.si1l6t aM 
C~Producl. 

Tol4l u Capit.ol" Emplored in Group, 
'n,636,9SU "". Canada P8~ &: Supply Co., Ltd ...•. It 3,244,991 .......... 1932-voluntary BBSignment. 

Consolidated Ita Sand &: Gravel Co., 
Fair to 1929; deficit 1933. Ltd. 2 1,767,507 .......... 

Dufferin Paving &: Crushed Stone Ltd. 7 3.609.993 . ......... Fair to 1930; nil 1932. 
Founde.tion Company of Canada. Ltd .. 2 610 000 .......... Excellent. but faUing since 1931. 
Gypsum Lime &: Alabastine. Ltd .••.•. 12 11.012.000 .......... Fair to 1930; deficit 1932. 
Standard Paving &: Materials. Ltd ..... 9 3.232,209 .......... Fair to 1931j deficit 1933. 

Grovp No, 18-Aeroted Wdter. 
Total "Capital" Bmploved in Group, 

114.9$4.798 

0 ........ Crush. Ltd ..................... 5 1.130.000 .......... Good to 1930; defici't 1933. 
Susses: Ginger Ale, Ltd ...•.........•.. 2 226,719 .......... Good to 1930; deficits 1932 an 

1933. 
d 

Oro .. " No. 8~ooZ Tar and Ita Prtxlucta 
Told "CapiUlZ" Emplored ift Group, 

181I,981.m 

Dominion Tar II: Chemical Co., Ltd .•. 6 13.300.000 .......... G"!"i to 1930; r.lling rapid ly 
am ... 

Choap No. St-Acids. Alkali,.. 
Sou. _ Compraaed Goalll 

Toeal "Capital" Emploued in Group, 
15',314.661 ..,. . 

Canadian lDd .. tries. Ltd ••..••••••••.• 7 22.968,000 .......... Not known. 

Group No. as-Paint., PiQ1Mttta and 
Varlluhg 

Total"CapitaZ" Emptor«! ia GrovtI. 
8M,IIS,S" 

Brandram~Hender80n. Ltd •...•.•..•••. 1 3.585.000 .......... Poor; defieitl!l1931 to 1933. 
Internationa.l Paints (Canada), Ltd .••. 2 980.000 .......... Good to 1930: deficits 1932--19 
Sherwin-Williams Co. of Can., Ltd •.•.. I 12.779.000 .......... Fair to 1930: deficit81932--1933 

33 

Gn>vP No. 070-0,.; ... CIaori .. ood 
Laundru "' ork 

ToW "Copital" Emplor/ed in Group, 
'18,361,09' 

Pantorium Dye Works of Can .• Ltd .... 2 235,564 .......... Good to 1931; deficit 1933. 
Premium. Laundry. Ltd .•..•••..•..•••. 2 181,710 .......... Good to 1929; deficits 1932 aD 

1933. 
d 

Snowflake Laundry '" Dry Cleaners. 3 .227,500 .......... Not known. 
Ltd. 

GrouP No. CI'IO-NOft-Fer'f'OU SrndtiJlI1 
and Refining 

Toted "Capital" Emptor. ill GrouJJ. 
6115.010686 

International Nickel Co. 01 C .... , Ltd •• 2 In,44.1,OOO .......... Fair bu~ ineIuIar. 
Go-ovp No. COO-C/O. Prod .... 

Toea' "Copital" Empiov«l i. Group, 
lII:JJ3o.m 

The Cookaville Co .. Ltd ............... 2 2.760,000 .......... d Fair to 1929i deficits 1932 an 
1933. 

National Brick Co. of Lapmirie. Ltd ... I 6.'"1.000 .......... Poor but maintained. 
National Sewer Pipe Co., Ltd ...•.•••.• , 2,295.010 .......... Fair to 1931; deficit 1933. 

U71S1-J2 
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TABLE 13 

CONSOLIDATIONS 1921-1930 CLAS&IFlED BY INDUSTRIES AND THEIR 

SUBSEQUENT HISTORY-C .... I1Ic1ed 1 

Per cent 
No. of Net assets of total 

Name of Conaolidation concerns at date llcapital" Earninp History to 1934 
absorbed of last of group 
1921-1930 acquiBitioQ at 1930 

Censul!' , 
Group No_ P300-STri"lnn/dift/1 

Total "CApital" Employed in Group, 
181,691,601 

Collingwood Shipyard., Ltd ....•.....• 2 4.056.000 .......... Very Poor. 
GrOU1' No. C!/~_ 

TolGl "Capitol" Emploved in Group, 
U9,!10,7!1 

Canada Cement Co., Ltd •............. 2 50.052,000 .......... Fair but declining since 1031. 

Commeru-Grain 

Alberta Pacifio Grain Co., Ltd •........ 1 10,364,000 .......... Poor and declining, 
N. Bawlf Grain Co., Ltd ............... 1 3.989.000 .......... Fair to 1930; negligible since. 
Canadian Terminal System. Ltd •...... 21 17,2.14,000 " ........ Reorganiaation 1931. 
Federa! Grain, Ltd .................... 10 9,250,000 .......... Poor; ODe fifth of estimated. 
Midland dt Paoifio Grain Corp., Ltd ..•. 3 1,225.842 .......... Good: Fall in 1933. 
PbcrnU Elevator Co., Ltd .............. 2 . . . . . . . . . . . . .......... Reorganimtion 1930. 
Toronto Elevator8, Ltd ................ 1 1,693.664 .......... Good but much below uti-

mate. 
Reliance Grain Co., Ltd •.............. 3 4.346,000 .......... G~d to 1929; steady dealine 

Slnce. 
Western Grain Co .• Ltd ................ 7 5,827,514 .......... Poor and irregular. 

Commeru-Amuaement 

Con80lidated Tbeo.tres, Ltd ............ 3 917,000 .......... Very poor; deficits 1932 and 
1933. 

Famous Players Canadian Corpn •• Ltd •. 8 22.829.760 .......... Fair: irregular. 
United Amusement Corp., Ltd ......... 2 2.661,000 .......... Good to 1932. 

Commerce-MUceUafte0u4 

Claude Neon Gen. Advertisint Ltd .... 7 8,170,696 .......... Fair to 1931; defioit 1933. 
Consolidated Food Products, td ...... 6 4,000,000 .......... Very poor; deficits 1930 and 

1981. 
T. Eaton Co •• Ltd ..................... 21 8,672.000 .......... Not known. 
Evans. Coleman &: Gilley Bros., Ltd ... 2 1,625.493 .......... NotknoWD. 
Gordon &- Belyea, Ltd ................. 1 447,842 .......... Fair. 
Irving Oil Co •• Ltd .................... 3 607,749 .......... Excellent. 
Johnston National Storage. Ltd ........ 2 460,000 .......... Good to 1929; deficit 1933. 
MoLennan

6 
MClFeetr &: Prior, Ltd ...... 2 2,123.346 .......... Fair and Steady. 

National lOcers. td ................. 27 5,275,000 .......... Very 'au and steady. 
Standard Fuel Co., Ltd ................ 4 1,784,306 .......... Fair. 
Tbar.ers, Ltd .......................... 5 550,050 .......... Not known. 
Thrift StOle8, Ltd ..................... 2 430,000 .......... EIcellent; beyond estimate. 
Transoontinental Storage 4: Distribut-- 7 NOtknOWD. .......... NotknoWD. 

ing Co •• Ltd. 
Poor. Vancouver Western Drug Co., Ltd ...... 2 833,600 .......... 

Wentworth Radio It Auto Supply Co., 2 «03,509 .......... Good to 1930; Deli.ilB 1931 to 
Ltd. 1933. 

Weltern Grocers, Ltd •....•............ 1 2,588,000 .......... Poor; deficit 1932. 

1 Group numben in thia table llre from the Dominion Bureau of Statisticl oriainal elaaaifieation. 
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TABLE 1~ 

HISTORIES OF CERTAIN CONSOLIDATIONS OF THE PERIOD 1900-1920 

Year Issued 
Name 01 Consolidation Formed Capital at 

Inception 

Amalgamated Asbestos Co,.. ....... . 1909 

Black Lake Consolidated Asbestos 1909 
Co.".., Ltd. 

Caaadian Cereal'" Milling Co., Ltd .. 1910 

Canada Machinery Corporation, Ltd. 1910 

City Daily Co .. Ltd ................ .. 1910 

I 

18,000,000 

5,230,500 

8,250,000 

1,962,100 

1,265,000 

Subsequent History 

Profits: 1910-1517,969: 1911 (7 months) 
1195,424: 1912-Reorganization. Asseta 
sold to new company with capitalization 
of 110,000,000. 

Profits: 1911 (15 months) $168,000. 1912-
Reorganised with contributions from sec
urity holders. Up to 1920 part interest 
paid on bonds, no dividends on preferred 
or common shares. 

1912-Reorganied with capitalization of 
$1,500,000. 1915-Again reo~;"'d. Sold 
to new company with capitalisation of 
1800,000. 1920-Receiver appointed. 

IOI2-Reorganized. Preferred stock replaced 
by common. 19I5-Bonds replaced in pari 
by preferred shares. 

1913-CommOD Stock reduced $282,500. No 
dividend on commOD stock since 1916 up 
to 1920. 

British Columbia Fisheries, Ltd .•.....................•.. 191~Reeeiver appointed. 

Spanish River Pulp &: Paper Co., Ltd. 1012 

Canada Furniture Manufacturers, Ltd. 1900 

Standard Chemical Co. Ltd.......... 1911 

Dominion Explosives. Ltd....... ..... 1910 

Nova Scotia ClaY,Works, Ltd........ 1912 

American Sales Book Co., Ltd....... 19n 

Canadian Coal & Coke Co., Ltd ...•. 1910 

British Columbia Breweriea Ltd •..... 1912 

Steel and Radiator, Ltd .••...... 4.... 1910 

United Cjgar Stores. Ltd ....••••••••. 1915 

Canadian Pacific Lumber Co., Ltd.. . 1911 

Riordon Co., Ltd ................... . 1920 

Ames Holden McCready, Ltd........ 1919 

BeldiD,g-CorUoclli, Ltd ....•.......•.. 1911 

1I7131-22i 

9,250,000 lOI4-Bondbolders asked to sanction modi
fications of their rights • 

. .... ....... 1914-Reorga.n.ized-Prelerred and common 
share capital reduced. 

6,000,000 1914-"00. the verge of liquidation"-No 
preferred dividends. 

3,370,000 Assets sold by sheriff prior to 1921. 

600,000 1915-ceased operating p~ts. 

6,646.600 1915-common capital reduced by 80%. 

18,750,580 

S,7.50,ooo 

1914-De6.cit for 7 months was 173,270.06. 
Bonds replaced by preferred shares. 
19I5-De6.cit 586,668.42. Sold to new 
company with share capital of 11,000,000. 

191~Receiver appointed. 1919 - Sold to 
new company with capitalization of $2,906.-
000. 

1,648,500 1921-Liquidated. 

3,380,000 1921-Etrorts made to finance and reorganize 
the company which was in a critical COD
dition. 

3,750,000 1921-wound up by the court. 

58,901,000 Profits: 1918,1886,565: 1919.11,135,161: 1920. 
13,684,588. 1921-Protective Committee 
formed i trustee in bankruptcy appointed. 

8, 000.000 19~Reorganized and capital reduced. 

2,350,000 1912-Profits available ror common sharee 
16,366 as against $97,000 estimated. Pre
ferred dividends deferred from Sept. 1911 
to the end or 1917. 
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TABLE I4-Coru:l .... 

HISTORIES OF CERTAIN CONSOLIDATIONS OF THE PERIOD 11IOO-1&20-C .. ,I. 

Year Issued 
Name of COJlBOli<iation Formed Capital at Subsequent History 

Inception 

$ 

Caoada Cement Co .• Ltd .•....••...•. 1909 30,256,966 191~Estimated. earnings 11,900,000; actu61 
$1,012,698. 

1911-Estmmted earnings on common stock 
1765,000; actual. $,42,697.84.-

No dividend until 1918 on common stock. 

Canadian Car '" Foundry Co .. Ltd ... 1909 13,475,000 tOlo-Estimated earnings 11,500.000. Actual 
eamings 1910 (11 months) $832,630: 

1911-11,007,137. Nothing paid on common 
191~1920. 

Canadian Converten Co., Ltd •.••.... 1906 2,268,500 Dividends passed for some time prior to 1912. 
Since then up to 1920 irregular. 

Carriage Factories, Ltd. ••.•• " ...•... 1009 2,&00,000 I9lo-Surplus for common shares of $38.405. 
1915--Preferred dividend discontinued. 
1919-1.088 $88,926. 
1920-Lo .. $92,952. 

Cockshutt Plow Co •• Ltd ......•..•... 1911 10,000,000 192G-Arre&rs on preferred stock amounted 
to 26!%. No dividends paid on common 
up to 1920. 

Dominion Canners, Ltd. .....•....... _ 1910 6,100.000 lOll-Net earnings estimated at SfOO,OOO. 
Actual earnings 1362,870. Sill: pel' cent paid 
on common stock up to March, 1914:, but 
none since up to 1920. 

Goodwillll, Ltd •...................... ........ ............ No dividends on common stock up to 1920 • 
Preferred dividends passed since July ,1914:, 
up to 1920. 

Ontario Steel Proda.tII, Ltd .•..•..•.. 1913 2,100,000 No dividend on common stockuptoAugust. 
1920. 

Sherwin-Williams Co, 01 Canada .Ltd. 1911 9,400,000 No dividend declared on common stock up 
to 1920. 



Date and 
ease No. 

1926 
I 
2 
3 
4 
5 
6 
7 

1927 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

1927 
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TABLE 15 

CANADIAN COMPANIES REFINANCED 

1926-1930 (Inclusive) 

Na,me of New Company 

Acadia Sugar &finin. Co •• Ltd ......... . 
Alberta Pacifio Grain Co •• Ltd •...•.••.... 
Cosmo Imperial Mills. Ltd .•.....•....... 
Gosse PaakiDg Co., Ltd •.•...•..•.•.•••.. 
Hiram Walkers. Ltd .....••...•....•..... 
Laura Secord Candy Sbops, Ltd .••.••.•.. 
Page.Hersey Tubes, Ltd ........••••..•.. 

Incorpo
rated 
under 

Statutes 
of 

N.S. 
Dom. 
Dom. 
B.C. 
Dom. 
Dom. 
Dom. 

Name of Predeoessor 
Company and Date Qf 

its Incorporation 

Acadia Sugar Refining Co .• Ltd ••.•. 1893 
Alberta Pacifio Graip Co., Ltd •••••• 1912 
Cosmos Imperial Mills, Ltd .••.••••• 1924 
Gosse-Millard. Ltd .... , ....•..•...•• 
Hil'am Walker &- Sons, Ltd .....••..• l858 
Laura Secord. COnfeotiODS. Ltd ...... 1913 
P ..... H ..... y T\lbes. Ltd •.•••.....•• 1902 

Asob Limited ...•.............•.. ,....... Dom. Aeoh. Limited ..•...•.••.•••••.•.•••• 1911 
Associated. Beverages, Ltd............... Onto Associated. Beverages, Ltd •.•....... 1927 
British American Brewing Co., I .. td.. .•... Dom. British American Brewing Co., Ltd.1SS2 
Canada Cement Co •• Ltd................. Dom. Canada Cement Co., Ltd .•..•...••.• 1909 
Canada Malting: Co .• Ltd................. Dom. Canada Malting Co .• Ltd ..•.••••..•. J905 
Canada Dredge &- Dook Co •• J,.td .•.•..... Dom. Canadian Dredging Co •• Ltd .•...••. 1906 
Carling Breweries, Ltd........... .•..•... Dom. Carling Export Brewing & Malting •. 1840 
Conduits Co., Ltd ........................ Onto Conduits Company, Ltd ............ J900 
Evangeline Shops, Ltd ....•....•......... Ont. Heywood, McMillan &; Co .•..•...••• 1926 
Holsum Packing Co., Ltd .......................... Holsum Produots Co., Ltd ......... . 
Mal...,..b Salt Produo .. Co .• Ltd..... .... N .S. Mal""""h Salt Produo .. Co •• Ltd .... 1924 
Northern Bakeries of Canada.... .•....... Dom. Northern Bakeries, Ltd .•.•.•...•••• 1926 
Orange Crush. Ltd.... ................... Onto Orange Crush. Ltd ................ .. 
Pelissier'lf, Ltd......... ••••••••••.••••.•. Dom. Pelissier's Ltd ............•......••. 
Provincial Paper, Ltd •.•••••.•...•• t •• , •• Onto Provinnial Paper Mills, Ltd ......... 1909 
Quebec Southern Power Corp...... . .. . ... . ......... Southern Quebec POWel' Corp •.....•. 1925 
Service Station Equip. Co., Ltd.......... Dom. Clear Vision Pump Co .............. 1928 
Sleeman's Spring Brook Brewing Co., Ltd. Dom. Spring Brook Brewery ....•......•.. 1850 

26 Sobie Silk Shopa, Ltd........ ............ Dom. Sobie Silk Shop, Ltd. ............... 1911 
27 Stan/Old'. Ltd........................... Dom. Stan/old's Ltd ...................... 1905 

Ig28 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
63 

54 
55 
56 
57 

Bathurst Power &; Paper Co .• Ltd..... ... Dom. 
N. Bawlf Grain Co., Ltd........ ......... Dom. 
British Columbia Power Corp., Ltd...... Dom. 
Burns &- Co., Ltd. . . . . • . •. . • . . . . . . . . . . . . . Dom. 
Canada Vinegars, Ltd............ ........ Dom. 
Corrugated Paper Boz Co •• Ltd. ... ....... Dom. 
Curtill8-Reid Aircraft Co., .f..td........... Dom. 
David &- Frere, Ltd....... .. .. . .. .. . .. . .. Que. 
De Forest Crosley Radio Co., Ltd.... ... Dom. 
Donnacona Paper Co .• Ltd............. .• Que. 
Eau Claire Saw Mills, Ltd......... ..... .. Dom. 
George Weston, Ltd ...............•.....• Dom. 
Great West Saddlery Co., Ltd........... .. Dom. 
Hamilton Bridge Co., 1.td. .••..... ....... Dom. 
Hamilton Cotton Co., Ltd ............... Dom. 
Hamilton Leather Goods Co., Ltd. . . . ... Onto 
Honey Dew, Ltd ......................... Onto 
Howard Smith Paper Mills. Ltd.......... Dom. 
Howe Lumber Co., Ltd........ . ..... ..... Que. 
International Paints (Can.). Ltd. .••... ..• Dom. 
C. W. Lindsay & Co ...................... Que. 
McKinnon Steel Corp .• Ltd.. .•..........• Dom. 
M. & P. Store~ Ltd ...................... Dom. 
Medicine Hat ureenhouses, Ltd........ .. Dom. 
Malchers Distilleries. Ltd................ Que. 
National Hosiery Mills, Ltd.............. Onto 

Ontario Silknit, Ltd...................... Dom. 
Regent Knitting Mills., Ltd. .••.. ......... Que. 
Restigollche Co., Ltd. . . . . . . . . . . . . . . . . . .. Que. 
RobinlOn Con80lidated Cone Co., Ltd.... Dom. 

Bathurst Co., Ltd. ................. • 1901 
N. Bawlf Grain Co., Ltd ..........•. l9()9. 
Br. Col. Electric Ry. Co., Ltd ..... . 
P. Burns & Co., Ltd ................ 189& 
Canada. Vinegars, Ltd ....••....•..•. 1925 
Corrugated Paper Bo. CQ" Ltd ..... 191~ 
Reid Aircraft Co., Ltd ............. . 
David &; Frere Co .................. 19m;. 
De Forest Radio Corp., Ltd. ....•... una. 
Donnacona Paper Co., Ltd .......... 1914-
Eau Claire Bon River Lumber Co .. . 
George Weston, Ltd ................. 191{)1 
Great West Saddlery Co., Ltd ...... 1899 
Hamilton Bridge Worka Co., Ltd. .•. 1895. 
Hamilton Cotton Co •• Ltd .......... 1918" 
Hamilton Leather Goode Co., Ltd .• 189g. 
Honey Dew, Ltd ................... 1916 
Howard Smith Paper Mills. Ltd .••. 1912 
Howe Lumber Co., Ltd ............. 1923 
International Paints (Canada), Ltd.1924 
C. W. Lind .. y. Ltd ................. 1902 
McKinnon Steel Co., Ltd. .•..•..•.... 1909 
M. &. P Sto ..... Ltd ................. 1914 
Rosary Flower Co .................. 191)91 
Melchers Distillery Co., Ltd ....... . 
Real Silk. Hosiery Mills of Canada, 

Ltd ............................... 192S 
Ontario Silknit, Ltd ....... " .....•.. 1922 
Regent Knitting Mills, Ltd .......... 1907 
Stetson, Cutler & Co ............... . 
RobineoD &- Sona, Ltd ...•.••.......• 
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1928 
08 
59 
60 
61 
62 

63 
64 
65 
66 
67· 

1929 
<l8 
60 
70 
11 
12 

13 
14 
~5 

'16 
'17 
78 
'19 

ROYAL COMMISSION ON PRICE SPREADS 

TABLE 15 

CANADIAN COMPANIES REFINANCED-O ... lu.e. 
192&-1113C (iucluoive) 

.. 

Name of New Company 

. . .. 

Rolland Paper Co •• Ltd ................•• 
St. Lawrenee Paper Mills Co., Ltd ......•• 
Sarnia Bridge Co., Ltd. •...•..•..........• 
H. Simon &: Sons. Ltd ...................• 
Standard Steel Construotio. Co., Ltd .•... 

G. Tamblyn, Ltd .....•..................• 
Tip Top Tailors, Ltd .................... . 
United Press, Ltd ... _ •............. : ....• 
Waterloo Manufacturing Cf?/ Ltd ........• 
Western Steel Products. L't<1 ........... ~. 

Incorpo
rated 
under 

Statuta 
01 

Dom. 
Dom. 
Dom. 
Dom. 
Onto 

Dom. 
Dom. 
Onto 
Dom. 
Dom. 

Name of Predecessor 
Company and Date of 
ita Incorporation 

. . .. 

Rolland Paper Co., Ltd .........•..• 1882 
St. Lawrence Paper Mills, Ltd ••••••• 1922 
Samia Bridge Co •• Ltd. .. ,_ .......... 1907 
H. Simon &- Sons, Ltd ....•......... 1909 
Standard Steel Construotion Co., 

Ltd .•...................•......... 1913 
G. Tamblyn, Ltd ......... , ......... 191» 
Berger Tailoring Co., Ltd .•.•....••. 1910 
United. Press, Ltd ................... 1922 
Waterloo Manufacturing Co., Ltd .... 1850 
Western Steel Products, Ltd ..•...... 1920 

Acme Glove Works, Ltd ........................... Acme Glove Works, Ltd ............ 1912 
W. D. Beath &: Son, Ltd ................. Onto W. D. Beath lot Son, Ltd ............ 19M 
Biltmore Hats, Ltd ...................... Dom. Biltmore Hats, Ltd ................. 1911 
Consolidated. Press, Ltd .................. Dom.- Consolidated Press. Ltd ......••..•.• 1899 
De Haviland Aircraft of Canada, Ltd..... Onto De B&viland Aircraft or Canada, 

Dod .. MaoulaoturiDg Co., Ltd ..•...•...• 
Eleotrio Elevator and Grain Co., Ltd •.... 
Guelph Carpet aDd Worsted. SPinnina 

Mill., Ltd ..............•..............• 

Jones Bros. of Canada. Ltd ..............• 
Laogl.y Co., Ltd .•....•.........•.•.•.... 
Medalta Potteries. Ltd ........•..........• 
Neon PrOduotsof Western Canada,-Ltd ...• 

Niagara Wire Weaving Co .• Ltd ..........• 

Onto 
Onto 

Dom. 

Dom. 
Onto 
Dom. 
Dom. 

Ltd .....................•.......•. 1928 
Dodge Mfg. Co. of Canada ..•....•.. 1886 
Bole Grain Co. (aD el.vator) ......•. 

Guelph Carpet and Worsted Spinning: 
1,.Mill •• Ltd ......................... 1927 
~ones Bros. of Canada, Ltd •......... 1926 
Langley's Ltd ...................... . 
Medalta Potteries, Ltd ...........••• 1917 
Neon Products of Western Canada, 

Ltd .................•...•......... 1918 
Niagara. Wire Weaving Co., Ltd. ..... 1919 80 

~1 
~2 
83 
M 
83 

. - Fraitie Cities Oil Co .• Ltd ............... . 
Onto 
Bosk . 
Dom. 
Dom. 
Que. 
Dom. 

Prairie City Oil Co., Ltd ............ 190.. 

1000 
86 
81 
88 

&u:nia Distilleri88, Ltd· ........... , ..•.•.• 
Scythes 41: Co .• Ltd ..................... . 
Service Coal Corp ....................... . 
Simpson's. Ltd. .......................... . 

Sarnia Wine &: Cognac Co .• Ltd. •.••. 1928 
Scythe. '" Co., Ltd .......•.......•. 1910 
P. E. Mo ....... Ltd ........•....... 
Simpson's, Ltd ...................... 1925 

Viceroy Manufacturing Co .. Ltd.... . ...•• Dom. Canadian I.T.S. Rubber Co., Ltd ... 1920 
Vulcan Engineering Works, Ltd.... .. . . . .• B.C. Vulcan Iron Works, Ltd ...•..•...... 1907 
West. Canadian Hydro Eleo. Cotp., Ltd. ............. West Canadian Hydro Elec. Corp., 

Ltd. 



TABLE 16 
REFINANCING OF CANADIAN COMPANIES 1926-1933 (INCLUSIVE) 

Case No. 
Net 

Assets or 
New 

Company 

1926 • 

Tote! 

• 

Bonda 

Per 
Amount Cent; 

• 

Securities Sold to Public, 

Prererred 

Amount 

• 
Division 

per 
Share 

• 
1..................................... 4.970.000 2,500,000 2,600,000 6 2.................................... 8,717,285 3,000.000 ............ ........ 3,000.000 7·00 
3................. ................... 3.4M.882 1.500,000 .................... (V) 1,500.000 7.00 
4.................................... 1.957,731 1,500.000 ............ ........ 1,500,000 7.00 

Division 

CI:"A" 
Share 

• 

Clau "A" Common 

'. V. , 
Amount or Voting 

N.V. 

• • 

4,000,000 L::::::::::::::::::::::::::::::::: I::m:! ::!:ml8 ::~;~;~: :::::i:: ...... 750;000· .... '7:00· .............................. .. 
I~~~I~~~I~~~I ---~--~~ 

45,077.425 15,250,000 4,500,000........ 6.750,000.......... ............ .... ........ . ....... ",000,000 

1927 
---1---'---'-

8................. ................... 1,116,422 518,750 
9.................................... .............. 150.000 

10................. ................... 1,680,000 1.980.000 
11.................................... 47,M3,899 41,000.000 

500,000 
150,000 

7.00 .............................. .. 
7.00 

2.50 1,320,000 N.V. 

12.................................... 4,789,926 2.500.000 
13.................................... 2.807,699 1.500.000 :::::::::::: :::::::: ····i;500;OOO· ·····7:00· ............................... . 
14................. ................... 1.809,028 2.700,000 
15.................................... 381,119 250,000 :::::::::::: :::::::: ...... 250;000· 
16.................................... 184.530 150,000 ............ ........ 150,000 
17.................................... 23.011 20,000 
18.................................... 763,544 500.000 
19.................................... 5,M5.636 4,050,000 
20.................................... 1.130,000 650.000 .................... 650.000 
21. ....... . .. .... .. .. .... .. .... ... .... 563,080 450.000 .................... (V) 450,000 
2'~.................................... 10.254.754 8,800,000 5,300,000 51 3,500,000 

20,000 

7.00 .............................. .. 
7.00 
7.00 
7.00 

7.00 
7.00 
7.00 

~:::::::::::::::::::::::::::::::::::: 4'm:i:: I'~~~:~:l:l :::::::::::: :::::::: :::::::::::::: :::::::::: .... · .. i:6il· .... 027;500· "N.V:· 
~:::::::::::::::::::::::::::::::::::: ...... ~~:~. m:: :::::::::::: :::::::: · .. · .. i25;000· .... '7:00· ...... ·i:75· .................. .. 

18,760 

650,000 

(V) 2,500,000 

2,700,000 

4,050,000 

1.512.500 

380,000 

27 .................................... [. __ ::71",6.:.,9,,33+-:,...5,.,00.,.,':000_
11
_ .. _._ .. _"_'.,."",'_'1 ........ 600,000 7.00 

______________ 1 __ 8_3..:,,77_",:.,7_72+_611"',_663,750 25,800,000 ........ 28,796,000 ...................... 2,247,500 _"_'_"_'_"'1 __ 1_1,_8_21_,25_° 



TABLE 16 

REFINANCING OF CANADI4N COMPANIES 1926-1933 (INCLUSIVE)-ConclucW 

S.curiti .. Sold to PubU. 

Net Bondi- Preferred ClasellAu 

Cue No. .ABaets of 
New Division 

Company Per Division per V. 
Total ·Amount Cent Amount 

S~~ 
Clau "An Amount or 

Share N.V. 

1928 • J J J • • • 
N.V. 

28.................................... 204,000,000 16.000,000 .................•.......................... 
29............ ........................ 8.542.409 2.000.000............ .•...... 2,000.000 6.50 
30.................................... 107,151,000 60.000.000 .......................................... .. 
31.................................... 15.723,077 13,900,000 7,000,000 6l 6,900,000 6.00 

~:::::::::::::::::::::::::::::::::::: I'm::~~ 2,~:~ :::::::::::: :::::::: &)"650;000' · .. ·Too· .............................. .. 
34.................................... 1,650,000 1,275,000............ ........ 1,275,000.......... 2.60 
35....................... ............. 850,000 805,000 ............ ........ .............. .......... 2.26 806,000 N.V. 
M:::::::::::::::::::::::::::::::::::: J6J~:m 7,~:~ "7;000;000' .... ·.it· ...................................................... .. 
38.................... .......... ...... 289,300 110,000 ................ .... 110,000 7.00 
39................. ....... ...... ...... 912,833 500,000 ..... ....... .... .... 600,000 7.00 
4(1.................................... 2,477,183 1,760,000 860,000 6 900,000 6.60 
41.................................... 3,410,686 2,260,000............ ........ 2,260,000 6.60 
42.................................... 2,336,004 1,680,000 1,000,000 5l 680,000 2.00 
43........ ......... ...... ..... ........ 131,260 125,000 ............ ........ 125,000 1.15 
44........ ......... .......... ......... 1,130,272 650,000 ............ ........ 650,000 7.00 
45.................................... 14,436,776 11,600,000 7,000,000 6l 4,500,000 B.OO 
46................. ...... ...... ....... 693,031 350,000 ...... ...... ........ 350,000 7.00 
47.................................... 980,000 938,000 .................... 938,000 2.50 
48.................................... 2,791,701 1,200,000 .................... (V)1,200,000 6.50 
49................... ..... ..... ....... 677,247 600,000 ........ .... ........ 600,000 7.00 50.................................... 268,876 200,000 .................... 200,000 
51.................... ..... ..... ...... 490,000 380,000 ..... ....... .... .... 380,000 7.00 
52.................................... 2,821,848 3,500,000 .......................................... .. 
53 .................................................................................... (V). 30,000 N.P.V. 
64............. ..... .... ........ ...... 1,500,203 860,000 ............ .... .... 850,000 7.00 
65.................................... 2,210,000 1,820,000 
66.................................... .............. 1,600,000 
67....... ............ ..... ........ .... 495,037 809,919 
6(1.................................... 4.777,662 4,000,000 

2.00 16,000,000 N.V. 

2.60 80,000,000 

2.00 3,500,000 N.V. 

"i;5OO;000' · .... 5i· ....................................................... . 

"2;500;000' ..... .ii· .... i;,ioo;ooo' .... '6:00' :: :::::::::: ::::: ::::::: ::: ::::: 
59 ................................ .. 21,836,747 23,160.000 19,000,000 6.00 .............................. .. 

Common 

Voting 

• 

~.438.000 

825,000 

1,820,000 

809,919 
NODo-voting 
1st 2 years 

4,160.000 



110 ................ ".................. 469,435 384,000 
61 ................ ".................. 1,085.761 1,000.000 
62........ ............................ 674.666 420.000 
63.................................... 1108.743 700.000 
04.................................... 2.203.876 1,1100.000 

:::::::::::: :::::::: · .. ·i;ooo;ooO· .... '1:00· 
:::::::::::: :::::::: .. ·• .. 700;000· .... ·7:00· 

1,600,000 7.00 

2.00 

8.00 

384,000 V. 

420,000 N.V. 

65.................................... 425.748 22.1.000 

~::::::::::::::::: ::::::::::::::::::: 1 __ ~"::-:~::~,-::r::6Y:+-=~_:~:-:2,,0:,-:~:-:~~,+'::' i-::i,,60::' ;::00-:0_'1 _,,_,,_._. iI' .... i;ioo;ooo' ..... iI:5iJ' 
246.076.374 170.104.919 23.226.000 ';;';;';;';';1=;;49;;.,;,;71i8;;;,;. O,;,OO;'F'';';''';'' ;;"';';"';" ;'1. ;;"';';",;,' ;';"';''';';';';'',1,,;;82;';',;,;129';'';,;0,;,;00;''1 

1,020,000 V. 1.00 

1929 

68.................................... 1.046.188 69.................................... 2.567.600 
70...... .............................. 383.991 
11.................................... 1,032,076 
72........ ......... ............ ....... 406.307 
73.................................... 1.023.431 
74........................... ......... 926.689 
75.................................... 1.817.300 
76........... ................ ......... 782.930 77.................................... 1.081.459 
78.................................... 635.431 
79....... ............................. 681.304 
80........... ........ ................. 787.334 
81....... ................ ............. 1.324.620 
82................... ................. 82.1.168 
83........... ...... ........... ........ 461.260 
04 ................................. · ............... . 
85 ........... .............. '" ....... , 30,544,577 

975.000 
2.617.600 

300.000 
1.650.000 

300.000 
684.000 

1.237.600 
1,000,000 

350.000 
600.000 
320.000 
396.000 

1.227.600 
1.260.000 

679.626 
322.876 
250.000 

23,000.000 

............ ........ 760.000 3.2.1 ............................... . 

:::::::::::: :::::::: ...... 800;000· · .... 7:00· 1.110 2,617.600 V. 
800,000 61 .............. .......... not known 760.000 V 

............ ........ 300.000 7·00 

.... 400;000· .. ···iI .. :::::::::::::: :::::::::: 

............ ........ 1,000.000 6.60 

............ ........ 360.000 6.60 
Il00.000 7·00 

2.00 
1.60 

658.000 N.V. 
787.600 N.V. 

· .. ·320;000· .... ·ili· 
............ ........ 300.000 8.00 .............................. .. 

:::::::::::: :::::::: ...... ~~~:~~~ ...... ~:~~ . .. ··· .. i:lii, "i;200;OOO' ·V:···· 
::::~:~~~: :::::ij: .. · .. ·322;873· .... Til7' .............................. .. 
10,000,000 6 10,000.000 6.60 

8,000.000 6.00 

10.062.919 

126,000 

96.000 
436.600 

46.626.660 36.960.000 11,820.000 17,714.876 6.863.000 1;; .. ;,;.;; .. ;; .. ~.11=~I';;;fifi;;;2;;' 1;;2.1 

1930 

86 ................................... . 
87 ................................... . 
88 .................................... . 

·Number of shareR. 

968.800 
452.931 

1.725,000 

3,136,781 

300.000 800,000 61 

dgg:~~~ .. i;ooo;oOO' ...... U· 
---I------I-----~-----I-----I 

7.00 160,000 

160,000 1,41i0.000 1,300.000 ........ 
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Case 
No. 

1 
7 

11 
18 
22 
31 
37 
40 

42 
46 
58 
68 
66 
67 
71 
74 

78 

84 
86 
86 

88 

ROYAL COMMISSION ON PRICE SPREADS 

TABLE 17 

EARNINGS HISTORY OF BONDS SOLD TO THE PUBLIC 

Times Interest Earned 

1926 ~927 \ 1928 ,'1929"\ 1930- t 1931 ~932 [. -1993 
..•........ 1.03 1.00 1.00 1.6 2.1 2.7 2.9 

3.2 8.5 bonds reti red. 1'928 at 105 
Bond interest earned each year; .8 portion of preferred dividend abo earned each Near 
19S!, bond interest in mTea1'8 waimi. bondIJ put on an income baaiB. 
Interest earned each year; preferred dividends also earned. 
198., 1'OOTU anization. Not earned Not earned Not earned 

............ ........... 1:1 ].0 1.0 Notearned Reorganisation. 1932 

...................... Pref. Div. Pref. Div. Prer. Div. Not Not Not 
oom~ eamOO earned earned earned earned 

Bond inte rest'earned up to end of 1931 Not earned Notearned 
Bond iDte rost earned to date 
..................................................... "' N'otearned Noteamed Notearnod 
Bond inte rest earned to date 
Earnings Dot availab Ie. 
Earned to 1930 Receiver ship, 1931 
Earned to 1932·" Not earned 

1930. rearg aniaation: taken over by 
Phoentt E levator Co. 

..•..................•........... Not earned Noteal1led Not08l1led No. earned Readjust
ment 

Earned 

Earnings Dot publish ed. 
Bond inOO rest earned 

_ TABLE 18 

No. 
available 

1.6 

1.02 

1.31 

1.04 

1.38 

EARNINGS HISTORY OF PREFERRED SHARES SOLD TO THE PUBLIC 

Ea.rn.inge Actual E..-ninBo per ,hare 
per share Estimated. 

C ... required fo1" E..-ninBo 
No. Preferential per ohare 1926 1927 1928 1929 1930 1931 1932 1933 

Dividend 

I .... I . ... I .... I .10 . I . .. , I .... I .... I .... I .... I .... 
2 7.00 26.62 . 'is:27' 19.37 32.15 34.44 Del. 6.18 1.60 .48 
3 7.00 ............ 18.08 16.26 15.84 8.97 6.98 3.63 7.53 
4 7.00 33.33 23.09 11.35 D aoqui rod by B.C.Pa ckera, L !d., 1928 
6 7.00 ............ ........ 22.37 27.52 46.30 oonvert edtooo mmon 
8 7.00 .......... .. ........ ........ 16.99 acquire d by CI audeNe on GeDe raI Ad-

vertisi DB, Ltd . • 1929. 
9 7.00 _48.66 ........ ...... ,', Not rep olted. 

11 6.50 16.99 ........ ........ 6.64 7.62 7.46 7.41 3.91 .38 
13 7.00 · . . . . . . . . . . . ........ 1= 453.91 417.66 184.26 399.29 63.14 
16 7.00 26.66 ........ sDotrep orted;v oiuntazy aasigo ment, 

1931 
17 7.00 28.00 ........ ........ EarniD. 8 Dot rep orted; n opreferr ed divi denda 

paid a fter 1929 
20 7.00 .......... " ........ ........ 1&.21 13.70 15.7& 7.18 nil 
21 7.00 · . . . . . . . . . . . ........ ........ 15.50 13.12 nil nil nil nil 
22 7.00 ............ ........ ........ 10.26 16.70 14.75 9.29 7.!r/ 7.15 
26 1.75 · . . . . . . . . . . . ........ ........ Earning sDotrep ortedist ockpurc bued b y Presi-

dent, 1929. 
27 7.00 6.88 ........ ........ nil 17.91 nil bankru ptcY • 1931. 
29 6.50 16.00 ........ ........ . , ....... 21.50 Del. Del. .01 bond 

int. 
earned. 

31 6.00 · ·····25:38· ........ ........ 7.04 .00 nil nil nil 
33 7.00 ........ ........ 23.01 12.42 6.20 DotM- nil 1.80 

ported. 
Air-34 2.00 · . . . . . . . . . . . ........ ........ .. ...... Del. Del. 1932m uin>d by 

.raI. nduBtrie I • 
38 7.00 ." ......... ........ ........ Earning 9 Dot rep ortod 19 32 and 1 933 Pre! . Divid .. 

enda n otpaid. 
39 7.00 ........... . ........ ....... . 16.76 15.62 21.87 15.911 13.80 32.68 
40 6.50 ............ ........ ........ 26.64 1.42 not earn ed ianoe. 
41 6.50 ............ ........ ." ..... 18.16 24.59 13.48 6.68 Del. Det. 
42 2.00 ............ ........ ........ 7.66 4.12 2.27 nil Def. nil 
43 1.75 ······M:ili· . . . . . . . . ........ Earning anotrep orted. 1933 ban kruptoy. 
44 • 7.00 ....... . ........ 16.62 10.68 9.63 nil nil 
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TABLE 18 

EARNINGS HISTORY OF PREFERRED SHARES SOLD TO THE PUBLIC-COIIcludal 

Earnings Actual Earnings per share 
per share Estimated 

C ... required for Earnings - -
. .. ~ No. Preferential per IIhare 1926 1927 1928 1929 1930 1931 1932 1933 

Dividend 

a .... a eta. a .... a eta. Seta. Seta. S --eta. a eta. a eta . a eta. 

45 6.00 ............ ........ ........ 12.93 16.64 6.75 1.22 2.83 4.00 
46 7.00 ............ ........ ........ 25.10 baDkru ptcy 1931 

(28 &/29) 
47 2.50 ·····2i:66·· ........ ........ ........ 1 5.25 4.12 .92 nil nil 
48 6.50 ........ ........ .•...... 35.59 32.73 19.72 nil Del • 
49 7.00 15.13 10.31 13.14 6.87 3.13 Del. 
50 7.00 Earnings not reported; preferred 

dividends paid regularly 
51 7.00 ............ ........ ........ .. iil:i;8" 8.31 2.47 .28 nil 
54 7.00 "i?'s:':i3:aa' ........ 

........ 21.14 8.63 9.62 5.25 4.17 
........ 

68 6.00 /29-20.00 ........ 8.35 14.33 10.66 7.51 6.07 6.15 
69 6.00 3.96 ........ ........ .56 7.66 6.86 .24 3.15 13.95 

(9m) 
61 7.00 · . . . . . . . . . . . . . . . . . . . ........ 21.30 

(13m) 
32.02 20.77 7.92 (lk (D) 

6.72 
(9m) 

63 7.00 ............ ........ ........ 19.25 27.93 27.52 33.28 26.77 22.35 
64 7.00 ............ ........ ........ 4U9 42.25 18.38 7.91 nil 6.24 
67 6.50 ............ ........ ........ 39.74 51.20 20.34 receive rship,19 31 
68 3.25 ............ ........ ........ ........ 7.01 Del. Def. Def. 3.21 
70 7.00 ...... 26:00' ........ ........ . . . . . . . . 17.36 12.20 12.14 13.39 13.78 
72 7.00 ........ ........ ........ 28.52 2.97 .01 10.27 7.35 

75 6.50 ~ .... ~ ...... ........ ........ ........ - &.96 10.05 10.61 
(D) 
10.61 US 

(6m) 
76 6.50 ............ ........ ........ ........ 39.40 17.64 nil not rep orted 
77 7.00 ............ ........ ........ 22.43 14.47 6.81 nil nil 
79 3.00 ............ ........ ........ Earnin ~ .. otre ported 
80 3.00 · ..... "7:85' ........ ........ 7.45 6.86 6.26 1.63 
83 1.67 ........ ........ ........ Earnin gsnotre ported 
85 6.50& 6.00 · . . . . . . . . . . . .. ...... 10.11 11.95 6.62 nil _. . . (7m) (13m) 
87 7.00 3.00 ........ ........ ........ Earnin gsnotre ported Bankru ptcy • 
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TABLE 19 

EARNINGS mSTORY OF CLASS "A" SHARES SOLD TO THE PUBLIC 

Earnings Actual EamiIlgs per abare 
per share Estimated 

C ... required for Earnings 
No. Preferential per share 1926 1927 1928 1929 1920 1921 1922 

Dividend 

• • IA!. • eIB. • eIB. • eIB. • .!.s. • eIB. • • IA!. • eIB. • eIB • 

10 2.150 '.M ........ ........ 1.63 .63 Not .... .48 .14 

24 1.60 ............ ........ ........ 7.46 6.32 
ported 

4.78 Del. 
-},D) .1. 

28 2.00 ............ ........ ........ .63 .20 .18 .50 .33 
(D) (D) 

30 2.00 2.00 ........ ....... . .. '2:32' 2.63 2.19 2.44 2.01 
86 2.28 ............ ........ ........ 4.90 4.28 nil. nil. 

(Iltm) 
62 2.00 6.60 ........ ........ ........ 3.88 nU. nil .10 

60 2.00 8.33 ........ ........ 4.14 
(14 m) 

6.60 Del. Del. Del. 
62 3.00 . . . . . . . . . . . . ........ ........ 13.79 28.24 9.19 3.83 nil. 
86 1.00 ...... 3:68 .. ........ . ....... 4.48 1.70 Del. Def. Def. 
69 1.60 ........ ........ ........ 2.92 .63 nil Del. 

71 No rate ............ ........ ........ ........ 4.OS 4.38 (16 m) 1.13 
quoted 

73 2.00 . . . . . . . . . . . . ........ ........ ........ '''6:73' 3.57 1.76 nil 
74 1.60 ............ ........ ........ ........ Reorgnn isatioD, 1930.tak 

by Ph oem El vator Co. 
81 1.00 ............ ........ ........ ........ ........ 4.10 1.14 8.11 

(D) (D) (D) 

TABLE l!O 

EARNINGS mSTORY COMMON SHARES SOLD TO THE PUBLIC 

Actual Earnings per Share 
Cue No. 

Estimated 
Eaminge 
per Share 1926 1927 1928 1929 1930 1931 1932 

1933 

• .IA!. 

Del. 
.04 

(D) 
1.64 

nil 

Del • 
nil 

Del. 
Not 1800 
ported 

.04 
(D) 
D. 

en over 

1.04 
(D) 

1933 

6............ .•...•.............. ....•... 1927, merged with G ooderha m & Wo rts. Ltd • 
8............ .................... .•.. .•.. ........ 2.59 1929, ts.ken 0 ver by Claude Neon 

Adver tising L td. 
10 .•.............................................. Preferre d divid end not earned in any y ear. 

1.39 2.00 
(11 m.) 

12............ .................... ........ ........ 1.94 2.20 1.24 1.51 
(13 m.) 

14 .......... .. 4.68 . ....... ........ 2.83 .32 not 1.12 .78 
registe red 

19........ ..... ..................•. ........ ........ Earning I!I not rep orted 
28............ .................... ........ 1927, control acquire d by lot ematioD aI Paper Co. 
25............ 39.47 ........ Earning 9 Dot pu blished 
32............ 2.37 ........ ........ 2.11 2.01 1.82 1.83 1.62 1.72 

(6 m.) 
36... .... ..... 4.00 ................ ........ 1.61.. ..... . 4.01 1.67 

(15 m.l 
85... .. .. .. . .. 3.14 ................ .80 Prere~~, not paid ai.n ceo 
57... . . . . . . . .. ..................•. ........ ........ Earning s not pu blished 
aD ................................................................ After 1930, no ea rnings 0 n 

oom mOD 
88 .................................................. After 10 29. Opel' ating los fIe8 
73... .... ..... .................... ...•.... ........ ........ ........ 1.17 not sin co 1930 
79 ............ 1930- .72:/31-0.82 

1932-2.9li:/3~.07 ..•...•...•..... Earning s not pu blished 
80.... . .. . . ... .................... .....•.. ........ ........ ........ 2.45 1.57 
82............ 12.00 ................ F.arning 8 Dot pu blished 

1.16 .il 



ANNEX IV. 

SUPPLEMENTARY TO CHAPl'ER m. 

THREE CASES OF CORPORATE FINANCING 

(A) SIMPSON'S, LIMITED, TORONTO 

In the case of Simpson's, Limited, the original operating Company, the 
Robert Simpson Company, Limited, and its subsidiary operating companies were 
left undisturbed in effect, and the entire refinancing took place through a holding 
company. The Robert Simpson Company was founded in 1872, but was not 
incorporated until 1896, when it had an issued capital of $137,500. In 1898, 
three Toronto financiers (Sir Joseph Flavelle, H. H. Fudger and A. E. Ames) 
purchased the 1,375 issued shares of this company. By 1917, the total capitaliza
tion of the Company had grown to $6,700,000, and consisted of 33,500 six per 
cent preference shares and 33,500 common shares; of these 5,000 preference 
and 26,033 common shares had been issued as stock dividends. In addition to 
this, $2,250,833 five per cent first mortgage bonds had been issued in 1912. 
Since 1918 there has been no substantial change in the capital structure of the 
Robert Simpson Company, Limited, itself. 

In March, 1925, Simpson's, Limited, was formed as a holding company and 
purchased from the holders of the shares 33,500 common shares of the Robert 
Simpson Company, Limited. The holders of these shares received $150 per 
share in cash, and three shares in the new Simpson's, Limited, in return for each 
share of the Robert Simpson Company, Limited, which were surrendered to the 
holding company. -The cash for this tJ;ansaction was obtained by selling to the 
public $5,600,000 61- per cent collateral trust bonds of the holding company; the 
collateral was the common shares of the Robert Simpson Company. These bonds 
were sold to the underwriters, Wood, Gundy & Co., at 90. The net effect of this 
transaction was that the owners of the Robert Simpson Company now became 
the owners of Simpson's, Limited, which, in turn, owned the Robert Simpson 
Company, and in addition they received something over $5,000,000 in cash. 

It was stated in the bond prospectus of the 1925 Company "one of the 
primary purposes of this issue is to afford an opportunity for officers and depart
ment managers of the company to secure a more important share-holding interest 
in the business. Simpson's, Limited, will comprise among its shareholders, not 
only the present holders of the common shares of the Robert Simpson Company, 
but also a number of the chief executives and managers of that Company." 

It will be noted that this transaction did not directly affect the operating 
company, but the sale of bonds by the holding company, the payment of interest 
on which depended upon the operating company's dividend policies, created a 
situation to which reference will be made later. In 1928, when funds were 
required for extension of the Toronto store premises, the necessary money was 
raised by the holding company, through an issue of $4,000,000 preferred shares. 
In the following year an additional $3,000,000 of such shares were sold to provide 
funds for new buildings in Montreal. The commissions and expenses of selling 
these shares totalled $292,189, and were paid by the operating company. 

349 
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In June, 1929, a new Simpson's, Limited, was incorporated and the 1925 
company was wound up. The capitalization of the 1929 company was as follows: 

First Mortgage Bondt, Series "A" 8 per cent (1929) .......... ,10,000,000 • 
Series nB" 5i per cent (1930).......... 1.250,000 

61 per cent Cumulative Preference (1929) •••••••••• 10,000,000 • 
(1930) ••••••• '" 1,250,000 

Common Shares DO par value ClaSi "A" 120,000 
(stated valUe)................ 4,800,000 

Class "B" 120.000 
(stated value)................ 1,461,314· 

The securities marked with an • were given to Simpson's, Limited, 1925, and 
were sold by it to the underwriters for $20,000,000 cash; the par value of the 
bonds and the preferred stock. The underwriters gave one share of Class liB" 
common as a bonus with each five shares of preferred, which accounted for 
20,000 Class liB" shares. The remaining 100,000 Class liB" shares represent the 
consideration received by the underwriters as their commission in distributing 
the securities. 

The following outline indicates the disposition of the monies received by 
Simpson's, Limited, 1925, from the underwriters and others: -

RECEIPTS 

(of Simpson'. Limited (1925) upon winding up in 1929) 

1. Caah ...••..••...•........•....•..........•..••••.•••..••••••. $20,000,000 
From sale of $10,000,000 8 per cent 
1st Mortgage Bonds 

$10.000,000 61 per eent 
Preferred Shares 

120..000 Class B Shares 
tc JJlvestment Bankers. 

2. Deposit with National Trust against 
retirement of Simpson's Limited (1925) 
Collatera'i Trust Bonds not transferred 
to the new company ....................................... . 

3. Sale of 30,969 CI ... A Shar .. of 
Simpson's (1929) to employees at $50 ......................... . 

4. Interest on funds or deposit ................................. . 

1,963,192 

1,584,450 
30,752 

Total cash ••••..•••....•..••••....•.....••.•.•....•.•. $23,562,394 

In addition there were 120,000 shares of Class "A" stock less 30,969 as 
above-89,031 shares for distribution to the owners of Simpson's, Limited, 1925. 
These were distributed to the minority shareholders, that is, the owners of 29,677 
shares of the 100,000 common shares of the 1925 company. The majority stock
holders, that is, those who owned the remaining 70,323 shares, got $150.00 cash 
per share and retired from the business. 

DISBURSEMENTS OF THE $23,623,394 AND 89,031 SHARES 
CLASS "A" STOCK 

Prior ClattM-
Own bonds and preference shares redeemed-
Bonds ......................................................... . 
Premium ................................................... . 
Preference ................. .................................. . 
Premium ................................................... . 
Bonds of Robert Simpson Western Limited 
Retired ..................................................... . 
Premium ..................................................... . 
Dividend on Common Shares Simpson's Limited (1925) ......... . 
Incorporation and other expenses ............................. . 
Balance turned over to Simpson'. Limited (1929) ............. . 

$5.024.800 
200.992 

7,000.000 
350,000 

80.000 
2.400 

150.000 
149.089 
56,663 

$13,013,944 
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The difference between the receipts of $23,562,394 and the disbursements of 
$13,013,944, or $10,548,450, was available for holders of 100,000 common shares 
of Simpson's, 1925, plus 89,031 common "An of Simpson's, 1929. 

Of the 120,000 class A sbares received, as above, 30,969 shares were sold to 
employees at $50 per share. Thus there was left for distribution to the commOn 
shareholders of the 1925 company, an amount of $10,548,450 and 89,031 class A 
shares of the Simpson's Ltd., 1929. The majority shareholders, represented 
mainly by the Flavelle-Fudger-Cox interests, received the available cash, 
amounting to $150 per share. The minority shareholders, owning slightly less 
than 30 per cent of the capital of the 1925 company, divided the remaining 
class A shares, receiving 3 of such shares for each share of the 1925 company 
held. 

The investroent in the operating company's common shares were taken on 
the books of the 1929 company at $20,460,485.09, which value exceeded the book 
value of these shares before the first holding company was formed, by over 
$12,000,000. The excess of operating profits over dividends between 1925 and 
1929 accounted for $3,700,000, while two appraisals of the fixed assets, less 
underwriting expenses, etc., accounted for the balance---$8,400,OOO. 

The total amount of cash, therefore, paid to the former shareholders of the 
operating company and to others who in the meantime had become shareholders 
but who retired with the majority interests in 1929, was:-

1925 ..........................•.............•......................•.....••. S 5.025.000 
. .1929 ..........••....•.........•.........•....•.••••••....•••..••.....•.•.... S10. 5<8. 4liO 

The following table shows the changes in capital structure:
TABLE 21.-TlIE SIMPSON COMPANIES CAPITAL STRUCTlJRE 

At the 4th February. 
1925 

After the 
Before the formation 0 - reo""';"" Simpson's 

tion Ltd. (1925) 
0 

S S 
Bonds. Mortgages and Preference Shares of operating companies in 

1he hands of the pUblic ...................•...•.....•.......... 6.900.224 5,900.224: 
Common Stock of The Robert Simpson Company Ltd •...•...•... 3.360.000 "5;600;000' Bonds of Simpson's Ltd .. _ ..........................••........•.. ......•.•... 
Capita1stock of Simpson's Ltd. Preference Shares ..••.••....•...•. ............ . . ;;; 372; 737' Common Shares ................•....•..............•...•....••.. ........... . 

Common Shares Class "A" and Class "B" Shares .••...•....•. ",:805:887' ............ Ba1ance 01 Profit and Loss AecoUDt.. ............................. . ........... 
14.056.1l1 16.872.961 

At3rd 
January 

193' 

S 

4.725.223 

10,233.500 
11.250.000 

5.061.314 

32.045.856 

The table above shows that the total capitalization increased from 
514,000,000 just before the 1925 refinancing, to over $32,000,000 in 1934. Of 
course the properties also increased over this period and when the 1925 company 
was organized an appraisal was made which showed an increase in the fixed 
assets of $6,040,000. Of this some $2,800,000 was taken into the accounts. In 
1929, by the same process, the book value of the ~ets was increased by. 
approximately 56,000,000. 

It will be seen from this that the process of refinancing here was accom
panied by the usual and almost inevitable process of writing-up assets in order 
to cover the nominal value of the securities issued. In essence this process 
represents one of over-capitalization or stock watering, meaning by this that 
amounts of securities are sold in excess of any reasonable value to be placed 
on the tangible assets of the company. When appraisal values exceed sound 
values, the only justification for increasing capitalization is greater earnings. 
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If the earnings of the future are sufficient to hold up the capitalization incurred, 
then the transaction will be regarded by the business world as one wbich has 
justified itself; if, however, the earnings of the future are insufficient to justify 
the capital, then the time comes when the capital structure must be revised, 
and the unfortunate purchasers of securities must suffer loss. 

So far as the earnings situation of the Simpson Companies is concerned, 
it is doubtful if that situation justified such a capitalization. The following 
table shows the earnings situation and, encouraging as it was, it seems difficult 
to believe that such an optimistic capitalization was justified: 

TABLE 22.-'l'HE SIMPSON COMPANIES EARNINGS OJ' 1924-1933. 

(In thousanda 01 dollars) 

EIIJ"Irlngs 

After Depreciation • 

Amount 01 
Before Depreciation .. provided by the 

Number 
Company ... 

Year 01 invested Per cent Per cent 
Weeks capital to net to ... 

Amount invested Amount invested 
C&£ital. 

inc uc:ling 
stock 

capital 

bonuses 

1924 .......................... 63 S14.056 12.M2 1S·1 12.020 14·4 
1926 .......................... 52 14.580 2,568 17·6 2.026 13·9 
1926 .......................... 52 16.262 3.169 2O'S 2.692 17·0 
1927 .......................... 62 16.147 3.425 21·2 2.862 17·7 
1928 .......................... 52 20.906 8.622 17·3 3.048 14·6 
1929 .......................... 62 21.826 3.422 16·7 2.663 12·2 
1930 .......................... 52 24.507 3.278 13·4 2,501 10·2 
1931 .......................... 63 23.964 2,231 9·3 1.605 6·7 
1932 ................ : ......... 48 23.467 679 2·9 115- 0·6 
1933 .......................... 52 23.326 1.827 7·8 1.223 6·2 

• NOTB. Deprectat.ion was not proVIded by the Company ror the year 1932. The profita shown 
1114,660. are after deducting 1564,618. for depreciation. which is the amount provided during 1932 bllt 
reversed at the year's end. 

This table shows clearly the way in which the percentage return on invested 
capital was reduced by the depression. It might be pointed out that the peak. 
percentage return was actually in 1927, although the greatest absolute return 
was in 1928. 

The table below gives the earnings record of Simpson's Limited: 

Year 

1926 ............... 
1926 ............... 
1927 ............... 
1928 ............... 
1929 ............... 
1980 ............... 
1931 ............... 
1932 ............... 
1938 ............... 

=r Deficit. 

TABLE 23.-EARNINGS OF SIMPSON'S LIMITED 

(in tho .... d. 01 dollars) 

Prior 
Enrninga C=OI Amount Balance 

No aftsr Subsi iary Available BoDd Available 
01 Depreo-- Compaoies for bond In..,..t lor 

Week. muon .. d ..... interest dividend 

52 2.026 840 1,185 308 877 
02 2.592 813 1.779 3M 1.426 
52 2.862 883 1.979 847 1.632 
62 3.948 894 2,154 337 1,817 
02 2.663 873 1.785 484 1.301 
53 2. SOl 517 1.984 639 1.345 
63 1.605 323 1,282 6S2 620 
48 115 267 152% 639 741% 
52 1.223 397 826 S26 201 

PteI. 
SIweII 

---
140 
669 
671 
743 --
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This table would appear to indicate that, until 1929, the bond income was 
fairly secure, but that the added bonds resulting from the refinancing, were 
placed in a less satisfactory position. Even so, the eamings of 1930 appear 
to have given the bonds a reasonably secure position until the depression 
reduced earnings so drastically. The position of the new preferred stock was 
less satisfactory and even in 1929 and 1930 the earnings were equivalent to 
only twice the preferred dividends. A preferred stock in such a position could 
not at best be regarded as better than a " business man's risk" and should not 
have been sold indiscriminately to all classes. 

Another important aspect of the recapitalization of Simpson's Limited, 
lies in the transactions concerning rentals which took place in 1929 and subse
quent years. As long as the holding company continued to own common shares 
of the operating company, then the holders of the bonds and preferred stock 
of the operating company had a claim on ita earnings, which ranked prior to 
that of the holders of any class of securities of the holding company. Refer
ence has already been made to the funds raised for building extensions by 
the holding company and in 1929, the holding company purchased from the 
operating companies certain of their lands and buildings and thereafter made 
annual rental charges against the operating companies for the use of the proper
ties. This meant that the holding company was assured of a revenue with 
which to meet its bond interest and BUch revenue had to be provided by the 
operating company in priority at least to dividends on its own preference 
shares. If such a purchase 'had been made at a reasonable price and the money 
paid over, little objection could be taken, but the holding company did not 
pay for the buildings taken over but owed thereon, as late as 19341 over 
$5,500,000. Without inquiring into the propriety of the purchase pnce, it 
might be argued that if the unpaid balance should be well secured and a 
reasonable rate of interest paid thereon, there would be ·no hardship on any 
class of investor. In fact, however, no interest was paid so that not only were 
the shareholders of the operating company deprived of earnings on over 
$5,000,000 of their assets, but annual payments to both the bondholders and 
preferred shareholders were in effect subordinated to the rental charge paid 
to the holding company . 

To reduce the position to its simplest form, it might be fairly said that 
these rental arrangements were a device to advance the interests of the investor 
in the holding company to the detriment of the senior security holders of the 
operating company. 

A final consideration is the cost of the various financial operations. A 
collateral trust bond issue of $5,600,000 sold in 1925, brought into the company 
$5,025,000; a balance of $515,000 going to the underwriter. The commissions 
and expenses of the preference shares issued by the 1925 company, totalled 
$292,190 and were paid by the operating company. The bonuses paid on the 
retirement of the securities of the 1925 company totalled S550,992. The book 
value assigned to the securities of the 1929 company BOld to the underwriters 
for $20,000,000, amounted to $21,461,314. The following summary therefore 
represents costs in connection with refinancing operations written into the new 
capital structure:-

17111-28 

$ 575,000 
292,190 
550,992 

1,461,314 

$2,879,496 



354 ROYAL COMMISSION ON PRICE SPREADS 

The following inferences and conclusions may be drawn from the above 
facts:-

(1) That the majority interests of the operating Simpson Company, after 
receiving dividends for over 20 years, some of the time at a very high 
rate, received more than $15,000,000; over $6,700,000 of which repre
sented a profit over and above the value of their equity as shown by the 
books. 

(2) This was made possible by selling to the public bonds and preferred 
stocks, which added fixed charges in the neighbourhood of $1,000,000 
annually. 

(3) Through purchasing the fixed assets of the operating company for an 
open debt, upon which interest was not charged, the holding company's 
bondholders secured by rental charges, payment of their interest in 
priority to the senior shareholders of the operating company. 

(4) The majority shareholders withdrew from the husiness when earnings 
values were at their peaks; consequently the public buying these 
securities, bought them at these peaks. 

(5) The difficulties of such large capitalization were demonstrated in the 
following years, when dividends on the holding company's preference 
shares were not paid after February, 1932; nothing has been paid on the 
Class A shares since 1931 and nothing has ever been paid on the 
Class B shares. 

(6) The remuneration of the investment dealer floating the 1929 issue, 
appears seriously out of proportion. In this case, 100,000 Class B shares 
(120,000 issued less 20,000 given as bonus with preference shares) were 
netted by the underwriting company and whatever the market value 
may he, they represent over $1,200,000 in the company's capital account. 
This return seems out of all proportion to the social significance of 
their action, which indeed, might be argued had little social merit what-
ever. 

(B) BURNS & COMPANY LIMITED, CALGARY 

Burns and Company Limited, was incorporated in 1928 under the laws of 
the Dominion of Canada, for the purpose of acquiring as a going concern the 
business founded by Mr. Pat. Burns in Calgary, Alta., in 1890. The latter 
business had a long record of successful operation, and had an unusual prestige 
in the Canadian West. 

It was stated in the evidence given before the Commission that the reason for 
the organization of a new Company was that Mr. Burns wished to retire from 
active management, though why this could not be done without increasing the 
capitalization of the company, does not appear evident. In any case, protracted 
negotiations were carried on with the Dominion Securities Company, which had 
been associated with the Burns Company since 1908. As a result of the dis
cussions, the Canadian Appraisal Company was instructed to make an appraisal 
of the properties of the Pat. Burns Company, on the basis of replacement value 
new. 

One of the conditions of the agreement between Mr. Bums and the Dominion 
Securities Company was that certain specific assets of the old company were to 
be purchased by Mr. Burns at their book value; it was further agreed tbat this 
money was to be paid into the old company before the transfer to the new com
pany occurred and that these assets were not to be included in the appraisal. 

The assets taken out of the company by Mr Burns had a book value of 
$4,038,837. This left fixed assets of approximately $5,984,856, which were 
appraised by the Canadian Appraisal Company at a net amount of $10,845,000, 
that is $11,075,374 less a purchase money mortgage of $220,910. The net amount 
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of the write-up was approximately $4,860,000, against which was set up a 
depreciation reserve of $1,700,000, making net fixed assets of $9,145,000, which 
represented a net increase of approximately 53 per cent. These new values 

. were based on an appraisal made by this Appraisal Company, which had been 
instructed 8S to the basis of the appraisal. The facts were that unless the 
appraisal of the company's fixed assets at replacement value now amounted to 
at least $10,500,000, there would be no deal. The following excerpt from the 
Committee Evidence (p. 2560) shows this clearly:-

Q. You said you told them to give it at replacement newY-A. Yes. 
Mr. LASH: The agreement with Mr. Burns was that unless Canadian 

Appraisal Company showed an appraisal of the company's assets at 
replacement value new, of at least $10,500,000, there was no deal. Their 
appraisal, when it came through, was $10,800,000. 

The appraisal of the assets on this basis of replacement value new, excites 
interest because this is a somewhat uncommon basis for the valuation of industrial 
property. The fact that the Dominion Securities Corporation gave instructions 
for the appraisal to be on this basis; that no mention of the old valuation 
of the fixed assets was made in their prospectus covering the offer of these 
securities, and that their representative who was examined before us could attest 
no other instance in which his concern had conducted financial operations 
by this method, appears to indicate that the valuation of the assets was of an 
arbitrary nature, devised to suit their immediate needs in effecting a satis
factory agreement with Mr. Burns. Certainly these facts weaken the state
ment of the representative of the Dominion Securities Corporation before the 
Commission that replacement value new was considered .. as giving the fairest 
test of the value of the property." 

The equity of Mr. Burns, that is the value of his holdings of COmmon stock, 
was computed in the following manner:-

Replacement value new of company's fixed assets, net ......... . ,10,845,464 
Net liquid assets ................................... '. . .... . . . .. 4,.366,339 
Other investments .................... " . . . . . . . . . . . . • . . . . . . . . . . 586.268 
Assets taken by Mr. Burna at their book value .....•.......... 4,038,837 

Less: Bond. outstandinsoo 00$3,078,500 
Preferred outstanding, ... 3,906,200 

,19,836,908 

" 6,984,700 

Net worth of Common Stock .................................. . ,12,852,208 
• 

It was finally agreed that Mr. Burns should receive $9,671,000 for this 
equity; this figure represented a discount of sa,181,ooO, but it should be remem
bered the fixed assets had been written up by nearly 55,000,000, so that he was 
still receiving an amount in excess of the original book value of the assets. Thus 
the change in the ownership of the company resulted in a reduction in the net 
book values of the liabilities and assets of the old company, by an amount equal 
to that which was withdrawn by Mr. Burns; and the increase ip. the total funded 
debt and capital investm~nt was nearly S4OO,OOO. The changes effected by this 
refinancing can be seen in the following table. 
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TABLE 24.-COMPARISON OF ASSETS AND CAPITAL STRUCTURES OF P.llURNS CO. 
LTD., BEFORE AND AFTER REFINANCING--1928. 

Total 
Net l!eosve Boo<! 

D ... FlIed Liquid '0' Banda Pnf.,.nd Commou Bond P .... ""'" In ....... 

"""'" ...... Deprecia-- Stock Stook Interest. Divid~ ood 
Oioo ends Pnf""'" 

Div'de. 

I I I I I I I I I 

AaaiDeoem.bar31,l927. ',865.171 ".368.33 It 3,177,7&7 3,078,600 B,Q06,JOO 5,000.000 200,102 278,f34 473,63 • 
lmmediate1T alter 

RefiDaDciDo 1928 ..... 10,854:,464 U93.00 I ........ 7,000,000 "'00.'" "".897 ... .... ....... '''. 000 

This table shows clearly the changes which the reorganization made in the 
position of the Bums Company. These changes were in general unfavourable, 
but their specific implications will be discussed later. 

The new issues of bonds and preferred stock were purchased by the Dominion 
Securities Corporation at a common price of 92'8, and from the resulting sum of 
$12,899,000, Mr. Bums was .paid, pursuant to the purchase agreement, a net 
amount of $5,632,164. The outstanding securities of the old company, amounting 
to $6,984,700, were redeemed. Presumably the difference between the purchase 
price of the securities and the selling price, which was 100 for the preferred stock 
and 99·50 for the bonds, represented the investment dealer's profit. This, 
however, does not reveal the whole story, because in addition to this commission 
for the sale of securities, the Dominion Securities Corporation also received 
all of the common stock, as consideration for its "services" in the refinancing. 

Looking at the facts from a different view, the sale of these securities to the 
company meant a discount from par of $1,000,000, which represented a cost 
to the company. Since the company had enjoyed a relatively strong position 
with the investing public, those securities were sold easily. Accordingly, a dis
count of such an amount seems to be much larger than the risks involved would 
dictate. Certainly, a smaller discount would have amply rewarded the invest
ment dealer and would have improved the working capital position of the 
enterprise by a substantial sum. 

A somewhat surprising feature of the new capital set-up was the fact that 
the depreciation reserve was arbitrarily set at a figure of $1,700,000, whereas 
in the old company it appeared on the books all $3,177,767, although this pre
sumably included amounta set against certain property which was taken over by 
Mr. Burns at a price. In other words, the assets were first appraised at their 
replacement value in the inflation period of the business cycle and against this 
high valuation there was set up a depreciation reserve much smaller than in the 
original company, whereas it should have been much higher. As the asset values 
were written up, the depreciation should have been written up also. 

We may now tum to an examination of the earnings situation and history 
of the company. "In the prospectus issued at the time, (on which the auditor's 
name was not shown nor a certified statement attached) , the following statement 
appeared regarding earnings:-

Earnings of P. Burns and Company Limited, certified,by its auditors 
as based on the assets acquired by the new company, available for bond 
interest, depreciation and profit taxes, after giving effect to the present 
finance, were 88 follows: 
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Average annual earnings for the four years and Ii:!: 
months ending December 31, 1927 .•.....•.•.........•••.••• , 991,,588 

Earnings for the year ending 1 
December 31, 1927 ......................... 0 ••••••••••••••• $1,066,,6 8 

Interest requirements on the ~ First Mortgage Bonds 
presently to be outstanding ....•......................•.... $ 385,000 
Available for preferred dividends and depreciation after federal income 

taxes: 
Average annual earnings for the four years and six montha 

ending December 31, 1927 .................................. $ 676,043 
Earnings for the year ending December 31, 1927 ................ $ 646,660 
Total dividend requirements on present issue ..................•. $ 414.,000 
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It will be noted that these figures were "before depreciation"; under any 
conservative system of accounting, depreciation is always one of the earliest 
deductions from operating profits, and if these figures were corrected for a 
depreciation charge of, say, $300,000, they would look altogether different. It 
is generally regarded that a safe bond must have a margin, after its interest 
is paid, of twice the interest charge; it is obvious that the Burns bonds could not 
meet such a test. The position of the preferred stock is even worse, for when 
the 1927 earnings reported in the prospectus are corrected for depreciation, the 
preferred dividend is hardly covered. A statement appeared, it is true, in the 
advertising material that it was expected certain economies would be put into 
effect which would materially increase the earnings. This type of statement, 
however, is such a matter of course that any prospectus not having it would 
become suspect at once. 

One can hardly escape the conclusion that the Dominion Securities Com
pany was exceedingly culpable in this flotation. Indeed, this case is a very 
flagrant one; so much so that it becomes nearly fraudulent. 

The earnings statistics of the new company from 1928 to 1933 will prove 
enlightening. 

TABLE 25.-EARNINGB SrATISTICS OF THE P. BURNS COMPANY, 1928·1933. 

Berore Alter 
Depreei&- Alter bank - tion Depreoia- interest, Bond Balance Preferred Balance 

bond tion ...... interestl Dividends 
interest. etc. 

etc. 

I I I I I I I 

1928 ........... 1,(09.612 1.135.253 971.253 375.040 + 596.253 343.295 + 252.958 
1929 ........... 1.447.007 1.165.672 861.454 375.000 + 489.454 416.250 + 73.204 
1930 ........... 687.531 420,000· 119.000 384.360 - 265.360 312.531 - 47.171 
1931 .......... . 299.288 2.070 - 130.559 375.978 - 506.537 ............ ............ 
1932 ........... 46.698 - 243.661 - 327.043 374.049 - 701.096 ............ ............ 
1933 ........... 474,035 203.600 160.809 372.578 - 211.769 ............ ............ 

lAs no depreciation WB8 charged in this year, the net figure is aD estimate arrived at by deduoting the 
amount of depreciation charged in the previous year. . 

'Not given separately in the income statements and 80 estimated. 

It can be seen from this table that on an income basis the bonds were never 
too secure, and that the position of the preferred stock was precarious from the 
beginning. Even in the year 1928-the best year-a reduction of 18 per cent of 
total net income would have made earnings insufficient to cover the preferred 
dividends. And this, it may be remembered, is with inadequate depreciation 
charges. With proper depreciation charges the situation would be much worse. 

Possibly even investment dealers may be forgiven for not seeing the extent 
of the depression, but the above facts make it clear that any moderately intel
ligent business man could see that a very slight recession in business would put 
the P. Burns 00. into difficulties. A depression was not needed. This point is 
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of peculiar significance for a unit in the packing industry, which typically 
obtains its profit from a large volume of business with a relatively small mark
up. Accordingly a IIhrinking in the volume of business would affect this com
pany in its most vulnerable point. Only a Mr. Micawber could regard the 
position of the Burns Company with equanimity, even in 1928. 

With the ending of the inflation period in which the new organization took 
place, earnings filII far short of those which were stated to be expected. It is 
true, of course, that earnings of all companies, combination and single firms 
alike, fell during this period. The point is, however, that in connection with the 
capitalization of mergers and new incorporations generally in a boom period, 
no cognizance is taken of the depression which inevitably must follow such a 
period of expansion and inflation. The disregard of this economic fact is 
frequently made many times worse by the nature of the new capitalization. 
It was so in the case of Burns and Company Limited as will be seen from what 
follows. 

The capitalization of old and new companies was as follows:
Old Compan.Y 

'" Bond •..•... ,3,078,500 
Pref. Stock.,3,906,200 

Common .... ,5,000,000 

61 % 1st Mortgage 

.s: Outstanding at time of reorganization. 
xx IB8ued capital. 

New Company 

""" '7,000,000 51% lsi Mortgage 
$0,900,000 6% Preference 

3 Management 
Pref. (N.P.V.) 

99,997 Common (N.P.V.) 

Senior securities increased from $6,984,700 to $13,900,000. Fixed interest 
charges increased from $200,103 to $385,00.0 per year, or nearly double; pre
ferred stock dividend obligations increased from $273,434 to 1414,000; The 
meaning of this is simply that when the inevitable sequence of depression after 
boom ooours,' the concern incorporated at the inflated values of the boom 
period has not only to face the falling demand and prices of the depression 
period, but it has to face them under severe handicaps. It has to face also the 
heavy fixed and prior charges due to 'the creation of large amounts of senior 
securities, of which Tarely a doBar of the proceeds was ever invested in the 
company. The presence of such additional burdens has meant, in many cases, 
reorganization or even liquidation. 

The new Burns Company encountered such diffieulties that preferred divi
dends were discontinued after September 30, 1931; then bond interest and sink
ing fund payments were postponed during 1932 and 1933, and finally the fin
ancial structure had to be reorganized. At the end of 1933, the deficit was 
$1,1.09,826.97. It is significant that the additional payments of interest and 
preference dividends which were made during the years 1928 to 1931 inclusive 
due to 'the higher capitalization amounted to $1,127,000 or more than the amount 
of the deficit. 

Why was such a high capital set-up created? There is, of course, no direct 
answer from the parties concerned, but the evidence indicates clearly that it was 
capitalized at about the highest figure for which securities could be sold. It 
is obvious, however, that a successful going concern in the peak of a prosperity 
period cannot be purchased except at a high figure. Pmbably the only way to 
raise the funds to meet the high valuation set on the concern is by selling issues 
to the public affected by boom psychology. In this case also the old bonds and 
preference stock were retired at a premium. Profits for the issuing company, 
in this ~ase D()minion Securities Corporation, must also be included. These 
various items together required a large capitalization to swing the reorganiza
tion. 
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What of the final outcome? Since bond interest could not be paid in 1932 
and 1933, another financial reorganization was made in 1934. The fonowing 
statements indicate the results before and after:-

TABLE 26.-CONDENSED BALANCE SHEETS OF BURNS " CO., LTD., AS AT 
DECEMBEE 31, 1933, AND JANUARY I, 193'. 

Balan .. Sheet 
a .. t 

December 31, 
1933 

Proposed re
vision to take 

effect 88 at 
January 1.1934. 

Current asseta................... .......... .......................... . 13.103.282 13,103,282 
Mortgages and agreements for sale receivable.......................... 5.169 5.169 

~~~==::::::::::::::::::::::::::::::::::::::::::::::::::::: 138.4~ 138.f~ 
Investmenta in subsidiary oompaniee................ .........••....•.. 1.748,515 983,446 
Other investments......... ... ... ............ . . .... . .. .. .... . ......... 460,506 314.308 
FiJ:edassets.......................................................... 11,728.588 11.728.588 

�----~~·I---~~ 
$17.184.639 $16.273.372 

Current liabilities ............................................. ,....... 11,097.258 11,097,258 

Wi~~::!e~~~~.~~~.~~:::::::::::::::::::::::::::::::::::::: 6.~~;:~ 6.g;:~ 
Interest unpa.id Dee. I, IOSl-Dec. 1. 1933............................. 774.457 ....... , .. . 

g:h~~:V<!:~~~~~:::::::::::::::::::::::::::::::::::::::::::.. 2.~::~ 5'o:l:m 
Reserve for contingencies........................ ........ .............. ...... .. ..... 536.029 
Capital srock........................................................ 7.023.600 2,724.300 
Deficit................................................... ............ 1,109.826 ............... . 

'17,184.639 $16.273.372 
I 

TABLE 27.-BTATEMENT SHOWING DISTRIBUTION OF AMOUNrS BY WHICH 
CAPITAL STOCK OF BURNS" CO., LTD. IS REDUCED UNDER SCHEME 

FOR REORGANIZATION. 

Reduction in Book Value of: 

Investments in subsidiary companies.................................. ................ S 765,068 

~f::~~ti~:~d~~~it·.~::::::::::::::::::::::::::::::::::::::::: :::::: ...... i;ioo;S26' ......... ~~:~~ 
Leu: Bond Interest cancelled......................................... 774.457 335,369 

Increase in reserve for depreciation................... .•............... •............... 2,516,634 
Reserve for contingencies .............................................................. 1 ______ 53_6:..:.~02:..:9 

Reduction in stated value of capit.aiatock.................. ..... ...... ................ $4.299,300 

Salient features of the reorganization are as follows:--
Bondholders: Accrued interest (bond) amounting to $774,457.30 was can

celled. 
For each $1,000 of old 5t per cent bonds, due 1948, there was given: 

(1) One 5500 first mortgage bond due 1958, bearing interest at the 
following rates: 

1934 .. 
1935 .. 
1936 .. 

2 per cent 
3t per cent 
5 per cent to maturity 
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(2) One 1500 first mortgage income. bond due 1958. Interest at the 
rate of 5 per cent non-cumulative, if earned, payable out of 
income only on April 1, in the year following that in which 
income was earned. Interest becomes a fixed charge on J anus.ry 
1, 1939. -

(3) Five shares of new Class "A" stock. 

Preference Shareholders: For each old preference share was given one and 
one-half shares of new Class "B" common stock. 

Common Shareholders: For each twenty old common shares was given 
one new Class "B" common stock. 

As a result of this reorganization, bondholders were called on to make 
serious sacrifices in interest, and half of their holdings were converted into a 
less desirable type of bond. They were given in addition, however, five shares 
of Class "A" preference stock, which has a preference as to dividends to the 
extent of $1, but is non-cumulative. The shares also have a preference as to 
assets to the extent of $20 and carry the privilege of voting. 

Preference shareholders had to accept a junior security in place of a senior 
position since they were given one and one-half shares of new Cla88 "B" com
mon for each of the old shares of 6 p.er cent preference. They will receive 
a dividend <tn their investment only when the company has sufficient earnings 
to cover not only depreciation, federal taxes, bond interest and preference 
dividends of one dollar but when a balance is available over all these, sufficient 
to warrant a payment on common stock. 

Common shareholders had their stock diminished in the proportion of 
twenty to one. It is not known bow much of the common stock was in the 
hands of the public. A bonus of common was given with the preference shares 
of the 1928 company. It appears, however, that Dominion Securities Corpora
tion held sixty per cent, evidently as part of the consideration for reorganizing 
the company in 1928. When, however, the corporation got into financial 
difficulties, this stock was returned to the company which sold it to Mr. Burns 
who was assisting the company by pU4"Chasing an additional block of common 
stock. 

In summary, it may he said that the result of the reorganization was that 
the bondholders lost considerable interest and had to accept less desirable 
securities in part, but received some compensation by hecoming the holders of 
all the new preferred shares which had some priority as to dividends. Former 
preference shareholders became mere common stockholders and lost their posi
tion as prior claiman·ts. In 1928 they paid $100 per share for their preference 
stocks. Current quotations for the class "B" common they now hold are f2 to 
$3 per share. Common stockholders had their shares reduced on the basis of 
twenty to one. The capital valuation of common and preference stock was 
reduced from $7,023,600, to $2,724,300 or by $4,299,300. 

This squeezing out of excess capitalization represents 8 drastic reorganiza
tion to put the financial structure on a reasonable basis, or just about where 
it was hefore the investment dealers recn-ganized it. The main outcome of the 
refinancing of this company was that the investment dealers had securities to 
sell, the original owner sold out at a good price, and the public paid the bill. 
,All in all this is one of the most doubtful cases of the recent period; it provides 
a sad commentary on the social and economic contribution to the development 
of this country, provided by certain types of promotions. 
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(C). CANADIAN CANNERS LIMITED 

The financial story of Canadian Canners Limited and its predecessors, which 
was dealt with in evidence at some length, illustrates several other features which 
should be commented Upl>n. 

In the main, it is a story of the acquisition of numerous plants; the transfer 
of assets from one corporate entity to another at enhanced values; the develop
ment of a corpcrate undertaking of dominant proportions with none of its capital 
issued for cash (although many other forms of consideration were received) ; and 
the securing of control of the company 'by a promotional group. Its history, 
involving three successive major companies, is briefly as follows: 

The first company was formed in 1903 when the assets of some thirty 
independent canning and preserving companies were acquired. Payment was 
made to the former owners by issuing $1,700,000 of preferred and common 
shares. The individual vendors appear to have received preferred shares up to 
the full value of the plants sold, as determined by them, while the common 
shares, totalling $832,800, were received by them as a bonus. 

A second company formed in 1910 took over the assets of the former 
company, paying for them by the issue of its preferred and common shares and 
mortgage bonds. This operation resulted in an increase in the value of the fixed 
assets by nearly $1,500,000, and in the issue of a like amount of additional 
capital stock and bonds. 

The next important change occurred in 1923 when the present Canadian 
Canners Limited was formed to take over the business of the second (1910) 
company. Before selling, however, the latter had an appraisal and increased its 
nominal asset values again. The new company issued its capital stock and 
mortgage bonds in payment of the assets acquired, and paid not only the 
appraised stock value but, in addihion, a bonus of 25 per cent of such value. 
The new capital stock and bonds thus issued exceeded by $2,950,000 the value 
at which the assets had stood on the books of the predecessor company. 

At the same time thirty-five independent plants were purchased, payment 
being made on the basis of appraised values plus bonuses, by issuing preferred 
stock to the vendors for that appraised value and a 25 per cent bonus in common 
stock. The stock issued in respect of such bonuses amounted to nearly $500,000. 

These are the main steps in the Company's history. Many other changes 
took place involving the acquisition, operation and disposal of various inde
pendent enterprises. In one instance, assets taken on the books at values in 
excess of their cost to the company, resulted in an addition to "investment and 
contingent reserve" of $268,000. . 

Information is not available as to tbe excess of appraised values over 
original cost to the vendor companies. It is clear, however, that of the 
$14,000,000 capital stock and bonds at present outstanding, at least $6,000,000 
represents intangible values, appraasal fees, increases in the value of the fixed 
assets, and bonuses paid over and above the appraised value of assets acquired. 

The following is a summary of the more important write-ups, all representing 
the issue of " fully paid" shares of mortgage bonds:-

tOOa-Issued as bonus on formation of original compan:y .•...•.... , 832,800 
19lo-Valuation placed on "goodwill" on sa.le of assets to 

second company ............•........•...................• 429,876 
19lo-Purchase of varioUl options on the controlling interest in 

the first company, added to value of real eatate and 
"goodwin" account ....................................... 1,323,100 
(plus cash ,26.000.) 

1923-Increase in value of assets on reorganization .............. 2,950,000 
1923-Bonus paid over and above a.ppraised value of assets acquired 

from independents (no information 88 to cost to vendon 
of ouch au.ta) ••••••••• '" .• •••••••.. ................... 485.818 

'6.021.991 
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This is of necessity only a partial picture of the difference between present 
book values and original cost of the assets acquired. The $14,000,000 " invested 
capital" represents, in addition to the above write-ups and bonuses, an unascer
tained amount by which prices paid to vendors exceeded the original cost of the 
assets acquired. 

In the final analysis, however, the earning power of the assets acquired must 
be taken into account in judging whether the capital was issued for adequate 
consideration. The fact that the purchase of a plant yields a profit to the vendor 
is not in itself evidence that the price paid is too great. The following table 
shows the earnings situation of Canadian Canners Limited from the incorpora
tion of the present company to date, and it will be seen that in only one year 
did the company succeed in earning as much as 5 per cent of the net book 
capital. 

TABLE 28.-EARNINGB OJ!' CANADIAN CANNERS, LWrrED, 1923·1934 

(TB01lSAm18 OJ' Do ....... ) 

Number Amount of Earnin alter 
You of Net Book BODd rnterest Dividende 

1923 ...•...•••..••••••.••••••••••••••••...•••.. 
1924 .......•....................••............. 
1926 .•.•...•••.••.••........••.•.••••.••...•..•. 
1926 .........•..................•....•......... 
1927 .......................................... . 
1928 ...................•........•...........•.. 
1930 .......................................... . 
1931 .......................................... . 
1932 ..............••....•....•..•.............. 
1933 ................•........•.....•.........•• 
111M •.•••••••••.•..•..••••••••••••.••••.•.•••••• 

Months Capital 

12 
12 
12 
12 
12 
12 
14 
I. 
12 
12 
12 

, 
11,478 
11,842 
12,392 
12,836 
12,971 
13,082 
14,573 
14.449 

• 12 534 
11:788 
11,788 

-Adjusted for the BUm of 11,200,006-900 comment below. 
tDoes not include profit in sale of eao. plant, 11,079,212. 
Los,. 

and Depreciation Paid , % , 
350 3.1 
460 3.8 
480 3.9 296 
539 4.2 365 
577 4.4 442 
600 4.6 492 

t 1,248 7.3 634 
620 4.3 738 

• l,SOS • 10.~ 612 
304 2.6 451 
342 2.9 342 

The earnings shown above for the period, average less than three per cent 
on the net book capital. If the capital be reduced, however, by the amount of 
the write-ups previously referred to, and the remaining balance be considered 
the real capital, the annual earnings would be equivalent to nearly six and one
half per cent; not a high rate for a successful company. 

Having regard to the position in the industry occupied by this Company, 
the average return on capital appears far less than might reasonably be 
expected. In view, therefore, of the methods followed in valuing and revaluing 
the fixed assets, we are led to the conclusion that such an optimistic capitaliza
tion was entirely unjustified. 

There is however a further and even more important aspect to tbe evidence 
on this company, concerning the part played by the management group, and its 
dealings with the public. As has already been pointed out, this Company at no 
time sold its shares to the public. In fact not one share was ever issued for a 
cash consideration. 

The shares, however, issued as described in tbe foregoing, are widely held 
by the public and are regularly traded in on the stock exchange. The largest 
registered shareholder on 15th June, 1934, was the firm of Avern Pardoe and 
Company, the stock-broking firm of the President of Canadian Canners Limited. 
Many of these shares would, in the ordinary course, be held for clients. The 
control of the Company is exercised by a group of directors whose combined 
registered holdings aggregate less than 20 per cent of the outstanding capital. 
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The presence in security markets of the Company's president, with a large 
number of shares registered in the name of his stock-broking firm, throws a 
sinister light on the evidence regarding a misstatement of the Company's profits 
and assets in reporting to shareholders as at 29th February, 1932. 

In reporting on the company's financial statements our investigators referred 
to unusual methods adopted in the valuation of inventories at February 29, 1932. 
At this date the usual basis of valuation was abandoned and stocks of merchand
ise were valued for balance sheet purposes at list price. The abandonment of 
the former basis of valuation, which incidentally was resumed in the following 
year, resulted in an increase in the shown value of the inventories of over 
$1,200,000. 

Had the inventory values not been so inflated, the company would have 
shown, instead of an operating profit of over $500,000, an actual operating loss 
of approximately $700,000, and a loss after all charges, except dividends in 
excess of 11,250,000. In addition, dividends of $612,053 were paid during this 
period. In the following year the amount of 11,200,000 was transferred from 
"investment and contingent reserve" to profit and loss account. It is significant 
that the Company's own auditors qualified their report to the shareholders in 
respect of the inventory valuation and other items. The directors in their report 
to shareholders made an oblique reference to the possibility of inventory shrink
age and asked their approval of a transfer of $1,200,000 from the reserve account 
to provide for "any non-recurring charge, such as foreign exchange, inventory 
revaluations and shrinkage in investments." 

Having regard to all these facts, we are led to the conclusion that the profits 
were deliberately misstated and that the directors' report failed entirely to 
apprise shareholders of the true facts. The financial statement in question, to 
say tne least, departs far from common principles of rectitude in company 
policy. This case appears, therefore, to combine not only the elements of 
unsound promotion, but is an illustration of faulty stewardship exercised by a 
board of directors largely influenced by promoter interests. 

There is one further point in connection with the financial history of this 
Company to which we wish to draw attention. Included amongst the assets of 
Canadian Canners Limitro is an item:-

Investment for account employees' stock participation at market, 
$208,107.58. 

This consists of 198 First Preference shares and 20,240 Second Preference shares 
of the Company's own stock, carried at approximately market value. For the 
purposes of this account, shares have been purchased in the open market from 
time to time by a subsidiary called, Walmer Securities Corporation Limited. 

From this fund, First Preference shares have been sold to employees on 
several occasions on an extended payment plan, Canadian Canners, Ltd., con
tributing part of the cost thereof. The above 198 shares represent the balance 
which has not been taken up by employees. The Second Preference shares have 
never been offered to employees. 

The Company's earnings for the year ended 28th of February, 1934, 
included an amount of $50,000, being the increase in market value of these 
securities. 

In view of the foregoing, the following questions suggest themselves:
(1) Is it legal for this Company t{) carry its own shares as an asset? 
(2) Is it not misleading to the Company's shareholders to report these 

shares on the Balance Sheet under the caption "Investment for account 
Employees' Stock Participation," without any further explanation? 

(3) Is it not misleading to present and prospective investors, to include in 
earnings an unrealized profit on its own shares and to pay same out in 
dividends? 

(4) What ultimate disposition is to be made of these shares? 
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SlIIPplementary to Cba.pter V 

FURTHER STATISTICS ON LABOUR AND WAGES 

TABLE 29.-SIZE OF ESTABLISHMENTS. SELECTED INDUSTRIES. 1931 

GJ'088 Value of Capital Wage-Earners 
Produeta 

No. of Per cent Per cent 
Industry Establish of total 01 total 

menta Average by utah- Average in estab- Average 
per liBhrnente per liahments per estab.-

eotabllilh· 01 .. tablish 01 liahment 
meut 1500.000 ment $6,000,000 

or more or more 

I 
Bread. and other bakery pro-

ducts .................... 2,912 22,000 
Furniture and uphoiatcrin, ... 372 73.000 
Clothing, factory. women B ••• 471 115.000 
Furnisb~ goods, men' •.•.... 167 126,000 
Clothing actory, men'a .....• 180 189.000 
Boots and shoes, leather ..... 184 199.000 
ALL MANUFACTURING. 1',&11 111,'" 

Flour and grist milla ......... S72 2IS.000 
Tobacco, cigan and ~ 

ettes ............ : ........ 105 723.000 
SlaUFbtering and meat pack· 

147 800.000 mg ..•••.••.••....•••.... 
Rubber goods, including: foot-

wear ..................... 48 1.098,000 

Source: Dominion Bureau of Statistics. 
(a) Not available. 

% I % 
25 19,000 29 8 

<a> 99.000 <0> 23 
24 47,000 13 29 
29 100.000 46 43 
39 120.000 35 46 
36 140.000 <a> 69 
H m .... <0> 11 

<a> 148.000 <a> 9 

96 478.000 95 70 

<a> 425.000 <a> 60 

95 1.405.000 96 216 

TABLE BO.-AVERAGE ANNUAL WAGES. SELECTED INDUSTRIES.IDS1 

Wages - Earners 

Indultry Number Percentage 
Total of Females Female to 

Total 

% 
Bread and other bakery produata .................... 15.941 2,186 14 
Furniture and uphollte~ ............. 0 •••••••••••• 0 8.719 242 4 
Clothi~, faotory, women .0 ••• 0 ••• 0 ••••• 0 ••••••••••• IS.634 10.072 74 
Furnishing goods, men'l ............................. 7.357 6.253 86 
Clothing. factory\ men's ........•..................•. 8.340 4,212 50 
Boots and sh06l. eather ............................. 12.784 4.923 39 
ALL MANUFACTURING ......................... 461,08 IH,17' :II 

Flour and "riat mill •............•......•......•....•. 3.314 121 5 
Tobacco, OJ.gal'l and cigarettea ..•..................• , 7.366 '.609 94 
Slau~htoring and meat paoking .....•................. 7.288 873 13 
Rub or aoode, including footwear .•.................. 10.365 3.024 39 

Source: Dominion Bureau of Statistics. 
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Per cent 
of total 

in eatab-
lish-

mente of 
200 or 
mom 

14 
<a> 
15 
31 
37 
<a> ., 
<a> 
84 

<a> 
89 

Average 
Annual 
Wage 

I 
1.000 

800 
824 
57' 
853 
794 
Ii? 

967 
597 

1,052 
820 
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NOTE ON THE NEEDLE TRADES 

The needle trades are characterized by instability caused by seasonal varia
tions in demand, intensified by the uncertainties of style changes, and further 
accentuated by the state of general disorganization produced by a large number 
of small establishments which,-continually being started, changing hands, fail
ing, and closing-prevent the establishment of any recognized standards of 
quality or price for the product, or of managerial efficiency, or of employment 
conditions. 

Instability in this industry is indicated by the following facts from the 
exhibit filed by Messrs. Scott and Cassidy. From 1926 to 1933 in Ontario, 
while the average number of manufacturers of men's clothing listed in Fraser's 
Textile Directory for the period, was 70, 60 new firms entered, and 60 old firms 
left the industry. In Quehec, an average of 143 firms was maintained by 139 
additions and 156 disappearances. Only about 53 per cent of the Ontario and 
56 per cent of the Quebec firms listed in 1926 survived to 1933. The same 
situation obtained for contractors, of whom, however, only about 24 per cent 
lasted during the seven years. 

Most modern industries use complicated and expensive machinery, require 
heavy capital investment, and operate in large-scale plants to turn out standard
ized products under a highly-skilled management. In them, concentration may 
give rise to problems of monopolistic or semi-monopolistic practices, but at 
least, except perhaps in time of severe depression, the evils of cut-throat com-
petition seldom develop. • 

But, in the needle trades, hand-sewing persists and machinery, if used at 
all, is limi ted to inexpensive sewing machines. One can enter the husiness on 
a small scale with very little capital investment and no previous managerial 
experience. This is particularly true in those hranches where the use of the 
" contractor JJ is common. 

There are two types of "manufacturers": The first operates an "inside 
shop," viz.: he huys the raw material, fabricates it in his own factory with his 
own employees, and sells the product either to jobbers or direct to retailers; 
the second bnys the material and cuts it, but has the making of the garments 
done by contractors at a fixed price per garment. 

There are four types of contractors:-
(1) The contre.ctor who operates on the premises of the manufacturer but 

engages his own employees and "makes" the garment for the manu
facturer at a contract price per garment. Sometimes the manufacturer 
owns the machines, sometimes, the contractor. 

(2) The independent contractor who maintains his own premises and solicits 
work from several manufacturers. 

(3) The controlled contract shop operating under a different name, gener
ally in a country district, but owned by a manufacturer, who often has 
several such shops located at different points. 

(4) The contractor who maintains no establishment at all but distributes 
work to be done by employees at home. Cont·ractors often have certain 
operations performed elsewhere by " sub-contractors," who may sublet 
the work again. There may, therefore, be several intermediaries 
between the actual worker and the manufacturer who sells the product 
to the retail trade. 

In addition to the census information of the Dominion Bureau of Statistics 
and the study of the industry made by Professors Scott and Cassidy, filed as 
Exhibit 17, we had reports from our auditors on 109 needle trade firml!--30 in 
Toronto, 56 in Montreal, 9 in smaller Quebec towns, and 14 in Winnipeg. Of 
these, not counting the factories of Eaton's and Simpson's, there were 3 jobbers, 
50 manufacturers, and 54 contractors; 73 in men's clothing and furnishings, 31 
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in women's clothing, and 3 miscellaneous. Our auditors, further, made a very 
comprehensive inquiry into the wages in the industry. This inquiry was made 
by the circulation of questionnaires to 858 companies. The questionnaire con
tained requests for information under 23 separate headings covering form of 
organization, operations and products, marketing methods, sales analysis, 
employment, wages, and operating results. Copies of actual pay-rolls and stan
dard pay-roll summaries for two periods, one in September, 1933, and the other 
in September, 1934, were requested. Satisfactory returns were obtained from 
453 firms located as follows:-

TABLE 31.-NEEDLE TRADES. LOCATION OF ESTABLISHMENTS ANSWERING COM. 
MISSION QUESTIONNAIRE 

Location 

• 

Maritime Provinces ........................................ . 
P .Q .• 8:1cluding Montreal.. ................................. . 
Montreal. .................................................. . 
Ont., tucluding Toronto .................................... . 
Toronto ................................................... . 
P~e Provincea. ezcluding WinDipeg ..................... '" 
WInnipeg .................................................. . 
B£ .......... ~ .......................................... . 

Totals ......................................... . 

Key: LMG-Ladies' and Mi8ees' Gannenta. 
MBF-Men's Fine and Boys' Clothing. 
MW-Men's Working Clothing. 
H-Ladies' Handbags. 

Source: Exhibit «0. 

Group 
LMG 

1 
2 

145 
9 

110 
1 
6 
5 

279 

Number of Factories 

Grow 
MB 

Group 
MW 

Group 
H 

4 
5 16 ······s· 55 20 
6 15 

10 17 5 
2 

1 10 
3 

77 87 10 

These same designations of the different indWJtries will be used in later tables. 

Total 

5 
23 

225 
30 

142 
3 

17 
8 

453 

Of these firms, 50 had all their manufacturing done by contractors and 70 
others reported some portion of their work contracted out. A list of 371 con
tractors was received, of whom 263 were in Montreal; 41, elsewhere in the province 
of Quebec; 61, in Toronto; 3, elsewhere in Ontario; and 3 elsewhere. 

Striking evidence of the inadequate employment records kept in the needle 
trades is found in the fact that records for all employees of hours worked, were 
available in only 203 of these firms in 1933 and 271 in 1934. A few additional 
firms kept records of the hours worked by particular groups of workers only, 
but in 1933, 226 of these firms had no record of hours at all. 

TABLE 32.-NEEDLE TRADES. NORMAL HOURS OF LABOUR 

(Number of companies operating specified rwrmal hours per week, by branch of industry). 

Number 01 Compaaiea 
Hours per week 

LGM MBF MW H Total 

3& hours and under ............................... . 2 .......... 1 . ......... 3 
5 3 6 .......... 14 

143 49 32 4 228 
107 13 31 5 156 

3 3 12 . ......... 18 
19 9 5 1 34 

36 to 40 hours .................................... . 
41 to 4S hours .... , ............. , .... ," .. , , ...... . 
46 to 50 boun. , ........ , , .................. , .... , , 
Over fiO boun .. , .... , ............ , ..... ' ......... . 
Not answered .............................. , ..... '1----1----1----1.---1--'--

Total ••............................... 279 77 87 10 453 

Source: El.hibit 440. 
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TABLE sa.-NEEDLE TRADES, AVERAGE ANNUAL WAGES, 1934 

(by location. and branch of industry), 

Ladies and Misses' Men's Fine and Boys' MeDs' Work Clothing, 
Garments Clothing etc. 

Location 
No. of No. of Average No. of No. of Average No. of No. of Average 
Fao- Em- Annual Fa.,. Em- Annual F..,. Em- Annual 

tories ployees Wage tories ployees W_ tories ployeea W_ 
I I I 

Maritime Provinces ....... 1 12 ill ······4· . "'5OS' . "'576' 4 199 371 
P .Q. excluding Montreal ... 1 110 372 14 1,490 385 
Montreal ................. 97 4,439 672 15 1.219 776 9 979 543 
Ont. excluding Toronto .... 8 300 555 6 416 810 13 700 568 
Toronto .................. 73 1,97S 707 9 618 1,068 13 332 682 
P-;airie ~vinces. uclud-

1 18 589 2 258 W~~::::::::::: ·····T · .. ··59· ····700· 546 
8 193 558 8 442 561 

B.C ......•.....•••..•••.. 4 80 601 ........ ........ ........ 2 92 710 

Total or ANrGQe . .•..••... 191 7,127 688 35 2,820 808 6S ~.492 603 

Source: Ezhibit 440_ 



TABLE 34.-NEEDLE TRADES; AVERAGE (MEDIAN) HOURLY EARNINGS, SEPTEMBER, 1934 

(by location, branch of indu.try. age and eez:) 

A..-Esperienced. Workers B-InezpeTienced Workers 

Ladies' and MiBBes' Garments Mon's Fine and Boy,' Clothing Meo's Work Clothing, etc. 

Location 

A 
Maritime Provincea ...... ........ . 
P.Q., 82:cluding Montreal ......... . 
Montreal ......................... . 
Ont .• OIcluding Toronto ........... . 
Toronto .......................... . 
Prairie Provmcea, escluding Winni-

WiDn~::::::::::::::::::::::::: : 
Britiah Columbia ...... . ' ........ . 

B 
If&ri.time Provincee .. ............ . 
P .Q., excluding Montreal. ........ . 
Montreal ................... ...... . 
Ontario. excluding Toronto ...... . . 
Toronto .......................... . 
Prairie Province., es:eluding Win-

wu.:f:::::::::::::::::::::::::::: : 
British Columbia .... ............ . 

Source: Exhibit '"0. 

No. of Adult No. of Adult No. of Adult 
Factories Males Youth! Females Factories Malea Youths Females Faotories Males . Youths 

1 
1 

96 
9 

67 

1 
3 
4 

eta. 

30·6 
65·0 
62·6 
40·7 
52·9 

36·0 
38·7 
68·' 

eta. 

14·3 
36·0 
18·' 
27·1 
30·1 

eta. ota. eta. eta. 

1'·0 .................. ., ·····42:6· ·····23:3· · .... 20:8· 
32·1 12 66·8 25·0 32·6 
24·7 6 64·1 32·8 35·2 
36·0 7 73·6 25·0 36·8 

29·3 
28·6 
30·6 

1 
1 :::::::::: · .... ir2· · .. ··i2:i· ········4· · .. ··ii':s· .. · .. i2:0· ·· .. i4:0· 

96 28·9 16·6 19·8 12 32·2 15·7 19·9 
9 18·3 17·7 21·1 6 33·' 2I-3 23·0 

57 27·2 23·9 26-1 7 25·0 21·9 26·3 

1 
3 

3I-8 
26·6 , ................... . 

26·6 
20·0 ········i· :::::::::: :::::::::: .... ·ig:s· 
20·4 ....................................... . 

eto. eta. 

2 32·8 .. "'iil:6' 16 33·4 
9 41·6 19·6 

13 43·4 22·6 
13 '9·3 38·6 

2 40·' 28·4 
7 49·2 28·4 
3 69·7 .......... 

2 · .... ii':2· 16·3 
16 10·4 
9 19·4 14·6 

13 18·' 16·2 
13 .......... 18·2 

2 29·6 24·9 
7 26·7 20·4 
3 37·6 31·9 

:.. 
Females 0 

eta. ~ 
I:'< 

17·8 <":> 
18·9 0 
25·9 0:: 
26·0 0:: 
33·0 ;:;; 
30·8 ~ 27·5 
38·1 

0 

12·7 '<: 
13·8 ~ 18·2 
18·6 .... 

<":> 
26·8 til 

23·7 ~ 
24·' :.. 
23·' ~ 

t:J 
.." 



!STABLE 35.-MEN·S FINE CLOTHING INDUSTRY. COMPARISON OF AVERAGE HOURLY EARNINGS. WEEKLY WAGE RATES (a). AND f MINIMUM WAGE LAW VIOLATIONS. FOR SELECTED FIRMS. SPRING 1934. 

Victoria-
Toronto Manufa.oturers Montreal Manuracturers ville. P.Q. Montreel 

mfra. Contractors 

- Union Non·UnioD Union Non. Non-
Non·Union 

in 
Union Union BydePark 

Ontario 
Tip Top Boys' Eaton', Samuel- S. Rubin Hyde Rubin Guarantee Forman 

Weer (s) BOn Pork Brol. Pants 

eta. eta. eta. eta. eta. eta. eta. eta. eta. 
Actual Average Hourly Earnings (in cents)-

53·7 27·2 41·7 AU wage-earn-era .... ...................•. 42·5 35·8 24·6 21-6 18·4 (b) 
Male wage-earners ....................... 65·1 27·0 57·5 42·2 51·7 22·6 27·0 16·5 36·0 
All Female wage-earners ................. 35·8 27·3 33·7 27·8 27·7 26·1 19·5 30·7 23·0 
Experienced Female wage-earners ........ 37·9 29-1 34·7 29·0 29·3 30·0 19·7 (b) 

f~l Inexperienced Female wage-earners ...... 24·5 23·1 20·7 15·7 19·9 21·2 16·0 (b) 

Calculated W .. kly Wag. Rate, (a)- I eta. I • te. I cta . I • te. I ct •. S ete . I cts. I eta. I ete. 
All wage-earnerB ............. ............ 23.63 11.96 18.70 15.75 18.36 10.82 9.50 8.10 (b) 
Male wage-earners ....................... 28.64 11.88 25.30 18.67 22.75 9.94 11.88 7.26 16.84 
Female wage-earners ........ ............. 15.66 12.01 14.73 12.14 12.19 11.48 8.58 13.51 12.32 

Percentages of Female Workers classed 88 In- % % % % % %« % % % 95 8:rperienced (Legal Muimum 60%) .. .... 3·' 32 7 10 18 27 38 

Illegal Percentage of a11 Female. paid at less % 
(0) 

% % % 
~ Minimum Rate ...... ............... .......... (I) (0) 47 .. ........ 2. 29 40 

Source: Exhibits 227 and other auditors' reporta. 
(a) Full time rates are calcualted on the ba.aia of 8 week of 44 houre. These rates have no reference to actual houts worked. 

or actual weekly earninga. 

~
) Not obtain.d. 

e) Not available. 
d) Boys 14·18 years only. 
e) Employees are "bonused" to eomply with law 
f) Previously convicted for violation. 
~ Now claims to be a union shop. 

St. Th.r .... P .Q •• 
Contractors 

Non·Union and 
"controlled" by 
Montreal mfll. 

Paquin Cyr 

ete. eta. 

10·6 8·8 
(d) 7·7 (d) 8·0 

12·1 9·2 
12·4 12·5 
11·1 8·3 

I ets. I eta. 
4.24 fd) 3.87 

(d)3.08 d) 2.84 
6.32 3.65 

% % 
80 . 70 

% 
100 

% 
100 
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TABLE 36-COMPARISON OF MANUFACTURING COSTS OF COMPARABLE 
MEN'S SUITS PRIOR TO SEPTEMBER, 1933 

(Ready·made IRlits and two pairs of trousers) 

Firm ( ... Key below) I II ill IV v VI 

• • • • • • 
VII 

• Labour (Direct)-
Coat--<>wn mop........................ 1.30 1.51 1.80 2.00 1.79 2.00 2.M 
Veot-Gwn .hop............. ........... 0.23................... ..... 0.38........ 0.48 

contractor....................... ........ 0.31 0.34 0.30........ 0.30 ....... . Trou..,. (2)-own mop..... ........... 0.54 ........ ·................ O.N........ 1.13 
contractor ............... _....... 0.60 0.86 1.00... .•... 0.90 ....... . 

Cutting.................................... O.SS 0.45 0.~7 0.70 0.00 0.41 0.00 
Othur Labour (Direct)...... ............... ........ ........ ........ ........ 0.09 0.16 

To~ I!irect Labour.......... ............. 2.62 2.87 3.27 4.00 3.l1li 3.61 4.71 

6~;~i,;cl~di,;.:;;;d;;.oot·i~b;,;,;.i::::::: g~ u: ~:~ ~:~ U~ u: g~ 
Total Cost ezclusive of Cloth. •••• •••.....•. 0.80 

Key: I Rubin Bros. Ltd., Vietoriaville. 
II S. Rubin Ltd .• Montreal. 

III Hyde Park Clothe8 Ltd .• Montreal.. 
IV Samuelson Ltd •• Montreal. 

Source: E:s:hibit 227 and other Auditors' reports. 

5.06 1>.92 7.00 7.33 7.36 

V Tip Top Tailors Ltd .• Toronto. 
VI Robert Simpson Co. Ltd., Toronto. 

VII T. Eaton Co. Ltd., Toronto. 

9.67 

TABLE 37.-MEN'S SUITS, DIRECT LABOUR AND MATERIAL COSTS, AND GROSS 
MARGINS OF PROFIT, 1933 

(Eight shipments of BUits. produoed by lour different manufacturers and sold by 
two Toronto department stores). 

- I n ill IV V VI vn 

• • • • • • • 
1. Retail price .................... 29.1>0 21>.00 29.1>0 25.00 25.00 20.00 15.00 

2. Cost or Material.. ............. 11.15 11.15 10.80 8.80 8.89 7.87 6.75 
a. Co.et or Direct Labour ......... 3.27 3.27 4.00 4.00 4.00 2.94 2.94 

4. Manufacturer's Gross Margin(a) 1.83 1.83 3.~ 3.20 3.21 2.04 0.56 
5. Retailers' Gross Margin ........ 12.19 7.69 10.31> 7.97 7.97 6.31 4.07 

6. Tots! Material and Labour 
(2+3) ....................... 

7. Total Manuracturers' and Re-
14.42 14.42 1f.1>O 12.80 12.89 10.81 9.69 

taileN' Margin (4+5) ........ 14.02 9.42 14.75 11.17 11.18 8.31> 4.63 

8. Percentage Direct Labour to 
Sale Price (3+1ld ........... 12% 14% 14% 16% 16% 18'!! 20% 

D. Percentage Total aterial and 
49% Labour to Price (6+ I) ......... 49% 63% . 51% 52% 54'!! 65% 

10. Pereen:a:;. Total MUBio. to 
38% 1>0% 45% 45% 42'JI 31% Price ( +1) ................. 41% 

(o}lneluding overhead. 
~CII: Elhibit 227, Statement Q. 12 (Freight and Sales Tax omitted.). 

VIII 

I 

15.00 

6.20 
3.32 

0.48 
4.24 

9.62 

4.72 

22% 

64% 

31% 



!TABLE 38.-LEATHER BOOT AND SHOE INDUSTRY, COMPARISON OF AVERAGE HOURLY EARNINGS, WEEKLY WAGE RATES, AND T MINIMUM WAGE LAW VIOLATIONS, EIGHT QUEBEC FIRMS, SPRING, 1934 

! 
Firm (See Key below) 

AVERAGE ACTUAL HOURLY {Female wage-eamers ..•....... :' .... 
Men wage-eo.rners .................. EARNINGS (m cente) Boys wage-earnel1l ••••••••••••••••• 

Percentage of females paid lOc. or leu per hour ................•.......• " ... 

Percentage of males paid 10e. or le88 per hour ................................ 

CALCULATED FULL TIME {Female wage..earners, .............. 
WEEKLY WAGE RATES Men wage-eamel'8 .................. 

(a) (in dollahl) Boys wage-earners ...........•.. , .. 

ACTUAL WEEKLY EARNIN~S 
(I), male 

{Percentage paid $4.00 or le88 ....... 
Percentage paid les8 than S9 ........ 

llIe~~.~ .~~ .f~~.~~. ~~~i~~.~. ::~~~~~~~~~~:' .. ~~~~. ~~~~~ 
IllevfJ%)~~ .~~ .f:~~~ .~~~. ~ .t.~. ~~.~~ .~~ .?~~~. ~~~~ 

Source: E:lhibit 226, Committee evidence p. 3678-3732. 
Key: I La Diva Shoe Co. Ltd., Richmond. P.Q. 

11 Valley Shoe Co. Ltd., Valley Junotion, P.Q. 
III Jose~~npay. Limitee. Beauceville. P .Q. 
IV La . L Shoe Co. Ltd •• Ste-Marie de BeauC8, P .Q. 

I (b) II III IV V VI 

13·20. 13·70. 14.40. 15.40. 18.20. 19.20. 
to.6c. to.90. 15.40. 10..0. (d) 16.0 (e) 
6.40. 4.20. 6.20. . ......... .......... .......... 
20% 17% 2% 1% 12% 2% 

64% 60% 88% 18% 31%(e) 2%(e) 

6.34 6.68 6.91 7.39 8.74 9.21 
6.09 6.23 7.39 7.87 (d) 7.68 
2.69 2.02 2.60 .......... ........ .. .......... 

:t~ =~ 26~ 
73. 

12~ 
76 • 

16~ 
48. J~ 

100% 83% 80% 66% 66% 80% 

83% 36% .......... 45% Ca) 38% 38% 

V Grand'Mere Shoe Co. Ltd., Grand'Mere, P.Q. 
VI Dependable Slipper Mfg. Co" Montreal, P.Q. 

VII J. A. &: M. Cote. Limitee, St-H}"acinthe, P.Q. 
VIII A. E. Marois, Ltd., Quebec, P.Q. 

(a) Weekly W~881'8tee calculated on a 48 hour buil, without reCerence to number of hours aotually worked. 
(b) Not includlDg 16 family homeworkers paid at 11.50 per family per day. 
(0) Sample only. not complete payroll. 
(d) Not available. . 
(e) Time workel'8 only. 

VII VIII 

22.00. 2S.70. 
(d) (d) .......... .......... 

0 0 

(d) (d) 

10.99 12.34 
(d) (d) .......... . ......... 
21~ 
46. J~ 

.......... .......... 

. ......... .......... 

(f) Including overtime in BOme cases up to 55 hours per· week or more. 
(g) In computing this figure the auditors classified employeea as e:zperienced or inexperienced accorcliruz to their length of service in month,. The company 

however, classifies them according to the number of bouns actually worked. On thia baaia, the company aoel not have an illegal PBrceJ;ltage paid lell8 than the 
minimum wage. 
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TABLE 3&-FURNITURE INDUSTRY. AVERAGE ACTUAL WEEKLY EARNINGS. MEN 
(No. factories paying specified average amounts and No. and per cent distribution of their adult male 

wage-earners.1933). 

No. of M.D 
Amount factories 

No. Per cent 

17 1.2% 
111 8.1 

S3.01~.00....................................................... 1 
".01-17 .00........ ........... .. .... ................... .. ......... 2 
17.01 ... 9.00 .................................................. :.... 7 343 25.1 
19.01-411.00............ ...... ...... .......... ..... .... ........... 8 412 30.1 
111.01-413.00.... ................................................. 4 258 18.8 
113.01-116.00.... ................................................. 4 228 16.7 

1.369 100.0% 
I--::--I--:--:::cc-i---::::-:-::-Total.................................................... 26 

Source: ErlrlbiHM. 

TABLE 4O-FURNITURE INDUSTRY. AVERAGE HOURLY WAGE RATES. MEN 
(No. of factories paying specified average rates and No. and per cent distribution of their adult male wage.. 

.......... 1933). 

Amount 
No. of 

factories 
Men 

16.le.-20e........................................................ 3 108 7.9% 
2O.1e.-25o........................................................ 9 498 36.4 
25.1c.-.30c............ ............................................ 9 oi66 M.O 
3O.le.-360.... ......................................... ........... 3 178 13.0 
86.10.-400 ........................................................................................... . 
40.10.-460.................. ...... .... ..... ......... .... ........... 2 119 8.7 

Total .................................................. ,. 26 1.369 100.0% 

Source: Ezhibit 404. 
The figures repreaent averages over 6 montha period. 



TABLE U-BAKING INDUSTRY, SELECTED COMPANIES, AVERAGE WEEKLY WAGES, JUNE, UISS, BY OCCUPATIONS. 

DeereBIell 
AJJ Bench- 0 .... • in Waa;. - Em· Poram.8D MIIOII workers tenden Wnppen Pack8l'l Delivery Shippen lnapeolon Labourerl Othor .. 

ploy .. Compared 
witb IUD 

• ""'-1- • • • • • • • • • • • • n COmpanyB .••••••••••••••••••• JO.82 40.S15 ".00 17.81 ..... 18 .• 20.115 IIU3 14.a15 87.23 18.08 -Company B .................... ..... ..... 10.71 14.M 111.112 11.66 ... ., 21.415 - 40.01 .8.1Ii8 - .1 
ComPaDJ' C .................... - 40.00 ".00 18.00 ".00 - 18.00 IS.00lo 21.00 86.00 lli.OOto 10.00 to -".00 ".00 86.00 
CompanyA .................... 11.111 88.00 ".00 00.00 17.00 15.00 ".00 20.110 21.00 80.00 17.00 17.30 1< 
Company H .................... 10.70 80.00 - 18.00 17.00 11.00 10.00 - - ".00 ".00 12.00 .. 
""mpany E .................... 22.10 .8.80 ..... - 1 •. " 22.117 ".40 - ".00 - - 1U9 1 ,. ....... 
""mpany A .................... 22.41 ..... ".00 21.00 ".00 17'.00 - .. ... - 30.00 21.10 .1.30 19 
""mpany A .................... 21.71 88.00 ..... ".00 ".00 18.00 IS.00 21.31 ..... ".00 18.00 21.00 1. 
""mpany B .................... ".71 88.18 22.0 17.M 21.00 18." 21.77 20.61 21.88 31.68 21.26 - .. 
""mpany C .................... ..... 46.18 ".00 1 •. 82 21.27 17.41 20.81 ".98 111.01 86.80 24.12 18.00 11 
CompanyK .................... 111.78 62.150 ., ... 18.20 18.66 18.37 - - ".18 - IS.8I 111.($ .. 

Bamilton-
""mpany A .................... 20.18 83.00 18.70 18.70 17.00 14:.80 11.85 ..... ".00 215.815 1U8 ".88 .. 
COmpanyB .................... ".88 "'.00 80.80 .1.80 - 115.00 ..... H.110 - 87.liO 2l'.60 - 18 

011", ... 
COmpanyA .................... ..... ".00 21.7'6 18.20 .7'.7'15 16.00 12.66 20.315 19.00 ".18 - .. 
ComPatlyC .................... 1IlI.00 46.60 H.liO 111.150 21.60 1&.60 IS.00 1IlI.00 ".00 82.00 ".00 ·lS.00 • Wiltftip'9-

110.00 ".00 ".00 ".00 1'.00 19.00 Company A .................... 1IlI.18 1IlI.73 ".00 ".00 ".00 17.80 10 
Compa.qF .................... - ".00 lS.00 to 12.00 to 27.00 ta 12.00 to 19.00 to 1IlI.00 21.00 82.00 - 17.00 to -40.00 ".00 ".00 26.00 27'.00 88.00 
ComPIUi7 Z .................... 00." ".00 10.00 ".80 1IlI.80 - - ".00 11.00 - - 12.00 16 

YallCO'UPtl' ........................ 
COmpanyO .................... 28.41 40.7'0 ".80 28.115 28.15 10.00 22.15 22.10 ".00 81.00 21.M 28.115 1. 
ComPaDiF F .................... .1.00 88.15 ".80 ".00 ".80 12.00 115.00 1'.76 ".00 80.60 2 •. 00 - 18 

800'8QI: El:bibi~ 886. Theee oompa!ll8l employed 15,918 worken, abou~ 10 par C8IIt of the total in the lndutry. 
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TABLE 42.-FLOUR MILLING INDUSTRY, ACTUAL EARNINGS IN A TYPICAL MILL 
FOR A TWO-WEEK PERIOD, 19M 

Elevator-
Unloading ..................•.......... , ........ . 

ii:!:~:t~~:.:.::::::::::::::::::::::::::::: 
Wheat c1eaniDg .........•........... , ........... . 

Milling--
Bolters ... ,_ ................•.................... 
Grinders ...................•..................•. 
Roll tender •...................................•. 
Purifiers .......................................•. 
Bleacher •.....•.................................. 
Oiler •...•....................................... 
Sweepers ••...••.•.•.•....•..........•.•...•...•. 
Packers ........................................ . 
Blending--es:tru, etc ........................... . 

~c::~.~.~ .. ~~::::::::::::::::::::::::::::::::::::: 
Millwrights ......................................... . 
Machiniate .......................... " ............. . 
Yardm .... : ........................................ . 
Watchmen ...•.....................................•. 
M isceUaneou8 ......................•................. 
Warehousemen, etc ..............................•••• 
Warehouse {utility) ................................. . 

Source: E:Eb.ibit 386. 

Number or Hamnum Minimum 
employees 

2.1 
6 
6 
8 

10 

5 
4 
3 
2 
2 
1 
8 

24 
6 
6 
3 
6 
4 
3 
3 
9 

49 
15 

s 

31.80 
32.2.1 
6.08 

92.81 
63.90 

87.68 
70.30 
44.40 
70.30 
46.50 
57.50 
48.33 
63.54 
61.20 
69.85 
68.00 
97.50 
711.00 
45.50 
57.20 
62.80 
65.03 
20.18 

s 

30.60 
5.33 
2.55 

44.63 
32.38 

54.90 
66.03 
27.05 
58.SO 
45.00 

.... "32:00' 
30.40 
30.39 
55.68 
55.60 
45.00 
43.88 
M.10 
53.83 
40.00 
30.55 
2.75 

Average 

S 

32.50 
19.44 
5.06 

63.96 
44.90 

67.20 
67.113 
38.52 
64.55 
45.75 
57.50 
36.81 
45.27 
42.31 
67.70 
63.60 
66.46 
57.53 
38.40 
55.42 
52.06 
41.35 
9.83 

TABLE 43.-FLOUR MILLING INDUSTRY, GOING RATES OF WAGES, AUGUST, 1934 

MilI- . 
Miller •................................................................... 
2nd Millers .............................................................. . 
Grinders .......................... , .•.................................... 
Bolters .......... , , .............................. , ........................ . 
Purifiers ................................................................. . 
Smutters .................. , ... , ." .............. ' ....................... . 
Oiler •.................................................................... 

~k,~:c;k;w:.:.F_au::: : ............... :::::::::::::::::::::::::::::::::::::: 
Flour Packer8 ........................................................... . 
Feed Packers .... , ....................................................... . 
J..abourer8 ............................................................... . 
Watchmen ...................................................... , ........ . 

Elevator-
Foreman ................................................................ . 
Weighmen ..••........•...•••.............•••...•.•.•.................•..• 
Unloader8 ............................. ' ..................... " .......... . 
Other •................................................................... 

Power-
Engineer .•................................................................ 
Firemen ................................................................. . 
Electrician......... . . .. . . . . .. . . . .... . .... . .. . . .. . .. . . . .. . . . . .. ... . ... . 
Electrician' helper •....................................................... 

Warehouee-
ForemaD ................................................................ . 
Help ....................... : ............................................ . 
Checker •................................................................. 

Millwright & h'lpera-....... ... . .. .... . . . .. . . .. . . .. . . . . .. . . . . . ......... . 
Tin.mitb •.................................................................... 
Steamfitter... .... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ............ . 
Carter....... .. . ....................................................... . 
'l'ruck Driver •................................................................ 
Truck Driver8' helper •.•.............. ' ...................................... . 

~~:~l=:i::::::::::::::::'::::::·:::::::::::::::::::::::::::::::::::::::::::: 
AU ratea ahown in doUara are per month; the othera are hoUl'ly ratea. 
Source: EJI;hibit 386. 

Masimum Minimum 

S • 
416.66 224.2.1 
175.00 .50 

.65 .30 

.55 .381 

.471 .30 

.421 .331 

.40 .2.1 

.35 .2.1 

.64 .40 

.45 .2.1 

.64 .30 

.40 .221 
,40 .23i 

175.00 .40 

.671 .2.1 

.47 .30 

.671 .271 

204.00 .50 
.60 .321 262.45 .45 
.55 .2.1 

175.00 .38! .50 .27 
.45 .32 

180.00 .271 
.70 .45 
.65 .441 
.371 .321 
.431 .35 
.381 .30 

100.00 95.00 
.371 .2.1 
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TABLE ".-SLAUGHTERING AND MEAT PACKING INDUSTRY. NO. OF WAGE
EARNERS AND AVERAGE ANNUAL WAGES. 1va3 

(by ode of plant) 

. 
'No. of wage.e&l'D8l'lI 

Percen~ 
No. of ageo! 

Numberofwage.ea.rneraemployeci Eotab- females Average 
liah- to total annual 

m .. '" Mal. Female wage. wage 
eernera 

% • 
Under 6 ....•.•.•.....•.•..•.....•.....•. 58 107 10 8.6 W 

6to 10 .••.........•....•............. 22 108 17 9·7 862 
lito 26 ••••••.•.••••••••••••••••..•.•• 21 341 26 7.1 972 
26 to 50 .••.•••..•••.•••••••••••.•••••• 6 212 4 1.9 1,053 
51 to 100 ..•••••...••...•..•.•...••...... II 779 45 5.5 1.083 
101 to 200 ..•.......•......•..........•. 10 1.226 104 7·8 909 

201 and over .•.......................... 9 3,619 626 14.7 910 

Total ..•••........•......... 135 8.441 831 11.4 933 

SoUJlC8: Dominion Bureau of Statistics. 

TABLE •• -SLAUGHTERING AND HEAT PACKlN"G INDUSTRY. SELECTED PLANTS. WEEKLY 
EARNINGS, IU( 

(PeroIIltaae of emplo,.. ftlC8iviq apecified amotUlta per week) 

Cauda Paoken Limited Gainera H!u. Wilan Buru 
Limited '" Co. lAd. Limited I18tt Ir. 

1-------:-::--1 
Toroato Hull Peter- Edman- TOl'OJlto Toronto ~~. Mcmtreal Calpry 

------------~~~---_1·----·F~==~-~w=·C-I·----+----I-~--~~---_4---
Total Dumber of emp1oyeee, ••.••• 1.101 I .. IS! 181 88 ... .to 370 ... 

= = = 

Percentap of total at- " " " " " " " " " ''/.30 to IIO.OOperWMk •.•••. .10 ..... D.I0 .... ·· .. 8:ir "'Too' ····fiO· 10.61 .'7 
'10.01 to 112.50 If ... Ill" .... . ... 7." .... 
112.51 to 115.00 21.8t .... 19.70 18.83 .... 2.(7 28.80 ".97 ..... 
1111.01 to 117.&0 11.71 IS." 12.49 ..... 18.41 13.10 ~."7 19.06 10.63 
117 .al to 120.00 • lS1.M 21.110 ..... 10 .• lB." 21.68 UI.48 17.01 18.12 
PO.Ol to 122.60 • 17.fT .... 12.51 14.60 13.17 ..... 1:1.88 8.73 16.03 
$22.61 to $25.00 • 140.94 .... .... . ... ".70 UUI2 7.0& 10.88 .... 
126.01 to 127.&0 • .... '.00 8.0' .... . ... . ... 1." I." 3.03 
127.51 to 130.00 • 8.23 '.00 8.m 8.10 6.26 4.12 .M .M 2.58 
130.01 to 132.50 • I." ... 1.52 •• 10 10.62 •. 81 I.' • .>7 '.Ill 
132.61 to $36.00 • 1.30 ... 1.61 ... .... 2.97 .>7 1.83 
136.01 to 137.&0 • 1." ......... ......... •. 10 ... . ........ ......... 1.83 
137.61 to 1'0.00 .'10 ......... ......... I." .83 . ........ ......... .73 
WI.Ol to au.50 • . 88 ......... ......... ......... ......... ... . ........ ......... .73 
142.61 to 145.00 • .as ......... •• • ••• u· ......... ......... .>7 . ........ ......... .... . ... 
M5.0J to 14:7.SO • ..... ......... ......... ......... ......... ......... .88 . ........ ......... .... .... 
147.51 to $&OJlO • ..... . ........ ••••• H •• ......... ......... .>7 . ........ ......... .... .... 
150.01 aDd. cmD'. • ·····:oi" ......... ......... ......... ......... .Il . ........ . ........ ......... 

100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 1~.OO 
= = 

Period aovered-Week a4e4 \f!,""th 
(11134) Mo.. III Mo.. II Mo.. !lO • 81 Mo. ... -... _.10 _.1< _.1< 

Averace waae ......•••.•••••.•... 110.11 115." 117.18 'It.Ol .. 1.1' .... 52 IlB." 118.M 115 ... 

• The ~ spread at this branch does not take into oaasideratioD. bcmaMa of 121,210 paicl durin&: week ended. Ikroh 30, 
1034. iD aciditlOD to the 1'eINIBJ' payroll of 15,372.87. 

SOtf1H:ll: Committee EvideD .. , p&&eI2Z37-:M32. 
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TABLE 45A-SLAUGHTERING AND MFAT PACKING INDUSTRY. SELECTED PLANTS. 
WEEKLY EARNINGS. 19M 

(Percentage of workers receiving specified amounts per week) 

Canada Packers Limited-
Toronto ..................................................... . 
Hull. ....................................................... . 
Peterborough", ............................................ . 

Swift Canadian Co. Ltd.-
Toronto .•.................................................... 
Edmonton .................................................. . 

Burns 4:: Company Ltd.-
Calgary .•..•.......•.........•....................... 

Wilsil Limited-
Montreal. ................................................... . 

Gainers Limited-
Edmonton .................................................. . 

F. BunnieettJr.-
Toronto ............................................•......... 

Source: Committee Evidence. pages 223'1-2432. 

$1.&0 to 
$20.00 

% 
53.85 
79.20 
7&.00 

38.26 
73.89 

67.03 

77.84 

62.13 

44.72 

$20.01 to 
130.00 

% 
40.72 
19.20 
21.97 

&1.11 
21.93 

23.82 

21.62 

29.71 

44.78 

I3O.CI aDd 
over 

% 
5.63 
1.60 
3.03 

10.63 
4.38 

9.15 

0.114 

8.06 

10.62 

TABLE 46-FRUIT AND VEGETABLE PREPARATION INDUSTRY. NUMBER OF 
EMPLOYEES. 1933 

(by mODths) 

Month Male Female Total 

January........... ................................................ 1.418 1.220 2.636 

~:n::::::::::::::::::::::::::::::::::::::::::::::::::::::::: l:m l:~ U~~ 
~.:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: l:~ l:~ ~:~ 
J ..... , ................. :........................................ 1.993 2.060 4.051 
July......... .•••.. ..............•... ..... ...... ..... .... ......... 3.221 3,580 6.801 

=bV::::::::::::::::::::::::::::::::::::::::::::::::::::::: ~:~~ ::~~ 1::;: 
O.tober.................................... .....•.... ............ 4.193 6.018 10.211 
November.................... .................... ............... 2,818 3.918 6,736 
December ...................................................... '1--_1.:..' 7_89_11--~1.:..66U_+ __ 3.:...::-458".... 

Monthly Ave"""'.................................... 2.548 3.185 &.738 

So""",: DomiDlon B ..... of Statiati .... 
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TABLE 47-FRUIT AND VEGETABLE PREPARATION INDUSTRY, SELECTED PLANTS, 
AVERAGE HOURLY EARNINGS, SEPTEMBER, 1929-1933 

- 1929 1930 1931 1932 1933 Decrease 
1930-1933 

Canning Factoriu Cents Cents Cents CentB Cents % 
Canadian Canners Ltd.-All employees-

Kingsmill, Ont ............................... "24:9S' 26.84 26.00 20.26 21.24 20.9 
Picton. Ont ................................... 25.43 24.14 21.10 20.36 19.9 
St. Catharines. Ont ........................... 28.18 27.46 22.07 22.26 21.39 22.2 
St. Isidore. Que .............................. 23.87 23.30 23.10 19.84 16.88 27.6 
Grimsby. Ont ................................ 27.50 25.35 23.17 20.75 21.31 16.1 

Culverhouse Canning Co.-All employees ......... ........ 25.30 24.70 24.20 21.40 15.4 
J. A. Daboll ,& Son-All employees .•............. ........ 22.60 22.30 23.80 21.80 3.5 
E. D. Smith & Sons Ltd.-All employees ......... ........ 21.90 19.90 19.10 15.70 28.3 

Culverhouse Canning Co.-M&l.es ................. ........ 31.80 29.40 ~.OO 24.50 23.0 
J. A. DaboU &: Son-Males ....................... ........ 29.10 25.60 27.20 38.60 18.9 
E. D. Smith d: Sons Ltd.-Males ................. ........ 28.40 25.30 20.80 17.50 38.4 

Culverhouse Canning Co.-Females ............... ........ 20.30 20.40 20.60 18.50 8.9 
J. A. Dobell-Females ............................ ........ 20.40 19.90 20.00 20.00 2.0 
E. D. Smith d: Sons, Ltd.-Females .............. ........ 17.30 17.00 17.30 14.20 17.9 

Jam Facton" 

Canadian Canners Lid.-Malea ................... 39.23 40.38 34.88 34.75 32.09 20.6 
Asaociated Quality Canners Ltd.-Males .......... 38.03 39.00 36.77 36.97 37.13 4.8 

Ca1U\dian C'anne18 Ltd.-Females ................. 23.78 22.12 21.40 21.30 18.99 14.2 
~ciated Quality Canners Ltd.-Females ....... 23.29 23.59 23.32 23.28 23.27 1.0 

Source: Exhibit 382. 

T.~BLE 48-TOBACCO MANUFACTURING INDUSTRY, NUMBER OF WAGE-EARNERS 
AND AVERAGE ANNUAL WAGES, 1933 

(by siH or plant) 

Number of Wage..earners employed 

l~nder 5,. ....................................... .. 
6 to 10 ..••..•.•...•...•...•...•...••..••.....••. 
\I~25 ......................................... . 
26~ 100 ....................................... .. 

101 to 200 ........................................ . 
201 and over ..................................... . 

'Iotal or A1II1al18 .......... ............ . 

Source: Dominion Bureau 01 Statiatica. 

Number of Per cent 
Number Wage-earne1'8 01 
eetablish-I---''--:----I females 

menta to total 

86 
8 

\4 
7 
4 
8 

Male Female 

119 45 
32 29 

110 123 
\14 
193 

wag ... 
earners 

% 
27.4 
47.5 
52.8 

1,652 3,478 67.8 ill~ f---f--_.f---
127 2,220 4,168 66.' 

Average 
annual 
wage 

S 
466 
386 
681 
391 
514 
571 

666 



TABLE t8.-TOBACCO INDUSTRY. SELECTED ESTABLISHMENTS. ACTUAL WEEKLY EARNINGS. OCTOBER, 1833 

(Number of Emplo~ Receivina: Specified Weekly EarDinp, by Sex) 

fum I fum III fum IV fum V fum VI fum VIII Firm IX 

Male Female Male Female Hale Female Male Female Hale Female Hale Female Male Female Male Female Hale Female 
=-x--..... ::--.. =.oo=-.-.. -.. -.-.. -.. -.. -.-.. -.. I·.-'-•. = .. ::: .. -.F.-'-.• = .. :: .. ~.ii-.. ::.:: .. :::"' ... --.-1 =::::=:::::::;-::-::--1-' --.-----;ai---s --1-' =::::--1 --.-=::::--. --i 
I 6.0ltol IS.OO................. 13 21 8................ 1 7f 7 88 7 10 4 1 1 6 5 

a.Olto 7.00................. B8 88 I........ ........ I UK 16 41 1 3" ....... 1.. 8 ........ ........ " 17 
7.0lto 8.00................. 11 68 6 ........ ........ In n 0 18 6 18 13 1 4 1 18 
B.Ol to 9.00.......... ....... 6 61 .... "1" 6 ................ 6 106 I" 20 " 80 1 48 8 8 8 J4. 
8.01 to 10.00....... ..... ..... 10 118 11 1 12 203 .8 rr 10 28 •• ... 68 a n 11 85 

10.0tto 11.00................. 10 4H 2 1 7 13 171 at 8 6 16' i' 02 ........ 11 to 88 
11.01 to 12.00................. 0 Jfo 3 1 ........ ........ 17 138 41 8 :w 11 8 BO 1 14 IS 60 
18.0110 13.00.......... ... .... " .1. ....... . ..•.... .•.•.... • " 01 P I 0 1& ". 15 18 .0 
18.01 to 14.00................. 18 30 2 1 ........ .... .... 81 M 18 ..... '1" 16 6 ..... ••. 6 D II 16 30 
14.01 to 15.00.......... ....... tEl 6 ................ ........ ........ 84. 811 14 18' u J 4 B8 8 18 
D.Ol to 18.00................. 411 8 ........ ........ ........ .... .... 68 III 28 1 18 8 , 6 1 87 11 UI 
UI.Ol to 17.00.... ............. III J ........ ...... 1 as 10 7 » .. ., 16 I 4 18 1 ., 
17.01 to 18.00................. III ........ ........ ........ 10........ '8 II 10 8 11 18 8 4 88 • 8 
18.01 to 10.00.......... ....... 38 2 1 ......... ,...... 80 8 II t III f " a 8 10 a 
18.01to 20.00................. all 8 ........ ........ ........ 18 ......... 0 0 II 4 8 13 8 5 
20.01 to :11.00................. 0 ...... I.. 4 ........ ........ ........ 16 a 8 8 8 I II 8 ....... i 
21.01 to 22.00................. 14 1 ........ ........ .. ...... 12 11 8 2 I a 8 1 " 
22.01 to 23.00................. 1 II ........ 1 ........ 7 8 8 8 a 1 ........ 2 
113.0110 2<.00................. 0 I ......•. .•..•... .•...... 18 & I .•.•. T 8 8 5 
1::8:: ~:~::::::::::::::::: 11 ........ ·· .... i· :::::::: .... ·T :::::::: AI 1 : J 1~ t ....... 1. 
80.01 to 86.00......... ........ .. ........ a........ . ....... ........ II • I I , .f, 
81.01 to to.oo......... ........ ........ .. ...... I ........ ........ ........ 8 II I ........ ........ ........ .. ...... ........ I 

. fO.OIto 46.00................. 1 ........ ........ ........ ........ ........ 8 ........ ........ ........ ........ ........ ........ ........ I ........ 1 
B.OI to 60.00.... ............. ........ ........ ........ ........ .... .... .... .... I ...................................................................................... .. 
.... laDd ...................... ~ ••••••••.•••••.•.•••••••••••••.••••••••.••••••••••••••••••••••••.•••••••.•••••••••••••••.••••••••••••••• 1:.:..:.:.:.::: ==:::,: = 

TotaJ emp~............ 638 822 84 '10 12 12 481 1. 1M 1181 J28 1M rag til 1188 80 1111 180 882 

Av ..... w..................... 112.8. 111.8' 115.08 IIU. 110.111 IIU7 112.01 118." IIUO 

Percentage decreaae iD aven& 
WIlIe.iDee Ig28 .............. .% 4% 27% 

P8I'OlIDtqe of female employ .. 
toto~ ..................... &1% &7% 00% 

(0) For September 1838. 
::kay: I-W. C. M:;;OouaJd, ~'J Montreal, Que. 

n-The B. Boude Co •• Ltd., Ouebeo, Que. 
DI-National Tobacco Co •• LW .• Montreal. 
IV-Imperial Tobaooo Co. of Cunoda, Ltd., Montreal. Que. 
V-Imperial Tobaooo Co. of Canada, Ltd., Granby, QUe. 

VI-The Tuckett Tobacoo Co., Ltd., Montreal, Que. 
VII-The Tuckett. Tobacco Co., Ltd .• Ha.milton, Onto 

VIII-Andrew Wilaon & Co. and Punoh Cipr Co., Ltd., Toronto, Onto 
IX-General Cipr Co., Ltd. 

17% 

7&% &7% 



TABLE 4b-TOBACCO INDUSTRY, SELECTED ESTABLISHMENTS, ACTUAL WEEKLY EARNINGS, OCTOBER 1933 

(percentage 01 Employees Receiving Specified Amounts Per Week, by 8el) 

Finn l(a) FinnU Firm IV Finn V Firm VI Finn VII Firm VIII Firm IX 
Amount' per week 

Male Female Mal. Female Male Female Male Female Male Female Male Female Mal. Female Male Female - ---------------
% % % % % % ~.I 6!.9 

% % % % % % % % 
IIO.OOorle88 ............ 12.8 31.6 2.9 94.3 7.3 58.1 19.6 62.7 2.2 44.2 11.6 8.7 24.4 28.9 
110.01-115.00 .....•..... 18.7 68. 20.6 4.3 22.2 37.9 43.6 5.8 43.5 22.6 11.9 60.2 20.9 38.4 35.6 64.2 
115.01-120.00 .....•..... 57.8 .3 35.3 1.4 43.4 3.6 'JJJ.7 1.3 19.5 22.6 63.3 5.6 21;.6 51.1 21.2 15.4 
120.01-125.00 ........... 8.3 .1 23.5 ........ 12. .4 7.9 ........ 12.3 2.1 23.9 .. ...... 22.1 1.8 10.1 1.2 
125.01-130.00 .....•..... 1.5 ........ 6.9 ...... .. 11.2 ........ 1.3 . ....... 2.6 . ....... 7.6 ........ 12.8 . ....... 4.4 . ·····:3 130.01 or over ..... ...... .9 ........ 11.8 ........ 3.9 ........ 2.4 . . . . . . . . 2.6 ........ 1.1 . ....... 7·0 . ....... 4.4 ---

Tota!. ............ 100. 100. 100. 100. 100. 100. 100. 100. 100. 100. 100. 100. 100. 100. 100. 100. 

(a) For key to firms see Table 21. 
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TABLE 5O.-AGRICULTURAL IMPLEMENTS INDUSTRY. 
AVERAGE ANNUAL EARNINGS 

1929-1933 

(Large and smon componiea. by .Ius 01 worker) 

Factory Factory 
Year Workers Adminie- Clerical Selling Executive 

Averago 
all Em-

Four Large Companiea-
1929 ...........•..................... 
1930 ......................•......••. 
1931. ......•........................ 
1932 ................................ 
1933 ................................ 

Percentage decrease since 1929 .......... 

-Ten Small Companie&-
1920 ................................ 
1930 ................................ 
1931. ................................ 
1932 ............................•.•• 
1933 ................................ 

Percentage decrease since 1929 .......... 

• Nine Companies only in 1929. 
SOVRCm-Edlibit 403. 

S 

1,219 
1.122 

1146 
856 
837 

31.3 

1.032 
941 
833 
682 
709 

31.3 

tratiOD 

S 

2,432 
2.321 
2.218 
2.219 
2.238 

8.0 

2.332 
1.797 
1,756 
1.435 
1.172 

12.0 

ployees , S • • 
I.SS9 1.640 7.394 1.377 
1.538 1.815 7.311 1.426 
1,737 1.908 6.772 1,451 
1.471 1.739 6.551 1,352 
1.261 1.543 6,612 1.187 

19.2 5.9 11.3 13.8 

1.480 1,439 4.597 1.224 
1.438 1.429 4,016 1.173 
1.244 1.394 3.605 1.077 
1.249 1.514 3.200 983 
1.140 1,'1:17 2,885 944 

23.0 11.3 37.2 22.9 

TABLE SI.-AGRICULTURAL IMPLEMENTS INDUSTRY. HIGH. LOW AND AVERAGE 
HOURLY EARNINGS FOR EIGHT ESTABLISHMENTS. HAVING FIITY OR 

MORE EMPLOYEES. FEBRUARY 1934 

Massey-Harn. Co •• Ltd.-
Toronto ...................•...........•.............. , ...•... 
Brantlord .....................................•............•. 
Verity Worke. Brantlord ....•...............................• 

Cockshutt Plow Co., Ltd.-
BrantJord ................................................... . 

Froat '" Wood Co .. Ltd.-
Smith's Falls .....................•.......................... 

IDternational Harvester Co. 01 Canada, Ltd.-
Hamilton .................................................... . 
Chatham ...................................................• 

Geo ... Whilo '" Sona Co. Ltd.-
I.oDdon ..•......•...........•..................•..•......•... 

The JohD GoodilloD Threeher Co •• Ltd.-
,Sarnia ...................................................... . 

The Waterloo Manufacturing Co., Ltd.-
Waterloo .................................................... . 

J. Fleury's Sona, Ltd.-

• • 
1.04 
0.80 
0.80 

0.62 

0.82 

1.40 
0.82 

1.09 

0.76 

0.80 

0.24 
0.22 
0.20 

0.21 

0.20 

0.25 
0.24 

0.20 

0.27 

0.15 

Aurora. Ontario .•.......••••••.••.•••......••..•.•.•..•••..•.•••....•..•.••••..•••.•• 

• ID BOrne 08881 the low hourly rat.ea Ihown in this table apply to boys and appnm~ 
Souaca: Exhibit 403. 

Av ...... 

• 
0.41 
0.41 
0.42 

0.40 

0.40 

0.52 
0.44 

0.46 

0.48 

0.15 

0.10 
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TABLE 62.-RUBBER INDUSTRY, SELECTED COMPANIES, WAGES, 1933 

Tires Footwear -
Lowest Highest Average Loweot Highest Average 

Men: • • • • • • 
Hourly Rates (aJ .. .•......•....•....••. .47 .60 .......... .32 .43 .......... 
Full time weekly earnings (b) ........... 20.68 26.40 .......... 14.08 18.92 .... ii;:i!o' Actunl weekly earnings .•..•.. .......... 17.79 21.60 20.10 11.57 20.71 
Aetua18bDual earnings .................. 925.00 1,180.00 1,046.00 602.00 1,077.00 811.00 

W....., 

Hourly Rates (.) ....................... .29 .36 .......... .24 .34 .......... 
Full tim. weekly earnings (1)) •••• ....... 12.76 15.84 .... ii:70· 10.56 14.96 .. · .. 9:70· Actual weekly earnings ................. 10.60 12.57 8.34 14.11 
Aotua18DDual earnings .•................ 646.00 661.00 610.00 378.00 734.00 514.00 

(0) Five factories only. All other figures are for seven fa.ctones. 
(b) Calaulated on the basis of a 44 hour week. This is less than the currently accepted "normal" week 

for men but seems to be a generally prevailing standard for women. It is considerably more 
than the industry is now operating on the average, and, if achieved again, is unlikely to be 
much ezoeeded.. 

Source: Ezhibits 193 and 199. 

TABLE 53.-TEXTILE INDUSTRIES'-PERCENTAGE DISTRIBUTION OF EMPLOYMENT 
• BY PROVINCES, FEBRUARY, 1934. 

Group 

A. Primary aotton ....................... .......... . 
B. Woollens ........................................ . 
C. Silk. natum1 ........ , .-...................... " .. . 

~: ~ilk~6Ciai::::.::::: :::::: ::: ::::::::::::::::: 
~'. ~~d·n;p:::::::::::::::::::::::.::::::::: 
H. Throad and .. rdage ............................. . 
I. B8g8, waate, batting and wadding, tents, awnings, 

etc .......................................... . 
J. Specialty fabrics ................................ . 

Ontario 

Per cent 

22.2 
79.4 
19.3 
60.7 
36.7 
68.9 

100.0 
53.5 

60.9 
55.8 

Quebeo 

Per cent 

70.8 
18.3 
80.7 
45.0 
63.3 
22.8 

........... . 
37.7 

27.8 
44.2 

Other 
Provinces 

Per cent 

7.0 
2.3 

............ 
4.3 

............ 
8.3 

............ 
8.8 

21.3 
............ 

Canada 

Per cent 

100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

100.0 
100.0 

(1) All the tenile industry tablel are taken or derived from Edlibit 360. f.r .• except as otherwise 
indicated. 

TABLE 54-TEXTILE INDUSTRIES.;::-AVERAGE HOURLY WAGES, BY SEX AND AGE, 
~EBRUARY,1934 

Adult Youths Adult Girls 
All Males and boys Females under 

Group - Em- 21 years under over 18 18 
ployees and over 21 years yeare yeara 

Cents Cents Cents Cents Cents 

A Ptimary cotton ..................... ...... 26.M 31.01 18.24 22.7. 17.23 
B WooUena ....•...•.....••.....•........... 29.37 3'.96 19.08 24.74 18.87 
C ~lk~ natural ............................. . 24.45 29.37 16.61 21.36 15.52 
D o81ery ................................. . 29.95 40.56 21.11 25.09 17.52 
E Silk, artificial ............................ 33.32 38.99 23.31 25.04 20.17 
F Knit goods ............................... 29.02 36.62 18.79 25.72 18.28 
G Carpets and rugs ........•....•...•••...... 36.28 42.62 20.86 28.60 19.03 
H Thread and cordage ..................... . 34.01 39.08 27.27 27.48 21.95 
I Bage, waste, batting and waddinga, tents, 

aWDmra' etc ...................... .... 34.89 39.55 20.42 28.19 19.72 
J Specialty abrics .......................... 30.60 33.86 20.79 23.92 18.78 
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TABLE Ii4A-PROPORTION OF MALE EMPLOYEES TO TOTAL FACTORY EMPLOYEES, 
FEBRUARY, 1934 

Other 
Group Ontario Quebec Provincu C&nada 

Per cent Per cent Per cent Per cent 

A 
B 
C 
D 
E 
F 
G 
H 
I 
J 

~~.~~~::::::::::::::::::::::::::::::::::::: 
Silk. natural .•............ .......................... 
Hosiery ............................................. . 
Silk, artifioial.. ..••...••....••.•••••••••.••..•••...• 
Knit goods .••••••....•••..••...••••.••... ,_ •••••.•.. 
Carpets and rugs ...•. ..•••....•..................... 
Thread and cordage ................. ............... . 
BagII, waste, battina and wadding. tents,awniDp, etc. 
Specialty fabrics ............. ...................... . 

63.8 
67.6 
39.6 
39.3 
63.2 
37.3 
6.1.6 
70.8 
71.6 
76.1 

67.1 63.7 
49.0 64.4 

~:: '"46:2''' 
~:: "'28:8'" 

'''33T'' '"92:8''' 
67.1 46.7 
74.7 ........ .. 

66.0 
67.2 
64.7 
42.2 
69.6 
39.4 
6.1.5 
68.6 
61.2 
75.5 

TABLE ~TEXTILE INDUSTRIES-AVERAGE HOURLY WAGES OF ALL EMPLOYEES 
BY PROVINCES, FEBRUARY, 1934 

Group 
Other 

Canada Ontario Quebec ProviDces 

A 
B 
C 
D 
E 
F 
G 
H 
I 
J 

Primary cotton .................................... . 
Woollens ........................................... . 
Silk. natural ....................................... . 

§llk!e~ifciai:::.:::::::: :::::::::::::::::: ::::::::: 
Knit good •.......................................... 
Carpet.! and 1'Ug!I ••••• ••••••••••••••••••••••••••••••• 
Tluead and cordage ................................ . 
Bags, waste batting and wadding, tents, awninga, etc. 
Specialty ,.brics ................................... . 

Cents 

26.64 
29.37 
24.46 
29.9& 
22.22 
29.02 
36.28 
24.01 
3U9 
30.60 

Cents 

29.02 
30.&1 
28.61 
22.16 
37.63 
31.03 
36.28 
36.23 
22.91 
36.09 

Cente CeD" 

26.~9 30.64 
24.72 30.07 
23.46 '''24:82'' 27.96 
30.81 '''26:98'' 23.95 

"'a2:7iI" "'ai:77" 
22.11 44.32 
23.66 .......... 

TABLE 66-TEXTILE INDUSTRIES-AVERAGE HOURLY WAGES BY SIZES OF CITIES 
AND TOWNS, FEBRUARY, 1934 

Sin of cities and toWllB 

I.e. than 3.000 population •...... ...................• , .........••.............. 
6,000 to 16,000 population ...... ..................... ~ •......•.................• 
16,000 to 60,000 population ........ .................. ~ ........ , ................ . 
60,000 to 250,000 population •...•...... ...........•••.•••.•.••.••.••.•....•..... 
Over 260,000 population ... ...........•........................................ 

Ontario 

Cents 

29.36 
27.96 
30.76 
22.59 
22.74 

Quebec 

CeDts 

23.00 
26.00 
25.64 
29.40 
26.40 
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TABLE 57-PRIMARY COTTON-8EX AND AGE DISTRIBUTION OF WAGE
EARNERS. 1934 

Province 

Adult 
males 

21 years 
and over. 

Percentage 

Youths 
and boys 
onder 21 
years. 

Percentage 

Adult 
females 
18 years 

and over. 
Percentage 

Girls 
under 18 
years. 

Percentage 

Ontario........ ............ .......... ..... ...... ..... 56.3 7.5 34.0 2.2 

~:\':l"..;;,; .. ::.:::::::::::::::::::::::::::::::::::::::: =:~ Ig ~:: t~ 
~~-r~~+-~-4--~ 

All provin............................... 65.0 11.0 31.1 2.9 

TABLE 1iS.-CHANGES IN THE COTTON YARN AND CLOTH INDUSTRY 
SINCE 1930 

Wage-earnera Percentage IndeJ: Index 
Year 0( females 01 ....... of volume A"...... Average 

Male Female to tots! earners of pro--
duction 

W8p salary 

1930 .........•..... 9.479 7.013 42.5 100.0 100.0 721 2.191 
1931 •.....•..•..... 9.013 6.275 41.0 92.7 98.2 732 2.279 
1932 ............... 8.6<6 5.916 40.6 88.3 94.1 724 2.146 
1933 .........•..... 9.578 5,951 38.3 94.1 117.8 68S 1.957 

Source-Dominion Bureau of Statistics. 

TABLE 59.-COMPARISON OF CHANGES IN THE PRINCIPAL STATISTICS OF THE 
COTTON INDUSTRY AND ALL MANUFACTURING INDUSTRIES-PERCENTAGE 
DECREASES. 193CH2 

Value of production .................... " ...................... : ......•....... 
Physical volume of production .....................•.......... ~ .............. . 
Cost of materials ...............•.....................................•....... 
Number of employees .•....................................................... 
Salaries and wages ........................................................... . 
Average wage ................................................................ . 
Average salary .................................................•............. 

Sour~DomillioD Bureau of Statistics. 

Cutton 
yarn and 

cloth 
indllSb'y 

- 20.8 
- 5.9 
- 31.5 
- 11.2 
- 10.1 
- 5.0 
- 10.7 

All manu
facturiDg 

indU&
tries 

- 38.0 
- 26.5 
- 42.7 
- 23.1 
- 31.3 
- 14.8 
- 12.6 
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TABLE 6O.-PRIMARY COTTON 

AVllRAO. HOURLY RA'1'B8 or PAY 

Average 
all factory Adult Youths 

Province emploJjee8 mal .. and boY8 
eIclu ing 21 years under 21 

IUpel'- and over years 
intendents 

1934 cents cents cents 

Ontario .................... . ............ 29.02 32.72 22.26 
Quebec ...... _ .......................... 25.49 30.04 17.46 
M.aritimes . ............................. 30.64 34.72 21.65 

Averoge ..... ....... ........ 26.64 31.01 18.24 

1933 

()otario ..... , ........................... 80.85 36.63 21.98 

ii:?t~~e~:::::::: :::::: ::::: ::::::::::: 28.14 33.90 18.95 
34.98 39.76 23.48 

Average .............. _ .. _ .. 29.21 34.73 19.44 

Adult 
females Girls 
181ear. underl8 
an over year. 

cents cents 

25.00 19.65 
21.66 16.20 
25.28 20.91 

22.76 17.23 

25.29 29.08 
22.61 17.46 
27.63 23.49 

23.63 18.19 

AVJCRAOB HOURLY RATBS 01' PAY EXPBBSSSD AS A PJ:RCJINTAOB 01' 'l'1IB WHOLK INDUSTRY 

1934 

Onto.rio ..... ............................ 108.9 106.5 122.0 100.9 114.0 
Quebec ................................ . 95.7 96.9 95.4 91;.2 94.0 
Maritimes . . ........................... 115.0 112.0 118.7 111.1 121.4 

1933 

Ontario ................................ . 105.8 102.6 113.0 107.0 110.4 
Quebec .................................. 96.3 97.6 97.6 95.7 96.0 
Maritimes ............................. . 119.7 114.5 120.8 116.9 129.1 

1934 ............................•...... ,l ............ 1 
1933 ............................................... . ~I ;gl 

TABLE 61.-PRIMARY COTTON-AVERAGE RATES OF PAY ACCORDING TO SIZE OF 
MILL 

Number 
Average Hourly 

Employ. Rate&of pay 
Group 01 ment 

Mill. Ratio 1934 1933 

From 26 to 100 workers ... ........................... 3 1.8 24.62 28.62 
From 100 to 200 workers .... ......................... 2 1.7 29.93 31.67 
From 200 to 300 workel1l ...... ... '" ................. 6 8.3 28.46 32.65 
From 300 to liOO workers .. . ......................... 7 19.8 27.44 30.78 
OVel' 600 . ........................................... II 69.1 26.16 28.65 

Totall for group ..... .................... 29 100.0 26.64 29.21 
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TABLE 62.-PRlMARY COTTON-AVERAGE HOURLY RATES IN SELECTED 
OCCUPATIONS, FEBRUARY, 19M 

Oocupation and Province . 

Spino ... (Fram.)-

r=~·~·~:::::::::: :~:::::::::~:: ::::::::: :.::: 
Spoolers-

Ontario .•••.•.....•...........•...•.•.........•.•. 

~~;~~;:.::::::::::::::::::::::::::::::::::::: 
WM~ _ 

Ontario ..•.•..•................................•. 
Quebec ..•.••..................................•. 
Maritimes .•...............................••..•. 

Loom Fixers-
Ontario .••••.•..•...••....•......... _ •...••..••.. 

~ari~~·.·.::::::::::::::::::::::::::::::::::::: 
Finishers-

Ontario ..•.••••...••.•.••...••...•.........•.•..• 
Quebec ....•••••••••••.••••.•....•.•...•.•.•••••• 
Maritimes ••••.••••...•••••••••.•••.•••••.••.•••. 

Presser.t-

Adult 
males; 

21 y..,.. 
and over 

26.55 
22.42 
2Ull 

22.M 
20.83 
26.14 

28.44 
28.07 
29.89 

44.38 
41.36 
47.05 

28.01 
28.84 
25.81 

Youths 
and boys 

under 
21 years 

22.56 
16.51 

·18.66 

28.14 
18.83 
21.81 

18.81 
21.85 

Adult 
females 
18yeam 
and over 

24.73 
21.55 
23.84 

24.01 
21.16 
23.75 

27.36 
25.82 
33.30 

Gu-Is 
under 

18 yean . 

18.28 
16.14 
21.44 

20.00 
18.13 
21.98 

21.69 
17.87 

27.00 ...................... .. 
21.81 ...................... .. 

20.84 
18.44 

25.41 
17.45 
20.43 

...•.... -.... ~. 
13.00 

~~~~.~.:::::-::::~:::::::::::::::::::::::::.::: .... ~.=::. ::::::i~:~: ::::::~:~: ~:::-~:~~~:~ 
Foremen and Foreladies-:- . I 

Ontario .............. "........................... 61.26 43.97 41.0 ........... . 
Qu.b ................ , ............ ,............... 58.66 ............ 30.86 .......... .. 
Maritimes .................................... -... 68.08 ................................... . 

TABLE 63.-WOOLLEN TEXTILEi!'-'-SEX AND ·AGE DISTRIBUTION OYWAGE-EARNERlT, 
1934 

WooUeD. Textiles other than carpets and 
"'-Ontario .••........•.•...•........... 

Quebec ..• -. : ........•...... ~ ...... ' .. 
New Brunswick, 1 mill ............. . 
Nova Scotia. 1 mill .••......•..•.... 
Manitoba. 1 mill ..........•••......• 

Adul .. 
males 

21 yeam 
andover 

52.2 
46.5 
48.9 
54.3 
82.7 

Youthi 
and boys 

under 
21 years 

5.3 
10.0 
1.2 

.. · .... i7:S· 

Adult' Girls : 
Females under! 
13 years 18 I To ... 
and oV$' y .... 1 

.- --------

38.6 -u \-_. 100.0 
- 39.0 -100.0 

48.8 1.1 100.0 
45.0 .7 100.0 ............ 100.0 

British Columbia, 1 mill .••.•.....•. 1 ____ + ____ 11 ___ ,....,+ ___ .,-1 __ ---.:.:..:..: 
AU Provinces .......................... . 

.... ···46:7' 53.3 ............ .. .......... 100.0 

6.1 38.8 4.0 100.00 
I----~--~~-=~~~~~~~ 

Carpets and rugs, Ontario .............. . 

51.1 

69.08 6.46 33.41 1.05 100.00 

971'1-1$ 



386 RpYAL COMMISSION ON PRICE SPREADS 

TABLE 64.-CHANGES IN THE WOOLLEN TEXTILE INDUSTRIES. AS COMPARED 
WITH MANUFACTURING IN GENERAL. 1929 TO 1932 

Woollen Woollen Carpets, Woollen All Manu-- Cloth Y ..... Mal8and Good •• facturing 
Rugo N.e.B. lnduatriea 

per cent per cent per cent percent per cent 

Value of produotion ............. ........ -19'2 -34·6 -61.2 -46.4 -47.2 
Physical volume of production ........ ... +18.4 -10.0 -43.9 -30.S -33.4 
Cost of materials ......... ............... -31.6 -39.1 -69.7 -31.9 -53.0 
Number of employees ........... ........ +20·4 - 3.8 -26.8 -21.S -28.7 
Salaries and wages ... ................... + 6·2 - 5.S -41.4 -25.6 -37.8 
Average wage ........... ................ -13.2 - 4.3 -24.9 -10·1 -18.6 
Average .. Iary ........................•• -11.6 -17.8 -16.3 - 2.8 -11.4 

8oUBC&: Dominion Bureau of Statistics. 

TABLE 65.-CHANGES IN THE WOOLLEN TEXTILE INDUSTRIES. 1929 TO 1933 

WOOLL.Jl Cr.om 

Wage.<!BrDerB Per cent of Indel: of Indes: of Average Average 
Year females to ....... volume of wage 88Iary 

Male "Female total ......... production 

No. No. % % % , , 
1929 ....•....•. 2.132 1.706 44.6 100.0 100.0 838 2.295 
1930 ........... 2.008 1.652 43.6 92.3 82.4 753 2.300 
1931. ........•. 2,306 1.842 44.4 108.\ 102.\ 800 2.007 
1932 .... ; ...... 2.395 1.982 4\.1 119.3 118.4 727 "2.028 
1933 ........... 2.876 2.219 43.6 132.8 137.3 703 1.992 

-
WOOLYN Y ABJf 

- " . .. 

I 
1929 ........... m 1.017 S7.8 100.0 100.0 644 2.226 
i9lI8= ...... 677 832 66.1 85.8 73.2 623 2.085 
1931 ........ , _, 830 827 56.8 82.9 76.9 647 1.935 
1932 ........ : .. 788 868 S2'S 93·8 90.0 616 1.829 
193' ........ ' .. 1.069 1.143 61.7. 125.8 113.1 638 1.642 

'l.t ' 

CABP&'l'8, MA'l'S AND RV08 

1929 ........... 696 383 as.6 100.0 100.0 929 2.156 
1930 ........... 601 867 37.0 89.7 89.& 879 2,188 
1931.. ....... ,. 667 86S 38.& 86.' 85.2 829 2.156 
1932 ........... 613 268 33.S 71.& 56.1 698 1.827 
1933 ........... 490 287 28.7 72.0 64.7 661 1.672 

WOOLLlIN GOODS, M ••• &. 
. , , . .. -- . - , . ---- - . 

1929 ........... 794 248 28.4 100.0 100.0 866 2.672 
1930 ........... 746 3S8 25.3 96.3 96.4 817 2.391 
1981 ........... 641 217 25.8 82.7 78.2 783 2.620 
1932 ........... 606 186 28.& 76.3 69.& 780 2.596 
1933 ...... , .... 664 206 28,6 83.8 84.2 813 2.419 

So17BC3: Dominion Bureau of Statiltica. 
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TABLE 66.-WOOLLEN TEXTILES-AVERAGE NUMBER OF HOURS WORKED PER 
WEEK PER EMPLOYEE 

Adult Youths Adult 
Test period All Males. and Females Girlaunder 

Employees 21 years boYS under 18 years 18 years 
and over 21 years and over 

Woollen textiles other than oarpets-
February, 1933 ...................... 4S 48t (4 411 401 
February, 19M ..............•.•..... 51 531 62 48 49 

TABLE 87.-WOOLLEN TEXTILES, AVERAGE HOURLY RATES OF FACTORY WORKERS 

(Escluding S ..... intend .... ) February 19M 

Adult Youths Adult Girl. 
Woollen textiles other than carpets All mal .. and boys remales under 

and ...... employees 21 years under 
18 X"" 18 

and over 21 yean an over y .... 

cen" ..... 0eD1 • ..... cen" 

Ontario ................................. 30.51 35.78 20.38 20.94 19.11 
Quebec ..•••.•••..•.•••..••..•••.....•.• 24.72 31.37 16.17 20.07 15.78 
New Brunswick .....•................... 26.83 32.76 18.90 21.31 18.21 
Nova Scotia ............................ 21.22 23.32 ······if6o· 18.83 11.73 
Manitoba ............................... 36.63 40.60 ............ ............ 
British Columbia .......•.......•.•...•. 35.62 40.07 30.04 ............ . . . . . . . . . . . . 
All Provinces ...................•....•.. 29.37 M.98 19.08 24.74 18.37 

Carpets and Ruga. Ontario ......•...••.• 36.28 42.62 20.86 28.60 19.03 

TABLE 88.-WOOLLEN TEXTILES-AVERAGE RATES OF PAY ACCORDING TO SIZE 
OF MILL 

Number Employ~ Average Hourly - 01 ment Rates of Pay 
Milia ratio 19M 1933 

Per cent Per cent cenl8 cen .. 
WooUen Tmilu otlier titan Carpet. cwI R.".....--

Less than 25 workers ........................•.... 8 1.9 24.10 28.62 
From 25 to 100 workers ........................... 13 11.7 25.26 25.10 
From 100 to 200 workers ......................... II 20.2 28.67 20.37 
From 200 to 300 workers ......... : ............... 6 23.1 28.12 30.29 
From 300 to 500 workera .......... : ............... 7 35.7 3t.98 32.25 
From 500 workera ................................ 1 7.4 '30.50 29.78 

All mills ... ' ........................ '.' .• (4 100·0 29.37 30.30 

Carpeta and RUf1&-
Less than 25 workers ..............•.............. I 1.8 19.23 19.97 
From 25 to 100 workers ........... ' ...•.......••.. 1 8.7 27.36 27.20 
From 100 to 200 workers ........ , .. : .•.•.....••.... 2 48·6 M.80 37.14 
From 200 to 300 workera ......................... I 46.0 40.07 45.45 

6 100.0 36.28 39.21 

i. 

17111-251 
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TABLE 69.-WOOLLEN TEXTILES-AVERAGE HOURLY RATES IN SELECTED OCCU. 
PATIONS, FEBRUARY 19M 

Occupation and Province 

Woollen Oood' other 'ha1l carpets lind TUq.-
Cardent-

Ontario .................•.................... 
Quebec ..................................... . 
New Brunswick ............................. . 
Nova Scotia ................................ . 
Manitoba ..................... ,_" .......... . 
British Columbia ........................... . 

Spinne1'8 (Male)-
Ontario ............................. _ ....... . 
Quebec ....................................•. 
New Brunswick ............................ . 
Nova Elcotia .................... ' .........•.. 
Manitoba ..................... ' .............. . 
British Columbia ........................... . 

Weavere-

Adult 
Males 

211""'" an over 

.. nto 

30.21 
25.66 
28.114 
21.83 
65.34 
45.94 

36.11 
28.18 
29.40 
24.13 
34.09 
41.11 

Youths 
and Boys 

under 
21 years 

.. nto 

22.94 
IS.S2 
18.S9 

21.94 
14.82 

Adult 
Females 
IS yea .. 

and over 

.. nto 

Girl! 
under 

IS 
y .... 

.. nto 

24.62 1S.S0 
20.52 15.11 

24.90 
19.76 

1;;.67 
11.00 

Ontario........................... ........... 33.55 22.25 29.72 23.15 
16.88 Quebec .......... ~........................... 27.52 20.69 22.19 

New Brunswick............................. 26.90 ............ 25.04 
Nova. Scotia................................. 20'.80 ............ 20.12 .......... ,. 
Manitoba.................................... 39.77 ................................... . 
Britiah Columbia....... . . .... . . ... . ..... . ... ............ ............ 32.03 

LoomFiJ:e~ 
Ontario.......... ..... ... ......... .... ...... 45.15 ................................... . 
Quebec...................................... 48.37 ................................... . 
New Brunswick............................. 31.47 ......... , ......................... . 
Nova. Scotia................................. 23.75 ................................... . 
Manitoba ................. , ..................................•............................... 
Britiab Columbia .................... , . .... . . 57.78 ......... , ......................... . 

Dye HOUBe EmplOYee&-
Ontario ..................................... . 
Quebec ..................................... . 
New Brunswick ............................ . 
Nova. Scotia ..... ~ ............ " ............. . 
Manitoba ................................... . 
British Columbia ........................... : 

Finishers-

32.59 
32.83 
27.12 
19.46 
73.S6 
29.17 

19.01 
23.03 

Ontario ......... , ........... ...... .... ....... 33.94 19.36 23.55 16.91 
Quebec...................................... 27.34 13.08 18.01 
New Brunswick ......... , •. .... . ..... ... .... 21.58 ............ 17.15 ........... . 
Nova Scotia................................. 35.00 ................................... . 
Manitoba ................................. ;.. 28.41 ............•••••.......••..•....... 
British Columbif!, ...•....................•••...•..•............... , ....•..........•.......... 

Foremen and Foreladiea-
Ontario............ ..... .... ........ ..... .... 58.71 17.56 39.10 ........... . 

~~~~~~k::::::::::::::.::::::::::::::: :::~ :::::::::::: ...... ~~:~~. :::::::::::: 
Nova. Scotia .................. ', ........ , . ... . 37.00 ...............•.................... 
Manitoba ....... , .................. , ......•...•........................•.................. , .. 
British Columbia .................................................. , ........................ . 

C..."..04Ruqo-

~;:::: .• :::::::::::::::::::::::::::::::::: 
Loom filers ................................ . 
Dye Bouee Employeea ...................... . 
Finishera ................................... . 
Foremen and Foreladies ..................... . 
Inspeotora ..................................•. 

17.00 
46.51 
66.17 
35.04 
34.85 
73.22 
61.77 

15.96 
18.93 

27.46 
31.78 

20.00 
16.52 

...... 23:50· :::::::::::: :::::::::::: 
21.56 24.58 16.81 

............ 22.70 .......... .. 
21.05 30.84 .......... .. 
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TABLE 7D.-WOOLLEN TEXTILES SELECTED FIRMS, DISTRIBUTION OF WAGE 
EARNERS BY WEEKLY WAGE RATES 

St. Goo"", 
Woollen .Mills Northern Textiles 

Weekly Wage Male 

Sagu .... y 
Spinners 
Limited. Femal. j-:=:::':'=-~ _______ ~ _____ _ 

Male Fe- Male mal. Female Male Female 

$I and less........... ..... 1 ..................... . 5 ............................ .. 
From $ 4.01-$ 5.......... 2 .......... 2 7 
From I 5.01-$ ct ..•.... _ •..•.... _.. 1......-1 

4 
8 
S 
5 
9 

...... '3' ................... .. 
8 :::::::::: .... · .. i .. From $ 6.01-$ 7.......... 4 "8"5 2 

From $ 7.01-$ S.......... "8 ....... 1 ... 1 4 
From $ 8.01-$ 9.......... 1 2 1 
From $ 9.01-$10.......... 3 .................... .. 
From $10.01-$11.......... 1 .................... .. 
From $11.01-$12.......... 2 .................... .. 
From $12.01-$15.......... .......... .......... 1 .... .. 
Froin $15.01-$20...... .... .......... .......... 2 .... .. 
From $20.01-$30.......... 1 .................... .. 

Total ............ . IS 10 13 15 

-MediaD.. 

"10 
18 
2 
8 
3 
4 

M 

"8 .......... 1 
2 1 .......... 
3 2 2 ...... ·iI.. "7 
1 1 ...... ;.4".:: :::::::: 
2 1 .......... 

31 8 11 

TABLE 7l.-BILK INDUSTRY-SEX AND AGE DISTRIBUTION OF WAGE-EARNERS, 1934, 

Adult Youth Adult Girls Mal .. and Females under - 21 yeera boye 18 Yeer8 18 Total 
and under and 
over 21 years over yeers 

Per cent Per cent Per cent Per cent 
Silk, natural-

Ontario ...•.......................•. 33.7 5.9 65.9 4.5 100.0 
Qu.bec ............... _ ............ 49·1 9·2 38.6 3.1 100.0 

All mills ....•.................•. 46.1 .8.6 42.0 3.3 100.0 

Silk artificial-
Ontario ...........................•. 59.7 3.5 28.3 8.5 100.0 
Quebec ...........................•. 63.3 9.9 23.9 2.9 100.0 

All mills ......................•. 62.0 7.6 25.5 4.9 100.0 

• TABLE 72-CHANGES IN THE SILK INDUSTRY AS COMPARED WITH ALL MANUFAC-
TURING INDUSTRIES, 19~2. 

Value of production ...................•..................•..............•...•. 
Physical volume of production .....•..•.....................................•. 
Cost of materiaIB .....•.......•.......•..................•..................•. 
Number of employees ..•..............•.....................................•. 
Salariea and wages •••••••••••••••••••.•••••••.•••••..••••••••••••••••••••••••• 

f::::y'::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 

Source-DominioD Bureau or StatistiCII. 

Silk 
Industry 

Per eent 

+37.2 
+91.4 
+29.0 
+60.9 
+50.5 
- 8.4 
- 2.~ 

All 
Manu-

tacturing 
Industries 

Per eent 

-47.2 
-33.4 
-53.0 
-28.7 
-37.S 
-IS.5 
-IU 
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TABLE 7~HANGES IN THE SILK INDUSTRY SINCE 1929. 

Wage-Earners Peroentaae Index of lndell: of 
Year of W ..... Volume Average Aversge 

Females of W .... Salary 
Male Female to total ..... ,. Production 

No. No. S S 

1929 ............... 1,663 2,362 58.8 100.0 100.0 787 1.870 
1930 ............... 2,391 2,566 51.8 123.4 119.6 790 1,842 
1931 ............... 3,032 2,628 f6.4 141.0 149.8 803 1,979 
1932 ............... 3,581 2,837 44.2 159.9 191.4 721 1,826 
1933 ............... 4,026 3,09S 43.S 177.4 222.5 678 1,925 

Source-Dominion Bureau of Statistics. 

TABLE 74-SILK INDUSTRY-AVERAGE HOURLY RATES OF FACTORY WORKERS 
(EXCLUDING SUPERINTENDENTS), FEBRUARY, 19M 

. 
Adult Youths Adults Girls 

All Males and Females under - employees 21 yeaJ'8 bol." 18 years 18 and un er and 
over 21 years over y..,. 

Cents Cents Cents Cents Cents 
Silk, natural-

Ontario .......................•..... 28.61 M.95 22.36 26.25 18.81 
Quebec ............................. 23.46 28.46 15.73 19.67 14.38 

All mills ................................ 24,45 29.37 16.61 21.31> 15.63 
Silk. artificia.l-

Ontario ............................. 37.63 46.10 32.20 25.25 21.56 
Quebec ............................. 30.81 35.10 21.47 24.90 17.83 

All mills ....... · ......................... 33.32 38.99 23.31 25.04 20.17 

TABLE 75--SILK INDUSTRY-AVERAGE RATES OF PAY ACCORDING TO 
SIZE OF MILL 

Mills Employ~ 
Average 
rates of 

Hourly 
pay 

ment Ratio 1934 1933 

No. Per cent Cents Centl 
Silk, natural- . 

From ~IOO workers .........•........ o,...L'" .:!;.-••••• 7 7·9 25·33 26·35 
.. 100-200 .. . ..........................•. 4 17·3 19·98 20·25 
OJ 200-300 u •..•••••••••.••••••••.••••••• 4 23·9 26·07 25·87 
II 300-500 IC ••••••••••••••••••••••••••••• I 12·6 3O·3S 31·55 

80D workers and over ............................. . 2 38·3 23.36 23·S7 

Allmill •................................. 18 100·0 24·45 24·55 
I--~~I-~~'I--~~r~~ 

Silk. artificial-
600 worker8 and over ............................. . 2 100·0 33·32 33·43 
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TABLE 7&-SILK INDUSTRY-AVERAGE HOURLY RATES OF PAY IN 
SELECTED OCCUPATIONS, FEBRUARY 1934 

Occupation and Province 

Silk, N aluml 
Spinners (Frame)-

Ontario ......................................... . 
Quebec ......................................... . 

Twister~ 
Ontario ......................................... . 
Quebec ......................................... . 

Warpers, Creelers-
Ontario ...................... ~ .................. . 
Quebec ..•............................••..•.••.•. 

Weft Winders and Quillers-
Ontario ......................................... . 
Quebec ....... : ................................. . 

Weavers-
Ontario ......................................... . 
Quebec ..•....................................... 

Loom Fixers-
Ontario ......................................... . 
Quebec ......................................... . 

Knitters-
Ontario ......................................... . 
Quebec ............................. : ........... . 

Dye-House Emp!Joyeee-
Ontario ......................................... . 
Quebec ......................................... . 

Foremen and ForeIadiea-
Ontario ......................................... . 
Quebec ......................................... . 

Adult 
Males 

21 years 
and over 

Youths 
and boys 

UDdar 
21 years 

Cents Cents 

30.70 
17.75 

43.57 
24.18 

41.30 
26.06 

24.29 
14.87 

30.13 
22.71 

47.59 
46.00 

44:78 
37.33 
25.12 

54.43 
80.53 

27.70 
7.96 

20.22 
18.10 

27.35 
15.18 

21.97 
12.93 

15.16 
18.00 

25.00 
30.00 

20.98 

20.46 

Adult 
Females 
18 years 
and over 

Cents 

24.74 
18.98 

25.01 
21.42 

35.28 
21.75 

23.62 
15.34 

29.09 
2l.52 

TABLE 77-5ILK INDUSTRY-AVERAGE HOURLY RATES OF PAY IN 
SELECTED OCCUPATIONS, FEBRUARY, 1934, . 

Occupation and Province 

Silk, Artiftcial 
Spinners (Framer-

Ontario ......................................... . 
Quebec ......................................... . 

Twisters-
Ontario ......................................... . 
Quebec ......................................... . 

Warpera. Cree1e:rs-
Ontario ......................................... . 
Quebec ......................................... . 

Weft Winders and Quillerlt-
Ontario ......................................... . 
Quebec ......................................... . 

Weavers-
Ontario ......................................... . 
Quebec ......................................... . 

Loom Fixers-
Ontario ......................................... . 
Quebec ......................................... . 

Knitterlt-
Ontario ......................................... . 
Quebec ......................................... . 

Dye-Houee Employees-
Ontario .........•................................ 
Quebec ......................................... . 

Foremen ElJld Foreladiea-
Ontario .•••••.•.••••....•......••..•.•••..••••... 
Quebec ......................•.................... 

Adult 
Males 

21 year. 
and over 

Cents 

46.17 
26.91 

26.41 

34.13 

32.35 

51.93 

31.96 

27:35 
58.35 
76.36 

Youths 
and boys 

under 
21 yeara 

Centa 

4l.56 
22.04 

21.86 

2i:iKi 

28:36 

22.88 

21.26 

24:30 

Adult 
Females 
18 year. 
and over 

Centa 

23.67 

20:89 

30.62 

23:09 

32.04 

20.58 

2O:io 
30.05 
57.69 

Girls 
under 

18 years 

Cents 

18.96 
8.50 

25.22 

15,79 
15.05 

18.04 
14.79 

15.85 
16.18 

Girls 
under 

18 years 

Centa 

2U8 

2O:io 

20.00 
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TABLE 78.--5ILK INDUSTRY 

St1MHARY (11 AVBBAOa RooBLY WAGJIB PAID 

17th February, 19M Two weeks ending 
lbth February, 1833 -

No. of Hoorly No. of Hourly 
employees ......... employees ..... .... 

.... to cento 

All wage earners .....•. ...••.•.•• , •••.•........••..•• 199 10·' 161 10·3 
Male wage ~ers ................................... 110 10·, 97 10·0 
Female ~ earners ................................. 89 10·' M 10·7 
Esperien female workers .......................... 22 12·6 ...... · .. 64· ........ iil:7 Inesperienced female worken ..... ................... 67 9·8 

. 

S11JDIABT 01' Wuu"y & ..... 07 PAY CD' MALI! A:NJ) Fuu.u FACTOBY EID'LO'tU8i ur 'lB. 'l"WO 
WOKS BNDDfG 17'l'B FOBUARY, 1934 

Weekly Rate, baaed OD. DOrmal week of 55 h01ll'8 
Number of Employees 

Male Female Total 

FIom-
12.00 to $2.99................... ........ ..................... 9 7 2 
$3.00 to $3.99................................................ 30 26 , 
14.00 to 14.99................................................ M 32 22 

. 16.00 to $3.99................................................ 2 
16.00 to 16.99.............................. .................. 30 

2 ........ 27 .. 
3 

17.00to$7.99................................................... 6 4 • $8.00 to$8.99............... ................... .............. 10 , 6 
19.00 to 19.99................................................ 3 3 ............ 
111.00 to 111.99.............................................. 2 2 ............ 
112.00 to 114.99........ ..... ................... .............. 2 2 ............ 
110.00 to 120.00.............................................. 1 1 ............ 
126.00 to $30.00........ ...................................... 0 0 ............ r---.r--__ +-----

63 Total-Time workers ... ............ -................. 154-91 
Pieo&-workere ......... . , ...................... 1----,,.,--I---....,,-If----60,,-
Total........................................ 214 

34 26 

126 89 

NOD.-Thia table includell aU factory employees, of which 199 are paid at ho1ll'ly or piecework ratel. 
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TABLE ?D.-ASSOCIATED TEXTILES OF CANADA, LTD.-5UMMARY OF WEEKLY 
RATES OF PAY OF FACTORY EMPLOYEES 

(based on 55 hour week) 

Female Workers-
Number paid a.t rate of leas than 16.00 ..........•.......•..........•.....•. 
Number paid 16.00-16.99 .•...•.••.........•..•...•......•........••...... 

II 7.00- 1.99 .................•....•...........•......•.....•. 
II 8.00- 8.99 ..........•....•......•........• _ ...•....•....•.. 
II 9.00 and over ............. ,_ .••.•....... _ ••........•....•.. 

Total ......•....................•.................•....... 

Number paid lese than applicable minimum wage •••••••••..•.•..•••••••.•• 
Male Workers-

Number paid at rate of less than $6.00 .......•.•..••..................•.•. 
Number paid S6.()0--$6. 99 ••••••••••.•••..••.••.••..•.••.••••.•.••••••.•••• 

u 7.00-1.99 .....•...•..........•.•.••...............•....... 
u 8.00- 8.99 ...•..................••....•....•...........•... 
" 9.00andover •...•....•.........•..................•....... 

Total .................................................... . 

Av~e:':i~:~.~~ ................................................. . 
Male employees ......... ' ..........•............•.••.......••.............. 
Female employees ..............•....•.....•.....................••..•••.. 

Two weeks ending 

25th 12th 
Febnu~I'Y, February, 

1934 1933 

2 2 
50 36 
78 88 
27 17 

108 98 

265 241 

101 94 

If 44 
47 27 
29 22 
25 38 

369 305 

484 436 

'12.26 '11.86 
13.43 12.83 
9.73 9.24 

TABLE 80.-HOSIERY AND KNIT GOODS INDUSTRY-5EX AND AGE DIS
TRIBUTION OF WAGE-EARNERS, FEBRUARY, 1934 

. ~ 
Adult Youths Adult EmploYM 
Mal .. and Boya Female! Girls ment ratio 

- 21 years under 18 yean under to Total 
and 21 and 18 of the 
over y ..... over years group 

% % % % % 
H08iery-

Ontario .....................•....•.. 33·1 6·2 5,\·6 5·1 50·7 
Quebec ........•............•....... 37·2 8·1 51·5 3·2 45·0 
Nova Scotia ........................ 38·1 7·1 54·8 ............ 4·3 

All Pro,incea ........................... 3.\·2 7·0 33·7 4·1 100·0 

KnitGoodo-
Ontario .•.................•.•.••••.. 33·8 3·5 59·6 3·1 ·6R·9 
Quebec ............................. 41-1 7·1 49·3 2·5 22·8 
New Brunswick ..................... 29·8 ·······2:2 .. 70·2 ·······2:2 .. 2·0 
Nova Scotia ........................ 32·6 63·0 4·1 
Manitoba ...................•....... 27·2 5·4 64·7 2·7 0·7 
Alberta .....•..•••••••••••.••••••••. 13·2 4·3 81-0 1·5 0·3 
British Columbia ................... 20·9 8·6 57·0 13-5 1·2 

All Provincea ........................... 35·1 4·3 57·7 2·9 100·0 
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TABLE 81.-HOSIERY AND KNIT GOODS INDUSTRY 

Wage-earners Percentage Index of Index of 
Year of w...,. volume of Average Average 

females wage .. Iary Male Female to total .... "'" production 

No. No. % % % $ • 
1929 .•................. .,740 12,084 67·8 100·0 100·0 743 2,147 
1930 ................... 6,483 11,420 67·6 94·9 90·3 719 2,047 
1931 ................... .5,230 11,136 68·0 91·8 94·0 690 1,999 
1932 .........•......... 5,343 10,887 67·1 91-1 92·6 660 1,931 
1933 ................... 5.096 10.632 67·6 88·2 96·5 642 1,759 . 

Source-Dominion Bureau of Statistics. 

TABLE 82.--CHANGES IN THE HOSIERY AND KNIT GOODS INDUSTRY AS COMPARED 
W.TH ALL MANUFACTURING .NDUSTRIES, 19211-32 

Value or production ................. ......................................... . 
Physical volume of production ................................. .............. . 
Cost of materiala ... ......................................................... . 

r=::de;:!:~:::~:::::::::::::::::::::::::::::::::::::::: ::::::::::::: 
Average wage ........ ...........•.................... , ....................... . 
Average oalary .............................................................. . 

SotJac.-Dommion Bureau of Statistics. 

Hosiery 
and Knit 

Goods 
Induetry 

Per cent 

- 27.3 
- 7.4 
- 36.4 
- 7.3 
- 15.1 
- 11.2 
- 9.8 

All Manu6 

I~g 
IndustrIes 

Per cent 

- 47.2 
- 33.4 
- 53.0 
- 28.7 
- 37.8 
- 18.5 
- 11.4 

TABLE sa.-HOSIERY AND KNIT GOODS INDUSTRY-AVERAGE HOURLY WAGES OF 
ALL FACTORY WORKERS (EXCLUDING SUPERINTENDENTS) FEBRUARY,I934 

Adult Youths Adult 
mal .. and females Girls 

AU 21 boys 18 under 
- employees years under years 18 

and 21 and y ..... 
ov~r years over 

Cents C .... Centa C .... C ..... 

HOf!Iiery-
Ontario ............................. 33.18 44.32 24.64 27.09 17.60 
~uebea .. ........................... 27.95 37.43 18.81 23.18 17.37 

ova Scotia .............. _ ......... 24.82 34.11 12.36 19.99 ............ 
AU provinces ................ 29.95 40.56 21.11 25.09 17.52 

KDitGood~ 
Ontario ....... : ................... o. 31.03 39.64 21. 73 27.31 19.01 
~uebec .•.. ............••........... 23.95 29.46 U.53 21.11 15.48 

ew Brunswick ..................... 21.86 29.16 ...... is:82· 18.81 .... · .. is:ia Nova Scotia .................. ...... I 26.73 35.23 23.00 
Manitoba .......................... . 29.58 41.33 25.26 25.61 15.58 
Alberta ............................. 26.27 38.23 31.99 2'.21 13.19 
Bl'itiah Columbia ................... 30.44 43.76 11.37 30.80 20.60 

All Provinces ............... 29.02 36.62 18.79 26.72 18.28 
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TABLE Bi.-HOURS WORKED PER WEEK 

Adult Youths Adult 
mal .. and females Girls 

21 .!::'.r.. 21 under 
All Employees yean! yean! '8 

and 21 and yean 
over years over 

Hosiery-
Feb~ 1933-41 ................................ 44 44 39 43 

19a{..47 ....•......•......•..•.....•.... 5. 48 44 46 

KnitGooda-
February 1933-38 ••••••• _ •• ', ••.•••••.•..•.•.•.•. 43 39 35 36 

" 1934-45 ..•...•••..•••..•••...•.....•... 48 46 43 42 

TABLE 85.-HOSIERY AND KNIT GOODS INDUSTRY 

AVERAGE RATES OF PAY ACCORDING TO SIZE OF MILL 

Employ-
Average hourly rates 

Mills 
oCpay 

ment 
ratio Feb. 1934 Feb. 1933 

No. Per cent cents cents 
Hosiery 

.Less than 2S workers ......... ....................... . 4 .8 31.53 30.08 
25 to 100 " .•••.••••.•••••.•••••••••••••••• 9 116 26.04 24.66 

JOOto200 II •••••••••••••••••••••••••••••••• 8 20·8 31.53 30.94 
200 to 300 " .•• _. , •.•••.•.•••••••••••••••••• 8 35.3 31.27 31.10 
300 to 5O(J. •••••••••••••••••••••••••••••••• 2 13.2 29.74 32.25 
Over 500 " ••• _ •.•.•••••.••.•...• _ .••• 0 •••• • 18.4 28.74 30.05 

AU mills .• :.· •...••...•........•........•..... 22 '00.0 29.95 30.23 

Knit Gooda: 
I..ess than 25 workers ........... .............. ~ ...... . 24 5.6 27.40 27.46 
25 to 100 II •••••••••••••••••••••••••••••••• 26 11.0 27.66 28.47 

100 to 200 II • •••••••••••••••....•.•.•••••••• .0 13.6 28.53 30.16 
200 to 300 " . .............................. . 8 18.5 26.28 27.21 
300 to 500 " .............................. .. 5 18.5 29.76 30.41 
Over 500 II ............................... . 5 32.8 31.04 31.95 

All mills ..•••••.••..•...•.•....•....••.••••.. 78 100.0 29.02 29.95 
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TABLE 86.-HOSIERY AND KNIT GOODS INDUSTRY-AVERAGE HOURLY RATES IN 
SELECTED OCCUPATIONS, FEB. 1004. 

Occupation and Provin'ce 

HOM..,., 

Adult 
mal .. 

21 years 
and over 

ce.to 

Youths 
and boys 
under 21 

DO.to 
Spinners (Frame) 

Ontario.................................... ...... 25.96 13.13 Qu.bec.......................................... 16.99 16.11 
Nova Scotia ............................................................ . 

Spoolers 
O.tario.. ........................................ 25.27 17.95 
Quebec..... ..... ......... ...... ....•..........•. 27.90 10.94 
Nova Scotia ............................................................ . 

Knitters 
Ontario ......................................... . 
Quebec .............. ; .......................... . 
Nova Scoti •..................................... 

Dye--House Employees 
Ontario ......................................... . 
Quebec ......................................... . 
Nov. Scotia ........•.......•..•...•....•...••••• 

Finishers 

4.1.28 
38.49 
32.03 

40.47 
27.57 
42.72 

25.74 
18.77 
12.76 

20.92 
19.78 

Ontario........................... ......... ...... 22·22 30·36 
Quebec.......................................... 21.91 .......... .. 
Nov. Scotia ............................................................ . 

Boarders 
Ontario ......................................... . 
Quebec ......................................... . 
Nova Scotia .................................... . 

Sewers and Seamers 

36.46 
32.80 
22.23 

37.78 
23.81 

Ontario.. ........................................ ............ 22.00 
Quebec.......... ... ......... ... ................. 11.84: 12.99 
Nova Scotia ...................................•.....•...•.......•.....•. 

Foreman aud Foreladies 
Ontario ......................................... . 
Quebec ..•...............•.....................•. 
Nova Scotia .... I .............................. .. 

Knit Good. 

71.4.1 
68.86 

108.33 

Adult 
females 
181ears 
an over 

Cents 

17.114 
19.81 
17.34 

23.35 
22.88 
15.44 

26.17 
23.76 
28.09 

30.86 
17.13 

27.10 
20.41 
24.68 

27.58 
20.79 

29.08 
22.66 
24.22 

37.88 
30.46 
50.99 

Girla 
under 

18 years 

ce.to 

14.37 
12.02 

............ 
13.4.1 
14066 ............ 
17.35 
16.77 

............ 
16.37 
13.14 

16.43 
15.20 

20.82 
12.87 

24.36 
19.20 

............ 
14.77 

Spinners (Male) 
Ontario ......................................... . 34.46 

25.40 
21.80 
35.99 

21.47 ....................... . 

~~~beB'ru;'~ick:::::::::::::::::::::::::::::::: : 17.62 20.00 ....•...•..• 

Nova Scotia .................................... . 
Machine Fixers (other than loom) 

Ontario ......................................... . 52.91 
36.80 
57.98 
38.99 
54.87 

23.25 ...........•.....•...... 
Quebec .........................................• 
New Brunswick ....•..........................•. 

17.00 ....................... . 

Nova Scotia .................................... . 
Britiah Columbia .................•••••...••••... 

Knitters 
Ontario ..•....................................•.. 

~~:;~~~ok:::::::::::::::::::::::::::::::: : 
Nova Scotia .................................... . 
Manitoba •................................•.....• 
Alberta ......................................... . 
British Columbia ............................... . 

Folders 

38.00 
29·19 
25.16 
30.44 
32.71 
34.49 
42.57 

23.65 
16.49 

..... ·ii.:oo· 
25.26 
31.99 
14.01 

Ontario............ .......... ........... .... .... . 27.81 21.32 

~!~~ru~~iok::: :::::::::: ::: :::: ::::::::::::: ...... ~~:~? ::::: ::::::: 
NovaScotia...................................... 40.10 22.57 
Manitoba •....•.......................................................... 

Finishers 
Ontario ................................ :......... 32.71 23.98 
Quebec.......................................... 23.14 12.2i 
Nova Scotia ............................................................ . 
Manitoba •..................•..•................................•.•..••.. 
Alberta ..•...•...............•............•......•...••....•............. 
British Columbia ....................................................... . 

27.41 
21.20 
16.84 
26.31 
25.60 
32.01 

24.99 
21.87 
19.43 
22.10 
29.28 

25.97 
19.81 
16.06 
23.60 
21.64 
30.07 

18.54 
16.80 

·······ii.:oo 
15.20 

18.69 
12.75 

............ 
16.se 

18.44 
14.32 

Boarders Ontario.......................................... 35.94 21.as 28.SS 22.27 

~~~~ru~_iclC::::::::::::::::: :::: :::::::::::~ ~:: ::::: ::::::: ...... ~~:~ ........ ~~:~ 
Alberta.......................................... ............ ............ 28.11 ........... . 



LABOUR AND WAGES 397 

TABLE 86.-HOSIERY AND KNIT GOODS INDUSTRY-AVERAGE HOURLY RATES IN 
SELECTED OCCUPATIONS, FEB. 1934.-Concluded 

Adult Youths 
males and boys 

Occupation and Province 21 years under 21 
. and over 

Knit GoocJ.-Con. ...18 cents 

Sewers and Seamera 
Ontario. .••.••....•••...••...•......••..•......•• 34.7. . .•••....•.. 

~~7ima~ek::::::::::::::::::::::::::::::::: ...... ~~:~ ....... ~~:~~. 
Nova Scotia .....•...............•........................•......•....... 
Manitoba ...•.................•..•.. _ •.•••...•..................••....... 
Alberta ............•....•.•.•..................•...•......•......•....... 
British Columbia .....••.........•.•......•..•.•......•.......•..•.•••••. 

Foreman and Foreladies 
Ontario........... .•... .•....•... .••..•. ••. .••.•. 60.89 14.05 
Quebec.. .•.....•............ .....••....•....•.•. 60.19 ..••••...... 
New Brunswick............... ...... .... ........ 58." ........... . 
Nova Scotia........ .•... .••. .•••.•••...•.•.. .••. 55.92 ...••....... 
Manitoba.~............. ••••.• .•........ .••....•. 68.84 ....••...•.. 
Alberta .•.........•••...•....••..•.•...••......•..•..•.•........••....•.. 
British COlumbia... ............................. 16.27 ........... . 

Adult Girls 
females under 
IS/ears 18 years . 
an over 

... 18 centa 

27.64 19.69 
20.41 14.60 
18.60 ....... ii:7a 22.84 
24.49 . ...... ia:iu 22.02 
30.60 21.02 

38.74 27.67 
32.91 .. .......... 
20.9 • ............ 
60.82 .. .......... 
35.51 ............ 
41.67 . ........... 
36.00 ............ 



TABLE Si-H08IERY AND KNIT GOOD81NDUSTRY-FREQUENCY DIBTRmUTION OF WAGES PAID BY FIRMS PAYING LESS THAN THE AVERAGE 
FOR THE PROVINCE, liM 

HOIDB"!' MAlfUJ'ACTUBIIB8 

Good ..... 
Ouw!w. M:cMurehy 101. Beaumont, Dominion Rouville HOIiery Milia, Nicolet 1. O. Field Canadian 
Knitt' , & Co'l GleDn Williaml, OloveCo., Knittiaa Co •• St. Anne de Ie. KnittiDI Co •• &: Son, Silk Produots. 

loliet .. ~. HuttoDville, O.~ Beebe, Que. Marieville, Que. Perade. Que. Niooiet, Que. Taviatock.Ont. Ltd., 
ODt. Sherbrooke,Que. 

Hal. Femal Hal. Femal. Hal. Female Hal. Female Male Female Male Female 
I--

Male Female Male Female Mal. Female 

I 1.01 to 12.00. ....... ........ 1 ....................................................................................................................................... . 
2.01 to 8.00........ ........ ........ ........ ........ ... ..... ........ ........ ........ ........ 1 ....................................................................... . 
8.01 to 40.00...... .......... ........ 1 ....................................... , ........ ........ ........ ........ 26 ........ ........ ........ ........ 6 
•. 01 to 6.00. .......... ..... ........ 8 ........ ........ ........ ........ ........ I 1 ........ ........ ........ I ........ ........ . ....... 11 ..... "S. 
6.01to •. OO •••••..••....•.. l 2 1 ..•..... 11 ........ 8 82 ••.••....•••••.•••••••••••.•.•.•••••. ·12 
(1.01 to 7.00................ ........ ........ I 1 1 ........ ........ f, 8 1 1 1 11 ........ :::..... 6 12 
7.01 to 8.00...... ......•... 1 6 ........ ..•.•... .•...... 1 1 1 8 • ........ ........ , ........ ........ 40 16 
8.01to •. 00 ................................ 2188 ........ 40 ........ 18 ........ ' , ........ 38240 
'.01 to 10.00...... .......... ........ ........ ........ ........ ........ 10 I , 1 ........................ I I ........ I e 2D 

10.01 to 11.00................ 1 1 • , ........ a.... ... 1 8 2 ........ 1 1 1 1 16 10 81 
11.01 to 12.00........... ..... ... ..... ........ 1 I .. ...... 7 . 2 8 1 I ........ 1 ........ • . ... 1 8 fO 
12.01 to 18.00................ ........ ........ 1 , 8 I ........ ........ .•...... 1 ........ ........ , • :.:.:... 5 12 n 
13.01 to If.OO................ ........ ........ ........ ........ " 8 ........ ........ I I ........ ........ 1 ........ 1 8 8 If 

J U~ •••••.••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••.••••••••••••••••• H' ........1.'.;: 
7 n " n n~--.--.-I~~--I-.~--M-~~--~-~~ 

Norma1 workina: bonn per week, 
all employeee. ................. 66 66 66 GO 66 .ot 66 66 62 

AVera&e ra .. per hour •• U em· 

A:!:!'ce:e~~ 'per' h01ir ';or'iJUj ".00 IUS 20." 18.340 18.80 IUO 1 .... a 33.56 ...... 
ProviDOe ...................... 23.05 81.(13 81.01 18.05 18.05 17.85 27.05 81.10 27.96 

Av--.e Weekly FoU·1ime 
eanunp ....................... IU6 110.eo 111.08 1'1.17 IIO.M 18.18 1'1.0< 112.96 113.15 

80ur0e-Auditor'. nport,t. 
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TABLE 88.-AVERAGE HOURLY RATES OF ALL FACTORY WORKERS (EXCLUDING 
~UPERINTENDENT". FEBRUARY .1934 

Adult Youths Adult 
All mal .. and boys females Girls -- employees 21 years under 21 18 years under 18 

and over y .... andover years 

cents cents cents cents cents 

Thread and cordage--
Ontario ••••••.••••.•••••••••••••.••• 35.23 37.21 28.78 26.07 23.19 
Quebec ..•...........••...•.•....... 32.79 42.32 28.77 28.26 15.28 
Nova ScotUl .••..••..••••... _ ••..•.. 31.77 32.26 20.00 31.47 ............ 

AU provinces ......•••....••. 34.01 39.08 27.27 27.46 21.95 

B ......... te. batting and wadding, tents. 
awninga, etc.-

Ontario ..••.............••..•••...•. 32.91 35.93 21.19 26.92 22;63 
Quebec ...........•.•.......•....... 33.11 40.68 19.17 24.76 14.00 
Manitoba .•.........•...•..••.•....• 41.S1 63.S9 ........... . 33.11 ............ 
Alberta ......................... : ... 50.65 60.51 ............ 36.02 . . . . . . . . . . . . 
British Columbia •••...•...••...•••. 40.51 04.88 ............ 31.50 ............ 

AU provincea .......••...•... 34.S9 39.55 20.42 28.19 19.72 

Specialty fabrit'8-
Ontario ...•••...•....••••.•.•.•.•... 36.09 39.39 23.36 29.09 22.78 
Qu.bec ............................. 23.65 26.49 IS.61 17.63 14.96 

All provinces .•••....••...•.. 30.60 33.S6 20.79 23.92 IS.78 

TABLE S9.-AVERAGE RATES OF PAY ACCORDING TO SIZE OF MILL 

Thread and COTdage-

Mills 
Employ

ment 
ratio 

No. Per cent 

Average hourly 
rates ot P.&Y 

Feb .. 1934 Feb .. 1933 

Lese than 25 workers ..••..•.••......•.......•............•.•.....•.............................•• 
25 to IOOworkers................................ 4 24.2 34.17 36.69 

100 to 200 .. 
200 to 300 " ::::::::::::::::::::::::::::::: .. • ...... 2 .... · "45:0:" .... '3s:0i" .... 'u:ii" 
300 to SOD CI ............................... 1 29.9 32.31 32.03 
Over 600 workers... . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . ...............•.................. '. . .•......... 

Tota1a .................................. . 
Bags, waste, batting and wadding, tenw. awnings, 

etc.-

7 100.0 34.01 34.13 

I .. ess than 25 workers......... . .. . . . .. . . .•. . . . . .. . 12 37.13 31.83 33.06 
25 to 100 workers ................................ 1 __ ---,1:-:2_f_-:-:c72:-.S:-:7:--1_-:36:-.-::03.,.....I_-:35-::-:.S-::0_ 

Tota1a................................... 24 100.00 34.S9 35.16 

Specialty rabri~ 
Less than 25 workers............................. 1 0.7 32.89 37.96 
25 to 100 work.rs....... .... ...... .............. 3 27.6 27.25 >8.33 

l00to200 jj ............................... 2 41.9 27.0Z 27.16 
200 to 300 '.. ................................ I 29.S 3S.68 37.02 

~---I---~-I--~~~~~ 
Tota1a................................... 7 100.0 30.60 30.73 
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TABLE 9O.--8EX AND AGE DISTRIBUTION OF WAGE-EARNERS, FEBRUARY, 1934 

Adult Youths Adult Girls 
Employ. 

mant 
males and boys Cemalee under 18 ratio to 

21.r:::: under 21 18 years yean total 
an over yee.rs and over "",up 

Thread and cordage--
percent Pt'l' cent _cent percent percent 

Ontario ..••••.....•••••••••• ~ .••.••. 68.2 2.8 28.3 0.9 63.S 
Quebec .....................•....... 32.8 O.S 66 .• 0.2 37.7 
Nova Scotia ...............••....... 89.0 3.8 7.2 ............ 8.8 

All provincea ..............•. 68.7 1.9 40.8 0.6 100.0 

Bags, W88te, batting and waddiDg, tents, 
awningll, etc.-

Ontario .....................•....... 68.7 2.8 27.8 0.7 60.9 
Quebec ............................. 04.0 3.1 42.2 0.7 27.8 
Manitoba ...................•.....•. 41.9 ............ 68.1 . ........... 17.0 
Alberta .....................•....... • 9.7 ............ 40.3 . ........... 0.8 
British Columbia ................... as.S ............ 61.S . ........... 3.S 

All provinces ............. ' ., 68.9 2.3 as.2 0.6 100.0 

Specialty Cabrica-
Ontario .............•••.....•....... 7i-5 U 22.4 1.5 OS.8 
Quebec •.•...........•......•....... 67.8 6.9 23.4 1.9 44.2 

AU provinces ........•....... 69.8 •. 7 22.8 1.7 100.0 

THE STATUS OF THE WAGE-EARNER IN RETAIL TRADE 

There was an average of 166,001 full time male employees in retail stores 
in Canada during the year 1930 and 72,682 females, according to the Census of 
Merchandising. Part-time employees averaged 23,526 for males and 13,250 for 
females throughout the year. In spite of this large number of hired employees, 
there were also 125,169 proprietors or firm members actively engaged in retailing 
in the same year. . 

The average number of full-time employees working in independent (includ
ing voluntary chains) , chain and department stores is shown in Table 91. Of the 
166,001 full-time male employees, almost 119,000, or more than 70 per cent, 
were employed in independent stores. Slightly less than 50 per cent of the female 
employees, however, were engaged in the same type of store. In other words, 
more than half of the female workers are employed in either chain or depart
ment stores (including mail: order houses). Chain stores employed, on the 
average, 29,075 full-time male employees and 12,418 females, whilst. the depart
ment stores (including mail order houses) had 17,964 males and 24,199 females. 



~ TABLE 9t.-RETAIL MERCHANDISE TRADE-AVERAGE NUMBER OF FULL-TIME EMPLOYEES, BY GEOGRAPHIC DIVI8 ONS AND BY 
~ TYPE OF STORE, 1930 

lndep4!ndents, elclullive 
of Department Stores 

Geographic Divisi.on 
Number 

of Male 
store8 

CANADAl, ....•••. ,' •...•.••.•••.•. 116,379 118,962 
:rfaritime Province., ........ ....... 11.331 8,393 
Quebec ....... ' .................... 32.570 34.673 
Ontario .......................... . 39.715 44,589 
Prairie Provinces ....... ........... 23.928 20,942 
British Columbia . ................ 8.786 10.327 

'Including YUKon and Northwest Territories. 
Source: Dominion Bureau or Statistics. 

Female 

36,065 
3,565 
9,326 

14,638 
5.604 
3,025 

Chain Store., exclusive 
of Department Store Chaw 

Number 
Total oj Male Female 

stores 

155,027 8,476 29.075 12.418 
11,958 398 1,34t 740 
43.999 1.698 '.210 3.383 
69,127 3,269 12.251 6,824 
26.546 2,340 5.654 1.556 
13.352 690 2,439 913 

Department Swrea 

Number 
Total of Male Female Total 

.to .... 

41.493 148 17,964 24.199 42.163 
2.064 20 9:10 1,239 2,165 

10,593 18 3.202 5,106 8,308 
18.075 61 7.287 9.695 16.982 
7,210 24 4,640 5.584 10.224 
3,352 25 1.909 2,076 4.484 



TABLE 92-RETAIL MERCHANDISE TRADE-NUMBER OF FULL-TIME EMPLOYEES BY SIZE OF BUSINESS 
CANADA, 1980 

(All kind. 01 buolne .. oomblnad) 

Ful~tim. omployeoa 
Average - Number Net S.I •• (.) Number of Per cent Per cent 

of stores (19aO) -- employees of total of total 
Male Female per 8tore employees stores 

CANADA, TOTAL .... ........•............................. • 123.839 2,681,204,000 161.975 71,083 1.88 100.00 100.00 

Leas than 15.000 ... ..................................... ' 47,532 95.355.000 6.789 2.416 .17 3.62 38.38 
15.000-$ 9,999 ......... _, ......... , .. ........ ....... 22.548 159.461.000 10,694: 4,112 .66 6.35 18.21 

"0.000-' 19.990 ...................................... 23.438 328,605,000 22,565 7,119 1.27 12.74 18.93 
120.000-' 29.990 ....................................... 11,583 278.575.000 18.405 5.076 2.0.1 10.08 19.35 
"'0.000-' 49.999 ...................................... 9.431 356.729.000 22,699 6,623 a.11 12.58 7.52 
1.10.000-' 99.999 ...................................... 5,979 407. a05. 000 24.864 8.254 5.54 14.21 4.83 

.,00.000-.,99.999 ...................................... 2,145 288,712,000 16,555 6,696 10.84 9.98 1.73 
1200. 000-1200.099 ...................................... 545 130.651.000 6,973 2,955 18.22 4.26 .44 
1300.000-$499.990 ...................................... 388 144,308,000 1.439 2.857 26.54 4.42 .31 
1500.000-1999.990 ...................................... 164 109.514.000 S,614 2,0.55 46.76 3.29 .13 

SI, 000. 000 Of over . ...................................... 86 382,018,000 20.378 22.920 503.47 18.58 .07 

Per oont 
of total 

sales 

100.00 

3.66 
5.95 

12.26 
10.30 
13.30 
15.19 
10.77 
4.87 
5.38 
4.08 

14.26 

~ o 
~ 
t'< 

~ 
t;; 
f!l 
~ 
~ 

(I) In eome instanoea only the Bet sales for a group of store8 were reported iBatead of the volume of bUlmeN for each unit. The figures I' such establishments have ~1>1'" 
not been included in thi8 table.' ..... 

Souroe: Dominion Buroau of StatiatiOl. 
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As more than half of the retail stores in Canada had sales of less than 
$10,000 per annum, it would be expected that the greater part of the employees 
would be found in the larger stores. The relative proportions of full-time 
employees by size of business are shown in Table 92. As some chain store 
companies were unable tq furnish details for each of their units, the number of 
employees shown in this table is slightly less than the total number. There was 
an average of slightly less than two employees per store, but more than 75 per 
cent of the stores employed less than the average number. It is not until a store 
is doing more than $10,000 per annum that the services of a full-time employee 
are required in addition to those provided by the owner himself, and not until 
sales exceed $20,000 are two full-time employees required. The consequence 
is that less than 10 per cent of the retail workers are employed by stores with 
annual sales of less than $10,000, approximately 50 per cent are employed by 
stores with annual sales from $10,000 to $100,000 and, roughly, 40 per cent 
by stores with sales of more than $100,000, although the latter formed less 
than 3 per cent of the total number of establishments. There were 86 stores 
with sales of $1,000,000 or more in 1930 and these employed 18· 58 per cent 
of the total number of workers, an average of more than 500 workers per store. 

TABLE 93.-RETAIL TRADE-AVERAGE ANNUAL EARNINGS AND AVERAGE WEEKS 
EMPLOYMENT OF WAGE-EARNERS FOR THE CENSUS YEAR 1931 

MA ... F'DI ..... 

- Weeks Weeks 
Eaminp em· Eaminp em-

ployed ployed 

I I 

Retail trade ......................................... 1.043 45.82 105 46.19 

Selected. trades-
Clothing and furnishings, men's ... ............... 1.091 «.SO 621 45.31 
Clothing (including millinery), women's ...... .... 1,110 45.99 627 «.21 
Drugs and toilet preparations . ................... 976 46.78 592 47.65 
Furniture and house furnishings . .•............... .1.312 45.95 737 48.08 
General and departmental ....................... 1.222 47.22 659 46.06 
Groceries. meats, poultry and fish ......... ....... 781 45.19 514 47.20 

SOUBCJ:: Dommlon Bureau of StatistiCS. 

As wage figures for the Census of Merchandising relate to both male and 
female employees, a clearer picture of average earnings in retail trade can be 
secured from the Census of Occupations, where separate data are available for 
male and female wage-earners. The term "wage-earner," as used in the Census, 
means any person who works for salary or wages, whether an executive, manager 
or clerk. The Census of Occupations figures for retail trade relate, therefore, 
to all classes of employees engaged in this industry. In Table 93 are shown the 
average annual earnings and weeks of employment for all male and female 
employees reported as engaged in retail trade in Canada during the twelve months 
preceding June 1st, 1931. This table also gives the same details for certain 
leading retail trades. From this table, it will be seen that the average annual 
earnings for all classes of male employees were $1,043 and for female employees 
$605. Male wage-earners averaged 45 -82 weeks of employment in the year, 
while the average for females was 46·19 weeks. 

Of the kinds of business shown, furniture and house furnishings were highest 
in average earnings, with $1,312 for males and $737 for females. Groceries 
and meats were lowest, with $781 for males and $514 for females. 

Average weekly earnings from the Census of Occupations are shown in 
Table 94. Weekly earnings are the average for the period of employment and 

97181-201 
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thus must be oonsidered in the light of extent of unemployment whioh has to be 
borne. For Canada as a. whole, the average weekly earnings for all classes of 
male wage-earners in retail tra.de was $22.75 and for females $13.09. As the 
Census of Occupations has a separate classification for managers and floor
walkers (practically all of whom are engaged in retail trade), a set of averages 
has been computed for employees in retail trade other than managers and floor
walkers. The average on this basis is $20.38 for males and 512.96 for females. 
Unfortunately, it was possible to make this calculation only for retail trade as 
a whole-therefore the average weekly earnings for selected kinds of business 
relate to all classes. Again, it will be found that the average earnings are lowest 
for gJ:ooeries and meats in the case of both male and female employees, with 
drugs and toilet preparations slightly higher. 

Manitoba has the highest average earnings for males in retail trade and 
Prince Edward Island the lowest. For females, Alberta has the highest average 
earnings. Figures were available for Montreal and Toronto and averages for 
these cities have been included in Table 94. In genera!, it may be said that 
average weekly earnings sre lowest in the Maritime Provinces and Quebec and 
hi¢lest in Ontario and the Western Provinces. 

TABLE N. RETAIL, TRADE-AVERAGE WEEKLY EARNINGS OF WAGE-EARNERS. BY SEX, FOR THE 
CENSUS YEAR 1U). 

Retail Selected Tndea (allooeupatioDl) 
Retail Trade en-

Distriet ""de cludinc Cloth' Clothiq Drop and Furniture G ... "" Grooeriea, 
(aU :!:rw.=r and F':!. (includ~ Toilet and HOUMI and M .. ~ 

t:radel) niahblp, millinerr Prepara-- Furnish-
n .. _ 

Poultry 
W""",,, Men's Womene tiou hlP mental and fib ------ ---

M./U- S S S S S S S S 
Canoda ........................ 22.75 ".38 24.S7 M.tl .... 86 .. ... ..... 1728 

PriDae Edward r.taad. ...•. 11.68 15.ge 18.49 - J8.1H1 21.M 17.68 12.67 
Nova Scotia ........•...••. 19.21 17.31 19.fO ..... IlIUM 21.49 18.153 16.11 
New Bnmnrick ....•....•. 11.11 18.70 21.74 21.315 19 .• .. ... 23.1' IS .• 

8~=::::.::::::::::::::: 20.53 18.62 Zi.71!i 22.)9 18.12 ".30 21.26 15.74 ..... 21.48 26.80 28.31 22.36 26.49 28." 18.82 
Manitoba ..........•.•.•••. U.S! 21.82 ".27 .... 18."" ".i50 ..... 11.12 
Saskatchewan ...•.•.•.•.•. ..... 20." 24.17 .. .. ..... .. ... .... 18.02 
Alberta .........••.•.•..•.. ..... 2t.tv 28.01 .. ... ..... 15.32 ..... 18.78 
BritiAb Columbia ......••.• 22.90 20.97 M.82 21.71 ..... ".00 ..... 18.77 

Montreal ......•.•.•••• 20." UI.27 23.61 ..... 18.42 ".73 2-&.68 18.01 
Toronto ............•.• ..... 23.31 27.77 ..... ".73 27." 8UB .. ... 

"emalfl1--
Canoda ........................ 18.OD 12.fl8 13.71 14.19 12.00 14.68 13.14 10.88 

Print!O Edward bland ..... .... . ... 8." 13.38 11.41 11.64 SI.14 .... 
NoVl\ Scotia ............... 10.22 10.08 10.38 11.215 11.51 12.00 IHI 8.87 
New Bl'UlUlwick' ..••.••.•. 11.83 11.28 U.JO 11.39 D.71 12.sa 11.66 .... 
8~=:::::.:::::::::::::: 11.'16 11.81 12.M 13.17 11.22 13.&8 11.18 10.07 

13.85 13.71 14.g1 14.7\'1 lS.5Q 1&.63 14.13 11.48 
Manitoba ...•..•.•••.•.•.•• 13.78 \3." 13.30 1f.40 ]2.82 14.90 13.73 10.&& 
&8katmewan .....•......• 13.14 13.68 UUi" 15.m 12.1" 13.33 13,41 12.01 
I\Jherta ..... " .. , ••• , ...•.• 14.01 13.90 18.01 15.65 13.66 14.28 13,58 11.81 
DritilL Columbia ... , .. , •.• 13. '16 18.84 15.31 18.18 13.33 15.DIS 18.42 12.21 

lloutnlal ..• , ....•. , ••• 12.81 12.M 12.M 13." 12.26 15.31 12.05 11.1. 
'J"Ol'Onto., ••••••••••••• 16.56 16.3D 11.D 15.52 IS." 11.15 16.48 If.23 

"-,,.' 

Souaa: DominlOA Bureau of StatietlCl. 

It must be borne in mind that not only do the average earnings figures 
relate to all classes of employees (with the one exception noted abovel, but 
that they cover the year ending June 1st, 1931. Since that time wage rates 
have, undoubtedly, declined, although not in any uniform manner. It is, there
fore, impossible to say what would be the average weekly earnings in retail 
trade during 1933 or 1934. Female employees, in a number of provinces, come 
under the jurisdiction of Minimum Wage Boards, and the minimum wages for 
such employees are, therefore, administratively set. Table 95 has been con
structed from figures contained in the annual reports of the Ontario Minimum 
Wage Board and shows the distribution of female employees according to weekly' 
earnings for those firms furnishing such information. The proportion of female 
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employees in retail trade in Ontario covered by such reports is probably about 
one-third. In 1930, slightly more than 35 per cent of the employees reported 
were earning less than $13 per week; by 1933 the proportion was in excess of 
61 per cent. Less than half of the female employees reported in 1930 had earn
ings of less than 514 per week, whereas in 1933 more than 75 per cent were in 
this class. On the other hand, the proportion earning less than. Sll per week 
had only increased from 11'55 per cent in 1930 to 16·46 per cent in 1933, show
ing that the wage reductions were more severe for the higher paid employees. 

TABLE 95.-RETAIL ~TORE~FRF.QUENCY DISTRIRUTION OF FEMALE EMPLOYEES, 
BY RATES OF WAGES, ONTARIO, 1930 AND 1933 

1930 1933 
Weekly Rate of Wages 

Per cent Cumula.tive Per cent rumulative 
of total Percentages of total Percentages 

lOO.CO 100.00 

Undl"rS7.00......................................... .03 .03 .1~ 
S 7.00-$ 7.99....... .......... ...... ..... .......... .28 .31 .74 
S 8.00-$ 8.99.................. .................... 1.63 1.94 1.65 
S P.QO-$ P.""..... ............. .... ...... .......... 3.94 4.118 4.97 
SI0.OO-SIO.A9........ .............. ...... .......... 6.57 11·55 8.92 
$11.00-$l1J~9 ............................... '.'.',. 5.90 17.45 10.39 
~12.00-$12.99................................. ..... 17.88 35.33 M.54 
~13.QO-$I3.99................... ...... ............. 10.37 45.70 13.87 
Sl4.QO--$14.99....... ........... ......... ...... ..... 9.57 55.27 6.78 
$15.00-SUL99...................................... 11.66 66.03 5.66 
116.00.$17.99...................................... 12.74 79.67 6.41 
118.00-$19.99.................. ..... ............... 8.68 88.35 3.09 
120.00-121.99.................. ........... ......... 4.76 93.11 1.10 

.IS 

.92 
2.57 
7.54 

16.46 
26.R5 
61.30 
75.26 
82.04 
87.70 
04.11 
97.20 
98.30 

$22.00 nnd ov.r .................................... I-__ 6_.S_9_f·_·_ .. _·_ .. _·_.·_·_·I __ I.:.,._70:...-r:..:.: .. .:...:.: .. .:...:.: .. .:.. .. :.:. 

Total number of employees.............. 11.199............ 10.792 

80URCB: Reports of the,Qntario Minimum Wage Board. 

TARLE 96.-MERf'ANTILE TRADE~RELATIVE PROPORTIONS OF FEMALE EMPI.OY
F.E~ RECEIVING MINIMUM WAGE. LESS THAN MINIMUM AND MORE THAN 
MlNnmM IN ONTARIO AND RRITISH COLUMBU, ACCORDING TO THE REPORTS 
OF THE MINIMUM WAGE BOARDS, 1933 

Per cent Per cent Per cent. 
Receiving 
less than 

Receiving 
Minimum 

Receiving 
more than 

Province Minimum Wage for Minimum 
Wage for Experienced Wage for 

Experienced Work Experienced 
Work (approIimate) Work 

Ontario (Cities 30,000 and over, including Toron'kl) ......... 10.64 42.57 46.79 

British Columbia •.........••...•.•..................•.••.. 27.00 40.81 32.19 

Non.-A much higher 'proportion of female employees in retsil trade is covered by the reports lor 
British Columbia than by those for Ontario. This factor may influence the relative distribution. 

DEPARTMENT STORES AND MAIL ORDER HOUSES 

The department stores and mail order houses are among the largest 
employers of labour in the retail field. Slightly more than 10 per cent of the 
full-time male employees and almost one-third of the female employees covered 
by the Census of Merchandising were reported by department stores or mail 
order houses. These establishments provide opportunities for both experienced 
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and inexperienced workers and for youths as well as mature persons. While no 
figures are available on labour turnover in retail trade, it is reasonable to assume 
that the rate is fairly high, particularly in the case of young female employees. 

While the shopping public comes into contact chiefly with the sales clerks, 
the complex organization of the modem department store necessitates the employ
ment of many persons in non-selling activities. In the larger stores there are 
generally as many non-selling female employees as sales clerks and from two 
to three times as many non-selling male employees as sales clerks. 

Toronto.-The distribution of store employees in the two Toronto depart
ment stores is given in Tables 97 (1) and 98. The figures relate to April, 1933, 
in the case of the T. Eaton Company, Limited, and January, 1934, for the 
Robert Simpson Company, Limited. Table 97 shows that none of the sales clerks 
in the T. Eaton Company were receiving less than $10 per week, but 

TABLE 97.-THE T. EATON COMPANY LIMITED. TORONTO STORE 

FBlIQu~NCY DlSTJUBtrTION or STou EMPLOTEBS (FUI.IA'DIII) AccORDING '1'0 WUltLy RATa 0' WAGIS
APBIL 1933 

(Excluding management, restaurant and mail order employees) 

Female Employees Male Employees 

Weekly Rate 01 W ..... Total Total 
Sales Clerks Store Salea Clerks Store 

Employees Employee8 

Per cent Per cent Per cent Per cent 

UnderSlO.OO......................................... ............ 1.7 
510.00--$12.49..... ..... ........... .... ...... ........ 1.7 4.4 

....... Tli' 2.4 
S.4 

512.5()-$12.99.......... .... ..... .... ....... ......... 67.0 50.0 3.0 5.8 
13.00- 15.99.... ......... ...... ..... ...... ......... 15.6 27.3 22.3 12.3 
16.00- 18.99........ .... ....... .... ..... ........... 11.8 10.3 16.6 18.2 
19.00-- 21.99....................................... 1.4 2.3 29.7 30.3 
22.00- 25.99....... ..... .......... ..... ..... ....... 1.5 2.4 17.1 13.7 
26.00- 30.99....................................... .4 1.1 5.3 7.4 
31.00-- 40.99....................................... .6 .5 3.8 4.0 
41.00-- 50.00 ....................................... 

1 
•. _ .. _._ .. -.. -.-·.-·11-.-··-.. -·-.. -.·-·-·1----1-----.3 .5 

Tote!. ......... _ -........................ 1 ___ 100_.0-1-__ 1_00_._0_1 _____ 1 ___ _ 100.0 100.0 

l.·otalnumberofemployeea......... ..... ............. 1.200 2,989 637 2,949 

-Excluding Commissions. 

(1) Unleu otherwiH Rated, the tables in thil memorandum have been hued. on the reporill 
of the auditon to the Commiuion. 
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TABLE lillo-THE ROBERT SIMPSON COMPANY LIMITED, TORONTO STORE 

F1mQUBNCT DISTllIBUTIOl'f OJ' &roB. EMPLOTDB (FuLL 'mO:) AccoRDING TO WZBICLT RADS IN WAGU 
JANUARY 1934 

(EzcludiDg management, restaurant &lid mail order employees) 

Weekly Rate 01 Wages 

Female Employees 

Sal .. 
Clerks 

Total 
Sto ... 

Employees 

Male Employees 

Sal .. 
Clerks 

Total 
Store 

Employees 

Per cent Per cent Per cent Per cent 

UnderSIO.OO........................................ .5 3.8 1.5 4.8 
$10.110-$12.'9............. .......................... 1.1 3.3 6.' 6.3 
$12.50........ ....................................... 51.1 50.0 1.8 1.3 
13.00- 15.'9....................................... 29.7 27.0 10.6 8.3 
15.50- 18A9................... .................... 11.2 9.7 19.0 23.0 
18.50- 21..D.... ............ ....................... 2.2 2.1 20.6 27.8 
21.50- 25 .• 9................................. ....... 1.9 1.9 12.9 9.9 
25.50- 30 .• 9................... ........ ............ 1.1 1.2 17.2 10.3 
30.50- 35 .• D.......................... ............. .7 .5 '.6 :1'.3 
35.50- 4OAD....................................... .3 .3 3.5 3.1 
40.50- 45 .• D.... ................................... .2 .1 1.2 1.1 
45.50- 5O .• D...... ......................... ........ ............ ............ .5 .6 
50.50- 6O.'D........ ........... •............ ....... ............ .1 .2 .6 
60.50- 75.00.......... ...................... ....... ............ ............ ............ .5 

Over $75.00............................. .. .......... ............ ............ ............ .1 

Total........ ................... ......... 100.0 100.0 100.0 100.0 
r-~~I-~=--I-~=+--~ Total number or employees... .•.........•........... 886 1.569 605 1,40S 

that 1·7 per cent of all female store employees and 2·4 per cent of all male 
employees received less than $10 per week. In the case of the Robert Simpson' 
Company, 3·8 per cent of the females and 4·8 per cent of the males received 
less than $10 per week. As the minimum wage for female employees in Toronto 
department stores is $12.50 per week, the bulk of the female employees is grouped 
around this figure. Sixty-seven per cent of the Eaton female sales clerks and 
51 per cent of the Simpson female sales clerks received the minimum wage. If 
commissions were included the proportions might be closer. For all female store 
employees, the proportions are, roughly, the same, although the slight differences 
in the class intervals prevent a direct comparison. Cumulating the percentages, 
we find that 56·1 per cent of Eaton female store employees and 57·1 per cent 
of Simpson female store employees received less than $13 per week. Again, 
83·4 per cent of Eaton female store employees received less than $16 per week, 
while 84·1 per cent of Simpson female store employees received less than $15.50 
per week. . 

In the case of male sales clerks, we find that in Eaton's 27·2 per cent 
received less than $16 per week and in Simpson's 20·3 per cent received l~ss 
than $15.50 per week. These figures indicate a much higher average wage 
for male than female employees. More than half of the male' store employees 
in both Eaton's and Simpson's received more than $19 per week. 

M ontreal.-Wage rates in department stores in Montreal were considerably 
lower than in Toronto. Information for four companies is given in Tables 99 
and 100. The proportion of female clerks receiving less than $10 per 
week ranges from 54·0 per cent for Dupuis Fwes to 4·9 per cent for the 
T. Eaton Company. The percentages of all female store employees receiving 
less than $13 per week (including those receiving less than $10) were 90· 7 per 
cent for Dupuis Freres, 69·4 per cent for Eaton's, 59· 6 per cent for Simpson's 
and 56·3 per cent for Ogilvy's. 
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TAIlLE UU.-DEPARTMENT STORES-MONTREAL 

Frequency Di.tributioD. of Female Store Employees (Full_time) According to Weekly Ratf.& OJ 
W .. geo 

T. Eaton Co. Ltd .• 
O.t.1933 

R.Sim=.nCo. 
Ltd., an.1934 

Weekly Rate of Wages Total Total 
S&1e. Store Sale, l Store 

Clerko Em- Clerk. Em-
ployees ployees 

% % % % 
Under $10.00 .............. 4.9 18.0 14.0 23.5 
SI0.()O-$12.99 ............. 69.5 51.4 41.3 36.1 
SI3.()O-$14.99 ............. 15.7 16.3 19.4 17.0 
SI5.()O-$17.99 ............. 4.9 7.0 14.0 12.2 
S18.00--a20.99· ............ 1.8 2.7 4.7 4.2 
$21.00-$29.99· ............ 2.6 4.0 5.8 5.4 
$30,_.99· ............ .4 .4 .4 1.4 
135.00-$39.99· ............ .2 .2 .4 .2 
$40.00 and over-, ......... ......... ...... ... ......... ......... 

Total ........... 100.0 100.0 100.0 100.0 

To~ number of employees 534 1.102 278 425 

-The following olasses were used for the T. Eaton Co. Ltd: 
SI8.()O-$19.99 
$20. ()()-i30.49 
S30,~15.49 
$35.50--$40.99 
141.00 and over. 

Dupuis Frl!"", 
L~8. Jan. 1934 

Total 
S&1e. Store 

Clerko Em-
ployeea 

% % 
54.0 56.6 
38.5 34.1 
2.8 3.6 
3.8 4.2 

.9 1.2 ......... .3 ......... ......... 
......... ......... 

100.0 100.0 

213 331 

TABLE lOO.-DEPARTMENT STORES-MONTREAL 

J ... A. Ogilvy. 
Ltd., Jan. 1934 

Total 
S&1e. Store 

Clerko Em-
ployees 

% % 
16.4 21.0 
32.8 29.3 
19.8 14.8 
16.4 17.1 
12.9 9.5 

1.7 1.8 ......... .5 ......... ......... 

100.0 100.0 

116 222 

Frequeney Dietribution of Male Store Employees: (Full-time) According to Weekly Rates of 
Wages 

T. Eaton Co. Ltd., 
Oot.1933 

R. Simpson Co. 
Ltd., Jan. 1934 

Weekly Rete of W ..... Total Total 
Sales Store Sales Store 

Clerks Em- Clerks Em-
ployees ployeea 

% % % % 
Under 110.00 .............. .8 7.7 4.3 14.4 
'1O.()O-$12.99 ............. 11.1 12.0' 11.7 8.6 
SI3.()O-$14.99 ......... ,' .. 11.0 13.4 2.2 4.1 
S15.()O-$17 .99 ............. 29.0 27.8 29.0 16.7 
IJ8.()()....-f20.90· ............ 24.0 18.3 , 19.4 28.5 
121.f'IO--$29.90· ••.••...•.•. 20.9 17.6· 17.2 16.3 
$30. ()()-i34 . 99' ............ 2.8 1.5 4.3 3.6 
135.0D-$39.90· ............ .4 .9 9.7 6.3 
140.00 and over· .......... ......... .2 2.2 1.5 

Total ...... ,.," 100.0 100.0 100.0 100.0 

Totnlnumber ofemployeea 264 914 00 221 

·The following classes were ueed tor the T. Eaton Co. Ltd.: 
$18.()O-$19.99 
$20.00-$30.49 
$30.5~5.49 
$35 . 5C).440 , 99 
"1,00 and ovor. 

Dupuis FNres 
Lt6e. Jan. 1934 

J ... A. Ogilvy, 
Ltd., J ... I934 

Total Total 
S&1es Store Sol .. Store 

Clerk. Em- Clerks Em-
ployees ployeea 

% % % % 

7.3 12.2 6.8 4.2 
9.1 12.1 13.6 15.9 

12.7 10.0 6.7 9.8 
20.0 18.0 20.3 22.6 
30.0 28.5 20,3 17,7 
15.5 14.2 27.2 23.8 
3,6 2.5 3.4 3.0 

.9 2.1 1.7 3.0 

.9 .4 .. ..... ,. ......... 
100,0 100,0 100.0 100.0 

110 239 59 164 
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In the case of male store employees, we find from Table 100 that the 
percentages receiving less than $10 per week ranged from 14·4 per cent for 
Simpson's to 4· 2 per cent for Ogilvy's. The percentages of total male store 
employees receiving less than $15 per week were 34'3 per cent in Dupuis Freres, 
33· 7 per cent in Eaton's, 29·9 per cent in Ogilvy's and 27·1 per cent in Simpson's. 
The proportions receiving $18 or more a week were 38· 5 per cent for Eaton's, 
47'5 per cent for Ogilvy's, 47'7 per cent for Dupuis Freres and 56·2 per cent 
for Simpson's. 

Winipeg.-In Winnipeg, as in Toronto, no female sales clerks in Eaton's were 
receiving less than $10 per week. Table 101 shows that 2· 8 per cent of all female 
store employees in Eaton's and 7'2 per cent in Hudson's Bay Company received 
less than S10 per week. The percentages of all female store employees receiving 
less than $13 per week (including those receiving less than $10) were 42·0 per 
cent in Eaton's and 49·7 per cent for Hudson's Bay Company. 

Four per cent of all male store employees in the Hudson's Bay Company 
received less than $10 per week, but only 0·2 per cent of Eaton employees 
were in this class. In Eaton's, 56·6 per cent of all male employees received $22 
or more per week, and 41·4 per cent of the employees in Hudson's Bay (if the 
unclassified workers are included in this group). 

TABLE t01.-DEPARTMENT STORES-WINNIPEG 

Frequency Distribution of Store Employees (Full-time) According to Weekly Rates of Wage. 

Female Employees Male Employ-ees 

T. Eaton Co. Ltd .. Hudson'f:j Bay Co" T. Eaton Co. Ltd .. Hudl=Oo's Bay Co .• 
April 1033 M .... h 1033 April 1933 Maroh 1033 

Weekly Rate of Wages 
Total Total Total Total 

Sales Store Sales Store Sal •• Store Safes Store 
Clerks Em· Clerks Em- Clerks Em- Clerks Em-

ployees ployees ployees ployees 

% % % % % % % % 
tTnd('r $10.00 .... .......... 2.8 5.6 1.2 .2 .0 4.0 
110.00--$12.09 ............. 37.1 39.2 44.2 42.5 .1 3.0 3.7 8.4 
113.00--$15.99 ............. 48.5 44.2 36.2 31.7 4.6 5.5 9.4 11.2 
116.00-118.99 ............. 9.7 8.6 8.8 12.6 13.0 0.6 17.8 15.7 
Sl 0.()()-...$21.00 ............. 1.4 1.7 4.0 3.4 14.4 25.1 11.2 10.3 
$22.00-~5.99 ............. 1.8 1.7 ......... 1.2 34.8 30.7 41.1 22.1 
S26.~0.00 ............. 1.1 1.1 ......... .4 20.8 12.9 ......... 7.4 
131.~'5.99 ............. .2 .2 ......... .4 1.0 7.8 . . . . . . . . . 4.5 
136._.99 ............. .3 ......... .... ..... 2.5 2.5 ......... 2.2 
Over $41.00 . .............. .2 .2 2.2 2.6 1.0 
Unclassified . ............. ....... ... ..... 1.2 .6 . ........ ........ 15.0 '.2 

Total. ....... . 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Total number or employees 555 1,616 251 501 284 1.307 107 403 

Comparison by Cities.-A comparison of the distribution of store employees 
in certain cities is possible from Table 102, in which the figures for individual 
stores are combined for Montreal, Toronto and Winnipeg. In the 1929-30 period, 
23· 8 per cent of female store employees in Montreal received less than $10 per 
week, compared with 5·4 per cent in Toronto and 3'5 per cent in Winnipeg. By 
1933-34, the proportion in Montreal had risen to 26'1, and in Winnipeg to 3·9 
per cent, but in Toronto it had dropped to 2·4 per cent. In the earlier period, 
practically half of the female employees in Montreal stores received less than 
$13 per week, compared with 18· 6 per cent in Toronto and 30· 0 per cent in 
Winnipeg. 
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The cumulative figure for those receiving less than $15 per week in 1929-30 
was 64· 0 per cent for Montreal stores and practically the same for Winnipeg, 
66'0 per cent, while in Toronte it was only 51·4 per cent. 

In the same wage group, less than $15, the percentages for the three cities 
are much closer in 1933-34, being 85·1 per cent for Montreal, 83·6 per cent for 
Toronte and 85·2 per cent for Winnipeg. 

Male employees receiving less than $10 per week in 1929-30 constituted 
7·4 per cent of male store employees in Montreal, 3·2 per cent in Toronto, and 
0·2 per cent in Winnipeg. By 1933-34, the proportions were 9·5 per cent for 
Montreal, 1·1 per cent for Winnipeg and the slime proportion as before in 
Toronte. Those receiving less than $18 per week formed 30·2 per cent of the 
total in Montreal in 1929-30, but only 23·8 per cent in Toronte and 20·3 per 
cent in Winnipeg. By 1933-34, more than half the male employees in Montreal
namely, 57·1 per cent-were receiving less than $18 per week and 43·6 per cent 
in Toronte were also drawing less than $18. In Winnipeg, however, the percen
tage increased only from 20· 3 to 23· 3 per cent. 

TABLE 102.-DFPARTMF.NT STORES-CUMULATIVE PERCENTAGE DISTRIBUTION OF 
STORE EMPLOYEES ACCORDING TO WEEKLY RATES OF WAGES. BY CITIES. 

1929-30 AND 1933-.14 

(Exclusive or management. restaurant and mail order employees) 

FZIIALB EMl'LOYBES 

Montrw Toronto Winnipeg 

1921H1O 1933-.14 1921H1O 1933-.14 1_ 1933-.14 

Percentage of total store employees at-
Lees than 110 per week ................ . 

.. .. 13" (I ••••••••••••••••••••••••• 

23.8 26.1 
50.3 70.9 

.. .. 15" .......................... . 04.0 85.1 
f' .. 18 ,. " ...................... '" 80.1 92.9 
II .. 21" II ••••••••••.••••••••••• '" 87.6 95.7 
" .. 30" .. . ....................... . 97.5 99.3 
.... 35 II .......................... . 98.9 99.8 
If " 40" ................... " ..... . 99.7 100.0 

$40 and over ................................... . 0.3 

MALI: EMPOOYUS 

Percentage or total store employees at-
9.5 Less than $10 per week .................. 7.4 

.. .. 13" u ..•..................•... 15.5 2t.4 .. .. 15 .. .. ......................... 18.7 32.8 .. .. 18 .. ....................... 30.2 57.1 .. .. 21 .. .. . ........................ '7.2 78.8 .. .. 30 " " . ........................ 86.2 95.6 
" " 3.\ " .. ......................... 93.5 97.6 
" " 40 " " . . . . . . . . . . . . . . . . . . . . . . . . . 97.8 99.6 

$40 and over .......... . . . . . . . . . . . . . . . . . . . . . . . . . 2.2 0.4 

5.4 
18.6 
5t.4 
76.6 
86.9 
97.4 
98.9 
99.5 
0.5 

3.2 
9.0 

14.5 
23.8 
37.3 
82.3 
91.1 
94.7 
5.3 

2.4 
56.4, 
83.6 
93.7 
95.9 
99.3 
99.8 
99.9 
0.1 

3.2 
12.9 
23.9 
43.6 
73.1 
93.9 
97.0 
98.7 
1.3 

3.5 
30.0 
66.0 
85.8 
112.6 
98.1 
99.0 
99.4 
0.6-

0.2 
6.3 

11.8 
20.3 
27.0 
75.0 
84.0 
90.7 
9.3· 

3.9 
43.9 
85.2 
94.8 
96.9 
99.4 
99.5 
99.8 
0.2-

1.1 
5.4 

12.2 
23.3 
47.0 
87.3 
94.3 
96.8 
3.2-

N01'II:-As the class intervals ror all8torea were not the same, the above distributioDs represent approxim.~ 
ationa in certain instances. Figures (or the (ollowing companies are combined in thie table: 

Montrcal ...• T. Eaton Co .• Ltd. R. Simpson Co., Ltd. Dupuis Edrea. Lt6e. 
Toronto ..... T. Eaton ("0., Ltd. R. Simp.soD Co •• Ltd. 
Winnipeg .... T. Eaton Co .• Ltd. Budaon's Bay Company. 

-Includea some unclasaified employees. 

Reduction in Eaminus.-During the period of the depression, employees 
in department steres, in common with workers generally, suffered reductions in 
earnings. The extent of the reduction in average rates of wages for sales clerks 
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is suggested by the figures given in Table 103. It should be borne in mind that 
reductions in wage rates do not necessarily show the extent of the decline in 
actual earnings, as other fact()~ch as short time, enforced holidays, reduc
tions in c()mmissions and other factors---elter into the determination of the 
actual amounts which may be contained in a pay envelope. 

It may be interesting to compare the average weekly earnings for 1929-30 
given in Table 104, with those obtained from the census results, which were 
given in Table 94. 

TABLE IOO-COMPARISON OF AVERAGE WEEKLY EARNINGS REPORTED FOR 
CENSUS OF OCCUPATIONS AND AVERAGE WEEKLY WAGES OF EMPLOYEES 

IN DEPARTMENT STORES. 

F....u..: 
Census figu~ 

Retail Trade (ex~managers) ........•...... , .... , .......... . 
General and departmental ......•.•.•.....•.....•...•.....•. 

Auditors' figu.ree-
S./uClerb: 

T. 'Eaton Comp8.DY Limited .....•....................•..... 
R. Simpson Company Limited .•...•............•.......... 
Dupuis Frlores L't6e ..... _ .•..•.......................•..... 
Hudson's Bay Company ..............•........• _ .......... . 

Motu: 
Census figu.ree-

Retail Trade (ez-mana,ge1'8) ..•...•.•.........•.....•.....•. 
General and departmental (inc. managers) ............•...•• 

Auditors' figu.ree-
Sale. Cwke: 

T. Raton Company Limited ............................... . 
R. Simpson Company Limited ...•.•...........•........... 
Dupuis Frercs L't6e .......•...•..................•.......•. 
Hudson '8 Bay Company .•.........••......•....•........... 

• Censms figures [or l:t8nitoba. 

Winnipeg 

16.60 

21.82· 
29.44· 

28.94 

27.09 

Toronto Montreal 

$ $ 

15.39 12.65 
15.43 12.05 

17.78 15.77 
17.49 17.67 

10.18 

23.31 19.27 
31.03 24.56 

26.63 24.68 
29.02 27.40 

18.65 

TABLE lot-DEPARTMENT STORES-AVERAGE WEEKLY EARNINGS OF SALES CLERKS, 
IN CERTAIN STORES. 10»-80 AND 1933-M 

Company 
Winnipes Toronto Moutreal 

IWUO 1933-34 Decreaae 1929-30 1133-34 Dearet\88 1929-80 11133-34 Deareaaa , • Per cent , • Per CBD.t , 
FIIfMh:-

T.EatcmCo .• Ltd................ 10.80 14.87 13.43 -17.78 -16.80 II." 16.77 U.VO 18.20 
R. SimC'L Ltd.............. ........ ........ .......... 17.41 14.26 18.U 17.67 lS.25 26.01 

~~~=n·aBBY·CO~·:::::::::::::: "'i,:i7 '''iriil .. · .. ii:ili :::::::: :::::::: :::::::::: ... ~~:~~ ... ~~:~ ....... :~ 
Jlde . .'-

T. Eaton Co .. Ltd................ 20.114 I4.Ot 10.76 "26.63 -u.20 16.M M.88 10.on U.77 
R. Simpson Co •• Ltd....... ....... ........ ........ .......... 28.02 21.43 20.16 21.40 :IO.8\l 23.70 
Dupruia Freree, Lt6e.............. ........ ........ ...... .... ........ ........ .......... 18.65 18.17 2.67 
Budacm'aBay Co................. 17.08 21.14 11.96 .................................................. .. 

-Inaludi.ng commiaaione. 
NQT&.-Aa diffarent buea or wap payment. are ueed by diffenmt oomp'ni- and BI the wage data do IIOt allralate 

to .imilar perioda. DO compariaou are euaeatecL 

The ahove comparison shows that, with the exception of Dupuis Freres 
L'tee, the average wage of female sales clerks was higher than the average for 
all female employees in this trade. It should be pointed out that the Census 
figures relate to all wage-earners, whether on a part-time or full-time basis or 
irreopective of occupations, and the comparison, therefore, cannot be pressed 
very far. With the same exception as before, the average of male sales clerks 
in department stores is higher than the average for male employees in retail 
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• trade, but the reservations iust mentioned apply here as well. The averages, 
however, are lower than the Census figures for general and department stores, 
but the latter include earnings of managers and executives as well as those of 
clerks. 

The reductions in average weekly earnings range from less than 1 per cent 
in the case of female sales clerks in Dupuis Freres to 25·01 per cent' for Simpson's 
in Montreal. In the case of male sales clerks, the reductions range from 2· 57 per 
cent for Dupuis Freres to 26·15 per cent for Simpson's in Toronto. 

Mail Order Employees.-Tables 105, 106 and 107 present figures for mer
chandise employees in certain mail order departments in a similar manner to 
that already followed for store employees. It is necessary to point out that, 
as the Robert Simpson Company pursued a policy of spreading work and thus 
reducing earnings by having employees work short time, the scale of weekly 
wage rates is not an accurate picture of actual earnings. The apparent increase 
in weekly earnings, as shown in Table 107, for the Robert Simpson Company, 
Limited, is misleading unless account is taken of the reduction in the period of 
employment in 1933 compared with 1929. 

TABLE 105.-MAIL ORDER DEPARTMENTS-FREQUENCY DISTRIBUTION OF MER
CHANDISE EMPLOYEES IN THE T. EATON COMPANY LIMITED, ACCORDING TO 
RATES OF WAGES, 1933 

Weekly rate of wages 
Winnipeg, 

April. 
1933 

par cent 

Toronto, 
April, 
1933 

par cent 

Moncton, 
Ootober, 

1933 

par cent 

Winnipeg, 
April, 
1933 

par cent 

Toronto. 
April, 

Moncton, 
Ootober. 

1933 1933 

_cent percent 

.. ··· .. i:s·· O.S 6.9 
15.6 IS.1 

Under 110.00 ....................... ,... 1.2 33.3 
$10.011-$12.99.. .............. 49.3 53.9 50.6 
$13.011-$15.99................ 46.2 32.9 13.5 6.9 1(.9 21.6 
$16.011-$18.99.... ............ 4.2 9.0 0.9 7.8 17.9 13.8 
$19.011-$21.99................ 1.3 0.6 0.9 9.2 24.6 13.8 
$22.00-$25.99 ........ :.. ..... ............ 1.8 0.9 38.3 16.4 9.5 
$26.00-$30.99................ ............ 0.6 .......... .. 19.8 8.2 10.3 
$3\.00-$35.99 .................................................. .. 7.4 O.S 4.3 
$36.0()440.99 .................................................. .. 2.8 O.S 1.7 
141.00 a..nd over ................................................ . 6.0 . ........... ............ 

100.0 100.0 100.0 Total ........ "1 __ l_oo_._0_1 ___ l_oo_.0~f-_lOO_'0-l. ____ I ____ + __ _ 
Total number or employees. 239 167 111 217 1M 116 

TABLE I06-MAIL ORDER DEPARTMENTS-FREQUENCY DISTRIBUTION OF MER_ 
CHANDISEMAIL ORDER EMPLOYEES INTH~ ROBERT SIMPSON COMPANY LTD., 
TORONTO. AND DUPUIS FRERES LTEE, MONTREAL, ACCORDING TO WEEKLY 
RATES OF WAGES, 1934. 

R. Simpson Co. Ltd. 
Weekly Rot.e of Wages January, 19M 

Female Mal. 

Weekly Rote of Wageo 
Dupuis Frere. Lt6e 

Janua.ry, 1934 

Female Ma.le 

~~ ~- ~- ~-UnderllO.OO............. ............ 1.0 UnderSIO.OO.............. 64.7 42.7 
$10.011-$12.50............. 32·0 9.5 110.00-$12.99...... ....... 21.6 24.1 
$13.011-$15.00............. 43.0 7.6 $13.110-$14-99............. 3.4 .......... .. 
$15.6HIS.00...... ....... 16.0 8.6 $15.011-$17.99............. 10.3 12.9 
$18.6H2I.oo............. 3.7 7.6 IIS.0II-$20.99............. ............ 11.1 
12I.6H26.00. ............ B.S 31.4 121.011-$24.99......................... 1.8 
.26.60-130.00............. \.2 11.4 $25.011-$29.99...... ....... ............ 1.8 
$30.60-13S.OO............. .4 8.6 $30.00-134.99............. ............ 5.6 
$36.6()440.oo. ............ .4 7.6 $35.00-$39.99 .................................... . 
$40.00andover........... ...•........ 6.7 S40.00andover ..•................................ 

1---1---1 
Total. ........... I_--=I.::OO~.O-=-II __ loo:..:......O:.-1 
Total number or 

emp!oyeea •..... 244 105 

Total............. 100.0 100.0 
I----f--

Total Rum ber of 
emp!oyea8 ...•.. 116 293 
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TABLE 107.-MAIL ORDER DEPARTMENTS-AVERAGE WEEKLY EARNINGS OF MER
CHANDISE EMPLOYEES IN CERNTAI M,.IL ORDER HOUSES.192Ih"lO AND 19!1:h'14 

FemQI~ 
T. Eaton Co., 

Winnipeg 

Per oent 
Decrease 

Toronto . 

Percent 
Decrease 

Montreal 

Percent 
Decrease 

1929-30 1933-34 or 1929-30 1933-34 or 1929-30 1933-34 or 
Inorease Inorease Increase 

$ 

Ltd......... ... 14.94 13.24 -11.38 
R. Simp30n Co., 

16.28 13.36 -17.94 

Ltd............ ........ ........ .......... 14.66 14.92 + 1.77 ......................... . 
Dupuis Frons 

M~~~~~'B~·C~·. :::::::: :::::::: :::::::::: :::::::: :::::::: :::::::::: .. ~:~~ ..... ~:~~ ..... ~~:~~ 
T. Eaton Co. 

Ltd...... ...... 27.74 26.72 - 7.28 23.95 19.02 -20.58 ......................... . 
R. Simpson Co., 

Ltd............ ........ ........ .......... 24.53 24.62 - 0.37 ........................ .. 
Dupuis F'dres 

Lt6e............ ........ ........ .......... ........ ........ .......... 15.68 12.38 - 20.95 
Hudson's Bay Co . ............................................................................. . 

NO'l'B.-Aa different bases of wage payments are used by different companie8, and as the wage data. 
do Dot all relate to similar periods. no comparisons are suggested. 

Part-time Employees.-The department stores employ considerable num
bers of part-time employees, some of whom work regular hours each day or 
week, while others are used at rush periods or for sales. There seems, however, 
to have been little tendency for the proportion of such employees to increase 
during the depression and, in fact, in a number of stores the relative number 
was less in recent years than before the depression. 

CHAIN STORES 

(1) FOOD CHAINS 

The food chains lire the most important group in the chain store field and 
employ the largest proportion of workers. According to the results of the Census 
of Merchandising, there were 6,842 full-time male employees and 2,653 full-time 
females employed in food chains in Canada in 1930. There were also 2,299 part
time male workers and 714 females. It will thus be seen that the food chains 
employ a far higher proportion of part-time male than female workers. 

The determination of relative wage levels in chain stores offers far greater 
difficulties than is the case with department stores. The department store 
combines a great many kinds of business in its departments, each of which is 
given considerable freedom to determine its merchandising policy. The chain 
store, typically, represents one kind of business carried on under centralized 
management in a great many different establishments. The chain store is thus 
quite different from the department store and has only a superficial resemblance 
to the independent store. 

The typical independent store is owned by an individual proprietor who 
engages actively in the business, provides the managerial services and under
takes the financial risks involved. While at first sight there might appear to 
be a resemblance between the independent proprietor and the manager of a 
chain store unit, a closer inspection reveals that there are wide differences. The 
independent proprietor secures the capital to operate his business and carries 
the risks involved. The chain store company performs these functions for its 
units. The independent proprietor secures the business property for his store 
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and arranges the terms of lease or ownership. T~e chain store company makes 
these arrangements for its units. The independent proprietor selects the stock 
for his store and arranges for the supply of goods from wholesaler or manu
facturer. The chain store company provides these services for its units. The 
independent proprietor determines the prices for his goods and the manner in 
which they are to be sold. In large measure, the chain store company makes 
these decisions for its units. 

What, then, it may be asked, are the functions of a manager of a chain 
store unit? While there are differences between chain store companies, in 
general it may be said that the typical chain store manager bears a closer 
relationship to a chief clerk in a large independent store than he does to an 
independent proprietor. At the same time, a most serious feature in his position, 
and one which makes him more than a chief clerk, is that he is held responsible 
for the operations of his unit, although having no power to determine the mer
chandising policies. His responsibilities for store inventories and operating ratios 
are much greater than those of a clerk working under an independent proprietor. 
If he were relieved of these responsibilities to some extent (as is already the 
practice in some chains), his duties would be more in keeping with the authority 
given him. 

Wage Rates--Ontario 
The average weekly earnings of full-time employees in the food chains 

investigated by the Commission are shown in Tables 108 and 109. In the Ontario 
divisions, the average weekly earnings of all male employees (including managers) 



TABLE 100.-FOOD CHAIN&--SUMMARY OF AVERAGE WEEKLY WAGES AND COMMISSIONS PAID FULL-TIME MALE STORE 
EMPLOYEES IN THE ONTARIO DIVISIONS. OF CERTAIN COMPANIES. 19114 

All Ocoupations 
Company 

Average 
Number Wage 

• Great Atlantic & Pacific Tea Co. Ltd. (week ended 
April 14) .......................................... . 806 19.01 

Manage1'8 Asst. Managera Clerks Delivery Boys 

Average Average Average Avenuce 
Number Wage Number Wage Number Wage Number Wage 

• • • 
116 

• 
6.30 

EzclG~~:;~:::::::::::::::::::::::::::: ...... ~~ .... ;~~:~~ ... ····iil3" .. ··33:07· :::::::::: :::::::::: .. ·· .. 232· ·· .. i2:26· :::::::::: :::::::::: 
M ...... ".................................. .......... .......... 1.9 27.81 .......... .......... 147 16.03 .................. .. 

Carrolls Ltd. (week ended April 28) .................... . 26 15.16 .............................................................................. .. 

Excluding managers............................ 13 9.31 ............................................................................... . 
Grocery ..•........................................ ,_, .......... 12 21.50 ..... .•... .... ...... 7· 12.14 .................•.. 

O· 6.00 .......... ......... . 

Dominion Stores Ltd. (week ended March 17) .......... . 788 16.67 .......................................................... .. 217 6.01 

Excluding managers............................ 442 9.53 ................ " ................................. ,., ............ , ............ . 
Groo.ry.......................... .......... .. ........ .......... 280 26.69 .......... .......... 194 10.69 ................... . 
M................. .............. ...... ..... .......... .. ........ 66 28.21 .......... .......... 61 13.69 .................. .. 

Loblaw Groceteriaa (week ended March 26) ............ . 329. 23.09 .............................................................................. .. 

Excluding Managers..... ............... .... . ... 62 16.~ ...........•.................... " ............... , .................... , ..... , .. . 
Groc.ry............ ...... .................. .......... .......... 111 35.14 73 20.67 ...................................... .. 
Mea....................................... .......... .......... 18 26.66 114 16.06 ...................................... .. 
Froi........................................ .......... .......... 18 16.60 13 12.69 ...................................... .. 

Packroom clerks ....•...••...•••.•• , .••.. , •••.. , .••••••...•••.•....•• ,....... .••....... .......... .......... 89 17.38 ..............•..... 
Cellarmen and receivers......... .......... ..... .. ..... ... . ......... ... ...••.. ....... ... ....... ... .. ..... ... 10 15.70 •.••••••...• , ....••• 
Utility men.. .•................................ .......... .......... ......•... .......... .......... ..••...... 13 14-.88 ...••............... 

Stop & Shop Ltd. (week ended February 24) ........... . 269 M.II4 ......•............................•........................ 61 6.60 

Excluding managers.. .... ...... ......... .... ... 168 9.78 ...•..•...........•.............................................•............... 
Grocery.............. ..... ......... ........ ... ....... .......... 4-7 25.90 .......... .......... 59 8.S9 .................. .. 
M.......................................... .......... .......... .. 28.23.......... .......... 48 16.41 .................. .. 

T. Eaton Groceteri~12 reprosentative stores only 
(week ended October 17) .......................... . 62 20.12 .............................................................................. .. 

Excluding managors .. '."' .. '." .... ' ... '...... 31 14-.38 ............................................................................... . 
Grocery.................................... .......... .......... 21 28.62 .......... .......... 31 14.38 .................. .. 

• 7 men and 6 boys. 
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TABLE 109.-FOOD CHAINS SUMMARY OF AVERAGE WEEKLY WAGES AND 
COMMISSIONS PAID FULL-TIME FEMALE STORE EMPLOYEES IN THE 
ONTARIO DIVISIONS OF CERTAIN COMPANIES, 1934 

Company 
All Occupations Clerks 

Total Average Average 
Number W"". Number W .... 

Great Atla.ntic ,& Pad6.o Tea Co •• Ltd. (week ended • • 
A~ 14. 1934) ................................... 15 12.67 16 12.57 

Cano Limited (week ended April 28, 1934) ......... 203 11.79 101 10.M 
Excluding Managers .............................. 101 10.M ...... ·iir.i .. ....... i2:93 Managers .•••...••..•••..••..••••.•••...••.•• ....... iio" ...... io·.8s· Dominion Stores Ltd. (week ended March 17, 1934) .. 110 10.85 

Loblaw Groceteriaa Ltd. (week ended. March 26, 1934) • 248 16.38 .... · .. iii .. ....... ii:ii Head checken .......•.........................•. . ........... ........... . 
Second cheokers ............................. ............ ........... . 39 14.82 
Biscuit sales girls ............................. ............ ...... i2:5il' 96 13.61 

Sto'E; and Shop Limited (week ended Feb. 24, 1934) ••. 8 8 12.50 
T. aton Groceterias-12 stores only (week ended 

October 17,1934) ................•.............•. 20 11.92 20 11.92 

range from 523.99 in the Loblaw Groceterias to 515.16 in Carroll's Limited. 
Unfortunately, only in the case of Loblaw's Groceterias is information available 
regarding the wage policies of these companies since 1931. However, if we 
refer to Table 94 again, we find that for the census year the average earnings 
of all male employees in grocery and meat stores were 518.62 for Ontario as a 
whole and $20.36 for the City of Toronto. As noted before, it is not possible 
to determine how far average earnings have fallen since the ·census year, nor, 
as was just mentioned, are the wage scales of the chain store companies available 
for the census year. 

If there have been no marked changes in the rate of wages paid by these 
chain companies since 1930-31, then the average wage paid by Carroll's Limited, 
Dominion Stores, Limited, and Stop and Shop, Limited, to all male employees 
(including managers) was lower than the Census average for the same kind 
of business. If there have been reductions in wage rates exceeding 10 per cent 
in this period, these companies were paying somewhat above the average wage 
if managers' earnings are included. 

The average earnings of male employees (excluding managers) are shown 
in Table 108 to range from $9.31 for Carroll's Limited, to $16.48 in Loblaw's 
Groceterias. If there were the same proportion of manl!gers and fioor walkers in 
the grocery and meat field in Ontario as in all retail trade, we could reduce the 
average earnings from the census results by $2.49, which would give $18.62-52.49, 
or 516.13 as the average earnings of male employees (excluding managers) in 
Ontario in 1930-31. While the actual average may have been a dollar or so 
higher or lower than this figure, it seems safe to assume that the three chain store 
companies which had the lowest average for all employees were probably paying 
wages below the average to their male employees, exclusive of managers. There 
is a possibility that the lower average might be due to a greater proportion of 
inexperienced or youthful workers than are found in all stores. 

The average weekly earnings of female employees are shown in Table 109. 
With the exception of Loblaw's Groceterias and Carroll's Limited, the chain 
stores investigated do not have a very large proportion of female employees. 
It will be noted that the average earnings of female clerks exceed the average 
for male grocery clerks in the following companies: A. & P., Dominion Stores, 
Limited, Stop & Shop, Limited. In the first two cases, the difference is very 
slight. The average earnings of all female employees (full-time and part-time) 
according to Table 94 were 511.48 for grocery and meat stores in Ontario. It 
would appear, therefore, that the chain stores are paying about the going wage 
to female employees in this kind of business. 
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The proportions of low paid employees are shown in Table 110. In the 
Ontario divisions, 16'5 per cent of all male employees (including managers) 
in A. & P., 28·0 per cent in Carroll's Limited, 38·3 per cent in Dominion Stores, 
and 41·7 per cent in Stop & Shop, received less than $lO per week. For grocery 
clerks alone, A. & P. had 6·0 per cent, Dominion Stores 48·5 per cent, Carroll's 
Limited 53·9 per cent, and Stop & Shop 69·5 per cent. While A. & P. had a 
slightly larger percentage of its female clerks receiving under $10, the other 
companies had far smaller proportions. 

TABLE 1l0.-FOOD CHAINS-PROPORTIONS OF EMPLOYEES RECEIVING LESS THAN 
$10.00 PEll. WEEK. 1934 

Male Female 

Per cent Per cent 
of Total of Total 

Company MaleEm~ Per cent Per cent Female Per cent 
ployees of of Employ- of 

Grocery Meat eea (in Grocery (meluding Clerks Clerks eluding Clerks man-
.... rs) 

man-
.... rs} 

Ontario DiNioM-
Dominion Stores Ltd. (week ended March 17. 

193.} ...................................... 38.3 48.5 .......... 15.6 15.5 
Great Atlantic &; Pacific Tea Co., Ltd. (week 

ended April 13.1934) .....••••.••...••...•.. 16.6 6.0 4.8 6.7 6.7 
Stop &: Shop Limited (week ended February 

24.1934} .................................. 41.7 69.5 14.6 .. ... is:&' ...... 26:7 Carrolb Limited (week ended April 28, 1934) . . 28.0 63.9 .......... 
Quebec Division,..... 

Dominion Stores Ltd. (week ended March 17, 
1934) ...................................... 47.0 49.7- .......... 60.0 60. 

Great Atlantic & Pacific Tea Co. Ltd. (week 
o 

ended April 28. lOa4}. ... .................. 45.6 59.1 .......... 33.3 33.3 
Stop 41: Shop Limited (week ended February 

24.1934} .................................. 50.4 64.4 20.0 25.0 25.0 

S~~;.if~8~~Vai)~ .~~~. ~~:. ,~~~. ~~~~~ 11.8 14.3 .......... 9.5 12.6 

• Includes meat clerks . 

Quebec Divisions 
In Quebec the average weekly earnings of all male employees (including 

managers) as shown in Table III ranged from $16.32 for Steinberg's Service 
Stores, Limited, to $10.70 for Thrift Stores. This shows a distinctly lower scale 
for Quebec than for Ontario. The census average in Table 94 for grocery and 
meat stores was $15.74 for Quebec Province and $16.05 for Montreal City. In 
view of the fact that only one chain was paying an average greater than the 
census figure, there are good grounds for surmising that the other chain com
panies were paying wages below the average for all stores. The average 
earnings for male employees, other than managers, were $7.60 for A. & P., $7.65 
for Dominion Stores, $7.73 for Thrift Stores, $8.54 for Stop & Shop, and $14.55 
for Steinberg Service Stores. 

The average earnings of female employees are shown in Table 112. In 
four of the five companies the average is between $9 and $9.60. These com
pare with an average of $10.07 for Quebec Province and $11.19 for Montreal, 
as given in the census returns for 1930-31. 

The percentages of employees receiving less than $10 per week are shown 
in Table 110. There we find that for male employees the proportions are 
definitely higher in Quebec than in Ontario for the three companies operatinE 
in both provinces. For clerks alone there is not a great deal of difference for 

D7181-fl' 
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Dominion Stores and Stop & Shop, but a much higher proportion for A. & P. 
in Quebec. The increased proportion of female employees receiving Jess than 
$10 is clearly shown in Quebec compared with Ontario. 

TABLE Ul.-FOOD CHAIN8-8UMMARY OF AVERAGE WEEKLY WAGES AND COMMISSIONS PAID 
FULL-TIME MALE STORE EMPLOYEES IN THE QUEBEC DIVISIONS OF CERTAIN COMPANIES • 

• 08. 

All oecapationa Manapn Clerb Delivery Boya 

Company Num- Average NWD- Averap NUID- Average Num. Average 
bel' wage ber wace ber wage 'bel' wage 

---------1--11-''- --I-:='-i-=-"--------, , , , 
Great Atlantic 4' Pacific Tea Co., Ltd., 

(weekeDdeci Apnl 28. 18M)........ 55G 18.51 ........ ..•....... ...•.... •....••.•. 1M a.Ol 

EZOl~~~~::.:.:.:.:::::::::::::: ::::~~: :::::~:~: .. ··iM· ····ir~· ""i~' · .. ·~i:~· :::::::: :::::::::: 
Dominion Storea (woek ended. M8f<Ih 17. 

1034).............................. 870 18.46 ........ .......... ........ ......•... 265 3.90 
Escluding Managers........... .•.. ..•.. 6711 7.65 ...........•..•............•.......................••• 

g~~::::::::::::::::::::::::::} ........ .......... 291 25.01 324: 10.&3 •........•...••.•. 

Steinbe':rlr'~c:el~~:.~~~:.~~~~~ 7& 10.32 .......... : .......................................... . 

Ezcl&~~~~:.:::::::::::::::::: ..... ~ ..... ~~:~ ... · .. iet' ..... :00· .. · .. if .... i':3i· :::::::: :::::::::: 
MeI!!l!lODgers.................... ....•.•. ....•..... ........ .......... ....•..• .......... I 8.00 
ChautJoUfll.................... ........ .......... ........ .......... ........ .......... 9 16.66 

Stop (\ Shop Ltd. (week ended February 24, 
19M)............... ..... .......... 371 14.46 ........ .......... ........ ... ....... 109 4.18 

Ezclud~!ce~~::':::::::::::: ::::: .... ~~ ...... ~:~ .... "82' .... ii:io· .. ··jiM· .. · .. g:si· ::: ::::: :::::::::: 
Meat.......................... ........ .......... 41 27 .90 155 14.80 ................. . 

Thrilt 81oree, Ltd. (week endad Matth 38, 
1934)....... ....................... 447 10.70 ........ .......... ........ .......... 141 4.80 

EzelQ=r~~~:·:::::::::::::::::: .... ~~~ ...... ~:~. · .. ·jot" .... 20:511' .... D· .... io:ii· :::::::: :::::::::: 

TABLE 112.-FOOD CHAINB-lIUMMARY OF AVERAGE WEEKLY WAGES AND COM· 
MISSIONS PAlD FULL-TIME FEMALE STORE EMPLOYEEIS IN THE QUEBEC 
.DIVISIONS OF CERTAIN COMPANIES, 1934 QUEBEC 

All Oooupationa Clerks Cashiers 
Company 

Average Num- Num- Average Num- Average 
ber W .... ber Wag. ber W .... 

• • • Great Altantio and Pacifio Tea Co. Ltd.. (week 
ended. April 28, 1934)...................... 6 9.33 6 9.33 

Dominion Stores Limited (week ended March 
H. 1934).. ................................ 70 9.01 70 9.01 

Steinberg Service Ltd. (week ended AprU 28, 
1934)...... .. . ..... ... . .... . . . .. . . . .... . .. 21 12.90 8 11.12 12 12.66 
Ezcluding managers...................... 20 12.04 ................................... . 

Managers. ............................ ........ .......... 1 30.00 
Stop and Shop Ltd. (weekended Feb. 24, 19341. 16 9.59 16 9.59 ................ .. 
Thrift Store. Ltd. (week ended M ..... h 28.1934) 47 9.40 .................. 47 9.40 

Part-time Employees 
Food chains employ a larger proportion of part-time employees than do 

other stores in the same field. The following table shows the proportion of 
part-time to full-time employees. 
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TABLE U3-FOOD CHAINS-PROPORTION OF PART-TIME TO FULL-TIME EMPLOYEES 

Ontario Divisions Quebec Divisions 

Male Female Male Female 

Per cent Per Per Per cent Per Per Company of total of total 
full-time eont cent lui-time cent cent 
employ- of of employ- of of 
ees {in- full- full- ees (in- full- full-

time time time time eluding Clerks Clerks eluding Clerks Clerks managers) managers) 

Great Atlantic & Pacific Tea Co .• Ltd .. 58.2 91.8 100.0 26.7 35.8 50.0 
Dominion Stores Ltd ..... .............. 40.8 49.8 125.5 27.0 32.1 50.0 
Stop & Shop Ltd ..... .................. 68.9 73.0. .......... 28.9 31.4x . ......... 
Thrift Stores Ltd . ...................... .......... ... ...... .......... 20.1 34.2 O. o 

xIncludes femnIe cLerks. 

It will be seen that the proportion of part-time employees is much higher 
in Ontario divisions than in Quebec. 

Comparison With Independents 
In the foregoing discussion, an effort has been made to point out the 

difficulties in the way of comparing wage rates in independent stores with 
those in chains. The tentative conclusion was reached that, depending on the 
extent to which food chains have reduced their wage rates in the past three 
years, the average earnings in food chains, including managers' salaries were 
somewhat higher or (if no reductions have been made) somewhat below the 
average earnings paid by all stores in the same field. From this it was deduced 
that the average earnings of male employees, other than managers, in food 
chains were below the average earnings for such employees in all stores. These 
conclusions apply both to Ontario and Quebec divisions of the companies which 
have been investigated, a.lthough, of course, certain companies have wage scales 
well above the average. 

The following table shows the average weekly earnings of full-time male 
employees in the Ontario divisions of five food chains (except Eaton's Groce
terias) and in 252 independent grocery and combination stores (chosen at 
random) which furnished wage reports to the Commission. As each of the 
independent stores had sales of $30,000 or more in 1930, the figures for these 
stores must be viewed not as representative of all indepe!Jdent stores in the 
province (because most of them have sales of less than $30,000 per annum), 
but of stores which compare in size with the units of chain store companies. 
It should further be pointed out that the figures for the independent stores were 
secured from answers to a questionnaire; those for chains by audit. 

97131-271 
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TABLE 114.-COMPARISON OF AVERAGE WEEKLY EARNINGS OF MALE EMPLOYEES 
IN FIVE FOOD CHAINS (ONTARIO DIVISIONS) AND IN 252 INDEPENDENT 
GROCERY AND COMBINATION STORES IN ONTARIO, 1934 

Occupatic?n 
Independents (') Chl\,in Stores (1) 

No. of Average 
employees weekly 

No. of Average 
employeas weekly 

w",," W",," 

$ $ 

Managers.................... ........ ...... .......... 906 27.96 
Assistant ma.Jiagers.................................. 120 18.44 
Butchers . ............. , ...... , . . . . . . . . . . . . . . . . . . . . .. . .......... 91 23.37 
Clerks ....................................... _,... ... 816 12.69 322 17.82 
Drivers............................................. . 108 15.94 
Delivery boY8 (men and boys)....... ..... ........ a9a 6.20 162 11.20 

I--~~I---~-I----~I------
Total. ........... . 2,235 18.04 689 16.75 

(I) Evidence. page 2252. <I) Evidence. page 1806. 

The occupations listed above indicate the difficulty of comparing average 
wages in chain and independent stores. No managers or assistant managers 
are shown for independent stores, while, on the other hand, no employees are 
listed as butchers or drivers in chain stores. The average weekly earnings of 
all male employees shown are $18.04 in chain store and $16.75 in independent 
stores, although the latter do not include any managerial earnings. If we return 
to Table 17 we find that only two of the five chain stores whose figures are 
included in the above table have averages equal to the average for all companies. 
We also find that the averages for the three remaining companies are lower 
than the average for independent stores. The average for Dominion Stores of 
$16.67 is orily slightly lower than that of $16.75 for the independents, but 
Carrolls Limited, with $15.16, and Stop & Shop, Limited, with $15.84, are defin
itely lower. 

When IIverage earnings in chain and independent stores are compared for 
the same occupation, it is found that the average is higher in independent than 
in chain stores. It is possible, however, that occupations called by the same 
name are not in fact entirely comparable between the two types of stores. For 
example, the position of experienced clerks in independent stores may not be 
analogous to that of clerks in chain stores. Senior clerks in large independent 
stores perform many of the duties of assistant managers, hut because the 
proprietor assumes the managerial functions, the position is not classed as such. 
In chain stores the positions of manager and assistant manager are held by 
hired employees. Whether chain or independent stores pay higher wages for 
similar duties thus depends on the comparability of occupations given the same 
names in both· types of stores. This problem cannot be settled from the informll
tion available. 

The average earnings of full-time female clerks in the five food chains 
were $13.21, and in the independent stores $11.82, according to the summary 
prepared by the auditors and the report on wages in independent stores. By 
referring to Tahle 109, we find that three of the five chains paid a higher 
average wage to female cl~tks than did the independent stores. As the difference 
in two of the three companies was not very great, we may presume that both 
chain and independent stores tend to pay the wages set by the Minimum Wage 
Board. 

Variety stores, like department stores, employ more female than male 
employees, hut the proportion of female employees is far higher in the case 
of variety stores. Variety stores also employ a great many part-time female 
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employees. In fact, the variety stores employ, on the average, almost as many 
part-time females as full-time, a proportion which is not approached in any 
other major line of trade. The proportion of part-time employees may have 
been increased for some companies during the depression. The following figures 
are prepared from the auditors' reports on the four variety chains investigated. 

TABJ.E !l5.-VARIETY CHAINS-PROPORTION OF PART-TIME FEMAJ.E EMPLOYEES 
TO FULL-TIME FEMALE EMPLOYEES. 1934:. (Eltciuding lunch ('()u&'ier employees.) 

Company 

F. W. Woolworth Co. Ltd. (Apr. 14) .......................................... . 
S. S. Kresge Ltd .• (April 14) ................................................. . 
~('~opolitan Stores Ltd., (A~ril 21) ...................................... _ ... . 
United Sc. to $1.00 Stores of Canada Ltd •• (May 5) ............................ . 

Per cent 
part-time 
of total 
full-time 

employees 

57.3 
101. 7 
315.5 
44.2 

Per cent 
part-time 

of rull
time clerks 

68.2 
112.4 
315.5 
44.2 

It will be seen that the United 5c. to $1 has less than half as many part-time 
as full-time female employees, Woolworth's have more than half as many, 
Kresge's have slightly more part-time, and Metropolitan Stores have more 
than three times as many part-time as full-time employees. To some extent 
this practice of employing part-time workers is dictated by fluctuations in the 
amount of business handled at different periods of the day or week in variety 
stores. A13 long as the employment of part-time workers does not tend to 
break down the wage standards of full-time employees, the practice has consider
able economic justification. There is a danger, however, that the extension 
of part-time employment nlIly have the effect of forcing down the scale of 
wages for all employees. It would appear, therefore, that labour conditions in 
variety chains should be the subject of careful attention on the part of minimum 
wage boards. 

The average earnings of full-time employees in variety chains are shown 
in the following table: 

TABLE 116.-VARIETY CHAINS-SUMMARY OF AVERAGE WEEKLY WAGES AND 
COMMISSIONS PAID FULL-TIME STORE EMPLOYEES, 1934 

(Excluding Lunch Counter Employees.) 

Male 

Company Tot.."ll, Total Female 
inc-iuding Managers Ez:cluding Mangers 

Number Average Number Average Number Ave~ 

S $ $ 
F. W. Woolworth Co .• Ltd. (week ended 

Aprill"') .... '.', ............. , .... ," 
MetropoHtan ~tore8 Ltd. (week ended 

4.55 30.11 319 16.11 1.634 11.42 

.!t.pril21) .........••.•..............•. 154 26.41 64 14.46 297 11.43 
S. S. Kreage C.o. Ltd. (week ended May 

12) .•..•.•..•••...•.•..•••....•...• _ •. 129 33.27 85 19.90 519 11.15 
t'oit.ed. :; cent to SI.OO RtoJ'PI ot Canada 

Ltd. (week ended May 5) .•....... 2S 18.56 15 7.34 120 6.78 

These figures, of course, relate to units in all parts of Canada for three 
of the four companies, but the United 5c. to SI Stores operates only in Quebec 
and Ontario. The average earnings of male wage-earners in all lines of retail 
trade were 522.75, according to the results of the Census of Merchandising. It 
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will be seen from tbe above table tbat three of the four chains paid more than 
the average to all male employees, including managers. The fourtb chain was 
paying less than, the average for Quehec Province, but no account is taken of 
possible reductions since 1931. If managers are excluded the average for other 
male employees is below the census figure of $20_.38 for male employel\S, other 
than managers and floor-walkers. Again, however, no account is taken of the 
decline in earnings in recent years. With the exception of the United 5c. to 
$1 Stores, the average earnings are higher than those for male employees in 
the majority of the food chains investigated. 

In three of the four variety chains the average earnings of full-time female 
employees are between $11 and $11.50 per week. This compares with an 
average for Canada of $12.96 for female employees, according to the census 
results for all lines of trade (no account heing taken of decline in earnings since 
the census year). The average of $6.78 for United 5c. to $1 is well below 
the general average of that for grocery and meat trades in Quebec. The average 
earnings for both male (other than managers) and female employees in variety 
chains are lower than the averages shown for the department stores investigated. 
Department stores, however, doubtless require a much greater selling ability 
on the part of their sales clerks. 

A distribution of full-time female employees according to weekly earnings 
is made in Table 117. From this it will be seen that in three of the four chains 
the proportion receiving less than $10 per .week is between 22 and 25 per cent. 
In tbe United 5c. to $1 Stores, practically 90 per cent of the employees were 
in this class. In the other three chains from 65 to 73 per cent of the employees 
receive betwen $10 and $15 per week, largely depending on the minimum wage 
schedules. 

TABLE 117-VARIETY CHAINS-FREQUENCY DISTR9BUTION OF ALL FULL-TIME 
FEMALE EMPLOYEES 

(esoluding lunch oounter employee,s) 

United 
S. S. Kresge Metropolitan lie. to IUIO F. W. 

Co. Ltd. Stores Ltd. Stores of Woolworth 
(week ended (week ended Can. Ltd. Co. Ltd. 
May 12. 1934) Apr. 21, 1934) (week ended (week ended 

__________________________ ~I--------~-------~~-M--a~Y-5-.-19-3-4)~-A-p-r.-14_._1~ ___ 4) 

Total number ............................... ,1 _____ .:..61_9+ _____ 29 __ 7+ _____ 1_'_0 + __ -,.,1.:.' 634 __ _ 

% % % % 
Under 15.00 .. "......................... .............. . ............ 10·8 
$ 6,0Q--I 9,99 ......................... ,. 22·0 23·9 80·0 
$10,00-$14,99' ......................... , 72·6 69·7 9·2 
$16,0Q--I19,OO .......................... , 6·' 5-4 
$20,_,00 ........................................ , 0·7 
$26.1lO--I29,9g ......................... , ........... ,.. 0-3 

• In cue or s. s. Kresge Ltd. salea clerks. this class i8 I1Q--.$15. 

............ 
24-1 
64·9 
9,6 
1·1 
0·3 

A more detailed distribution of female employees is given in Table 118. 
For the Woolworth Company it was possible to make a breakdown by economic 
divisions. The policy of the management of variety chains with respect to 
-female workers appears to have been one of securing labour at the lowest rate 
possible. Where minimum wage laws are in effect, tbe minimum requirements 
are met, but where no restrictions exist, the wages are tbe lowest which com
petent workers will accept. These observations are borne out by a comparison 
of wages paid by Woolworth's in each province witb tbe average earnings of 
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females in the grocery and meat trades as reported for the Ce~us of Occupa
tions. The grocery and meat trades were selected from the Census of Occupations 
as the earnings were the lowest shown in Table 4. 

TABLE lUI-COMPARISON OF AVERAGE WEEKLY EARNINGS OF FEMALE EMPLOYEES 
AS REPORTED FOR CENSUS OF OCCUPATIONS AND IN 

F. w. WOOLWORTH CO. LTD. 

Census of Woolworth occupations sales 
Grocery clerks 

and meat (regular) 

$ $ 

Prince Edward Island ........................................................ . 9.05 7.33 
Nova Scotia ...................................................... , .......... . 8.87 8.33 
New Brunswick .............................................................. . 9.55 8.17 
Quebec ...................................................................... . 10.07 8.81 
Ontario ...................................................................... . 11.48 11.58 
Manitoba .......................•........................•................... , 10.114 11.09 
Saskatchewan ............................................................... . 12.01 13.46 

11.~1 12.18 
12. 1 12.86 

Alberta ...................................................................... . 
British Columbia ............................................................ . 

Although the census figures relate to the year 1930-31 and those for Wool
worth's to 1934, it is siguificant that from Ontario westwards the average. wage 
paid hy Woolworth's is higher than the census figures. On the other hand, from 
Quebec eastward the average for Woolworth is lower.. When it is recalled that 
the census figures embrace all female workers, whether located in urban or 
rural areas, the divergence between those provinces in which minimum wage 
laws are enforced and those in which they are not becomes even more siguificant. 

TABLE 119A-VARIETY CHAINS-FREQUENCY DISTRIBUTION OF FULL-TIME 
FEMALE CLERKS, 1934 

United 
S. S. Kresge Metropolitan 6c to 11.00 

Co. Ltd. Stores Ltd. Stores of 
(week ended (week ended Can. Ltd. 
May 12, 1934) April 21, 1934) (week ended 

May 6, 1934) 

Total Dumber...... . .. . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . 469 297 120 
I-------I-------~------% % % 

Under 16.00 .......................•..•................................................. 
16.06- $7.99............................................... 2.8 5.7 
18.06- $9.99. •................•............................ 21.5 18.2 

'10.OQ-f12.99. ....•.•....................................... 68.4 63.9 
.13.OQ-f14.99·.............................................. 7.3 15.8 
$IS.OQ-f16.99. ....•......................................•.. .............. 2.4 
.17.OQ-f19.oo.......... ........ ... ......... ............ ..... .... ... .... ... 3.0 
$20.00......... ... ..... .... .... .... ........ .......... ....... ....... .... ... .7 
$25.00...................................................... .............. .3 

*In the oase or K~resge'l!I Ltd., thia class is $13.0Q-$15.00. 

26.7 
63.3 
10.8 
7.5 
1.7 
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TABLE 119B-F. W. WOOLWORTH CO. LTD. 

(week ended April 14, 1934) 

Division 
Total 

Maritimes Quebec Ontario Prairies Britiah 
Columbia 

Total number.............. 1.373 145 305 634: 192 97 r----r----,----+-----I-----I-----
Under $6.00 .••..........•.• 
$6 .1JO-$7 . 99 .•.............. 
18 .1JO-$9 . 99 .•.............. 

11O.1JO-$12.00 ..............• 
112.50-113.99 .............. . 
114.1JO-$17.00 .............. . 
IIS.90 .......•.............. 
120.70 .•........•..•..•..•.. 

HOUTS of Labour 

% 
.S 

7.3 
19.7 
41.2 
27.2 
8.6 

.1 

.1 

% % % % % 
····aa:i'·.. 1~:1 ...... :: ........................... . 
~U ~:: ····~~f .. ····~H .... :::::~:i:::: 

............ 2.6 26.6 66.2 93.S 

..........•. ............ 6.6 6.2 4.1 

............ ............ .... ........ .5 ........... . 

... ......... ......... ... ... .•....... .6 ........... . 

Employees in variety chains commonly work about 50 hours a week, 
although the auditors' reports show that some employees are employed for 
periods considerably above this figure. In view of the sustained profits secured 
by the largest of these chains, the continuance of long hours for its employees 
can scarcely be defended. 

Drug Chains 
Drug store chains do not employ as high a proportion of the workers in 

the drug field as do chain stores in the foo.!! and variety fields. Of the 5,916 
full-time male and 1,409 female employees recorded by the Census of Merchan
dising in drug stores there were 1,145 males and 255 females reported by chain 
companies. Part-time employees in all stores numbered 895 males and 181 
females, of which 22 and 30, respectively, were reported by chain stores. 

Only two drug chains were investigated for the Commission. The average 
weekly earnings of full-time employees in these companies are shown in the 
tables which follow: 

TABLE 126-DRUG CHAINS-AVERAGE WEEKLY WAGES OF FULL-TIME STORE 
EMPLOYEES, 1934 

Male Employees Female Employees 

Loui!! K. Liggett G. Tamblyn Ltd. Louis K. Liggett G. Tamblyn Ltd. 
Occupation Co. Ltd. (week (week ended Co. Ltd. (week (week ended. 

ended April 14) April 14) ended April 14) April 14) 

Numbe Average NwnbeJ Average NwnbeJ Av ...... NumbeJ Average 

I I I I 

Manageri.-.: .... ~; ;',-.: .... 13 38.S2 .. 69 41.t16 ........ .......... . ....... .......... 
AB8iJJtant managers .....•.. 40 21.76 62 8l.l6 .... ·zo· .... is:io· ..... 'j' · .... is:titi Clerks .......•........•... 23 15.00 61 IS.66 
Soda fountain managen ..• 21 20.33 1 35.00 4 14.63 ........ .......... 
Soda fountain clerka ....... 29 1l.36 4 11.25 66 12.40 ........ .......... 
Porten ................. 0' 9 12.04 2 18.60 ........ .... ...... ........ .......... 
Meaaengers .•.•.......••.•• 87 6.46 110 6.58 ........ .......... ........ .......... 
Total. all etore employeee. 202 19.78 299 21.28 90 13.40 1 18.00 

Total, excludina manapl'l. DB 10.61 177 10.96 8. 13.34 1 18.00 
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The average weekly earnings of male employees in the drugs and toilet 
preparations trade, according to the Census of Occupations, were $20.86 for 
Canada and $22.36 for the province of Ontario during the census year. It will 
he seen from the above table that the two companies investigated were paying 
in 1934 about the average wage which prevailed during the census year. The 
average wage for male employees, other than managers, was $10.51 for Liggett's 
and $10.95 for Tamblyn's. These averages, however, are heavily weighted hy 
delivery boys' earnings. The average wage for clerks, other than fountain, is 
relatively high for Tamblyn's but considerably lower for Liggett's. 

The Tamblyn Company employs practically no females in its stores so 
that no comment need be made. The average earnings of all female employees 
in Liggett's were $13.40, while the Census of Occupations' figures for drugs and 
toilet preparations trades were $12.42 for Canada and $13.59 for Ontario in 
the census year. The Liggett Company was, therefore, probably paying some
what above the average for all stores. 

Comparison With Independents 
The Commission secured wage data for certain drug stores in Ontario. 

As the classification of occupations is not the same in independent and chain 
stores, a complete comparison can not be made of wage rates in the two types 
of stores. Male drug clerks in independent stores average $20.50 per week, 
compared with $15 in Liggett's and $18.55 in Tamblyn's. Independent stores, 
however, make considerable use of drug apprentices, who received, on the 
average, only $10.33 per week. This class of employee was not reported in 
chain stores. The average for male fountain clerks was somewhat higher in 
independent stores, but fountain managers who receive higher salaries in chain 
stores were not reported in independent stores. Druggists in independent stores 
received lower wages than drug store managers, but higher wages than assistant 
managers, although the difference is very slight in the case of Tamblyn's. The 
wages of female employees tended to be somewhat higher in chains than 
independent drug stores. 

Hours of Labour 
As drug stores are generally open for several hours in the evening the hours 

of labour of employees are generally quite long even though the workers are 
employed on shifts. The auditors reported that most male employees in drug 
chains worked 60 hours per week and the information for independent stores 
shows similar periods of employment are demanded from employees in such 
establishments. It is perhaps almost unnecessary to repeat that hours of labour 
in excess of 48 per week are too long and that considerable improvement is 
needed in the drug store field in regard to this feature. 
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TABLE 121.-'-DIFFERENCE IN EMPLOYMENT CONDITIONS CANADA 
AND ITS PROVINCES 

Hourly rate Average weekly earnings, 1931 (b) Average 
for 1934 or houre per 
Common Sewer8and week in 

- labour in All manufac- Machinista. sewing factories 
factories (a) turing, male male machinists, (a) 

female 

Por Per Per Per Per 
Amount cent of Amount oent of Amount cent of Amount cent of Amount cent of 

average avl;n'D.g1) aVerage average average 

c. % , % , % , % Hrs. % 
CANADA ......... . 30.4 100 24.83 100 25.59 100 10.82 100 49.4 100 
P.E.I. ........... ... . .. 14.68 59 23.73 93 ···ojO· .. 55.0 III 
N.S ............. 26.6 88 20.59 83 24.51 96 85 53.' 168 
N.B ............. 28.1 92 21.14 85 .25.94 101 1.84 72 51.1 103 
P.Q .............. 28.0 92 23.78 96 25.09 98 10.20 94 50.5 102 
Ontario ......... . 30.7 101 25.72 104 25.29 99 12.06 III 46.6 98 
Manitoba ....... . 36.5 120 26.59 107 27.31 107 10.53 97 46.8 95 
Saskatchewan .... 30.3 100 27.14 109 25.72 101 51.7 IDS 
Alberta .......... 34.4 113 26.77 108 27.46 107 10.18 94 48.1 97 
B •. C .............. 40.0 132 24.57 99 28.00 109 12.10 112 48.2 98 

(al Ocmputed by Department of Labour. 
(b) Dominion Bureau of Statistics, Seventh Census of Canada, Bull. No. XXXln. 



TABLE 123-COM'PARISON OF STANDARDS OF LABOUR LEGISLATION 
IN THE PROVINCES OFCANADA AND IN THE STATES OF MASSACHUSETTS, NEW YORK, WISCONSIN AND WASHINOTO~ 

, 
,1 Masimum Houra Minimum Wacu in FactoriBa 

Child ProhibU4d Ezperienoed work- Ad..J. Lenmera 
l~~ur, Mnl, Female hours OfS in towns of I.""", under 18 

Province, etc. mlDlmum Ezeoptions at night CI ... different sise Payment .. ' IDd""" a • 10. 01 10. 
emorgencies womOD workenl Work Lenmilll LonnUno overtime 

Wk. Dy. , Woekly Daily W",kIy po:iods W"kIy periods Weekly period 
lD honn • -- -------------

P.E.I ............. ; . .. _ .....•..•. ............ ...... ...... ........ ........ . ................. . ................. . ......... .......... ........ ........ .. ...... ........ .. ... " . ............ -------------"""'. ,. Min6.l ..•.•.. ...... 8' .. ...... ........ For maintenance ' . 
work-

Nova Scotia Factories 101 Factoriss ... ...... ...... • , 121 hours a day 9 p.m.·Oa.m. Females Ill, liD 44-60 19,18 1 year 11.18 llyenra Pro rata 
Shops .. Shops ....... ...... .. ...... ........ 72 how. a week' baaed on 

60-hr. wk ----- ------------
Mines 16' Minoe ...•... ...... S' .. ...... ........ For mainteDllDce " work-

New Factories .. Foctoriu .•• ...... ...... . .. . .. 13! hours a day 10.30 p.m.- (Act DOt 
Bnmswjck Shope .. Shope" ..... ...... ...... .. ...... . ....... 81 h0W'88 weeki Gp.m . in (OI't'O) -- ---------

?dIDes .. ' Minea ....... ...... ...... ........ ........ .. 
8 p.m· . .:a a.m . 

Fomalel Pro rata, or 
12 hours a day ood .... ..00 

Quebec Fal!tories 14 Factoriea .•. ...... ...... &&. , .. 66 hoUR a woek I In emergonciea, mnl .. 10-12.60 44,48 17,16' 2y .... if mo ro, 
In towna leu than "p.m.-6p.m. !Oploe- ..,'" 60,65 ezcep\ in 

Shop' I, Shops ....... ...... ...... 60' . ....... 10,000 I1Ild ror :I 11 p.m.-7 p.m. ... fur sewing 
weeka boIore 10D. when time 
t or in urgent ca&91 nDda half 
10 bra. a day, 61 0 must be 
w .... paid. ----- ------------

M;"" ,. ' Mines ....... ...... , .' .. ...... ........ For maintenance 
8.30p:~.-7a.m '8' work- Female. 

Ontario Factoriaa 14 Factories .... ...... ....... 60' I .. lZjo houra a day In emel'ioDCi08, •• d 112.50, 48,48 '10.9.50, 1 yoar IB, 7, 0 It years Pro rata. 
721 boura n week' 9 p.m.-6 a.m. mw.el 11.60, 60,54' 0, S 

Sh .... " Shopa ....... ...... ...... 00' I .. .. 11 p.m.-7 a.m. replan- 11, 10 
I ... 
them. ----- ------------

Mine_ .. Minea .•..•.. ...... ...... ........ ........ 
12 hOurS'8 day '. Femalea 

Faetoriu 14 Factoriea .•. "'- 0" 44-801 0 50-56 houre a weeki 10 p.m. or" p.m, .nd $11-1at ........ 110:12' 6-12 "'9' 6-\2 Pro rota. 
ll8IIitDba I&' llt brs. on Saturday; or 7 p.m.-7 a.m. ~Ter mOl. mos. 

Shopa14, 13 Shopa .•..... • ...... 48' 9 12 houre 0. day 
outeido schoo1 M hoUl1l a weeki 

" '8 he .. , with 000. 16-204 and emi· ynnn. 

1-1-1-
permit. bitiou weeks, 0 

houra overtime. 
1 --- . ---



TABLE 132-COMPARISON OF STANDARDS OF LABOUR LEGISLATION 
IN THE PROVINCES OF CANADA AND IN THE STATES OF MASSACHUSETTS, NEW YORK, WISCONSIN AN·D WASHINGTON 

Muimtm Houre Minimum Wage. in Factorie. 

Child Prohibited EIJ)III'ienoed work- Adult Lenmera 
l~~ur, lI.le Female h."" en in towo. 01 lenmel"l uodar 18 

PlOvinoe, eta. muumum &caption. at nigbt CI ... different aiM Payment ... Iad.my ., ,., ., '''' emeraenciea wom .. workara Work LoanUng LoanUng overtime 
Wk. Dy. Wookly Daily Woekly ~iod. Weekly periode Week1y period 

mhn.1 

r-- --- ---------------
11'- " HiDe •.••..•• ...... • . ....... ........ For main~n9.oe 

wwk or by aano-
mont-

Sukatehewaa Factorieo " Factorioa ... ...... ...... 4" ........ 1~ hours D. day (I.30p.m.-7a.m. , .. 7 hours a weeki In eme,;noiBII, Females 114d ,. ".6011 I y"", Pro rata. 
Shops .. Shop ........ ...... ...... 411, 6ln B~ pennit, Deo. 16- 10 p.m.- 8.m. . • 

1,6(1 houra. -- ----------------
Mines " Mine •...•... ...... •• ........ ........ For maintenflDce 

10' work- .. F.maleo 
AI_ Faetoriaa 16 Faet.orio •..• .. 9 ,.' • By pennlt .. .. d 

By parmlt and e:r.- .. mal .. 112.60 48. II " Iyau Pro rato.. 
Sh_ III Shopa ....... .. • 62" •• oept malee in towo in lADle 

of Iu. tban 11,000. occupa-
tion.1D . -- ---------------

Coal Minea14 Coal Mioc.. ...... 8 . ....... ........ For DlIlintanance ". work. 
Metal Min .. 12 Metal Minee ...... 8 .. .. 48 .. · .... 8 .. 

8 p.m·.:7 a.m. 
Femal ... 

Britiah Factori. 16 Factori8l ... 48 • Preparatory o.ud sea- and ." '8.8 11,8.7 81:1loe., 1 yr., II yno. .. 
Columbia eo ....... 48 • 48 • 80nal work, main- .. mal .. 

tiOD tensnee, etc • in lame 
ShoPI •. Shops .....•. 48 8 4. 8 11 bn. on Saturday .. ollClUpa· 

or berore holidaya tiollll. 
Qutrtide lar&e 
citi ... - ------

Min. ~[w. ....... ...... ...... "",Bi' .... ·S;· In BIlUO.ai indu_ 10 p.m.:a n.m. Ma.achuaett. Factori .. if. Factoriea., • Famal. 113-IUOU 48, II P-ll lt 17·. .. 
tri .. up to 62 bra .• a p.m.-8 a.m. 
but av~ not to (tenU.) 
elIceed 48 oura. 

Bhop. 14 Rhopa ....... ...... ...... , .. ., .. . . -MiD .. 18 Min ......... ...... ...... .. ··4S·· ·····S·· 10 bra. a 'day, mul- 10 p.m.:1 a.m . New York Fac:ton.14 Factoriea .•. ... •• 8l,l7le. 87 .. 0 Slhr2nc. an 
mum overtime 78 Foma1. an hr., . lor 45 
hn. a yeAt. •• d 11:1.40, bra., 

Shop. 14 flhopa ....... ...... ...... 4. 8 Dec. 18·24, ~ weeka malasll llawk. thereafter 
lor invent.ory, under 46i. 41lc. 
cmum over- ~I aD hour. 

me 26 hra. a year 
----- ------------



WiaoonIia 

)finM •. Minell ...•. " •• " .. 
FactoriM If FllCtoriOl ... 

Shops 14. 12 ShoPl .. 
eut.ide school 

boun with 

. .•. ;,i:Jii • g' d~y' 65 hra. a 'week, 10 a 
48 8 ni&ht doy for not more 

than 4 weeks. 
.0 • 

Femalea 22-2Se. per 80, D 
hour. 

160. p er hour Time and a 
half. 

permit. 

)finN 14, 181 Mine. ....... 
FactoriOil If Factoriee .•. 

12 with per-

8' 
--1---1-----1----1---1--- ----------·1---

W .. biDcton 
mit. 

......................... i" Fish. fruit 'and "Vela-
table indUlltriee. 

Bhopalf, 12 Sbo"' ............ . 
with pl!flDit 

8 ,. 

1 Bolow ground. 
t M8lIimum hours apply aleo to "youths". In Neva Sootia, ChMg8e mndo in the oriJinal 

Factorioa Act havo resulted in the omUewn o( any ",miction 01 houn lor womon aDd young 
persona but aoetion rogardina: hours in omorgenciee is etill in the Act. In shops ill; Manitoba 
mlUimum woekly hOUl'8lor boys under 18, tiD. 

J With permit on not more thaD 36 da)l1l a yenr or 30 days a year in ehops in MlUlitoba.. 
'In northern Ontario only, and below ~round. 
I Under Minimum Wage .-\eta in Ontario and eS8U!m province8, the houre for whioh mini. 

mum Wlllee aro to be p'oid are only spocified. In the provinces wes~ 01 Oatario. mas:imum 
houre are fixed by tho Boarde with aome provision for overtimo. In Manitoba and Alberta. 
Minimum Wago Ordors havo reduced houn for women below limite filod by Fn.ctorie8 Acta. 

I Ratee V8J')' with elBlS of factory. Order of Aua:ust, ID34,l't'viIOS Order r. drones, lingerie. 
eto. Inataad of stipulnt.ing learning period and rates thoretor, now Ordor requiros omploYlnon\
of not 1088 thaD 70 p.c. lI"kiUed labour at 112.60, 20 p.o. ot 110 and 10 p.c. at fl. 

, Houts spooified in Ontario nro BI indicatod or lor lQUW workilll houn or oatnbJishment 
if lese. 

• Hi yearl for boys: 18 for ,iris. 

Females 118.20 ..,8 19.00 

• Minimum w8f!:os in Manitoba vary with clnae of factory. Until December 13, IQ34, 
rates are subject to 10 p.o. roduoLion. Minimum rates ror boye under 18 yean IS a week (or 
fint 6 months, III a week for IIOCOnd and 110 alter 12 mooth.. Statutory minimum rate for 
mea ovor 18, 26 cents on hour. 

III Minimum Wale Orden in Saskatchewan apply to cities and in Alberta. apply only to 
towns of 600 or over and to Bonft' LRko l..oui80, Wnterton Pork ruul Jasper. 

11 Mtuimum hours in shops in Roakatchowan vary with aile 01 oity. lIinimum rate. 
IU'8 subject. to li p.o. I'CIduotion II Ion than 113, to 10 p.c. if rate is 113 or over until Boptember 
30,ID34. 

It VlU'ioawith kind 01 fnotory aDd in onso of learners vlU'iaa also with &ge. 
II Vari08with locality. Rate8 for olJ)oriencod workers ovor 17 years of Rge. 
U Under Actof 1931 the Industrial Commiesion i.givenpower to limit hours aDd fil worklq 

periods. 
16 Boys under 17 yeMs of ago in Mnnitoba, 18 yeora of oge in New York. 
11 For work in laundries. Order in force August 6, ID34. emblishod 6ret minimum woge 

in Now York Stat£. Othor ordors to lollow. In Comma. minimum wages in laundriee oro 
genorally tho somo al thoflO in fnctories with a highor rate for learners in laundriell. No spocial 
rate is filed for loamers in Now York. 
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NOTE ON CANADIAN ACTION RE INTERNATIONAL LABOUR 
CONVENTIONS AS OF DECEMBER 31, 1934. 

1. By the Dominion 

Of the ten International Labour Conventions that fall within the traditional 
legislative competence of the Dominion Parliament the following have been 
!ormally ratified and implemented by legislation now in force:-

7. Minimum age for employment of children at sea (1920) 
8. Unemployment indemnity in case of loss of ship (1920) 
9. Facilities for finding employment for seamen (1920) 

15. Minimum age for employment as trimmers and stokers (1921) 
16. Medical examination of children and young persons employed 

at sea (1921) 

In the Canadian Shipping Act of 1934, which will go into effect on proclama
tion by the Governor in Council, there were included the terms of four of the
conventions above and of the four following: 

22. Seamen's articles of agreement (1926) 
23. Repatriation of seamen (1926) 
27. Marking of weights on heavy packages to be transported by 

vessels (1929) 
32. Protection of longshoremen (1922, a revision of No. 28, 1929) 

No action has been taken to ratify or give effect to: 
21. Inspection of emigrants on board ship (1926) 

The Dominion, further, has in fact put terms of three other conventioM
into effect, as follows: 

2. Unemployment (1919)-generally in effect throughout Canada, except 
for Prince Edward Island, by provincial legislation and agreements 
under the Employment Offices Co-ordination Act of 1918. (R.S.C. 1927, 

Cap. 57). This Act also implements Convention No.9. 
1. Eight-hour day (1919)-in effect by the Fair Wages and Eight Holll'" 

Act 1930 with respect to persons employed under Dominion public 
works contracts and by Order in Council (P.C. 670, 1930) with respect 
to Dominion Government employees. 

14. Weekly Rest (1921)-in effect by Order in Council (P.C. 670, 1930) 
with respect to Dominion Government employees. 

So By the Province8 
Up to 1933 there were twenty-nine conventions of which the subjects were

said to be within the exclusive legislative competence of the Province. These 
gave 261 opportunities for compliance by existing or new provincial legislation. 
Only two acts, both in British Columbia (1) (Maternity Protection Act, 1921,. 
R.S. 1924, caop. 155, and Hours of Work Act, 1923, R.s. 1924 cap. 107) have 
been put into effeet speeifically, to implement Conventions. However, under 
the Elmployment Offices Co-ordination Act, 1918, eight provinces have essentially 
put into effeet the terms of the Convention (2) of 1919 about unemployment so· 
far as it relates to public employment om""s. Five provinces (Nova. Scotia, 
--(,-) B.C. pllBtled three other bill!'! (Employment of Children. 1921. Ni~ht F..mpioyment of 
Women. 1921. and Night Employment of YouDlt Per80tl8) to implement oth('r ConventioD., but
tlu,'1!e Acb will come into effect by proclamation only when similar Acta OODle into force in the 
ather pro\·inces. 
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Manitoba, Saskatchewan, Alberta and British Columbia) also have abolished 
private fee-charging employment offices, and two (Quebec and Ontario) have 
agreed to issue no new licences, thus complying in part with the Convention 
(34) of 1933. Seven provinces (all except Prince Edward Island and New 
Brunswick) have legislation which approximates the terms of the Convention 
(26) of 1928 on the creation of Minimum Wage Fixing Machinery. By a 
generous interpretation, it is possible, therefore, to say that the provinces in 
twenty-four cases are meeting the standards of the International Labour Con
velltions. A score of twenty-four out of a possible 261 is not one of which Canada 
ran be proud. Further details of our record in this respect appear in Chart viii 
below: 



CHART VIII-IMPLEMENTING OF INTERNATIONAL LABOUR CONYENTIONS BY PROVINCIAL LEGISLATION, AS OF DEC. 31, 1934 ~ 
KEY: 0 Operative legislation conforming to termll of convention. 

E9 ConditionialllegialatioD conforming to terms of convention. 
S Legislation on subject of convention but Betting lower standarda in some respects. 
• No legialtl.tion on subject (If convention. 

Subject and Date of Convention P.E.I. N.S. N.B. P.Q. ONT. MAN. 

1. Eight,..hour day, forty~is:ht,..hour week in industry, 1019 ........ • 
G(minel)1 
• (other) 

e(mincs)i 
• (otber) • 

e(mincl)' 
• (other) • 

2. Unemployment, 1919 ...... .................................... • • • e e e 
3. Employme.nt of women before and alter child birth. 1919 . ...... • • • • • • 
4. Night work of women, 1919 ....... ............................. • 0 e 0 0 0 

o (faet.) • (fact.) o (Cact.) o (Co.t.) o (Co.t.) 
5. Minimum age for child labour in indul!ltry, 1910 ...... ........... • o (mines) e (mines) e (mines) o (mines) • (minea) 

• • (othor) • (other) • (othor) • (other) • (other) 

6. Night work of young persons in industry, 1919 ............. ..... • 0 e 0 0 0 

10. Minimum age (or child labour in agriculture, 1921 ... , ...... ..... • • • • • • 
11. Right. of 888OC'iation of agricultural worken, 192L., ......... -. No leg islation to prevent as 8Ociation. 

12. Workmen'. compensation in agriculture, 1921 .. , .............. _. • • • • • • 
13. White lead in paint.ing, 1921 . ........ ........................... • • • • • • 
U. Weekly root in industry, 1921. ..... , ....................... - .. • • • • • e 
17. Workmen's compensation for accidentA, 1925 .•.•.•. , ...... , .•... e' 0 O· O· 0 0 

18. Workmen's compensa.tion for occupational dilcaaes, 1925 ... , .... • 0 0 0 0 0 

19. Equal treatment, workmen's compen8Q.tion, nntionaland foreign 
worken, 1926 ....... .......... , ............................ • e' e' e' e' e' 

20. Night work in bakerie., 1925 . ........ , ........................ • • • • • • 
24. Sickness iDsuranee-induatry, commerce and domestic 86rvice, 

1927 •.••.• _ .. _ ....•...•....................•... _ .... _ .... _. • • • • • • 

BASK. ALTA. B.C. 

G(minls)' e (mines) I 

e (Co.t) • (other) 0 
e e e 

• • 0 

0 • ED 

o (Co.t.) o (Ca.t.) 
o (mine9~ o (minea) 
• (otber • (other) ED 

0 • ED 

• • • 
-• • • 

• • • 
e • • 
0 0 0 

0 0 0 

e' e' e' 
• • • 
• • • 



! 
\ 25. Sickness iD8llranoe-a.griculturaJ workert. 1927 •..•.•.•.•.•...•. • • • • • • • • • • 26. Minimum wago..fixing machinery, 1928 •.........•.•.•......... • e' • e' e' e' e' e' 0 

29. Forced labour, 1930 ..•..•.....•.....•.....•.•.•.•••••.•.•..... • • • • • • • • • -
30. Hourtl of work in oommerce and offices, 1930 ..•••••••.•.•••... • • • e e' e' e' e' 0 

31. BOUN of work in coal mines, 1931. .......................... .. • e e • • • e e 0 

33. Minimum age for child la.boar in non-indultria.1 employment, 193 2 • • • • e e • e • 
34. Fee--charging employment agencies, 1933 ..................... . • 0 • 0 e 0 0 0 0 

35. Old-age in.sumnce in non-agricultural employments, 1933 ...... . • • • • • • • • • 
36. Oldooage in.sura.noe in agricultuml employment, 1933 ..•......... • • • • • • • • • 
37. Invalidity inaurance in non-agricultural employments, 1933 ..... • • • • • • • • • 
38. Inva.lidity insurance in agricultural employment, 1933 ..•.•..... • • • • • • • • • 
39. Widows' and orphans' insumnce in non-agricultural employments 

1033 .•••.•.•••..•••...........•..••...•..••..••..••••.••.. • • • • • • • • • 
40. Widow,' and orphans' inlJUl'aDOO in agricultural employment, 19a 3 • • • • • • • • • 

·Not to go into effect until similar statutes are put in operation by other provinces. 
1. Eight-hour day for miners below ground only in Nova Scotia. New Brunswick, Northern Ontario, Saakatchewan and Alberta. In British Columbia miners both 

above and below ground have 8-hour day. No 48-hour week stipulated in legislation. 
2. Compensation Dot payable as early as the 5th day after accident 8.1 in convention. 
3. Contrary to draft convention, compensation to alien dependantl residing outaide Canada may Dot be greater than oompcDlJfltion payable under Jaw of other country 

or may be reduced by boards. 
4. Minimum wage law applies only to women or to boys and men replacing female employeel. Does not apply to home workera 8.1 specially required by convention. 
5. Factory Act or Minimum Wage ordera limit hours or females in shops but permit longer hours per day or per week than convention. 
6. The Provincial Act applies only to railway wnrkers. 



ANNEX VI 
Supplementary to Chapter VII. 

FURTHER STATISTICS ON DISTRIBUTION 
TABLE 123.-RELATIVE PROPORTION OF CHAIN STORE SALES TO TOTAL SALES FOB, 

SELECTED KINDS OF BUSINESS IN CANADA AND THE UNITED STATES 

Kind of Busine8B 

"o.riety, 5-and-lO, and to-a-doUar stores .................................. . 
Offioo and store mechanical appliances and typewriter stores .............. . 
Household appliance l!ltores ................ _ .......... , ................... . 
Combination stores (groceries and meats) .............................•... 

~illt:g~~t;i~~·.::::::::::::::::::::::::::::::::::::::::::::::::::::::::: : 
Shoe stores .............................................................. . 
Drug stores .............................................................. . 
Restaurants and cafeterias (including lunch rooms) ......................... . 
Women's apparel and accessories stores ............................. . 
Men's clothing and furnishings stores and custom tailors .......... . 

Per cent of chain store 
sales to total sales of all 
stores in same kind of 

business 

Canada United 
States 

1930 1929 

93·60 60·12 
73-40 50·77 
58·31 50·50 
33·21 32·22 
28·53 45·70 
24·79 33-8. 
22·58 37-95 
18·57 18·49 
18·50 13·63 
15·84 22·7\ 
14·29 2\016 

TABLE 124.-DlSTRIBUTION OF SALES OF HANUFACl'URINO PLANTS IN CANADA, 1930 

Value of 
Peroezd.ap Distribution 01 Salea of FiI'lD8 Reporti.nc Bales to-

Ind ....... p~ Manufa.c- Other M_ ... 
Other Indaatrial 

dllCtion t...,.· ",hoi .. turera' 
""'"~ 

aDd other 
10 .. wholesale 

""'en 
.. tail ers(!) lui • 

branches branches """,wnen 

• % % % % % 
Biscwtll, conIootionery, e= etc 48,050,602 .... 28.7 •. 1 40.9 1.' 
Bread and othel" bakery uats 73.694.894 .......... .... ·42:3· . ......... r.l .... · .... ·c:4' Butter and ehoo!O ............•.•. 113.018,789 .... ·ii:"· · .. · .. iT ')26.3 
Coffee, tea and IIpioos ....•...•.•• 24.378,447 14.8 53 .• ••• Fish curirf. and paekinc .•.....••. 32,(173,308 . 7 41.8 · .. ··Ta· (10)15.8 •• Flour and eod mill •..•..•. , , •. ,. 144.866,946 ••• .... 16.7 ~ll'.7 
Fruitand vecetab1eJ':I"Btion&., 31.458,418 ••• 67.8 ••• 26.1 1.1 
Piokle" vinegar an .. U08ll •.••• , , 11.035,337 41.8 H.9 .. · .. ·3:i· 17.8 1.. 
SlauchterillC and meat p80kinc ... 184,029,9&3 86.8 ... 48.' U 
Sucar refinerie ................... 42,93&.722 .......... 71>.' .......... • •• .... 
Tobaooo, cis:81'8 and oi&arette8 ..• 85,671, '188 .......... 70,1 . 1 .... •• 
B).)taand shoe ................... 40,t78,911 •• .. .. 1 .• 71.8 •• Clothing.l80tory. mem' .......... 40,819,423 ...... i:r (1)8.8 18.S 78.0 1.1 
Clvthi~, factory, women· •...•.. 61,818,948 7.' U .... ••• Fumillhing ,ooda, man· •....••... 28,184.810 I .• 20 .• ••• 13.2 I.' 
Batl and ca~ ..................... 14.224.789 ••• 18.4 ••• .... S .• 
Hosiery, knitted.JQOdeandlahrio 

".1 I.B 110.' ... ,lovee .................•..•...• 84,117,024 ••• 
Furniture ........................ 88,866,198 '.B ••• '.1 61.2 II .• 

Electrical apparatua and supplie •.. 104.177.100 ~9.8 27.6 . 1 8.1 81.8 
Bardware and tool ............... 21,474.188 I.' 89.8 ...... iT (Ol .... 28.7 Pain"'. P-i,ID.8I1ta and varniebu ... 23,966.60.2 ••• .... .... 89.8 

Automobile •....•..•...••••.•..•. 101.077.487 '4.4 12.1 ••• 87.8 •• 
Medioinal and pharmaoautioal 

I't.768.806 11.8 27.1 '.7 47.0 I.' preparatiOlQ ................... 
Soap. and wa.~ compound ..... 18.167.838 1.8 ".1 ...... iT 27 .• '.1 
Rubber ,cod., j ucJ.i.q tootwolD' 78,152,678 28.' ••• 21.8 n.2 

II>InO)Udee department .toree and chaine. f:)ConaiItl obiefty of aal_ to bakori81. 
I)Inoludel lalOI to hotol. and other IPJ'IO UIBl'.. )Include. we. to farmerll. 
I)InoJudel .alel to retaU brOllohe.. ')Include. whoJeaale ~ohea. 

(t)InoIude •• ale. 01 ftuid milk and Ql'88JJl by dairy factorie.. I)Ino1udea aale. to retail branchu. 
(I)Inoludea .oJe. to retaU Muche •. 

434 

Ho .... 
hold ~ ........ '" 

% % 
1.3 U 

70.1 .. ··· .. ·:3 (t)20.9 
.1 •• .S 41.4 

('l •. ' 26.7 
. 1 ••• •• .... 
•• ••• . ......... 1.7 

.1 .1 

• • .1 
'.1 .... -;:·:i 1.1 

•• •• •• •• 
•• 1.8 

• •• .7 

•• B .• 
•• ••• 1.' •• 
. 1 .... 

1.3 '.1 
.1 • •• .8 81.0 
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TABLE 12S.-NUMBER OF nr.'.IN STORE UNITS OPERATED IN 1930 AND NUMBER 
ESTABLISHED lATER THAN 1925 

Date or Opening 

Kind of Business 
Toml 
Units Later Per ~nt 

than later than 
1920 1925 

General me-rehandise ... _ ............ ' ........................... . 
Apparel group ....................... " .......................... . 
Furniture and hou..coehold group ................................... . 
Food group .........................................•............. 
Lumber and building group ...................................... . 
Restaurant p:roup .....................•.............•....•...•.... 
Automotive group ................................. ' .. ".' ....... . 
Office 8pplian~ group, .......... ' ............................... . 
Drug stores ..................................................... . 
All others ....................................................... . 

611 
660 
481 

2,669 
1,122 

290 
641 
173 
292 

1,395 

334 
309 
239 

1,806 
317 
130 
5119 

27 
130 
630 

/;4·67 
60·46 
49·69 
67·67 
28·25 
44·83 
70·04 
15·61 
44·52 
45·16 

TABLE 126-NUMBER OF COMPANIES. NUMBER OF UNITS AND SALES OF GROCERY, 
COMBINATION AND MEAT STORE CHAINS COMBINED, 1930-1933 

- 1930 1931 1932 1933 

Number of chains ............................ 88 87 85 87 
Number of stores (maximum) ................ 2.353 2,418 2,395 2,348 
Total sales .................................. $128,291,800 1124,642,400 1109,693,300 1102,940.200 
Index of cha.in sales (1930=100) ............... 100.00 97.16 85.50 80.24 

TABLE 127-<:ANADA-RETAIL MERCHANDISE TRADE, 1930-1933 

NUMUB OJ' CHAINB, CHAIN STOBBB, Tm . .t,L CHAIN STOU SALBS Alm Pi:BCBNTAGJ: OJ' CHAIN &roB. 
SALES 1'0 Tar.t,L SA.LB8 

Kind of Businesa 1930(') 

All Stores, Total-
Chains (number)..... .•.. ............... 518 
Chain stores (number)................. .. 8,097 
Chain sales .............................. S 487,33.,,000 
Total sales .............................. 12,755,569,900 
Percentage, chains to total............... 17.7 

Grocery and Combination Storea-
Chaina (number), ...................... . 
Chain stores (,number) .................. . 
Chain sales ...••.•••..••••.•••.•...•••.•. S 
Total sales .............................. S 
Percentage, chaine to total .............. . 

Variety. 5--and.l0. and to-&-DOllar Stores
Chains (number). ....•.....•.......... ,. 
Chain stores (number) .................. . 
Chain eales ..•........................... S 
Total salea .................•............ S 
Pereeutage, chains to total .............. . 

FilliD Stations-
Ct.aina (number) ....................... . 
Chain stores (number) .................. . 
Chahl sales .............................. $ 
Total ealee .................•............ S 
Percentage, chains to total .....•......... 
87131--28; 

66 
2.004 

119,498,600 
4()5.,403.400 

29.5 

15 
313 

39,383.600 
«,212,200 

89.1 

28 
646 

14,875.300 
66,449.300 

22.4 

1931 

506 
8,188 

434,015,200 
2,325,732.000 

18.7 

69 
2,098 

117,099,500 
360,872,000 

32.4 

14 
3~9 

as, 906 , 700 
43,565.000 

89.3 

27 
686 

15.552,200 
60,195.000 

2 •. 8 

1932 

488 
8,066 

360,630,100 
1.917.219,000 

18.8 

71 
2,151 

104.442.600 
315.825,000 

33.1 

14 
339 

35,474,800 
39,629,000 

89.5 

26 
703 

14.705,800 
54,091.000 

27.2 

11133 . 

461 
7,900 

328,736,700 
1.776.884.000 

18.5 

75 
2.132 

98,600.500 
297,306.GOO 

33.2 

14 
34!1 

33.348,600 
37,257,000 

89.5 

30 
738 

14,071.100 
47,842,000 

29.4 
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TABLE 127-CANADA-RETAIL MERCHANDISE TRADE, 193D-1933-Condtul«i 

NUDBR OJ' CHAtHA, CHAIN S'I'ORU. TOTAL CHAlK BTou SALM AND PBBaH'l'AO. O~ CHAIN &roD 
SALBS 'l'O TO'rAL BA.us-Concluded 

Kind of Business 1930(1) 1931 1932 1933 

lrIen'. and Boys' Clothing and Furnishings 
(including custom tailors)-

Chains (number) .....•.................. 22 22 19 14 
Chain stores {number) ................... 176 179 148 126 
Chain eales .............................. S 9,866,800 8.253.600 6,784,700 6,405,200 
Tota1sales .............................. S 72,110.600 68,759.000 46,876,000 44,520,000 
Percentage, chains to total ............•.. 13.7 14.0 12.3 12.1 

Family Clothing Storett-;" 
Chaina (number) ......... '" •.....•...• , 13 13 12 12 
Chain stores (numbc!r) ................... 66 65 67 62 
Chain sales .............................. S .,7{6,~~ '.420.100 3,873,700 6,722,000 
Total oal ................................ I 42,144,100 36.976.000 31,845,000 31,593,000 
Percentage, chaine to total ....••......... 11.3 12.0 12.2 21.3 

WoCe:~t!?n=~:t. ~~~i~.~~.,. 28 25 19 16 
Chain stores (number) ................... 183 186 164 1« 
Chain sales ..............•.•.............• 8,584,800 6,828,100 5,093,700 4,029,400 
Total sales ................ , .•...........• 69-J808,OOO 61,236.000 49,405,000 44,688,000 
Percentage, chains to total ............... 12.3 11.2 10.3 9.0 

Shoe Stores-
Chain8 (number) ........................ 1 IS 19 22 
Chain stores (number) ................... 193 212 230 257 
Chain sales ..............................• 7,702,700 7,687.500 7,094,SOO 7,114,800 
Total sales. . . . . . . . . . . . . . . . . . . . . . . . . . . . .. • 35,908,000 32,259.000 27.802,000 26,284,000 
Percentage, chains to total .........•..... 21.6 23.8 25.6 27.1 

Household Appliance Storea-
Chains (number) ........................ 19 17 17 16 
Chain stores (number) .•....• , ...••...... 283 269 266 250 
Chain sales ..............•.....•.........• 10,282,000 7,68~:~ 6,216,SOO 6,299,700 
Total sales ............................... 17,798,200 14,247. 10,866,000 9,209.000 
Percentage, chains to total ............... 67.S 53.9 67.1 67.6 

Restaurants, Cat'eteriu and Eating Places-
17 Chains (number) .....••.••••..•......... 21 20 17 

Chain stores (number) ................... 252 243 224 216 
Chain sales ..................•...........• 13,438,600 11,011,700 8,262,600 7,129,300 
Total salea ............................... 76,977.100 62,010,000 47,673,000 41,666.000 
:Percentage, chains to total .... : .......... 17.7 17.7 17.3 17.1 

Dru~:!i:(;umber) ........................ 31 32 32 29 
Chain stores (numbeI') ................ " . 284 299 305 297 
Chain sales ..........•...•...•...........• 13,971,300 13,584,600 12,520,000 11,001,300 
Total wes. . . . . . . . . . . . . . . . . . . . . . . .. . . . .. • 76,848,900 70,510,000 63,818,000 57,068,000 
Percentage, ehains to total ...........•... 18.2 19.3 19.6 19.3 

(I) Figures for 1930 have been revised. to provide for the reclassification of some atorea by type of 
operation and the use or aalea figurea by firma Ul8tead. of individual unite. 
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TABLE 128-PERCENTAGE EARNED ON INVESTMENT 

Year G. Tamblyn I. G::!~::ias 
Ltd. Ltd. 

Dominion 
Stores 
Ltd. 

% 
1923 ..................................................................... . 
1924 .•••••••..••.•••••.•••.••••••.••••••.•••.....•••.••••••...•.•...• , •...• 
1925........................................................ 20·15 
1926................... ...................................... 18·95 
1927........................................................ 18·M 
1928 ....••.•.•.•...•...••...•.••••••.•••••..••.•. ;...... .•.. 16·38 
1929........................................................ 19·50 
1930.................................. ...................... 16·53 
)931........... ......•........ ...•..................•.. . . ... 16·36 
1932........................................................ 11·47 
1933........................................................ 9·39 

% 
31·13 
21·21 

.~~:~~ 
2{)·51 
19·64 
22·91 
20·57 
19·75 
17·54 

(notavailable 

% 

· .... ··j6:jj .. 
16·65 
20·52 
19·89 
18·38 
14·36 
12·30 
12·10 
8·54 
8·08 

TABLE I29-RELATIVE NUlIBER OF GROCERY AND COMBINATION (GROCERIES AND 
HEATS) STORES 

(Independent and Chain Stores. by Ciu, Grouped Acoorciiq to Proportion of Chain store Salea) 

Iadepeadent Ston. Chain Store. 

N= .... p",-
-..,01 Total 01 of Nom .... 

ohain store sal. to Cities PO: ....... A ....... oboin of A ....... 
totaJ aaJ. .. =. "" .. .to ... .... .... ... .. ... ..... to .C'.J. "'" pendeu.t ...... total .to .. ... '" oal .. .t.". ------

I I 

Over 60 per oeat .•..••••.. W"mdaor, Toronto. Verdun., .•• 1&&,060 ... It,91U .... 11,007 '711,150 

fO-6O par oeat •••••••.•••• Hamilton. Ca1pry, Ottawa ••• 866.180 f78 18,103 "O·g 1,688 6O."H 

10-40 per oent ••••••.•.•.. Saakatoon. VanaouvtD', Regina, 
IG~~.W~.B~~ 

622,718 ... ford .•••.•••••••••••••.••••. H,272 84·& ',613 ",814 

20--30 per caa.t •••••••••••• LondoD. M_tnel. EdmontoD. & ••• . .. 18,482 .. .. 3,1211 65,187 

l~20par 0IIIIlt •••••••••••• Saint John, Balifu, Quebeo, 
Victoria, Three RiV8l'll ...... 811,9U ... 15.9M 111·8 8.718 ".9a 

1 The Average for Windeor is $48,562, for Verdun $49,402, a.nd for Toronto $87,308. 
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CHART VI 
Total Sales of all Divisions of T. Eaton Company Limited nnd Robert Simpson 

Company Limited 

(Sem.i·logarithmic scale) 
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CHART VII 
Bllies of l'\venty-two Department Stores and Mail Order 

Wart'houses. and Sales by Citice, 1925-1933. 
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INTRODUCTION 

The following survey of combine and trust legislation is not exhaustive; it 
represents at best an endeavour to describe the mllnner in which the principal 
industrial nations of the world have attempted to cope with the question of 
industrial combinations. Most of the material used in this summary is drawn 
from a "Review of the Legal Aspects of Industrial Agreements" prepared in 
1930 for the Economic Consultative Committee of the League of Nations. 

The difficulties attending the compilation of such a survey are many and 
varied. As an example, in the case of the United States of America the mere 
quotation of the terms of the various anti-trust laws would fail to convey a 
correct or adequate picture of the situation there without a description of the 
principal interpretations given these laws by the United States Supreme Court, 
which, to refer to but one instance, have, by the introduction of the "Rule of 
Reason," considerably modified the original intent and meaning of the Sherman 
Law. To enter into any exact analysis of the interpretations of the anti-trust 
and anti-combine laws of the United States would involve the citation of copious 
extracts from a large number of court decisions. These decisions change their 
purport and their effect with the changes in the economic development and 
general viewpoint of the nation and vary according to the particular circum
stances of particular cases. An exact and comprehensive summary of the anti
combinEl laws of other count.ries would involve even greater difficulties, as many 
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are based upon the gradual growth and development of common law, evolved 
under different and less complex economic conditionS and modified by many 
statutes which, though not specifically formed for the purpose of combating or 
regulating trusts and combines, nor expressly referring to them, may, neverthe
less, be made applicable to them. Other countries have placed on their statute 
books special laws which relate only to one or more particular commodities and 
which yet specifically mention combines or trusts in connection with them. 

The post-war years have been years of widely varying economic conditions 
with abrupt and exaggerated price fluctuations, accompanied by basic changes 
in many governments which have in some cases involved different and even 
distinctly opposed policies on the subject of combines and trusts in the same 
country and within comparatively shOit periods. Measures to curb or regulate 
profiteering, price manipulation, and unfair trade practices have been essayed 
by most governments and though these have not necessarily mentioned trusts 
and combines specifically they have generally exerted a material influence upon 
them. Many of the governments of the world are now experimenting with, or 
at least seriously debating, comprehensive and drastic reorganization of industry 
and industrial control. Even in the United States individualism and free com
petition have been called in question and an experiment in government regula
tion of industry is being tried. This survey has not included any treatment of 
the United States National Recovery program. In Russia and Italy, and to a 
less extent in Japan, state control of various guild systems is being undertaken. 
Germany and Norway, followed by Poland, Hungary, and Czecho-Slovakia, have 
enacted extensive measures of combine control and supervision. 

The generally accepted differentiation between "good and bad combines" 
has been greatly accentuated, particularly since the depression. Advantages of 
rationalization and stabilization of industry as opposed to disadvantages of 
unrestrained competition have been sharply emphasized. There has been a 
general desire, acutely stimulated by the depression, to secure the undoubted 
benefits to be derived from industrial organization or combination while guarding 
against the evils to be apprehended from it. How can the right of combination 
be curtailed without unduly restricting individual liberty; how can it be left 
unrestricted without destroying the liberty of individuals and possibly the power 
of governments? The following survey will attempt to show how certain 
nations have attempted to deal with these problems and how they have failed 
to find a entirely satisfactory solution of them. 

Trade combinations may be classified in a general manner as (a) mon
opolies, (b) combines and cartels, and (e) trusts or mergers. 

(a) Monopoly.-The distinguishing characteristic of a monopoly is control 
of all or practically all of the trade in a particular field, either by government 
franchise or otherwise. The regulation of rates and operating conditions of 
authorized "natural" monopolies, classed as public utilities, is a function of 
government distinct from the regulation of combines and trusts, and is not 
reviewed in the present survey. 

(b) Combines and cartels.-These two terms may be taken to be synony
mous; the former being the Anglo-American expression, while the latter is used 
upon the continent of Europe. The eombine is distinguishable from the trust 
in that it does not necessarily constitute a legal entity with property of its own, 
as distinct from that of its members. It is essentially an agreement between 
individuals or companies who, without sacrificing their separate commer
cial or industrial existence, agree to pursue by concentrated action a specific 
economic result. The agreement may take any form from a " gentlemen's agree
ment" to a definite contract of ostensibly binding quality between its members 
and it may cover joint selling and buying agencies, an allocation of territory, 
control and ,restriction of production, the fixing of common selling or buying 



LEGISLATION 441 

prices, or any or all of these and other functions. In some cases, for reasons of 
practical convenience, a combine may take on the outward form of a company 
proper, with a separate legal personality, but such a company is really no more 
than an executive instrument. Joint selling or purchasing agencies, for example, 
frequently assume the form of commercial companies, but they operate for the 
exclusive profit of their members rather than for themselves. 

(c) Trusts.-Tbe trust or merger is a company in the full legal and commer
cial sense of the term. It has its own independent existence, legally separate 
from that of its memhers. It has capital which is its personal property ai\Q. 
it enters into contracts with third parties on its own account. The trust 
essentially seeks to make profits for it.."'llf. It influences, either directly or 
indirectly, other undertakings in which it has financial, commercial, or industrial 
interests and which it keeps subordinate to itself and from which it draws 
dividends. Trusts, too, are able to overcome their competitors much more 
effectively than combines by a series of devices, i.e., acquisition of shares, 
refusal to deliver machine tools or raw materials or other boycotting measures, 
price-cutting in certain markets, etc. The power of trusts is, moreover, enhanced 
·by their ability,. through a more complete integration, to embark upon vast 
programs for control of production and markets. 

Public opinion is mainly concerned with the sales policies of trusts and 
combines, i.e., whether they tend to ·raise prices or to introduce unduly harsh 
terms of business, while public authorities direct their attention both to the 
internal organization of combines and to their external organization, i.e., to 
the excessive power possessed by the combine or trust over its own members 
and over third parties outside the organization who may be either competitors 
·or consumers. In countries where economic development is more advanced 
the public authorities have usually endeavoured to suppress abuses of power 
by combines when such abuses are directed toward the ruin of competitors 
by boycott or systematic price-cutting. Governments have also tried to check 
abuses which are :within the power of combines and which operate to the 
detriment of consumers, i.e., excessive prices, refusal to sell to certain buyers, 
.etc. Different governments have agreed in regarding such abuses of combine 
1P0wer as intolerable restrictions on the freedom of commerce and industry. 
!fhose legal systems which are founded on Roman law, such as in France, 
Belgium, and Italy, have adopted the conception of public order, while Anglo
American law has followed the closely related conception of unreasonable 
restraint of trade. In Germany the idea of the infringement of bonos mores 
bas been confined to the protection of purely private interests, and in Norway 
the idea of abnormal price or unreasonable profit has formed the basis of 
legislation. 

Judicial suppression of the abuse of power by combines both in the field of 
criminal and civil or commercial law has not been uniform nor, it must be 
admitted, very effective. The chief explanation is that the notion of public 
order is essentially a question of opinion which must be left to the decision 
.of judges. These opinions va·ry with the importance of the part played by 
.trusts and combines in the economic life of the particular country and to 
the importance attached by its courts to the maintenance of trade and industry 
<>n a competitive basis. 

Common law fails to deal adequately with the regulation of trusts and 
combines. It belongs in large part to a period prior to their development 
and it is difficult, without some board, bureau, or other body ·entrusted with 
/luch a function, to track down these abuses unless under particularly aggrav
ating circumstances. 

Jurists have been led to recognize that abuses of power by trusts and 
{!ombines belong to the realm of economic policy. The importance of this 
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realm is constantly increasing in proportion to the development of these organ
izations. Germany and Norway have considered the suppression of abuses of 
.combine power to be a question of public law, and special courts of adminis
trative law have been established to deal with them. A similar tendency has 
existed in the United States of American and Canada and in some other 
countries. 

Two main conflicting points of view with regard to trusts and cartels have 
been in evidence since these complex industrial organizations have become a 
problem in the life of nations. The American conception, and to a lesser 
extent the British, is one of maintenance of the principle of competition in 
the interest of consumers and small producers or traders. This policy in 
Great Britain rests on the common law. English common law was adopted 
in the United States and was further elaborated by the anti-trust laws of 
that country. Canada and other members of the British commonwealth 
followed a similar course. The European conception has seriously compromised 
and invaded the competitive system by a combination movement supported in 
varying degrees by governmental co-operation and regulation. 

The German school of thought, which belongs to the latter class of national 
economy, considers that combines and trusts, whether "good" or "bad", must 
not be permitted to go uncontrolled, and the governments which support this 
view are finding themselves being drawn more and more into supervisory 
functions involving the regulation of prices, production, and sale. Even the 
United States has turned recently in this direction. 

SYNOPSIS OF LEGISLATION ON TRADE COMBINATIONS 

The following list indicates the main legislative measures adopted by various 
leading nations to regulate and protect the public from abuses of combinations 
in trade and' industry. The countries listed are divided into three- groups. 
Countries in the first group have special legislation designed to regulate cartels 
and other trade combinations or to otherwise prevent the formation of detri
mental combines. The second group consists of countries which have no specinl 
cartel legislation, the principles of the ordinary law being applicable to such 
organizations. Countries in this group have, however, laws relating to special 
classes of trade combinations or applicable to certain injurious policies such as 
the maintenance of prices at unreasonably high levels. The third group con
tains nations whose governments at present exercise extreme powers for the 
operation or general administration and control of industrial enterprises. 

1. Oot7NTIlIES WITH 9PBcIAL LAws OoNCBBNING Cl.urrms AND Ol .... INBS 

Argentine-Law _inst Tru.ts. (l923). 
Australio.-Australian Industries Preservation MIs. (1906-1910). 
Austria-Law rej!arding Combines. (1870). 
Canada-Combines Investijt&tion Act. (1923). CriminlLl Coele. S..,tion 498. 
C.echoslovakia-Law Regarding Price Rinp;s. (1936). 
Denmark....,A.ct rel .. ting to Price Agreements. (1932). 
Hungary-Law rej!ardina: Cartel.. (1931). 
New Zealand-Commercial Trusta Act. (1910). Board of Trade Act. (1919). 
Norway-IC Act regarding the Control of Limitation of Competition and Im"Proper Mani()ula-

obion of Prices." (1926). 
Poland-Law regarding Price Rings. (1003). 
Sweden-Aot for Investigation of Cambines. (1925). 
Union of South Africa-.Meat Trade Monopoly Act. (1909). Act against Monopolistic 

Combinations. (l9~). 



LEGISLATION 443 

lll. CoUNTBIES WITH NO SPBmAL LAws OlNCEBNINO CAIrrELs AND CoMBINES DB WITH NO 
AnMINIBTBATIVB SuPERVISION 

Belgium-Punish,meDJt of the offence of fraudulently or abnormally afl'ecbink rprices (Criminal· 
Code. article 311). 

Invalid&1tion by the courts of agreem"ents contrary to public .polioy-. (Civil Code, article 
llal). 

Damages awa.rded to persons injured, by acts of uma.ir .com'Petition (Civil Code, article 
1382). 

No geneml administrative BlLPervision. 
France-Punishment of the offenee of '(r&udulently or abnormally affecting prices (Penal 

Code. a.ticie 4ol9). 
Invalidation by the courts of agreements eontrary to "uhli .. policy (Civil Code. article. 

6 and ll31). 
Damages awarded to persons injured by aots of unfair competition (Civil Code. article 

);182). 
No general administrative ~ervision. 

Grea.t Britain-Invalidation by Uhe courts of a~eemems in undue restraint of Vade. 
No penal measures in foree. 
No general administrative supervision. 

Netherlands-Punishment of fraudWent acts arising out of illicit aweemeDJts (Penal Code). 
No admin·istrative supervision. 

Switzerland-Invalidation by the courts of agreements havintt objects such as f)q)loitiIut the 
public for undue ~in throudl monopolistic agreement or excessive restriction of 
eoonomic freedom of members af cartels. 

No general administrative SUlPervision. 

111. CoUNTBlBS WITH WIDE GENERAL'REouLATION OB OPERATION OJ' 'INDUSTRY BY GoVERNMENT 

Germany-Administra.tive and court supervision of industry under Cartel Decrees of 1923 
to 1933. 

Italy-Punishment of ¢he off'en.ces of restricting freedom of trade iby force or threw (Crim
inal Code, article 165), and' af affectinK market priees by fraudulent means (Crimine.l 
Code. article 293). 

Invalidation by the courts ol agreements .contrary to publie policy (Civil Code, articles 
1119 and 1122). 

Administrative SU/perv·ision of. industry. 
Japan-Administrative supervision of many industries under Industrial Control Le.w at 1931. 
Russia-State opera'tion of industry and trade. 
Spam-Adminwative regulation of industria.l production under Decree of November 4. 

1926. 
United States at America-Administrartive regulation of trade and industry under National 

Industrial Recovery Act of 1933. 
Prohibition of monopolistic BfUeements under National Industrial Recovery Aet. Sherman 

Anti-Trust Law and other stM.utes. 

THE ARqENTINE REPUBLiO 

A genera.! law was enacte<l on August 23, 1923, renderi!,!!; abu~es of power by 
trusts a punishable offence. A few months later an admmlstratlve decree was 
issued supplementary to this staoute containing a detailed list of necessities of 
life which were to be safegu~rrl&i against monopolistic conl·roi. 

A number of other statutes, not exactly to be termed trust legislation, have 
been enacted supplementary to the general law. A law of October 3, 1923, fixed 
maximum and minimum prices f,)r meat, and a second law of the same date 
stipulated that cattle should be sold only on the basis of live weight. A further 
law, also of the same date, dealt with the control of the meat trade. 

The general tendency exhibited by the judiciary is one of opposition to 
trusts and a desire to restrain them. 

AUSTRALIA. 

The Austra.!ian federal government has been handicapped in the enactment 
of adequate combine laws hy the limitations of its jurisdiction. Since the War 
attempts have been made to enl:uge the powers of the federal government and 8 
referendum was held to authorize the continuance of the extraordinary powers 



ROYAl, COMMISSION ON PRICE SPREADS 

given the Australian government during the War but the measure was rejected at 
the polls. On the other hand during the War all the states of the Australian Com
monwealth, with the exception of Tasmania, enacted legislation dealing with the 
control and regulation of prices and since the War several of the states have 
passed legislation dealing with profiteering and price-fixing, including the 
Monopoly Act of 1923 passed by the legislature of New South Wales. 

The outstanding legi9lation enacted by the Australian federal government 
has been the Australian Indtldtrns Pre8f!rVation Acts, 1906-1910. In 1906 the 
legislature passed" an Act for the preservation of Australian industries and for 
the repression of destructive monopolies ". This act was directed against the 
apprehended danger of the American Meat Trust extending its activities to 
Australia. The act was amended in 1908, 1909, and 1910. 

The act stipulates that "any person who, either as principal or as agent, 
makes or enters into any contract or is, or continues to be 8 member of, or engages 
in any combination in relation to trade or commerce with other countries or among 
the States 

(a) in restraint of, or with intent to restrain, streh trade or commerce, or 
(b) to the destruction or injury of, or with intent to destroy or injure by 

means of unfai·r competition any Australian industry the preservation 
of which is advantageous to the Commonwealth, having due regard to 
the interests of producers, workers, and consumers, is guilty of an 
offence" 

punishable by a fine of £500 and a further penalty in the case of continuing the 
offence of £500 for each day during which the offence is continued. It is provided 
that it should be a defence th&t the matter or thing alleged to have been done was 
not to the detriment of the public and the restraint was not unreasonable, placing: 
the onus of p~oof on the defendant. The Act also stipulates that any person who 
monopolizes, or attempts to monopolize or who combines or conspires with any 
other person to do so is guilty of an indictable offense entailing the same penalties 
as above, or, in the case of a corporation, double these amounts. The attomey
general may proceed by indictment or may institute proceedings in the High 
Court by way of a civil action to recover the pecuniary penalties for the offence_ 
Other offences are: 

(a) Bribery in the form of rebates, refunds, etc., to ensure exclusive deal
ing, refusal to deal, or joining a commercial trust. The penalty is £500 and 
contracts embodying such arrangements are made null and void. 

(b) Refusal to sell or supply goods or services either absolutely or except 
under disadvantageous conditions to any persons for the reason, amongst others,. 
that such persons are not members of a commercial trust. Penalty, £500. 

(c) Whoever abets, procures, etc., or who is knowingly concerned in or
privy to the commission of an offence or who commits outside Australia what,. 
if done in Australia, would constitute an offence against the Act is guilty. 
Penalty, £500. 

The attorney-general is also empowered to institute proceedings to restrain 
by injunction the carrying out or continuing of any combination or contract in 
restraint of trade. Any person who is injured by an act in contravention of the 
Act or by contravention of an injunction granted as above is given the right to 
sue for the recovery of treble the amount of damage sustained by him becaqse
of the injury. No person is excused from answering or making discovery of 
documents in such civil cases on the ground that such might tend to incriminate 
him but bis answers are not to be admissible in evidence against him in criminal 
proceedings other than for perjury. 
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The Act states that "unfair competition" is taken to mean competition 
which is unfair in the circumstances, and competition is deemed to be unfair, 
unless the contrary is proven, in the following circumstanees:-

(a) If defendant is a commercial trust, . 
(b) If competition results, or would probahly result, in an inadequate 

remuneration for labour, 
(e) If competition results in creating substantial disorganization in Austra

lian industry or unemployment, 
(d) If defendant gives or offers rebates, discounts, or other reward to 

ensure exclusive dealing. 

In determining whether competition is unfair, regard is to be given to 
whether the management and equipment of the industry affected by the com
petition is reasonably efficient and up to date. 

Very little action bas been taken under this Act and its efficiency is largely 
nullified by the constitutional limits of the federal government. 

In addition to the above Act there are provisions in the Customs Tariff 
·(Industries Preservation) Act, 1922, which relate to combines and trusts and 
are designed to prevent dumping. 

Australia has a lengthy history of federal or state operation in various 
branches of oommercial enterprise including banking, insurance, canneries; and 
wages have been generally maintained in Australia for many years at relatively 
high levels through government regulation. Through these and similar measures 
the Australian governments have exerted their chief efforts toward protectin~ 
employees and consumers against high-price policies of combinations and 
monopolies. 

AUSTRIA 

The legal position of cartels in Austria is based on the Law regarding Com
bines of October 7, 1870. Section 4 of this law declares any "agreements 
between industrialists or merchants concluded for the purpose of raising the 
prices of commodities to the prejudice of the public" to be legally inoperative. 
Under the Civil Code, independent of the Combination Law, cartels may be 
declared null and void if their activities are contrary to morality or public 
policy. The only cartel. expressly prohibited by law are combinations for the 
oubmission of tenders. A law of March 9, 1921, regarding the illicit raising of 
prices, which provides penalties for agreements designed to secure undue profits 
on necessaries, service and brokerage was directed against profiteering under 
inflation conditions and has not been applied, at least recently, to cartels. The 
opportunity for exercising pressure on non-members or enforcing penalty pro
visions against members of combinations is very restricted. 

In spite of these obstacles of the law, cartels have attained a position of 
relative importance in the country. This degree of cartel organization is stated, 
by the writer of the review published by the League of Nations in 1.930 on which 
the present summary is based, to be due to a high development of discipline 
within industrial associations and to the prudent policies of the cartels wbich 
have minimized disputes calling for judicial decisions. The same writer includes 
the following in a list of general conclusions to be drawn from judgments of the 
Supreme Courts in illustration of the legal position of industrial combinations 
in Austria:-

"Cartels are not legally inoperative where their object i. to protect 
the· legitimate economic interests of the producers against middlemen or 
against unwarranted pressure to keep prices down (Decision of February 
4th. 1903)." 

"It is immaterial whether the cartel has actually had the effect of 
increasing prices as far as the public is ooncerned; it is enough if it has 
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placed the consumer in a less favourable posit.ion (Decisions of January 
26th, 1898, April 6th, 1899, and September 4th, 1914)." 

"The rationing of production constitutes a cartel, in so far 88 it is 8 
means of artificially increasing prices (Decision of September 9th, 1914)." 

"A contract relating to the closing of a factory on the strength of an 
agreement with the competitors constitutes a restriction of competition 
and is consequently regarded 88 prej.udicial to the interests of the com
munity (Decision of March 20th, 1923)." 

" ... Decision of November 23rd, 1927, declared to be contrary to 
public morality (as infringing No.1 of the Law on Unfair Competition) a 
contract of exclusion between the brewers and the bottle-fillers' corpora
tion, whereby the formation of any other bottle-filling concerns W88 to be 
prevented by the breweries by means of a refusal to effect deliveries; the 
court declared the reason given by the parties concerned, namely, that 
their object had been to remedy a crisis brought about by over-crowding 
of the industry, W88 incompatible with commercial liberty." 

The laws of the country are thus distinctly opposed to a wide exercise of 
trade control by industrial combinations. An organization composed chiefly of 
small industrialists and merchants operates in Austria 88 a special defence body 
against cartels. 

BELGIUM 

In Belgium there are no statutes specifically governing trusts and combines. 
These are left subject only to the common principles of Belgian law. Until 1867 
the French Criminal Code was in force in Belgium and Article 311 of the Belgium 
code, as amended July 18, 1924, is still very similar to Article 419 of the present 
French code. 

Article 311 of the Criminal Code of Belgium provides that where fraudulent 
methods are used to bring about movements in the prices of foodstuffs, other com
modities, or stocks and shares a crime has been committed, and this is punish
able by imprisonment of from 15 days to five years and fine of from 300 to 
5,000 francs. Moreover, even if fraudulent meanS are not used, persons who 
engineer abnormal fluctuations in price in the home market, Rwhether by prohi
bitions or agreements designed to fix minimum or maximum selling prices or by 
restrictions upon the production or the free movement of products", are also con
sidered to be gnilty. A further provision is to the effect that the court may order 
the publication of the sentence, or extracts from it, at the expense of the person 
upon whom sentence has been passed. The interpretation of Article 311 is very 
limited. Only where wrongful intent can be shown is it enforced and this is not 
considered to exist where an agreement between producers is designed simply to 
limit production in order to prevent it from exceeding the consumers' capacity 
for absorption. 

Article 1131 of the Belgian Civil Code declares invalid any agreement based 
on lmlawful grounds or contrary to public policy. 

Articlt' 1382 of the Civil Code allows a private individual to obtain damages 
if he bas been injured by agreements which constitute acts of unfair competition 
prejudicial to the freedom of trade or industry. 

Belgian jurisprudence is not unfavourable to combinations generally but 
rather in favour of concentration in industry and trade. Trusts or cartels which 
do not aim at producing abnormal rises or falls in prices are therefore lawful in 
Belgium. 

CANADA 

The first legislative action in Canada with regard to trusts and combines was 
taken in 1889, as a result of the acceptance of the "National Policy" of tariff 
protection and because of industrial and commercial developments which were 
then taldng place. A select committee was appointed in 1888 by the House of 
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Commons to investigate the activities of industrial combinations with regard to 
certain specific commodities. The committee reported its findings during the 
same year, but it did not make any general recommendations, The following 
year, an act was passed, entitled: "An Act for the Prevention and Suppression of 
Combinations formed in Restraint of TrBde". In 1892 this act was incorporated 
in the Criminal Code. As amended it now forms sections 496, 497, and 498 of 
the Canadian Criminal Code, R. S. C. 1927, c. 36, and reads as follows:-

"496. A conspiracy in restraint of trade is an agreement between· 
two or more persons to do or procure to be done any unlawful act in 
restraint of trade. R. S., c, 146, s. 496. 

"497. The purposes of a trade union are not, by reason merely that 
they are in restraint of trade, unlawful within the meaning of the last 
pre"eding section. R. S., c. 146, s. 497. 

"498, Every one is guilty of an indictable offence and liable to a 
penalty not exceeding four thousand dollars and not less than two huncked 
dollBrs, or to two years' imprisonment, or if a corporation, is liable to a 
penalty not exceeding ten thousand dollars, and not less than one thousand 
dollars, who conspires, combines, agrees or arranges with any other person, 
or with any railway, steamship, steamboat or ,transportation company 

(a) to unduly limit the facilities for transporting, prodUcing, manu
faoturing, supplying, storing or dealing in any article or com
modity wbich may be a .ubject of trade or commerce; or 

(b) to restrain or inj\lll"e trade or commerce in relation to any such 
article or commodity; or 

(c) to unduly prevent, limit, or lessen the manufacture or production 
of any such article or commodity, or to unreason·ably enhance the 
price thereof; or 

(d) to unduly prevent or lessen competition in the production, manu
faoture, purchase, barter, sale, transportation or supply of any 
such ,article or commodity or in the price of insurance upon 
person or property, 

"2. Nothing in this section shall be construed to apply to com
binations of workmen or employees for their own reasonable protection as 
such workmen or employees, R.S., c. 146, B. 498." 

In 1897 and in 1907 the Customs Tariff was amended to provide for the 
reduction or cancellation by Order-in-Council of the duties on such articles as 
might be exploited because of tariff protection by combines and trusts of manu
facturers to the detriment of the public. A clause to this general effect is 
embodied in the present Customs Act. 

In 1904 the Inland Revenue Act was' amended to provide for the cBncellation 
of the licence of any manufacturer who violated certain conditions of Bale. 

The Patent Act contains provisions for the revocation of patents if the 
reasonable requirements of the public Bre not met. 

The first Combines Investigation Act was passed in 1910 and provided for 
the investigation of combines, the machinery for such investigations, and 
measures for combating industrial combinations operating to the detriment of 
the public. 

In 1919 the Combines Investigation Act of 1910 was repealed by the Com
bines and Fair Prices Act. This new statute, together with the Board of Com
merce Act, Blso passed in 1919, and providing for the establishment of a govern
ment board of supervision, formed a new and elaborate procedure for dealing with 
trusts, combines, etc., but, on reference of a ruling of the Board to the 
PrivY Council, the legislation was declared to be ultra vires the Canadian Parlia
ment. 
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In 1923 a second Combines Investigation Act was passed. which repealed the 
two statutes of 1919. This Act. as revised in 1927. is in force as the Combines 
Investigation Act. R.S.C. 19!f7. c. 86. Its full title is " An Act to provide for the 
Investigation of Combines. Monopolies. Trusts. and Mergers". Together with 
the above-quoted sections of the Criminal Code it represents the combine law of 
Canada to-day. 

Combines are defined in section 2 of the Act as follows: 
"2. In this Act. unless the context otherwise requires 

(1) combines which have Clperated or are likely to Clperate to the 
detriment or against the interest of the public. whether consumers. pro
ducers or others. and which 

(a) are mergers. trusts or monopolies. so called; or 
(b) result from the purchase. lease. or other acquisition by any per

son of any control over or interest in the whole or part of the 
business of any other person; or 

(c) result from any actual or tacit contract. agreement. arrangement. 
or combination which has or is designed to have the effect of 

(i) limiting facilities for transporting. producing. manufacturing. 
supplying. storing or dealing. or 

(ii) preventing. limiting or lessening manufacture or production. 
or 

(iii) fixing a common price or a resale price, or a common rental. 
or a common cost of storage or transportation. or 

(iv) enhancing the price. rental or cost of article, rental, storage 
or transportation, or 

(v) preventing or lessening competition in. or suhstantially con
trolling, within any particular area or district or generally, 
production, manufacture, purchase, barter, sale, storage, 
transportation. insurance or supply. or 

(vi) otherwise restraining or injuring ·trade or commerce. 
are described by the word' combine .... 

Section 4 provides .that" Nothing in this Act shall be construed to apply to com
hinations of workmen or employees for their own reasonable protection as such 
workmen or employees ". 

The general administration of the Act is placed under the Minister of Labour. 
A Registrar is appointed, whose duties are to receive and register and deal with 
applications for the investigation of alleged combines; to call for such returns 
and make such inquiries 8.8 he may deem fit in order to examine into alleged 
combines; to make reports to the Minister; to keep a register of applications. in
quiries. and reports; to keep all documents connected with such proceedings and 
to transmit them to the Minister when so required; to supply information relating 
to the Act or any regulations under it; and to do such other things as may be 
required in connection with his duties under the Act. The Governor in Council 
may also, from time to time. appoint commissioners under the Act to conduct in
vestigations. and counsel may be appointed to conduct investigations before the 
Registrar or any Commissioner. Having received application of six persons. or 
when the Registrar has reason to believe a combine exists or is being formed. or 
when so direoted by the Minister, the Registrar "shall cause an inquiry to be 
made". If in the opinion of the Registrar. after a preliminary inquiry. the cir
cumstances do not justify further investigation he so reports to the Minister. 

The Registrar is empowered to require from any person or corporation 
written statements under oath relevant to an inquiry and can require a full 
disclosure of all contracts or agreements. If he then considers that the circum
stances justify such action or if' a return is not made. the Registrar may 
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enter the premises and examine the premises, books, and records of the parties 
under investigation. The Registrar or Commissioner is empowered to call 
witnesses and examine them on oath. The Minister may also issue commissions 
to take evidence in a foreign country. No person may be excused from giving 
evidence on the ground that such evidence might incriminate him, 'but such' 
evidence is not to be used in criminal proceedings to be instituted against 
him other than for perjury. The proceedings of the Registrar or Commissioner 
are private but the Minister may order that any pcrtion of them be conducted 
in public. At the conclusion of every investigation the Registrar or Com
missioner makes a report in writing and during an investigation the Minister 
play call for an interim report. The Minister may exercise his discretion in 
,making a report public in whole or part, but unless in the opinion of a com
missioner the public interest forbids publication of his report, it is to be made 
public within fifteen days after its receipt. 

Whenever, as a result of an investigation, it appears to the satisfaction 
of the Governor in Council that there exists any combine within the meaning 
of the Act which is facilitated by the customs duties imposed cn the article, 
Council may direct either that the article be admitted free of duty 01' 
that the duty be reduced to give the public the benefit of reasonable competition. 

In case the holder of a patent has made such use of his exclusive rights 
as to limit unduly or injure facilities for producing, supplying, or dealing 
~n the article, etc., such patent shall be liable to be revoked. 

Having provided for these measures the Act stipulates certain measures 
to be taken against offenders. Any person is guilty of an indictable offence 
and liable to a penalty not exceeding $10,000 or two years' imprisonment or, 
if a co~poration to a penalty not exceeding $25,000, who is a party, or 
privy to, or knowingly assists in the formation or operation of a combine 
within the meaning of the Act. 

Prosecution is usually conducted by a provincial Attorney-General. The 
.Act provides that whenever in the opinion of the Minister an offence has been 
committed he may remit to the Attorney-General of any province within 
,which such alleged offence shall have been oommitted, for such action as such 
Attorney-General may be pleased to institute because of the conditions appear
ing, any returns made to the Minister relevant to such alleged offence, 
,the evidence taken during the investigation, and the report covering it. If, 
,within three months after the remission of such documents or within such 
shorter period as the Governor in Council shall decide, no such action shall 
have been taken in a province as seems in the public interest to be required, 
the Solicitor.{leneral may, on the relation of any person competent to do so, 
permit an information to be laid against such persons as in the opinion of 
the Solicitor-General shall have been guilty of an offence against the Act, and 
the Solicitor-General may apply for the instruction of counsel to attend on 
behalf of the Minister of Justice at all consequent proceedings. 

In view of division of opinion as to the constitutional validity of the 
Act, an appeal was taken to the Supreme Court and to the Privy Council, 
and the Act was rleclared in 1931 to be intra vires the Dominion Parliament. 
A body of law has been and is being built up through tbe judicial interpretation 
of the Act. 

CZECHOSLOVAKIA 

Until 1933 there was no special le~slation in foree in Czechoslovakia which 
covered the juridical position of cartels. In Bohemia, Moravia, and Silesia the 
Austrian law, including the Law of Combines of 1870, was in force and in Sub
Carpathian Russia and Slovakia the Hungarian law was in force. Certain gen
eral legislation applicable to the whole country provided means for regulating 
trade combinations in the following ways: 

07131-29 
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(1) Section 113 of the constitution provided for the dissolution of such 
associations as might threaten puhlic safety and public order. 

(2) Provisions for a certain measure of public eontrol were made by Decrees 
of February 26, 1919, and April 15, 1920, which permitted the creation of 
special associations of concerns belonging to the same industry for the purpose 
of fixing prices with the co-operation of the central authorities. Ten years later 
there were no such associations in existen~e under these provisions. 

(3) A Decree of September 23, 1919, enabled the Ministry of Public Works 
to introduce a system of compulsory administration in business firms under its 
supervision, if they should act in a manner prejudic.ial to the interests of the 
community. 

(4) The Emergency (In1Iation) Decree of September 3, 1920, imposed 
certain obligations to give information and declare stocks and introduced a 
system of licences for buying and trading. This decree related only to necessities. 

(5) The Penaf law of August 12, 1921, directed against constraint in busi
ness, provided restrictions on the exercise of undue pressure in the organization 
of cartels. 

(6) A law of June 15, 1927, against unfair competition, which went into force 
January 28, 1928, provided both crimina.l and civil remedies. On the strength of 
its general clause this Act is considered applicable to the relations between com
bines and their members as well as to relations between combines and third 
parties. This law provided general provision against unfair competition and 
supplementary clauses covering specific forms, such as false advertising, false 
indications of origin, disparagement, use of deceptive names, commercial bribery, 
violations of business secrets, and the unfair use of services of employees of 
competitors. The law provided that plaintiff might bring a civil action to cease 
and desist and also for damages. The citi~ens of foreign countries were also 
protected. Penalties were: imprisonment up to six months and fines not exceed
ing 50,000 crowns ($1,500). 

(7) A law of March 28, 1928, declared null and void any cartel agreements 
which relate to building materials and which result in fixing unduly high prices. 

Finally, an Act was passed on J-uly 1!!, 19S5, which related specifically to 
price rings and combines. This act was directed mainly toward protecting the 
consuming public. It Came into force September 1, 1933. The Act provided 
for the registration of all price rings, and copies of their agreements, with the 
National Office of Statistics. This office is also to supervise the prices whkh are 
fixed on the basis of such agreements. If danger to the public interest is antici
pated the Ministry is directed to undertake an inquiry and if necessary, to 
institute conciliation negotiations. In the event of an inquiry the price ring 
must submit explanSitions with requisite data. If these are not satisfactory the 
Ministry may proceed to examine the books and other documents of the contract
ing parties. The results of the inquiry are to be reported to the Government. 
If the inquiry shows that prices are unjustified the Government may forbid 
the parties to exceed a certain price level and if this is not complied with (1) 
the parties may be called upon to deposit a sum not exceeding three million 
crowns ($90,000) i or (2) the contract may be declared to be null and void; or 
(3) the organizatIOn may be dissolved. The Government is empowered to dele
gate power to take these measures to a committee of representatives of the 
Ministries concerned. The contracting parties have a right of appeal to a 
special price ring court composed of magistrates and experts. The provisions 
of the Act may also be applied to private monopolies and to prices of goods or 
services of prime necessity as well as to price ring agreements concluded abroad 
lind applied in the Republic. 
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DENMARK 

An Act Relating to Price Agreements was passed on April 28, 1931, which 
came into force on January 1, 1932, and which is to extend until December 31, 
1936. This Act provides that a committee shall be constituted to consider price 
agreements made by trusts and similar combinations of a mOllopolistic character 
with a view to determining whether they have brought about, or are intended 
to bring about, or are intended to fix, obviously unreasonable prices for goods 
of general consumption OT seek to maintain such prices by improper measures. 
The committee is to take action upon receiving a written and reasoned request 
for the examination of any such agreement. If the committee then finds that a 
price agreement is of the nature above de.cribed it must lay the matter before 
the courts which, if they confirm the findings of the committee, will declare the 
price agreement invalid and may impose fines. 

The committee is composed of three members, consisting of a judge of the 
Supreme Court, a county judge, and a member to be nominated by the President 
of the Maritime and Commercial Court. The committee may demand· from 
the amalgamations or businesses in question all information regarding the agree
ment and the measures for maintaining It. Refusal to supply such information 
is punishable by a fine of at least K. 25 per day. The firms investigated may, 
however, refuse to divulge technical secrets. In the event of such a refusal the 
director of the Polyteohnic School is authorized to receive such information 
privately and, if he considers the refusal to be justified, he is to offer the com
mittee his guidance. None of the committee or experts is to be interested in 
any way in the branch of production or trade under investigation. 

FRANCE 

The right of combination was not a part of the principle of the freedom of 
commerce declared following the French Revolution and expressed in the follow
ing terms of the law of March 2, 1791:-

" Each individual is free to transact any business or to exercise any 
profession, art or craft that may seem good to him." 

Industrial combinations were opposed and forbidden. The right to combine 
which has since developed with the introduction of the machine and large scale 
business enterprise is still restricted within certain limits. • 

The principal provision of French law relating to combines in trade and 
industry is Article 1,19 of the Penal Code. The offence under the law, which 
dates from 1811 and was widened and made more severe by amendments of 
December 3, 1926, is the promotion of an artificial rise Or fall in the price of 
commodities. This offence can, under Article 419, be committed by the action 
of associations or individuals in exercising or attempting to exercise an influence 
on prices with the view of realizing profits other than those resulting from the 
natural effects of supply and demand. Article 419 of the Penal Code reads as 
follows:-

" All persons: 
"(1) Who by wrongful or calumnious reports deliberately dissemin

ated among the public, by market bids made for the purpose of upsetting 
quotations, by offering hetter prices than those asked by the Bellers, or by 
any fraudulent means or devices whatsoever: 

"(2) Or who by exercising or attempting to exercise, either by indi
vidual or collective action, any influence on the market for the purpose oC 
acquiring profit other than that derived from the natural operation of the 
law of supply and demand: 

"Directly, or through a third person, promote, or attempt to promote, 
an artificial rise or fall in the prices of foodstuffs and other commodities 
or negotiable securities either public or private: 
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"Shall be punished with a term of imprisonment varying from two 
months to two years and a fine varying from 2,000 to 100,000 francs. 

" The Court may also forbid the offender to reside in a certain place 
for not less than two and not more than five years." 

Article 420 provides severer penalties for combinations affecting certain necessi
ties, and states:-

"Imprisonment from 1 to 3 years and a fine from 5,000 to 150,000 
francs will be inflicted if the rise or fall in price has been operated or 
attempted in grains, flours, or substances of a farinaceous nature, food
stuffs, beverages, fuel or commercial manures." 

Actual fines under French law are much heavier than those stated. The revision 
of Article 419 made in December, 1926, is said to represent the legislative 
recognition of the differentiation made formerly by the Courts between" good" 
and "bad" combinations. The characteristic element of the offence is the 
attempt to secure gains which are considered to be in excess of those resulting 
from normal effects of supply and demand. 

Court cases under this law since 1926 have been few and relatively unim-
portant. . 

A further provision of the French Penal Code, Article 412, has been exer
cised against trade combinations in some few instances. This article relates to 
interference with the freedom of tenders, and bidding at auctions, by violence, 
threats or bribery. 

The French system is essentially punitive; no provision is made for pre
vention. 

The French commercial courts regard acts of unfair competition entitling 
to damages as well as certain forms of commercial boycott resulting from agree
ments between manufacturers and traders. 

GERMANY 

Germany possesses a number of laws and decrees dealing directly or indi
rectly with cartels and trusts. The principal enactment of this nature is the 
Cartel Decree of 1923, but there are also provisions of ordinary and public law, 
and a number of decrees issued since 1923 which modify the Cartel Decree of 
that year. The combine law of Germany is perhaps the most complicated of 
any country and consequently the most difficult to condense into a brief yet 
comprehensive sketch. Here it will be dealt with in three principal sections: 
(1) The Cartel Decree of 1923; (2) ordiqary and public law; and (3) Decrees 
since 1923. 

The post-war attitude toward cartels and other economic problems in Ger
many, such as national planning and socialization, has varied with shifts in 
political power and in state and public opinion. Cartels came in for popular 
criticism because of their activity during the period of currency depression when 
they were charged with having shifted the currency risk to distributors. These 
were the forces that led to the enactment of the Cartel Decree of 1923 which 
was intended to be of a somewhat provisional nature. Industry had alreaay 
attempted to deal with its own abuses by means of a special cartel committee 
in the Federation of German Industries in 1920, and an advisory cartel councH 
in the Ministry of Economic Affairs in 1922. The Cartel Decree of 1923 was not 
intended to destroy cartels or combinations but merely to prevent abuses by 
them which had developed. To settle differences between ordinary traders and 
co-operatives in connection with wholesale and retail trade special conciliation 
boards had been established in connection with the Ministry of Public Economy 
and similar boards existed for the purpose of dealing with complaints which 
arose within an industry itself or between industry and commerce. The attitude 
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of public bodies, however, was not uniform. In some cases they enjoined com
pulsory combination while in others combines were vigorously combated. The 
e.xercise of the supervisory powers granted under the Cartel Decree depends on 
the monetary, economic, and political situation as a whole. 

I-The Cartel Decree of 19B5 

The Cartel Decree of November 2, 1923, or Decree Against the Abuse of 
Economic Power, gave cartels a special basic legal status of their own. It did 
not prohibit agreements to combine but, as indicated, was directed only against 
abuses of economic power. Each case was to be examined individually to decide 
whether such abuses existed. The Decree provided that in the event of the 
economic situation or the public welfare being endangered the admimstration 
should intervene. The outstanding positive provisions were to the effect that: 
(1) Cartel contracts and resolutions were to be reduced to writing; (2) con
firmation of cartel contracts and resolutions by word of honour or solemn 
declaration were to be prohibited; and (3) the consent of the President of the 
Court of Cartels was to be obtained before deposits could be realized upon or 
punitive steps of a like nature taken. A court of cartels was established .under 
the decree. This court was to be a special tribunal attached to the Economic 
Court of the Reich, its judges were to be counsellors of the Economic Court and 
its assessors to be drawn from business circles. 

The provisions of the Cartel Decree fall into four groups:-
1. Material Provisions (sections 1-10, 16, 19) 
2. Procedure (sections 11-15, 20) 
3. Penalties (sections 17, 18) 
4. Provisional Regulations (section 21) 

1. The Material Provisions have a twofold object. Sections 1 to 9 are 
dirccted against certain agreements or decisions which form a link between several 
undertakings; principally against combines. The definite form which carlels 
must follow is laid down in section 1. Section 2 provides that no oath or 
assurance is to form the basis of a cartel. Section 3 provides that cartel agree
ments are to be considered null and void if they exclude or impede appeals to 
the Court of Cartels or infringe the operation of the Statute. Sections 4 to 7, 
and 16 provide that if a cartel or its operation is considered to be dangerous to 
the economic situation or the public welfare its binding force may be reduced or 
cancelled by a public appeal to the Court of Cartels or by administrative inter
vention on the part of a competent minister. It is permissible to institute public 
proceedings for an injunction against certain methods of executing cartel decisions 
or contraets, and such cartels can be forced by Ministerial Decree to submit 
regularly copies of all individual engagements and dispositions (sections 4, 3, 5). 
Section 8 provides that agreements or decisions of the type in question may be 
denounced at any moment on any grounds of sufficient importance. Section 9 
provides that the realization of securities or the enforcement of boycotts on the 
strength of such agreements can only be carried through with the consent of the 
court of cartels. Section 10 deals with trusts as well as cartels and has in view 
all forms of economic control. The Court of Cartels has the power to veto 
agreements of this type which are concluded with third parties on the basis of 
such a system of economic control if they involve a danger to the economic 
situation or the welfare of the public. Section 19 provides that compulsory 
I\s80ciations 'or contracts concluded on the basis of conditions or prices which 
have received official sanction are not subject to intervention. 

2. Provisions which deal with Procedure govern the position, competency, 
and routine of the Court of Cartels. The Court of Cartels is an independent 
juridical body but attached to the Economic Court and !(eneral statutes of the 
latter are applicable to the former. The competency of the Court of Cartels is 
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exclusive and other courts are not to decide upon questions within its com
petency, (section 12). The Court of Cartels must give advisory jUdgments if 
required by the Minister concerned (section 20). At the instance of the Min
ister the procedure of the Court of Cartels may be preceded by mediatorial 
action in the conciliation courts. (section 14). 

3. There are two kinds of Penalties: minor offences entail disciplinary pen
alties which are imposed by the Court of Cartels at the instance of the Minister, 
(section 17): Criminal proceedings are threatened to deter persons concerned 
from using the assistance given them by the statute to establish economic ter
rorism, (section 18). The ordinary machinery of the law is employed for such 
prosecutions. 

4. Provisional Regulations of section 21 deal with the method of preserving 
the validity of agreements which were concluded before the statute came into 
force, either in form incompatible with that laid down in section 1 or confirmed 
by oath. 

IT-Public Law and Civil Law 

1. Public I.aw.-Present legislation in these matters is based on the Reich 
Legal Regulation (1869) which favoured private initiative by establisbing free
dom of trade and abolishing the privileged position previously enjoyed by in
dustrial organizations and guilds and therefore also abolishing compulsory 
organization. Open competition is implicit in this principle. No legal provisions 
were made to guard against organized attempts to establish monopolies as they 
were not then visualized. The public authorities adopted an entirely neutral 
attitude. The situation was not modified by the constitution of 1919. Although, 
in principle, freedom of association is allowed, the public authorities reserve the 
right to take steps withdrawing the juristic personality of or dissolving corporate 
bodies which act contrary to law or against the public welfare. Section 100 (q) 
of the 1869 'Law prohibits compulsory corporate bodies from fixing prices or 
regulating competition in any way. Section 253 of the Criminal Code of the· 
German Reich, (Prosecution for e~rtion), has only been applied sporadically 
regarding the compulsory powers of organization held by cartels. 

2. Civil LaUt.--Section 1, (138) of the Civil Code constitutes a general rule 
of law affording protection against civil iuristic acts of any kind which are contra 
bonos mores. This provision also affords protection against abuses of the power 
<If organization. It affords protection against not only arbitrary acts in respect 
to individual members and similar acts compelling third parties to join the 
<lrganization, but also against the effects on the national economy and common 
weal of the policy of selling at excessive prices. In practice, however, this rule 
has remained inapplicable because the organizations concerned have not been 
found to constitute a de facto monopoly or to be making an agreement intended to 
stifle competition even though in individual cases the opposite party has been 
proved to have suffered seriously from the consequences. A similar general clause 
was introduced in the Law Against Unfair Competition in 1909. This clause 
reads: "Any person who, in the transaction of business and for competitive pur
poses, performs acts which are contra bonos mores may be sued for restraint and 
for compensation for damages". As interpreted by the Reich Court, however, 
this does not protect the public but is a measure for the protection of competition 
itself. Section 826 of the Civil Code affords protection against damage caused by 
compulsory organization, and partiCUlarly against outside parties. It reads: 
"A person who wilfully causes damage to another in a manner contra bonos mores 
is bound to compensate the other for the damage". 

In addition to public and private law there are a number of important 
individual rules of law which have the effect of limiting the powers held by 
organizations in various economic fields, such as coal, potash, electrical industry, 
iron, matches, etc. 
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The Cartel Decree of 1923 was provisional and in 1926 the Social Demo
crats succeeded in having a resolution adopted .calling for stricter supervision 
of trade combinations. 

In 1928 a Congress of Jurists recommended a more aggressive policy by 
the State and the transference of the two vital clauses of the Cartel Decree to 
civil judicatures. Their influence, 'however, was not sufficient to influence the 
government. 

During the depression the price-fixing power of cartels was brought forcibly 
to the attention of the public and they were accused of standing in the way of 
the adjustment of prices to the level of the new purchasing oapacity. 

The Cartel Decree of July, 1930, formed part of the general emergency 
decree of the same date and was intended to prevent uneconomic price-fixing 
and to provide for more direct action. It gave the Government power to invali
date agreements involving price fixing or price raising when such agreements 
prejudiced the production or distribution of goods or interfered with economic 
freedom to a degree not justified economically. The government could also, 
under such circumstances, issue an order authorizing members of such combines 
to withdraw within a certain time limit. There was also provision for reducing 
or abolishing import duties on combine-controlled commodities. The scope of 
this new decree involved agreements not covered by the combine ordinance of 
1923, such as agreements imposed by individual firms or trusts. The enforce
ment of the new decree was placed in the bands of the Minister of National 
Economy without the intervention of the Cartel Court. In the administrative 
regulations it was provided that the decree was to apply also to any attempts 
to restrict resale prices or the prices of products or services of a kind or origin 
not covered by the cartel. This was aimed at the practice of some cartels of fixing 
resale prices for products obtained by their customers from outside competitors 
as well as for supplies and services connected with the distribution of the 
product covered by. the combine <lgreement. 

The Economic Council pronounced against the total prohibition of price
fixing during the crisis in favour of .price reduction on proprietary foodstuff 
articles and for carrying out the reduction policy by negotiation with the cartels 
rather than by means of more drastic action. The price reduction policy regard
ing proprietary articles was embodied in a Decree of January 17, 1931, which 
ordered a minimum price reduction of 10 per cent as compared with prices on 
July I, 1930. 

A further emergency decree, more comprehensive in its reduction of prices, 
was the Decree of December 8, 1.931, which provided for all fixed prices to be 
reduced by at least 10 per cent as compared with June 30, 1931. Prices bound 
by international agreement were excepted. 

None of these decrees, nor the Decree of 1932 providing for changes in 
cartel court procedure, can be regarded as embodying .. definite combine policy. 
The National Socialist Government shows a stronger tendency to deal with 
cartels as a part of the new economic regime. 

Two cartel laws were passed on July 15, 1933, which introduced some radical 
changes and gave the State, through the Minister of Economic Affairs, much 
wider powers of intervention. 

The first law made more definite the powers of the minister to dissolve 
cartels under certain conditions without recourse to ·the Cartel Court and 
strengthened the influence of cartels by providing that the Cartel Court might 
approve boycotting measures by a cartel in cases where the business affeoted 
was managed by persons of insufficient reliability, including persons selling 
goods or services at prices held not to be justified in the light of conditions 
either of the firm or generally. 
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The second law provides for compulsory cartelization. The Minister of 
National Economy is empowered to combine enterprises if such action is deemed 
advisable in the interests of such enterprises as well as of the common welfare. 
He is given power to restrict the expansion or utilization of productive facilities 
in the interests of the branch of production involved with due regard to the 
general welfare. The significance of this law is that the existence of outside 
competition has been a dominating influence in cartel policy as well as in juris
prudence and prior to this decree cartelization was only resorted to in such key 
industries as coal and potash. New powers are given to be used only where 
private industry is unable to solve its own organization problems. Many appesls 
have already been made, in accordance with the new law, for compulsory car
telization and in a number of industries it has taken place with the aid of the 
government. German members of an international cartel (rayon) have been 
authorized by the government to withdraw from it widlout notice on ihe ground 
t~at it has failed to perform the function of dividing equitably the German 
VIscose market or to equalize prices. 

GREAT BRITAIN 

Combinations of manufacturers and traders are not goyerned by any special 
statutes in Great Britain; but are subject to common law. Any contract or 
.agreement made in unreasonable restraint of trade, (i.e., tending to create a 
monopoly by the abolition of free competition in trade or industry), is de
clared null and void as being contrary to public policy, although not necessarily 
megal, unless involving an illegal act. A contract which is in restraint of trade, 
however, may be regarded as valid and enforceable if it involves only a 
:particular restraint which is not larger than the protection of the party with 
whom the contract is made reasonably requires. The courts will not enforce 
a contract which is harmful to public interest and therefore combines cannot 
·have recourse "to the courts to compel recalcitrant membcrs to observe stipu
lations illegally restricting their commercial freedom. With regard to relations 
between combinations and third parties the courts regard as illegal any agreement 
concluded between two or more persons to injure a third party in the exercise 
of his trade or industry. On the other hand, an agreement is lawful if itg 
real object is not to harm a third party but only to promote the businesg 
or defend the interests of its members. It cannot be penalized even if it is 
,prejudicial to third parties unless the means employed are illegal in themselves. 

The courts consider as null and void any agreement which deprives a 
person unreasonably or unjustly of the right to engage in a lawful trade or 
occupation as, and where, he thinks fit. To be valid, such a contract must 
,have for its sole object the protection of the person framing the contract, 
without actually harming the public interest, and provided that the restrictions 
placed on the freedom of the party bound by it do not exceed what the person 
;framing it is reasonably entitled to demand for his .personal protection. Such 
;restrictions must, moreover, be worded in sufficiently precise terms, based on 
'Valid grounds, and be not of too general a character. 
, In recent years there has been a tendency for the law relating to com
,binations to be stated with modifications. In a number of cases the courts 
,have upheld the legality of trade boycotts and other devices by which trade 
'associations seek to strengthen their positions against outside competitors. It 
remains true, however, that the interpretation which the courts give to the 
Mmmon law doctrine relating to contracts in restraint of trade is a limiting 
tiactor upon the formation of powerful combines in that it is difficult for the 
Jatter to secure the enforcement of agreements against recalcitrant members. 

It may be noted that while the English law with regard to combines suffers 
in its effectiveness because it lacks machinery for investigation or super-
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VISIon, the English courts have the power, owing· to the nature of common 
law, to adapt legal practice to the fresh needs which constantly develop. 

In 1919 a temporary law known as the Profiteering Act was enacted. This 
Act provided fines or imprisonment for the unlawful raising of prices. The 
'!l.rt expired in 1921. 

In 1918 a Royal commission, called the Committee on Trusts, was appointed 
"in view of the probable extension of trade organizations and combinations, 
to consider and report what action, if any, may be necessary to safeguard 
the public interest." The committee reported in April of the following year 
to the effect that in every branch of British indm;try there appeared to b.e 
an increasing tendency toward the formation of trade associations and com
binations having for their purpose the restriction of competition and control 
of prices. It enumerated ninety-three industrial associations and concluded 
that on the whole these groups were useful and beneficial but that, if unregu
lated, there were dangers to be apprehended from a system which inclined 
toward the control of prices and the creation of virtual monopolies. It 
Tecommended the institution of permanent machinery for the investigation of 
the operation of monopolies, trusts, and combines similar to the commissions 
snd other tribunals which had been created for that purpose in the United 
States and certain British Dominions. The recommendations of this committee 
have not been followed, although in 1925 a bill was introduced in the House of 
Commons" to provide for the collection of information with respect to trusts 
and combines and to restrain abuses thereo!." 

The recent situation in Great Britain, resulting from industrial difficulties 
and unemployment, has had the effect of furthering the movement towards 
concentration and some recent legislation has encouraged it. The Mining 
Industries Act of 1926 gave the Railway and Canal Commission the right to 
exercise surveillance over the amalgamation or absorption of coal-mining under
takings. Since then Parliament has removed a number of difficulties prevent
ing the concentration of industry in general. It may be said that English law 
'with regard to industrial agreements is at present in the process of evolution. 
Its current tendency is not, in principle, hostile to such agreements if adequately 
regulated or controlled in the public interest. 

HUNGUlY 

Until 1931 Hungary had no legislation specifically concerning cartels and 
similar tr&.de combinations. Cartels have since 1914 been regarded by jurists 
in Hungary as legitimate in so far as the policy they pursue is not contrary 
to morality or public order as it would be considered by the courts, in particu
lar, if an attempt was made to secure a monopoly of markets or limit competi
tion by agreements abnormally affecting prices. 

The criminal law prohibits the formation of combinations for the submission 
of tenders for public contracts. It also contains an Ordinance of 1920 against 
the artificial raising of prices. ' 

The Hungarian Cartel Law which came into force on October 5, 1981, pro
vides for the regulation of cartels and trusts and the suppression of such com
binations operating to the detriment of the public. This law is based largely 
on the German Cartel Decree of 1923. 

Article 1 of the Hungarian law provides, as in the German Decree, that all 
fundamental agreements of trade combinations must be in writing. The com
binations included are "agreements or decisions involving the compulsory 
limitation of the output, sale or selling price of any commodity, or otherwise 
controlling commercial competition." 

All such agreements are to be submitted to the Minister of National Econ
omy for registration. Article 6 provides that" If, by reason of the agreements 
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or decisions covered by Article 1, or of any other action or policy directed 
towards the ends mentioned therein (even though not embodied in any written 
agreement or decision), the economic interests of the ilountry or the public 
welfare are imperilled, and particularly in any case in which it is sought to 
control the manufacture, sale or price of Bny commodity in B manner not jus
tified by the economic situation and to the detriment of consumers, producers 
or distributors, whether in the branch of industry primarily concerned or in any 
other branch, the Minister of National Economy may institute an official inquiry, 
negotiate with, penalize or prosecute the parties to the agreement. He may 
e\ldeavour to modify the measures to which ohjection is taken by means of 
negotiations conducted or initiated by him, or by caIling an arbitration com
mission. If these negotiations fail he may propose to take steps against the 
guilty parties by withdrawing their privileges in respect of taxes, duties and 
the like, by excluding them from public tenders, or by special industrial or freight 
measures. He may also propose to the Cartel Court to prohibit the execution 
of a harmful measure by means of a provisional order under penalty of a fine. 
Finally, he is authorized under Article 6 to order the immediate institution of a 
public prosecution in accordance with Article 7. If in the Minister's opinion it 
is unnecessary to take immediate action, he will, as a rule, obtain the opinion 
of the Cartel Commission bpfore taking any of these measures. 

The institution of a public prosecution is subject to certain conditions. 
The Cartel Court may order the dissolution of an organization itself, or 

forbid the execution of any agreement concluded, or any decision adopted by it, 
under penalty of a fine. 

An application for public prosecution may be made to tbe Minister, on the 
production of proof, by any authority, or by a private person. The Minister is 
not bound to comply with ,uch an application, but if it is from a public authority 
he must, as a rule, obtain the opinion of the Cartel Commission before making 
a decision not to proceed. 

Actions brought by private persons must concern matters exceeding the 
scope of purely private interests. Persons whose private interests suffer damage 
have their remedy in the ordinary courts. 

Articles 17 and 18 prohibit agreements affecting prices of agricultural 
produce to the detriment of producers, and include the following provisions:

"Any understanding, combination or other measure, the object of 
which is the manipulation, to the detriment of producers, of the free and 
natural level of market prices for agricultural produce, is hereby forbidden. 

" Unless such nction is punishable by a heavier penalty, any person 
who concurs or co-operates wit!l others or spreads false rumours, with 
the object of influencing the free and natural level of market prices for 
agricultural produce to the detriment of producers shall be guilty of an 
offence punishable by a fine." 

Procedural Provision 

The law' provides for the co-operation of the following authorities:-
1. The Minister of National Economy. 
2. The Cartel Commission. 
3. The Legal Representative of the Treasury. 
4. The Cartel Conrt. 
5. The Local Market Police (under Articles 17 and 18). 

1. The Minister's functions are established in detail. 
2. The Cartel Commission is an advisory body composed of eleven members 

acting in an honorary capacity but on the footing of public officials as regards 
secrecy, etc. They are appointed by the Cabinet. An Ordinance provides that 
the manufacturing industries, craftsmen, commeree, agriculture, the general 
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consumer and labour are to be represented on the commission by at least one 
member each. 

3. The Legal Representative of the Treasury (Causarum regalium Direk
torat) has the power of a public prosecutor and consists of official solicitors, who 
receive a fixed salary to represent the Treasury under private law. It may at 
the request of the Minister take action with a view to annulling an arbitration 
award which infringes the law, or for enforcement of other provisions of the 
Cartel Law. 

4. The Cartel Court is a special court !Jf five members and is attached to 
the Supreme Court. T·he president of the latter is also president of the former 
and has the right to delegate his powers. He prepares a list of judges of the 
Supreme Court from which two are appointed by the president of the Cartel 
Court for each case. Two lay assessors are appointed from a list of ten experts 
prepared by the Minister of Justice. Cases brought before this Cartel Court 
are always "prosecutions in the public interest." Procedure is governed by the 
principles of civil procedure. The decision of the Cartel Court is binding on 
the ordinary courts and Arbitration Court. The Cart.,1 Court is competent to 
impose penalties. 

5. The market police represent the lowest authority, having jurisdiction 
over local matters of trade in agricultural products. If they cannot settle minor 
difficulties the district administrative board may take proceedings and inflict 
fines. 

Prior to the passing of the 1931 Cartel Law the Hungarian courts had 
already adopted the view that an agreement between persons for the purpose 
of varying the normal prices of articles as established by supply and demand is' 
contra bonos mores and a breach of public order. Such an agreement is con
sidered as a limitation of the competition which should exist to safeguard the 
interests of the public, and as injurious to the body of consumers. For this 
reason the courts also refmed to admit any action based on such an agreement. 
According to a Hungarian Judgment of recent years an agreement prohibiting 
the marketing of articles at less than cost price is not considered to be illegal. 

ITALY 

The Fascist State during the past year has baen developing a grouping of 
its citizens into corporations approximating to guilds. These guilds are grouped 
by industries and include both labour unions and trusts or cartels. The guilds 
are under the immediate authority of the State. The guilds are expected to 
settle int.,rnal difficulties by conciliation but if they fail, appeal may be made 
to the Labour Magistracy. On the other hand, the State or its public bodies are 
expected to consult the interested guilds before taking any decision of an econ
omic or social character with respect to them. The guilds are expected to regulate 
production for the various industries. It is intended that the guilds, in addition 
to functioning for particular industries, should form a plenary assembly to handle 
general problems. This program of guild organization is not yet completed. It 
represents one of the experiments to solve modem economic problems on a 
national basis without resorting to complete state control. 

The operations of cartels are not the subject of special legislation, although 
the government has often tried to combat the high cost of living by exercising 
control over prices, particularly retail prices. During the present year (1934) a 
new flat reduction in wages and prices has been made by the Government. 

After war-time price regulation a law of September 30, 1920, institut<ld 
provincial boards of arbitration to conduct investigation into prices of raw 
materials and articles of general consumption and give awards regarding prices 
in disputes between buyers and sellers; Penaltites including the provisional 
closing of offenders' premises might be imposed by these boards of arbitration. 
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The Law of 1920 was ·unsuccesSful and was annulled in January, 1923. Another 
attempt to combat the high cost of living was made by a decree of December 15, 
1926, establishing municipal supervisory boards to grant trading licences. This 
decree was still less effective and was annulled 8 year later. 

Provisions of the Civil and Commercial Code afford various measures of 
protection against detrimental activities of combines. According to Article 165 
of the Criminal Code of Italy:- . 

"Any person who in any manner whatever restricts or hinders freedom 
of trade by means of force o~ threats shall be liable to imprisonment for 
not more than twenty months and a fine of not less than 100 and not 
exceeding 3,000 lire." 

"This clause enables penalties under the Criminal Code to be imposed 
if competitors are threatened with a trade boycott for refusing to be 
amenable to the discipline of a cartel of producers or traders." 

If the objects of a trade combination are unlawful, Articles 1119 and 1122 of 
the Civil Code, relating to illict obligations, are applicable. Article 326 of the 
Penal Code makes it an offence tn promote by fraudulent means a shortage or 
increase of price in foodstuffs. Agreements between shipping companies for rais
ing prices are declared illegal by Article 32 of the emigration legislation. The 
courts have always held that industrial agreements as such do not constitute illicit 
associations but that a consideration of the aim of the particular agreement must 
be considered in judging the legality of each case. 

While recently encouraging cartel agreements designed to control production 
and lower costs and prices, the Italian government views participation in inter
national cartels with distinct disfavour. 

JAPAN 

There is no legislation forbidding carlels and trusts in Japan, and the judi
ciary until quite recently has not concerned itself with this question. 

A Decree of the Ministry of Agriculture and Commerce of September 1, 
1917, set up a controlling body supervising the purchase and retention from the 
market of certain commodities including grain, flour, steel, iron, coal, textiles, 
paper, dyestuffs, drugs, manures, where this is done with a view to securing 
abnormal profits by fixing prices. 

Since 1931 the Japanese government has been giving considerable attention 
to the rationalization of industry. A Bureau of Industrial Rationalization has 
been established for the primary purpose of assisting important industries in 
improving their efficiency of management and for the promotion of trade asso
ciations. An important function of the Bureau is its control over cartel agree
ments in important industries. 

The Industrial Control Law of 1981, although not placing industries under 
state control, provides for state supervision. It provides that, should one half 
of the companies in a given industry reach an agreement to curtail production, 
it wiJIbe ordered ·by the government provided two-thirds of the industry agrees. 
The law aims at standardization of production, improvement in quality, and the 
prevention of undue competition and price-cutting. The authorities have 
the right under this law to investigate combine agreements and may alter or 
abolish agreements when the interests of the industry and the community are· 
jeopardized. The Bureau of Industrial Rationalization, which derives its power 
from this Act, is also charged with promoting the formation of trade associations 
among unorganized manufacturers. The objects in encouraging such associations 
include the utilization of common plants, and the adjustment of the price and 
quantity of products. Associations have been established among manufacturers 
of textiles, enamelware, pottery, superphosphates, automobiles, iron and steel, 



LEGISLATION 461 

etc. Various bills have been drawn up to give the government a stricter control 
over the industrial situation, particularly with regard to the promotion and pro
tection of new industries. The manufacture of carbon dioxide, sugar refining, 
and the gasoline refining or trading industry have been added recently to the list 
of industries designated by the law. 

On October 31, 1933, certain other regulations were instituted: 
1. Manufacturers' associations intending to establish a price agreement must 

clearly state in their articles of incorporation the means by which the agreement 
is to be made effective. 

2. Such price agreements are subject to the formal approval of the govern
ment. 

3. The manner in which application for the Government's approval is to be 
made is defined. 

4. The period for which a price agreement is to remain in force is to be 
limited to from three,to six months. 

5. An organization composed of trade representatives and government officials 
is to be established for the purpose of advising the government whether the price 
levels proposed in such agreements are reasonable and likely to react to the 
benefit of the public or otherwise. 

Japanese laws and "egulations which, during the past three years, have 
tended so directly toward the concentration and regulation of industry are not 
motivated by the same considerations as in most other countries. Strained for
eign relations and strong pressure for industrial and territorial expansion appear 
to have been a leading fsctor in the mobilizing of Japanese industry. 

THE NETHERLANDS 

A general Article of the Dutch Penal Code refers to an "unlawful act." A 
person injured by the formation or methods of operation of a combine may 
declare himself to-be a victim of an unlawful act. No proceedings against 
trade combinations appear to have been taken under this measure. 

Dutch law contains no provision for the regulation of trusts or other trade 
organizations by the state. 

Under a decree of May 11, 1920, a Royal Commission was formed for the 
purpose of investigating the question of what legal measures were necessary to 
bring the production and marketing of goods into greater harmony with public 
welfare. No further action with regard to this movement has been noted. 

NEW ZEALAND 

Legislation in New Zealand has shown a similarity to that of Australia, 
with the important difference that, while the Australian Federal Governmcnt 
has been severely handicapped by lack of jurisdiction, the government of New 
Zealand has been unrestricted in this connection and well able to institute such 
legislation as it has believed necessary. 

In 1905, 1908, and 1910, laws were enacted to prevent monopolistic develop
ments in the New Zealand market in regard to foodstuffs, coal, petroleum and 
tobacco. The Monopoly Prevention Act of 1908 consolidated statutes which 
dealt with the dumping of foreign agricultural machinery and the monopolizing 
of flour supplies. 

The Commercial Trust8 Act of 1910 was based on Australian legislation 
and was limited in its operation to certain classes of goods. A commercial trust 
is defined as any association or combination either in New Zealand 'or elsewhere 
having as an obie"t control, fixation, or influence upon supply and demand or 
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prices of goods; the creation or maintenance of a monopoly, whether complete 
or partial. An offence is committed by 

(1) Any person who either as principal or agent gives, offers, or agrees to 
give another a rebate, refund, discount, or other consideration, to ensure exclu
sive dealing or refusal to deal, or to become a member of a commercial trust, 
or to follow instructions of a commercial trust. 

(2) Any person who refuses absolutely, or agrees only upon disadvantage
ous conditions, to sell or supply another because the latter does or will deal or 
refuse to deal with any person or class of persons, is, or refuses to be, a member 
of a commercial trust, or does, or does not, act in accordance with the instruc
tions of a commercial trust. 

(3) Any person who conspires to monopolize wholly or in part the demand 
or supply or to control the price of goods, if such monopoly or control is of such 
a nature as to be contrary to the public interest. 

(4) Any person who sells, or offers for sale or supply, goods at a price 
Imreasonably high, if such price is in any way influenced hy a commercial trust 
of which the. person or his principal is a member. 

If a commercial trust sells or supplies goods or offers to do so at unreason
ably high prices every person who is a member of the trust has committed ~n 
offence and, in the case of a corporation, it is itself guilty without excluding 
or affecting the liability of its members. For purposes of the Act the price is 
to be deemed unreasonably high if it produces, or is calculated to produce more 
than a fair and reasonable rate of commercial profit. 

A penalty of £500 is provided for each person who is guilty under the 
Act, and penalties are recoverable by civil suit in the Supreme Court instituted 
by the attorney-general. The Supreme Court may also grant an injunction 
against the continuance or repetition of an offence under the Act. The few 
proceedings under this Act have included prosecutions of an alleged sugar trust 
(1913) and an· alleged milling trust (1927). 

These enactments were followed by the Cost of Living Act, 1915, which 
vested in a Board of Trade certain powers of inquiry and investigation in the 
case of infringement of the Commercial Trusts Act and in other matters relating 
to the cost of living an.d prices. The Slaughtering and Inspection Amendment 
Act, 1918, which was enacted to combat the activities of the Meat Trust, pro
hibited the exportation of meat from New Zealand except under licence by the 
Minister of Agriculture. 

The Board of Trade Act of 1919 repealed the Cost of Living Act of 1915 
and authorized the Board of Trade to hold such judicial inquiries as it might 
think fit, whether of its own motion or on a reference from the Governor Generl\l 
or on complaint from an individual, into any matter relative to any industry, 
" for the purpose of obtaining information which may be required for the due 
control, regulation, and maintenance of the industries of New Zealand; the due 
observance, enforcement, or amendment of the laws relative thereto; the dis
covery of breaches of those laws; the prevention or suppression of monopolies, 
unfair competition, and other practices detrimental to the public welfare; the 
pI·oper regulation in the public interest of the prices of goods and the rates of 
services; or for any other purpose relative to the industries of New Zealand ". 
The Act provides for the procedure of investigations, the hearing of evidence, 
the production of papers) and publication of results. The Governor-in-Council 
may, on the recommenaation of the Board of Trade, make such regulations 
under the Act as he deems necessary in the public interest for the following 
purposes:-

(1) the vrevention or suppression of methods of competition, trading, or 
business conSidered unfair or prejudicial to the country's industries or to the 
publio welfare; 
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(2) the prevention or suppression of monopolies and combinations in or in 
relation to any industry which are considered to he prejudicial to that or any 
other industry in New Zealand or to the public welfare; 

(3) the ""tablishment of a fixed or maximum or minimum price for any 
class of goods or services; 

(4) the prohibition, regul~tion, or control of differential prices or treatment; 
(5) the regulation and control of industries in any other manner, except the 

determination of remuneration of employees. Offences against the regulations 
of the Board of Trade are punishable by a fine not exceeding £1,000 or imprison
ment for not more than three months. Prosecutions are instituted only with the 
consent of the Board of Trade. If two or more commit the offence each is liable 
independently of the others. Penalties are recoverable by civil Mtion instituted 
by the attorney-general, and the Supreme Court may grant an injunction against 
the continuance of an offence. Similar penalties are provided for persons who 
sell or offer goods at prices unreasonably high (H calculated to produce more than 
a fair and reasonable rate of commercial profit ") 0' who destroy, hoard or refuse 
to sell with the result of raising the cost of similar goods to the public. 

The few prosecutions which have been conducted under this Act include pro
ceedings ngainst members of a combine in the distribution of sugar, members of 
which were convicted, and an action against members of a flour milling combin
ation. The conviction in the latter case was reversed by the Privy Council in 
1927. Investigation and publicity are commonly relied on to safeguard the public 
interest against injurious policies of trade combinations. 

NORWAY 

An " Act regarding the Control of Limitation of Competition and. Improper 
Manipulation of Prices" which came into force in Norway on July 1, 1926, 
provides a comprehensive sy~tem of regulation of trade combination. The main 
object of the law is to prevent excessive prices and profits by preventing undue 
limitations of competition. 

In 1913 a proposal was made by the Government to establish a committee 
to study measures for the prevention of detrimental policies by cartels and trusts. 
Due to the war this committee was not appointed until 1916. Government 
regulation of prices was in force throughout the War period. An Act of August 
6, 1920, required" monopolies, combines and all other methods of limiting com
petition" to be reported to the Directorate of Prices, a price control office estab
lished iii 1917 for the regulation of commodity prices and the profits of dis
tributors. The development of ~ade combinations is shown by the fact that in 
addition to the general body of trade, about 470 such associations were subject 
to control, as well as 58 concerns having monopoly characteristics. 

The Combines Law of 1926 repealed the previous legislation for the regula
tion of prices. 

To administer the Act, an Office of Control, and a Council of Control were 
established. The Office of Control exercises a control over oombinations and the 
regulation of prices as laid down in the stat·ute. In individual cases appeal 
may be made to the Council of Control, which further issues certain regulations 
governing the activities of the Office of Control. The Office of Control maintains 
a register, which, in general, is accessible only to the control officials but, if the 
Council agrees, portions of it may be made public. The register contains the 
a~ements of all combinations between persons engaged in gainful enterprises, 
whICh have for a purpose the regulation of prices, ·produotion or distribution. 
Control officials are entitled to any information they may require in order to 
carry. out their duties; they may examine the books and papers of any concern 
and, III case of need, confiscate them; and they may demand that .technical 
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secrets or processes be disclosed to the Office of Control or to the president of the 
Council of Control. The Council of Control and the Office of Control are inde
pendent bodies but the former has no independent initiative. If the administra
tion of a commune so elects, communal control committees may be appointed to 
assist the Council of Control in its functions, subject to the approval of the central 
Administration. 

The scope of the law extends to measures for the prevention of improper 
manipulations of prices and for the control of restrictions on competition. It is 
applicable to both private business enterprises and to such as are conducted by 
municipal~ties in competition with private concerns. Combination to regulate 
wages and working conditions are exempted from the terms of the Act. 

The organizations subject to compulsory reporting and registration include 
combinations which have taken steps, or desire to take steps, to settle prices or 
conditions of production and marketing in so far as those combines are of im
portance to the national market; agreements or arrangements serving such pur
poses or having such effects; and individual enterprises having an important effect 
on the prices of goods or services. 

A special system of control is prescribed for large-scale undertakings in the 
form of joint-stock companies with capital or assets of at least one million crowns, 
except banks and insurance companies. 

Those subject to the reporting of trade programs and then to registration 
have further of their own accord to make any supplementary declarations arising 
out of the text of the law. In t.he event of their failure to make a notification, the 
Office of Control proceeds to register them of its own authority and may inflict 
upon offenders large fines or severe terms of imprisonment, or they may be pre
vented from carrying on their business for five years or permanently. Inform
ation given in registration except technical secrets, may be published if the 
public interest so requires. 

A gener.al clause imposes a general prohibition on undue prices, making it 
illegal not only to adopt but to demand undue prices and exorbitant conditions. 
At the instance of the Office of Control the fixing of minimum resale prices may 
be forbidden. Prices and profits of members of combinations or of other under
takings with "no adequate regulation by competition" may be limited on order 
of the Council of Control. 

Special provisions relate to the actual organization of combinations and 
agreements, and confer on the Council of Control the right to decide as to their 
maintenance and as to the exercise of compulsion by the organization. An 
organization may not impose upon members penalties for non-fulfilment of their 
agreement and may not realize bills of exchange, bonds, or other deposits in 
cases whe!e the provision which the member has infringed is itself "unfair" or 
if the penalty is "contrary to the general interest". The Council of Control at 
the instance of the Office of Control decides whether provisions of the kind 
prohibited are present in any particular case. 

Combinations designed to. regulate competition may be dissolved by the 
Council of Control if it can be shown that they injuriously affect prices and 
conditions of production and sale in the home market or if generally their 
activities are to be regarded as undue. Appeals may he made against decisions 
of the Council of Control. The appeal is taken to a Commission of Appeal. 
consisting of 1\ senior judge and four lay assessors appointed by the Crown. This 
Commission constitutes an administrative Court of Appeal for all procf'{'dings 
!Irisin!!: out of the Act. 

Special provisions of the Act relative to boycotting, exclusive agreements, 
and price discrimination .. Boycotting is defined as 

"the refusal of one or more traders to transact business with another trader 
or with a consumer on the ordinary business terms: it is, for instance. to 
be regarded as commercial boycotting whenever the object of the refusal 
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is: (a) to limit the number of traders or (b) to fight a business group, 
including both the group itself and its customers, and (c) to fight outside 
competitors of every description and their customers". 

The initiation of or paliicipation in a boycott of a commercial concern is 
prohibited if it is against the public welfare or if it is unjustly detrimental to 
the boycotted party. Exclusive agreements, under which a trader transacts 
business exclusively or under especially favourable terms with another person or 
limited number of persons may under the Act be similarly prohibited by the 
Council of Control, also all discrimination between customers or areas in the 
mutter of prices and terms of sale when such discrimination tends to unduly 
restrict or restrain competition or if the discrimination does not result from 
justifiable differences in costs of distribution. Selling at prices which are 
evidently insufficient and purchasing at exorbitant prices are forbidden when the 
.. ffect is to unduly limit competition and when the purpose is to injure com
petitors. 

Penalties for violations of the Act consist of fines, imprisonment or the sus
pension of concerns from business. Penal procedure is evidently taken in the 
ordinary courts as no special provisions appear in the Act. 

The Norwegian Act represents a purely administrative supervision of trade 
combinations; it covers a large number of commercial concerns in the country 
~nd its application is carried out entirely by the constituted administrators. 

POLAND 

Until 1933 Poland possessed no special combine laws and its legal system 
was complicated and diverse. Austrian, German and Russian laws were in 
force in the different parts of the country according to pre-war government. The 
Austrian portion included Austrian laws at the time of the War. In the former 
German portion the formation of combines was subj ect to the provisions of 
communal regulations. In the former Russian portion Article 242 of the Penal 
Code of 1903 made it~a punishable offence to conclude "any arrangement made 
with the purpose of increasing the prices of articles, especially of the indispensable 
necessaries of life". ' 

On March 28, 1933, a new statute was enacted to provide against detrimental 
"price rin!!:S". The Law regarding Price Rings covers all agreements which aim 
at the control or regulation of production, sales prices and conditions of trade 
in mining. industry, and commerce. All such agreements must be communicated 
to the state authorities within a fortnight of conclusion. Any amendment or 
"ancellation of such agreements must also be reported. The register containing 
such agreements is open to the public and the registration of any ring is published 
in the official gazette. If it is considered that the agreement or its operation may 
constitute a public danger, or has done or is doing so, or if prices are raised to an 
economically unjustified level and so maintained, the Government may impose 
Rny or all of the following measures: termination of tbe agreement or of certain 
of its provisions; authorization for the members to terminate the agreement 
without penalty; or exemption of men, bers from the necessity of obeying the 
provisions of the agreement. All questions relating to rings are to be decided 
under thi~ new Act by a tribunal established for the purpose consisting of five 
members, three being judges of the Suprem~ Court, and two being laymen selected 
from the list of those qualified to act as commercial arbitration officers. The 
tribunal is established under the Supreme Court, Members of rings which are 
covered bv the Act are bound to submit to the Minister, on written application 
made by him, all books, documents, etc" relating to their agreements and such 
other information as he may require. 

The state operates numerous enterprises reaching into many branches of 
production and under special provisions controls or regulates various cartels 8Jld 
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syndicates of exporters. An Anti-Profiteering Law of July 2, 1920, provided 
penalties for traders or manufacturers who wilfully exact excessive prices. The 
provisions of this Law have not been generally applied to cartels although by a 
decision of March, 1927, the Court held that the fixing by a combination of mer
chants of prices at which each should sell coal under penalty of expulsion fell 
upqer the provisions .of the An~i-Profitee~ng L~w. . 

Other Orders eXIst regulatmg the selhng prices of various commodities. 

RUSSIA 

. (Union of Soviet Socialist Republics) 

Ninety per cent of the industrial output of the U. S. S. R. comes from 
the state trusts which are responsihle to the Supreme Economic Council for 
their efficiency, quality of product, and profitable operation, but which, since 
!1927, have enjoyed a certain degree of autonomy. In 1928 there were 8,750 
large enterprises operated through these state trusts. In addition, many small 
'establishments were operated by co-operatives as private enterprises and a 
'number of concessions were operated by foreign firms, forty of which were for 
mining and manufacturing. The State trusts are usually organized on the 
'horizontal principle. Since the administration is through the government and 
for the government, there is opportunity, through the State Planning Com
mission, to attempt to co-ordinate production, distribution and consumption 
'on a scale never before attcmpted. Some of the State trusts control the 
industry assigned to them for the whole country and some only for particular 
'geographical regions. 

SPAIN 

Spanish law contains provisions of a general character directed against 
'agreements or arrangements which might injure consumption through the arti
'ficial enhancement of prices. The chief aim of the government seems to be to 
'check individual speculation facilitated by the inadequate economic organization 
'of the country, which has also prevented combinations from attaining an 
important place there. 

Under a decree of 1921 dealing with the supervision of wholesale and 
retail prices all producers may be compelled to announce their selling prices. 

A regulation of December 31, 1923, provides that products of prime 
necessity and foodstuffs are to be placed under the supervision of committees. 
These committees are empowered to regulate the price of raw materials used 
in these commodities and to supervise and restrict their distribution. In the 
'event of fraudulent interference with prices penalties may be imposed. 

A Royal Ordinance of May 5, 1926, set up a "Committee for the Regulation 
of Industrial Production," without the authorization of which it is forbidden 
in principle, to establish or modify any industrial company or even to transfer 
installations. Ordinances and decree laws of 1926 and 1929 considerably modify 
the apparent severity of the 1926 ordinance. 

Although the regulations in force in Spain are not primarily aimed at 
trusts and combines, they do amount to the supervision and administrative 
'lltioning of production in various industries. 

SWEDEN 

In 1920 the Government appointed a committee for the purpose of prepar
ing a Bill for the supervision of all monopolistic combines by the State. The 
!Bill was subject to many alterations before becoming law. According to that 
law-the "Act for the Investigation of Monopolistic Enterprises and Combine8" 
'--dated June 18, 1925-the Government is authorized to institute inquiries 
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into the operation of "manufacturing, commercial, banking, insurance or trans
port undertakings of monopolistic character" through officials or specialists 
'appointed for the purpose, in order to ascertain how far the undertakings 
influence prices or market conditions in Sweden. Such persons may not be 
refused information or access t{) books and documents. 

On the strength of this Act, the Government appointed an expert early 
in 1926 ro inquire into the influence of a Swedish milling combination with 
regard to the prices and marketing conditions of bread cereals, and other cereals. 

No information has been secured on Swedish laws subsequent to 1927. 

SWITZERLAND 

No special legislation on trade combinations existed in Switzerland up 
ro 1927. 

Abuses of trade combination are dealt with in the ordinary courts and 
each case is considered on its individual merits. Cartels as such are not 
considered against the public interest. The courts hold the exploiting of the 
public for undue gain. on the strength of a monopolistic position to be unlaw
ful; the excessive limitation of the economic liberty of members of com
binations is similarly regarded. 

No information has been secured on Swiss law relating to trade com
binations subsequent ro 1927. 

lJNION OF SOUTH AFRICA 

The Cape of Good Hope Meat Trade Monopoly Act, passed before the 
union, was continued in accordance with the South Africa Act, 1909. It pro
vides for the licensing of butchers, and "every act, contract, combination, or 
conspiracy in unreasonable restraint of trade of a butcher" is declared to be 
illegal. The maximum penalty is £500 or one year's imprisonment. 

The Union Post Office Administration and Shipping Combinatio7Ul Discour
agement Act, 1911, provides that no ocean mail contracts shall be entered inro 
with any person connected with any shipping or other combination or who 
gives, offers, or promises a rebate, etc., to ship goods by vessels of a particular 
line ro the exclusion of any others. 

The Profiteering Act of 1926 was temporary. The Speculation in Food
Stuffs Prevention Act, 1920, provides for licensing dealers and brokers of food
stuffs. 

The Board of Trade and Industries Act, 19S1, set up a board with exten
sive powers of investigation. Under further legislation in 19S3 the Minister of 
Industry was empowered to take action against combinations tending ro set up 
a monopoly. 

An Act (Number f.t,) was passed in 1931 dealing with the sale of gasoline. 
It prohibits gasoline wholesalers from compelling retailers to sell at a prescribed 
price, or ro refrain frLm purchasing from a particular source, or to limit their 
sales. It further compels wholesalers to sell gasoline on the most favoured terms 
ro any trader who is able to pay for it. The provisions of this Act may be 
applied by the Governor in Council ro any contrivances used in the distribution 
of gasoline, to motor requisites, to bread, meat, fish, and coal, and, if authorized 
by a resolution of the legislature, ro any other commodity. 

TIlE UNITED STATES OF AMERICA 

The United States of America has endeavoured in every domain to safe
guard the maintenance of free competition. Until the passage of the National 
Industrial Recovery Act, with which this survey does not deal, this policy of 
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-the people of the United States has been the first principle of the national 
economic creed. It has been the outcome of the desire to maintain the unity of 
the constitutional principles on which their legislation is based. Until 1890, 
however, the question of industrial combination was governed by the common 
law only, which prohibited restriction of the freedom of trade. Common law 
did not prevent the formation of combines and trusts and, in the light of 
-exposures of unfair methods utilized by industrial combinations, the government 
-of the United States entered the field of anti-trust legislation in 1890. 

The Sherman Anti-Trust Law, 1890, contains eight sections. The first three 
define offences and state penalties. The Act prohibits all improper limitations 
of commerce in interstate and foreign trade and declares illegal "every con
tract, combination in the form of trust or otherwise, or conspiracy, in restraint 
of trade or commerce among the several States or with foreign nations. The 
Cour_t may assess fines up to $5,000 or imprisonment up to one year, or both. 
Under this law the government can take action in two ways or both simuI
taneously:-

(a) It can institute criminal proceedings against persons who participate 
in illegal associations j 

(b) It can institute proceedings to restrain and repress violations of the 
law. 

It is not necessary to bring written evidence with regard to the illegality of 
such agreements since the fact of combined action can be deduced from circum
stances and from the general policy of the defendants. 

The second prohibition under the Sherman Law is directed against actions 
by individual persons and declares illegal any monopoly or attempt to monopo
lize a part of inter-state or foreign commerce. 

Sections- 4 to 7 inclusive outline jurisdiction and procedure. The Circuit 
Courts were at first given jurisdiction but these have now been replaced by 
District Courts. Federal District Attorneys are charged with prosecuting viola
tions. The courts are empowered to summon witnesses and to make forfeit 
cer!lUn property belonging to corporations under trial and to provide for the 
recovery of liberal three-fold damages by any person who is able to prove 
damage done to him by such unlawful combination. The closing section defines 
" person" to include corporations as well as individuals; 

The Courts have finally come to some definite conception of "improper 
restraint" of trade. The considerations discussed by the courts in dealing with 
individual cases have been its effects, extent, character, the methods employed 
in its realization, and the intention of participants: The law is brief and direct 
-and of broad application. The interpretation of the courts, however, gradually 
drew a distinction between "good and bad trusts" and tended to introduce a 
work"ble basis founded on the particular circumstances of particular cases. 
This basis of interpretation became known as the" Rule of Reason." 

The Sherman Act included application of its provisions to monopolies 
and trade restraints due to combinations of labour. An amendment, introduced 
while the Act Was under consideration, to exempt labour failed, and labour 
did not secure a legislative expression of exemption until twenty-four years 
later under the Clayton Act. 

Between 1890 and 1903 many bills concerning trusts were proposed but 
none were passed with the exception of the anti-trust sections of the Wilson 
-Tariff Act of 1894. These sections declared unlawful any combinations engaged 
in the importation of goods into the United States whenever the combinations 
'sought to restrain trade or competition, or to increase prices of their imported 
-goods, or of wares made from such goods. -



LEGISLATION 469 

It became apparent during the early attempts to administer the Sherman 
Law that it suffered from the same weakness as common law in that it 
provided no administrative agency charged with the power to investigate cir
cumstances and collect information regarding the great corporations and give 
publicity to their methods of conducting business. The creation of some such 
Federal administrative commission was urged in 1893, 1902, and 1903, and in 
February, 1903, Congress established the Department of Commerce and Labour 
and provided a Burea ... of COTpOrations in the new Department. The chief 
functions of this Bureau were those of investigation and publicity. Its principal 
duties were to investigate trusts and combinations in restraint of trade and to 
adyjse the Department of Justice in cases which involved enforcement of the 
anti-trust laws. It was empowered to examine and report to the President on 
·the organization, conduct, and management of corporations and associations 
engaged in interstate or foreign commerce, with the exception of public trans
port services. In 1915 the Bureau of Corporations was absorbed by the 
Federal Trade Commission. 

In 1919 the Panama Canal Act was passed. It contains a paragraph 
-which denies the use of the Canal to persons doing business in violation of 
the anti-trust laws. In 1913 an amendment was made to the Wilson Tariff Law 
prohibiting all associations, agreements, and conspiracies between persons any 
of whom were engaged in importing goods from abroad and who had the 
intention of operating in such a way as to restrain lawful commerce or free 
competition, or to raise the market price of imported articles. 

In 1914 a second definite step was taken by the United States in its anti
·trust legislation by the enactment of the Clayton Act, 1914, and the Federal 
-Trade Commission Act, 1914. 

The Clayton Act is entitled" An Act to supplement existing laws against 
unlawful restraints and monopolies, and for other purposes". This Act makes 
it unlawful for any person to discriminate in price between different purchasers 
of commodities except where such discrimination merely allows for differences 
in the quality or quantity sold, or in the selling or transportation costs, or 
where made in good faith in order to meet competition. The Act further forbids 
a corporation to acquire the whole or part of the stock or other share capital 
of any other corporation "where the effect of such acquisition may be to sub
stantially lessen competition" between them "or to restrain such commerce 
in any section or community", or tend to create a monopoly. It was provided 
that this prohibition was not intended to prevent corporations from holding 
,;tock merely for investment purposes where its voting power is not used to 
lessen competition nor is it designed to prevent them from forming legitimate 
subsidiary corporations. The Act provided that after two years from its passage 
no person should at the same time be a director or employee of more than 
,one bank or trust company which has deposits, capital, surplus and undivided 
'profits aggregating more than five million dollars and that no person should 
be a director at the same time in any two or more corporations engaged in 
commerce, anyone of which has a capital, etc., aggregating more than one 
'million dollars. It provided that, after two years, no common carrier should 
deal in the securities, supplies, etc., to the amount of fifty thousand dollars, 
in anyone year, of any other corporation, when the common carrier had as 
one of it!; officials or its agent in the particular transaction concerned, any 
!person who was an officer or agent, or had a substsntial interest in, the cor
poration with which the business was done.-unless the contract was awarded. 
through competitive bidding under the rules laid down by the Interstate 
Commerce Commission. 
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! The Act further provides that any person injured in his business or 
property by reason of anything forbidden in the anti-trust laws might sue in a 
District Court of the United States for three-fold damages and cost>!. A decree 
:rendered against a defendant in a suit brought by the United States uncfur 
~he anti-trust laws is to be considered as prima facie evidence in any suit 
/:>rought by any other party against the defendant and the statute of limitations 
;8 not to run against any private right of action under the anti-trust laws 
!CIuring the pendency of a Federal suit. The Act provides that whenever a 
!corporation violates any of the penal provisions of the anti-trust laws, such 
'Violation will also be deemed to be that of the individual directors, officers, 
~r agents who had authorized or done the violating acts under a penalty of 
.5,000 and imprisonment up to one year, or both. Any person is entitled to 
~lUe in the Federal Courts for injunctive relief against threatened, immediate, 
and irreparahle loss or damage by a viola'tion of the anti-trust laws. Injunctions 
to be granted by a Federal judge in any labour dispute are limited. This 
:last provision (section 20), together with section 6, contained the exemption 
.of labour which had been refused under Court interpretations of the Sherman 
:Act. 

A strict construction of the Clayton Act (sectIon 7) would have prevented 
most future mergers in the United States but for the saving clause that 
"nothing contained in this section shall be held to affect or impair any right 
heretofore legally acquired." 

The Federal Trade Commu,sion Act, Septembe,' 26, 1914, created a Fed
eral commission to prevent persons, partnerships, or corporations, excepting 
banks and common carriers subject to the acts which regulate commerce, from 
-using I,lnfair methods of competition in inter-state or foreign commerce. This 
oCommission, entitled the Federal Trade Commission, is composed of five mem
hers appointed hy the P,'esident, and is empowered to conduct hearings in any 
city of the United States, If unfair methods of competition are shown the 
commission is empowered to direct the offenders to cease and desist therefrom, 
and may apply to the United States Circuit Court of Appeals for the enforce
ment of its orders. The commission is also empowered to enforce compliance 
with certain sections of the Clayton Act; to conduct investigations into busi
ness practices and management; to investigate the enforcement of decrees under 
the Sherman Act, and to investigate and report to Congress on foreign trade 
combinations. A maximum penalty of imprisonment for six months, a fine of 
$1,000, or both, is provided for refusal to testify before the commission, falsi
fication of evidence, or failure to submit required repO\:ts. The Federal Trade 
Commission was invested with the powers previously held by the Bureau of 
Corporations as well as with additional powers of a quasi-judicial character. 
Among these the following are most notable:-

(a) Authority to require corporations to make ann~al. reports or sp~cial 
reports in such form as the Federal Trade Commission shall prescribe; 

(b) The general pOlYer to investigate corporations; 
(e) Authority, under the direction of the President or one of the Houses of 

Congress, to investigate and report concerning any alleged violations 
of the anti-trust laws by any corporation; 

(d) Authority to investigate trade conditions in other countries with 
reference to combinations or other conditions affecting the foreign 
trade of the United States; 

(e) Authority to make recommen~ations to the Atl?rne~-General f?r the 
readjustment of any corporation found to be vlOlatmg the anti-trust 
laws; 
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(f) Authority to investigate the manner in which any court decrees 
restraining corporal.ions from violating the anti-trust laws are being 
carried out; 

(g) Authority to make public such portions of the information obtained 
in investigations as it shall deem expedient, with the exception of 
trade secrets and names of customers. 

With regard to the quasi-jud;cial functions of the Federal Trade Commission, 
it has authority to enforce the provisions of the Act relative to unfair com
petition and the provisions of the Clayton Act "elating to price discrimination, 
tying contracts, holding companies, and interlocking directorates in the case 
of all corporations coming under its jurisdiction. 

The Export Trade Act, 1918 (the Webb-Pomerene Law) constitutes the 
first departure from the principle and aim of anti-trust legislation as pre
viously known in the United States. This Act permits associations for the 
purpose of foreign trade, such as would be illegal in internal trade. The Act 
provides that such associations as are engaged exclusively in foreign trade are 
bound to register with the Federal Trade Commission and to deposit copies 
of all agreements dealing with its constitution, a statement showing its principal 
place of business, together with the name and addresses of its officials and 
participant members. These particulars are examined in order to assure that:-

(a) The association has heen constituted exclusively for exporting from the 
United States and that it continues to devote its activities exclusively to 

. exporting; 
(b) It does not artificially raise or lower internal prices; 
(c) It abstains from unfair competition against United States competitors; 
(d) It does not take any measures calculated to diminish, in any real sense, 

free competition in the UnitEd States. 

Every registered association is bound to furnish, if required by the Federal Trade 
Commission, all information with regard to its organization, conduct, business 
methods, management, and relations with other associations or persons. If the 
Commission has reason to assume an infringement of the Act it is its duty to 
examine the association in question, and if an offence is detected the Commission 
is called upon to make definite proposals to the association as to how suoh 
violation is to be remedied. If the association does not then adopt its proposals 
the commission is called upon to forward its findings and propos~ls to the 
Attorney-General, who may take such steps as appear to him to be necessary. 

The next legislation bearing upon trusts and combines was the Packers and 
Stockyard8 Act, August 15, 1981, which provided for the regulation of inter
state and foreign commerce in live stock, live stock products, dairy products, 
poultry, poultry products, snd eggs. 

The final step before the National Industrial Recovery Act was the 'Capper
Volstead Act, of February 18, 1988. This statute provides" that persons engaged 
in the produotion of agricultural products as farmers, planters, ranchmen, dairy
men, nut or fruit growers may act together in associations, corporations, or other
wise with or without capital stock in colIectively processing, preparing for market, 
handling, and marketing in inter-state and foreign commerce such products of 
persons so engaged. Such associations may have marketing agencies in common; 
and such associations and their members may make the necessary contracts and 
agreements to effect such purposes." Here again the principle of free competition 
is 8afeguard~d by a specific provision that, " if the Secretary of Agriculture shalI 
have reason to believe that any such association monopolizes or restrains trade 
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. in· inter-state or foreign commerce to such an extent that the price of any agri
cultural product is unduly enhanced by reason thereon ", he shall take evidence, 
give a hearing, make findings of fact, and, if he concludes that the association 
does monopolize or restrain trade and prices are unduly enhanced thereby, he 
shall make an order directing the association to cease and desist from such 
practices. 1 
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ANNEX VIII 

SupplelIl<!nta.ry to Chapter IX: 

COMBINES INVESTIGATION ACT 

PART I-AMENDMENTS PROPOSED BY THE CANADIAN MANUFACTURERS' AsSOCIA
TION, INC. 

It is suggested that the following amendments to the Act might be given 
consideration:-

1. The transference of the administration of the Act from the Department 
of Labour to the Department of Trade and Commerce. 

The reason for this, it is submitted, is obvious. The Act deals primariiy 
with merchandising and thus comes naturally within the jurisdiction of the 
Department of Trade and Commerce rather than of the Department of Labour. 
The fact is that it is largely an accident that its administration has been entrusted 
to the Department of Labour, and there is no good reason for not transferring it 
to the Department of Trade and Commerce, where, as has been suggested, it 
really belongs. 

2. The deletion of the words" or are likely to operate" after the words 
" have operated" in the third line of Section 2 (a) of the Act. 

With these words deleted, the subsection would read as follows:
"The expression 'combine' in this Act shall be deemed to have 

reference to such combines immediately thereinafter defined as have 
operated to the detriment of or against the interest of the public 
whether consumers, producers or others, etc., etc." 

The main argument in' favour of this proposal is that, while it may be per
fectly possible and proper for a judge or jury to decide that a certain combin
ation has operated to the detriment of the public, it is quite improper to ask or 
allow any judge or jury to speculate or guess as to the way in which the public 
will be affected in the future by a certain combination, which is precisely what 
the present law does. The most that should be asked is that the judge or jury 
should decide in the light of the facts proved, whether the particular trade 
arrangement in question has in fact operated to the detriment of the public. 

3. That the following words be added to Section 4:-
"Nor to combinations of employers, producers, distributors or others 

for the reasonable prevention of unfair practices." 
The Section will then read as follows:-

"Nothing in this Act shall be construed to apply to combinations 
of workmen or employees for their own reasonable protection as such 
workmen or employees, nor to combinations of employers, producers, 
distributors or others for the reasonable prevention of unfair practices." 

4. That the Registrar should not be allowed to proceed with investigations 
except on the authority of an Order in Councll, on the recommendation 
of the Minister. 

At present, the Registrar may proceed with investigations with or without 
the approval of the Minister. In such an important matter, proceedings should 
not be commenced without the approval of the Government. 

473 
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5. As an alternative to the only procedure which the Act at present provides 
in a case where the practices complained of are found to be objection
able, Le., prosecution, it is suggested that a section to the following 
effect might well be inserted;-

In case the Minister decides upon the report of the Registrar made 
after investigation, that the public interest may be served by issuing 
an order to the parties against wbom the complaint has been made to 
cease aud desist from the practice complained of and to file a report 
within three months showing the manner in which the order to cease and 
dcsist has been complied with, the Minister shall be empowered to make 
such order, and to vary, cancel or revoke it. 

Under the Act as it. stands at present when once investigation has disclosed 
what appears to the Registrar to constitute a breach of the Act, there is no 
procedure provided for except prosecution; but there are cases where the degree 
of guilt and the extent of injury to the public are so slight that a prosecution is 
not warranted. All that is required is that the practice in question should be 
discontinued. In such cases, the provision suggested abeve would provide a 
convenient and, it is submitted, an adequate method of procedure. 

If it is objected that such a procedure would be tantamount to "finding 
~ilty" without a full trial, the answer is that if the parties complained against 
pr~ferred that the investigation should proceed, that course could be followed. 

The above report was submitted to a joint meeting of the Legislation Com
mittee and the Industrial Relations Committee of the Canadian Manufacturers' 
Association (Inc.) duly authorized on February 9th, 1934, and unanimously 
adopted. 

CANADIAN MANUFACTURERS' ASSOCIATION (INc.), 

L. L. ANTHES, President 
J. E. WALSH, General Manager. 

Toronto, February 9th, 1934. 

PAaT 2-COMMENTS ON AMENDMENTS PROPOSED BY C.~NADIAN MANUFACTURERS' 
ASSOCIATION 

The following memorandum has been prepared in response to a request 
for comment on certain proposals which the President and General Manager of 
the Canadian Manufacturers' Association submitted on February 20, 1934, to 
Hon. H. H. Stevens, then Minister of Trade and Commerce. 

The Association's letter refers to the drastic way in which the Combines 
Investigation Act "limits the right to combine in the field of commerce" and 
expresses t.he considered view "that the best interests of the country would be 
served by the entire cancellation of the Combines Investigation Act." 

No remarks are made in this memorandum on the suggestion that the Act 
should be repealed, since the possibility of its repeal does not appear to be con
~idered seriously in the proposals of the Canadian Manufacturers' Association 
and since I understand the Commission does not contemplate recommending 
repeal. Comment is made, however, on the statement that the Act drastically 
limits the right to combine. 

The Canadian Manufacturers' Association suggests, as an alternative to 
repeal of the Combines Act "if this should not be deemed practicable," that 
certain amendments should be made which "are in our opinion urgently required 
in the interests not only of manufacturers but of the public at large." Detailed 
comment on each of the proposals is made below. 
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No objection is raised by the Canadian Manufacturers' Association to 
Section 498 of the Criminal Code. The letter reaffirms the Association's con
tention, which was put forward when the Combines Act was passed in 1923, 
" that the Criminal Code provides ample safeguard so far as the public is con
cerned." It might be noted here that, although these two enactments are much 
the same in the offences they create, they differ in one important respect, that 
the Act provides for special government measures to see to its enforcement, 
whereas no such provision is made for the enforcement of Section 498 of the 
Criminal Code. 

Right of Combination.-While Canadian combines legislation makes no 
affirmative statement of the policies and practices which trade and industrial 
combinations may pursue, there is unquestionable right to combine and, in com
bination, to carry out any course of action which is not injurious to the pUblic. 
The present Combines Investigation Act makes this clear, by providing in its 
definition clause against those combinations, and those only, 

" which have operated or are likely to operate to the detriment or against 
the interest of the public, whether consumers, producers or others." 

The section refers further to monopolies and mergers and to agreements which 
have such effects as limiting production, fixin~ common or resale prices, enhanc
ing prices or lessening competition; but there IS no offence, and the statute could 
not be clearer on this point, unless the combination or monopoly has operated 
or is likely to operate against the public interest. In the penalty clause (section 
32) it is declared that 

"every one is guilty . . . who is a party or privy to or knowingly 
assists in the formation or operation of a combine within the meaning 
of the Act." 

Reference to tbe debates in Parli"ment in 1923, when the present legislation 
was enacted, shows. that the Prime Minister of that day emphasized that no 
limits were being placed on the frecdom of association, pointing out that 

"The legislation does not seek in any way to restrict just combina
tions or agreements between business and industrial houses and firms, but 
it seeks to protect the public against the possible iII-effects of these com
binations. " 

(Hansard, May 7, 1923, p. 2520) 

Hon. H. H. Stevens emphasized the same distinction in an answer which 
he made in Parliament on May 19, 1933:-

"I would point out that there is a definite legal interpretation of 
the word' combine' . . . In the Combines Investigation Act a combine 
exists where there is a combination of business interests in restraint of 
of trade to the detriment of the community as a whole, or affecting other 
persons." 

(Hansard, p. 5225) 

This distinction between combination.~ which are socially desirable and 
those which are not has been made in all our Canadian legislation on the subject. 
The Act of 1889, which now appears as Section 498 of the Criminal Code, does 
not provide agijinst all trade combinations and agreements but only against 
agreements to lessen production unduly, to enhance prices unreasonably or to 
prevent or lessen competition unduly. Similarly the Combines Investigation 
Act of 1910 applied only to those agreements or combinations which were "to 
the detriment of consumers· or producers of such articles of trade or commerce." 
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The Oombines and Fair Prices Act of 1919 was designed to prevent those com
binations, and those only, which 

"have, in the opinion of the Board of Commerce of Canada (or of a 
single member thereof acting under authority of and for the purposes of 
section eight of this Act) operated, or are likely to operate, to the detri
ment of or against the interest of the public, consumers, producers or 
others." 

Canadian courts also, in' dealing with cases under this legislation, have 
!lpplied it as designed to prevent only such combination as are publicly injurious 
or dangerous. The comment of Mr. Justice Mignault in the Stinson-Reeb case 
in 1929 is typical:-

"What is tbe trlle test was laid down by this Court in Weidman v. 
Shragge as above stated. Injury to the public by the hindering or sup
pressing of free competition, notwithstanding any advantage which may 
accrue to the business interests of the members of the combine, is what 
brings an agreement or a combination under the ban of Section 498 Cr. C." 

1929 Can. S.C.R. 280. 

Mr. Justice Garrow, in Rex v. Famous Players (1932), stated:-
" Our statute is broad enough in its tel'ms-I refer to the Combines 

Act--but an essential requirement as to all combines within the Act is 
that they operate or tend to operate to the detriment of the public whether 
consumers, producers or others." 

1932 O.R. 344. 

In the administration of the Combines Investigation Act there has never 
been any thought of condemning combination per se. The Department has 
refrained from interference unless public interests have appeared to be prejudiced 
or threatened. The essential test applied in all investigations has been, not 
whether a combination or agreement exists (such information is usually secured 
without difficulty) but whether the public has been injured or endangered by 
the combination through such practices as restricting production, fixing or 
enhancing prices or lessening competition. 

It would probably suit the purposes of members of some combinations to 
have the impression created that the Combines Investigation Act is opposed to 
the whole idea of combination or that it is being administered in such a way as 
to prevent business men from getting together for perfectly normal and lawful 
purposes, in the interests of the public and of industry alike. The fact that we 
have in Canada hundreds of trade associations and trade agreements which 
have never been questioned under the Combines Investigation Act is sufficient 
answer to this claim. Particular care has been taken to ensure that no investi
gation shall proceed unless there are reasonable grounds for believing that the 
interests of the public are affected. When investigations are made they are 
usually conducted in private; and when they are completed adverse reports are 
made only when public interests are found to be injured or endangered. Those 
which have been condemned following investigations have been few in number. 
Of the sixteen principal investigations since 1923, eleven have resulted in findings 
of combine. In the cases which have been referred to the courts the findings 
of the original investigations have been confirmed with but one exception. 

1. Proposed transference of administration of the Combines Act to Department 
of Trade and Commerce. ,. 

This suggestion has been made by a number of business groups besides the 
Canadian Manufacturers' Association, notably the Retail Merchants' As~ocia
tion, the Canadian Plumbing and Heating Institute, the Canadian Pharma-
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ceutical Association, and by members of other combinations which have. been 
investigated under the Combines Investigation Act. The proposal seems to 
have been born of the hope that more favourable treatment would be given to 
business groups by a department which was established primarily for the gen, 
eral senice of trade and industry. 

When it comes to a matter of deciding whether special groups have been 
profiting unfairly at the expense of other interests in the community, as might 
be charged under the Combines Act, the decision should not rest with the very 
departments which have been established to serve the general interests of these 
groups. Between such departments and such groups friendly co-operation should 
be maintained, in the public interest. It would be fair neither to the depart
ment nor to third parties such as consumers or primary producers to have 
decisions under this Act made by a department so closely associated with the 
group complained against. 

It ·was doubtless with this consideration in mind that the Federal Trade 
Commission in the United States was established in 191,4 as entirely separate 
from the Department of Commerce, and that the latter department has not 
been charged with the administration of the Sherman anti-trust law. When the 
Combines Investigation Act was passed in 1910 and when the present Act was 
passed in 1923 general administration of the legislation was entrusted to the 
Minister of Labour. When the Combines and Fair Prices Act was passed in 
1919 it was not assigned to any existing department of government, but was 
placed under an independent body, the Board of Commerce, which reported to 
the Governor in Council through ihe Prime Minister. Such a course would 
seem to have been a proper one where quasi-judicial functions were to be per
formed by an administrative tribunal. 

2. Proposed deletion of words" likely to operate" from definition of a combine 
Combinations which are likely to operate to the detriment of the public, as 

well as those which have actually so oper .. ted, are prohibited under the Com
bines Investigation Act. The Canadian Manufacturers' Association asks that 
the words" likely to operate" be eliminated. 

Assuming the law were so changed, then an agreement to enhance prices 
unreasonably would be condemned only if it had fully attained this object. If 
the same thing were attempted, or if an organization were established showing 
clear indication of impending injury to the public, actual damage would have 
to be done, and evidence of this damage secured, before any action could be 
taken under the Combines Act. Experience in investigational work of this type 
has shown how difficult it is and how long it takes to deal adequately with such 
evidence. If it is a matter of determining whether prices are unreasonable or 
not, the Government would have to ascertain the costs of the articles affected, 
a task which is difficult, time-consuming, and very expensive. If many com
panies were involved, costs of all would have to be determined, and in many 
industries a wide differential would be found hetween the costs of the least 
efficient and the most efficient operators. Questions as to comparative qualities 
would properly be introduced. If only certain articles were included in the 
agreement, the problem of the proper allocation of overhead costs to each item 
would have to be dealt with. Endless argument would ensue as to tbe meaning 
of cost, whether the basis should be original cost or replacement cost, what 
items of expenditure should properly be included, what allowances for deprecia
tion and obsolescence, what salaries and bonuses. In the end, opinions of gov
ernment and company accountants as to actual costs might differ widely. Eve~ 
If there were agreement, the only costs known would be those of a given period, 
and WIth the constant fluctuations in cost which occur in many industries it 
would be difficult or impossible to reach satisfactory conclusions as to the fair
ness or unfairness of the selling prices agreed upon. 
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Assuming, again, that costs could be satisfactorily determined and reason
able profits could be defined, it cannot be conceded that actual costs plus reason
able profits equal fair prices. Costs may include many items of expenditure, 
unnecessary or excessive, which would be eliminated or reduced if the pressure 
of price competition were maintained. In the absence of price comp~tition, 
other types of competition develop, such liS that in service and sales effort, 
which tend to increase costs and prices rather than reduce them. 

It has been suggested that the Combines Investigation Act should be used 
more freely to prevent the establishment of mergers and certain undesirable 
trade practices of mergers and quasi-monopolies after they have been estab
lished. If the "likely to operate" provision were removed, no action could 
be taken until after a merger had actually been completed and had wrought 
damage which could be proved in the courts. 

A study made in the United States by the National Industrial Conference 
Board comments as follows on this aspect of the problem:-

"The protection from economic oppression which the anti-trust law 
was designed to afford would be of little practical value if the penalties 
of the law could not be invoked until competition in the market had been 
completely destroyed. In the nature of things, moreover, it would not 
be possible in any of the.e ways l attacks upon would-be competitors, 
agreements among competitors, absorption of competitors in mergers 1 to 
assure more than a temporary control of the market. But the appli
cahility of the anti-trust law is not contingent upon even a temporary 
condition of dominance in the market. It sullices that a scheme he 
adopted which, when put into execution, will have a necessary tendency 
in that direction. Economic law may be relied upon eventually to release 
society from any wilful device of economic oppression. But it is the very 
raison d'e!r. of this statutory rule to provide a clearer warning and R 

quicker remedy against the invasions of private rights and public interests 
in the business sphere.'" 

.It is not uncommon in criminal legislation to provide against dangerous 
probabilities and even against dangerous possibilities. Section 499 of the Crim
inal COde makes it a criminal offence to break a contract if the person knows 
or has reasonable cause to believe that the probable consequences of his so 
doing will he injury to other persons or property. The carrying of a concealed 
weapon may he an offence, the pointing of any firearm or airgun whether it is 
loaded or unloaded, the adulteration of foods even though injury to health may 
not be proved, the attempt to commit an offence whether damage results or not, 
being intoxicated while in charge of a motor car whether it is in motion or not 
and whether anyone is injured or not. And in the field of restraint of trade, 
section 498 of the Criminal Code, of which the Canadian Manufacturers' Asso
ciation has expressed approval, legislates similarly against dangerous prohabiii
ties. It makes no reference to public injury resulting from agreements of a 
certain type; it condemns the agreements themselves whether damage results or 
not. What it says is this:-

"Every one is guilty of an indictable offence who con-
spires, comhines, agrees or arranges with any other person 

(a) to unduly limit facilities, 
(c) to unduly lessen manufacture, . or to unreasonably en-

hance prices, 
(d) to unduly lessen competition," etc. 

lNationai Induatrial Conference Board, New York. "Mergers .and tlhe Law" (l929). p. 13'. 



COMBINES INVESTIGATION ACT 479 

The 1910 and 1919 legislation had provisions with similar effect. The 
Combines Investigation Act of 1910 provided against any arrangement 

"which has, or is designed to have, the effect of increasing or fixing 
the price . . . or . . . restricting competition; . . . to the detri
ment of consumers or producers ". 

In the Combines and Fair Prices Act of 1919 the definition of a combine 
was briefly as follows:-

"The expression ' combine' . . . shall be deemed to have refer
ence only to such combines . . . as . . . have, in the opinion of 
the Board of Commerce of Canada . . . operated, or are likely to 
operate, to the detriment or against the interest of the public, consumers, 
producers or others, and, limited as aforesaid, the said expression as used 
in this Act shall be deemed to include,-(a) mergers," etc. 

The only comment made in Parliament on this phrase when the 1919 bill was 
discussed was offered by Mr. Meighen in answering an inquiry when he said: 

"there may be evidence that the purpose of a certain act, or even a 
certain combination itself, is to operate against the public interest, which 
may be set out, for example, in communications that pass between the 
various bodies that are about to combine, and though no harm may yet 
be done there may be ample evidence that harm is intended and the 

. board is empowered to anticipate and prevent such barm."! 
Thus the object to be served was the anticipation and prevention of public 
injury. . 

No discussion of any extent arose on this point when thc 1923 bill was 
before Parliament. The substitution of the words "about to operate" was 
suggested but was rejected as having substantially the same meaning. 

Reported court interpretation of the words "likely to operate" as used 
in the Combines Investigation Act has not been exhaustive. In The King v. 
White, Mr. Justice Sedgewick in his charge to the jury on April 1, 1932, stated: 

" It seems· to me that . . . . the words 'have operated' apply 
to a person referred to in s. 32 as one who has been party or privy to 
or assisted in the operation of a combine; while the words' are likeiy 
to operate '-combines which are likely to operate to the detriment or 
against the interest of the publi~apply to a person who has been a 
party or privy to or assisted in the formation of a combine." 

In The King v. Canadian Import Co., Mr. Justice Laliberte in his judgmenL 
of December 12, 1933, included the following observations on the same subject: 

" Under both these laws (the Combines Investigation Act and Crim
inal Code, section 498), the evil results attained seem to replace the 
intention. When the combinations or agreements were not operated to 
have and do not have the specified results, it is essential that it be 
proved that they were designed to have that effect and to be against the 
public interest. In fact they do have that effect when the agreements 
themselves are such by their nature and content that their inevitable and 
necessary consequence must be to unduly prevent or lessen trade, etc., 
within the meaning of the statutes." 

One thing may be taken for granted, as far as Canadian courts are con
cerned, convictions will not be registered under the "likely to operate" pro
vision unless there is substantial proof of probable injury to the public. The 
following quotation from the judgment of a United States court in a case under 
the Clayton Act expresses what may be taken as the certain attitude of the 
Canadian judiciary on this point: 

1 HaDltLl'd, July 4, 1919, p. 4567. 
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" In applying the statute it must be judicially determined wbat the 
effect may be. This judgment must be more tban a mere feeling of 
, possibility' arising in ignorance of facts wbich. if known, would destroy 
that feeling. It must be based on knowledge and upon a reasonable 
belief that, in view of existing facts, there is II 'dangerous proba
bility'.'" 

It is submitted that no sound reason has been shown why the Combines 
Investigation Act should be weakened in this respect, why its preventive influ
ence should. be impaired, or why the statute should be rendered less stringent 
than Section 498 of the Criminal Code. The provision has not operated un
fairly, and, it might be added, is not likely to operate unfairly, to any business 
interests affected by the legislation. 

3. Proposed specific e:remption of combinations of employers, producers, dis
tributors or others for the. rea80nable prevention of unfair practices. 

The Combines Investigation Act, in section 4, makes the following provi
sion regarding labour unions: 

" Nothing in this Act shall be construed to apply to combinations of 
workmen or employees for their own reasonable protection as such work
men or employees." 

An identical provision has been included in Section 498 of the Criminal Code 
since 1900. A clause to the same effect appeared in the Combines and Fair 
Prices Act of 1919. The Combines Investigation Act of 1910 included no such 
express provision, but declared th"t the protection given by tbe Trade Unions 
Act to registered unions would not be disturbed. 

The Canadian Manufacturers' Association now suggests the addition of 
the following words at the end of section 4 of the Combines Act: 

" nor to combinations of employers, producers, distributors or others for 
the reasonable prevention of unfair practices." 

To appreciate the significance of this proposed addition the general pur
pose of the Combines Act should be borne in mind, and the reason for the inclu
sion of section 4 as it now stands. The Act was designed to prevent business 
interests, engaged in the making or buying and selling of goods, from taking 
to themselves, through combination, such control of production and prices as 
would unduly lessen or eliminate the bargaining power of other interests in the 
community. It dealt primarily with relations ·between buyers and sellers. It 
was not designed to deal with relations between employers and employees, which 
is a matter taken care of by other legislation. This seems t{) be clear enough 
in the definition of a combine. but to make it doubly clear Parliament inserted 
a clause stating specifically that" nothing in this Act shall be construed to 
apply to combinations of workmen or employees for their own reasonable pro
tection as such workmen or employees." Had there been any need of making 
this provision apply also to employers, as employers, no doubt Parliament 
would have agreed. If unfair advantage appeared to be given to employees as 
against employers and it appeared necessary to effect a balancing of interests, 

. extending to employers whatever exemption may be granted to employees by sec
tion 4. the appropriate addition would have been to the following effect: 

"nor to combinations of employers for their own reasonable protection 
as employers." 

1 Standard Fashion Co. v. Magrane Houston Co .. Federal Trade CommisaiOD Statutes 
and Deciaiona. 1914--1920, p. 851. 
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This, of course, is not what is suggested ·by the proposed amendment. It 
mentions employers, but not employers acting only in their employing capa
city; it includes producers, distributors and others, but makes no reference to 
their relations ;with employees. Instead it deals with the prevention of unfair 
practices, such as IIllght develop between several traders or several manufac
turers. Under the Combines Investigation Act there is no objection to the 
reasonable prevention of unfair practices, but the place to say it in the Act is 
not in the section which deals with relations between employers and employees, 
but in the main section which describes the type of combination against which 
the legislation is directed. And there it is said. It is true it does not say what 
may be done; that is not the function or method of criminal legislation. If 
the statute were to include all the things that may be done, the list would be 
a long one, and in the end the result would be far from satisfactory to those 
who propose the present amendmel!.t. What the Act does say is that those 
combinations, and those only, which have operated or are likely to operate 
against the public interest should be suppressed. 

Frequently there is sub~tantial disagreement regarding the fairness or 
unfairness of a particular practice, disagreement between the business concerns 
themselves and between the members of a cDmbination and Dther interests in 
the community. It may well be that certain practices which a combination 
regards as unfair sbould not, in the public interest, he prevented by a com
bination of the majority of manufacturers or dealers affected. The breaking of 
an agreement to lI).aintain prices at high levels might be regarded as unfair 
by the members of a combination, but the courts, considering the interests of 
others outside the particular industry or trade, might conclude that the public 
was detrimentally affected by the agreement. Where the prevention of cer
tain unfair practices is in the public interest a combination formed for the pur
pose of preventing them could not on that account be condemned under the 
Combines Investigation Act in its present form. 

4. Propo.al that the Regi3trar should not be allowed to proceed with investiga
tions except on the authority of an Order in Council, on the recommen
dation of the Minister. 

Section 12 of the Act provides that whenever six persons make an application 
which complies with the requirements of the Act, the Registrar shall cause such 
inquiry to be made as he shall consider necessary. He shall cause inquiry to 
be made also whenever he "shall have reason to helieve that a combine exists or 
is being formed, or whenever so directed by the Minister". 

The principal object of this provision was to ensure that if responsible 
citizelll! complained of the existence of a combine, investigation would be made. 
It is not required that all investigations shall be of an extensive or formal nature: 
the Registrar is called upon to make such investigation as he deems the circum
stances warrant. As a matter of fact, of some four hun&ed cases which have 
been dealt with under the Act many have been of relatively minor importance 
and have been disposed of quickly. A limited preliminary inquiry has usually 
been sufficient to determine that rio contravention of the Act had occurred. If 
the right to initiate such inquiries were curtailed or if investigations were 
delayed, as would be inevitable if inquiry could not proceed without the author
ity of an Order in Council, suspicions of unjustified political interference might 
readily arise in the public mind. 

111111--11 
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5. Proposal that as an alteTnative to prosecution the Minister may issue order. 
to cease and desist. 

The submission Ilf the Canadian Manufacturers' Association on this' subject 
is for the inclusion of a section in the Combines Act to the following effect: 

"In case the Minister decides upon the report of the Registrar made 
after investigation, that the public interest may be served by issuing an 
order to the parties against whom the complaint has been made to cease 
and desist from. the practice complained of and to file a report within 
three months showing the manner in which the order to cease and desist 
has been complied with, the Minister shall be empowered to make such 
order, and to vary, cancel or revoke it." 

Provision to this effect was made in the Combines and Fair Prices Act of 
1919, and it would appear that this was one of the principal grounds on which 
that legislation was held to be ultra vires. Sir Lyman Duff emphasized the 
difference between the 1919 Act and the present Combines Investigation Act in 
the following passage in his reasons for judgment in Re Combines Investigation 
Act and S. 498 of the Crimina! Code: 

"An attempt was made on the argument to bring this statute [the 
Combines Investigation Act] under the decision of the Privy Council in 
relation to the Combines and Fair Prices Act, 1919. There is no doubt 
that parts of the present'Statute are taken from the earlier Act, but the 
provisions of the earlier Act which gave character to that Act have dis
appeared. 

"The former statute in its substantive enactments on the subject of 
combines, conferred upon the Board of Commerce, a Board created by 
Dominion legislation, composed of persons named by the Dominion 
Government, the authority and the duty to enquire into the existence of 
combines and plans for the formation of combines, and to suppress, by 
order of the Board, the combines themselves, and practices associated with 
combines, in so far as the Board might think it right and in the public 
interest to do so. The present Act gives no such power of regulation." 

(1929) 2 D.L.R. S02 at 809-S10. 

lt would seem therefore that the only way in which the Dominion could exercise 
such power would be to have the British North America Act changed or to secure 
enabling legislation from the provinces. 

Assuming, however, that the constitutional obstacle were removed, the 
question remains whether the adoption of the proposed amendment would be 
in the public interest. If the legislation were dealing merely with certain types 
of unfair competition in which the public interest was not seriously affected or 
endangered, such a method of securing compliance with the law would have 
many advantages over the method of prosecution. Moreover in some excep
tional instances of combination in violation of the present Act quicker results 
might be obtained, in the particular case, and so long as this method were not 
adopted a.~ the general practice the public interest might be adequately protected. 
The danger would be, however, that although the one case would be more quickly 
disposed of, the number of violations of the Act would he almost certain to in
crease to an alarming extent. This result would surely follow if members of 
combinations were given reason to believe that the only thing that would happen 
in the event of an illegal combine being discovered would be an order to cease 
and de~ist. The restraining or preventive effect of the law as it is at present 
would be seriously impaired. 

To provide for the exceptional case in which the cease and desist method 
could be employed to public advantage, there is no occasion for amendment of 
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the legislation. Under section 31 of the Act it is left to the discretion of the 
Minister whether a case shall be sent or not to the Attorney General of the prov
ince for prosecution. In the case of the Proprietary Articles Trade Association 
a commissioner reported against the combination, whicb immediately ceased 
operations. Further action by the Minieter was postponed until the courts pro
nounced judgment on the validity of the Act. When the Act was declared intra 
vires the Association disbanded and the Minister decided that prosecution was 
not necessary in the public interest. Had the Association continued operations, 
prosecution proceedings would undoubtedly have been taken. A few other eases 
of much less importance have been disposed of in a similar manner, but this 
method, which is not specifically provided for in the Act, has been used only in 
the exceptional case. Were it stipulated in the Act as an alternative it might 
easily become the method generally employed, with the unfortunate results above 
indicated. 



ANNEX IX 

Supplementary to Ohaptenl vn and IX 

MEMORANDUM ON THE USE OF TAXATION AS A METHOD OF 
REGULATION 

By The Hon. H. H. Stevens 

PART I.-Effect of Consolidated Taxation of Corporations on: 
(a) The Taxation Revenue. 
(b) Competitors. 
(c) Taxpayer's Rights. 

1. In other parts of this Report, a fairly complete examination has been 
made of the effect of " maS:! buying" upon independent merchants, industrialists, 
and workers. It has also been demonstrated that the mass buying system has, 
to a large degree, developed as the concentration of capital in industry became 
more definite, and the influence of the mass buyer of the large corporation upon 
the industrialist and independent merchants has been amply illustrated. No 
reference has been made, however, to the diminution of the amount of taxes 
paid by these corporations, due to their system of setting off losses in certain 
units against gains in other units, and being taxed only on the net result, and 
to the effect of these operations upon the interests of the taxpayer. In other 
words, the organization operating a number of units is permitted to wash out 
the losses of the less profitable parts of the business with the winnings of the 
more successful units, thus escaping the payment of taxes which his independent 
single unit competitor is compelled to pay. This system is unfair to the inde
pendent merchant who is competing with the multiple unit corporation . 

. In this Annex, therefore, it is intended to analyse this phase of the subject. 
2. This escape from federal taxation by certain large multiple organizations 

takes two forms:-
(a) Under the Income Tax Law, by the washing out of losses in one part 

from gains in others, and • 
(b) By the reduction of the legitimate amount of sales tax that should be 

paid through paying the per cent sales tax on invoice prices, reduced 
by excessive discounts. 

3. In order to appreciate the points indicated in the two preceding para
graphs, it must be borne in mind that the organizations that secure this advan
tage in taxation, are those which operate multiple concerns, such as the three 
large department stores:- . 

(a) The T. Eaton Company 
(b) Simpsons Limited 
(c) The Hudson Bay Company, 

and the Chain Store Organizations with their numerous individual units (this 
will include virtually the full list of chain stores). It is most noticeable in those 
large chain stores such as The Atlantic and Pacific Tea Company and the 
Dominion Stores, but is not necessarily limited to these two. Also the Milling 
Companies, Chain Bakeries, Canning Corporations and Packing Companies, 
would -he included. 

4. Department Stores.-We will first take the T. Eaton Company. This 
organization has grown from a very small beginning to its present enormous 
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dimensions. For our immediate purpose, it will suffice to indicate its main 
ramifications, as set forth on page 3053 of the evidence of the Committee as 
foUows:-

The business of the Eaton organi.ation is carried on in the following places 
of business--

Thirteen large department stores located at:-
Halifax Hamilton 
Moncton Winnipeg 
Montreal Regina 
Toronto (3) Saskatoon 

Five mail order distributing sections located at:-

Moose Jaw 
Edmonton 
Calgary 

Moncton Winnipeg Edmonton 
Toronto Regina 

Thirty-two smaller department stores, selling general mercbandise known 
as the C.D.S. Stores and tbe Teco Stores 

Nova Scotia.... .......•.. 4 Manitoba ............... 1 
New Brunswick. . . . .. . . . . . 1 Alberta .•............... 3 
Quebec .................. 1 Ontario ..........•...... 22 

Fifty-seven groceterias, not including 15 located in other stores. 
Prince Edward Island..... 2 Ontario ...•.........•... 25 
Nova Scotia .............. 15 Manitoba ............•.. 3 
New Brunswick.......... 7 Saskatchewan ........... 3 
Quebec ................. 2 

Forty separate mail order offices, 39 in Ontario and 1 in Quebec, not includ
. ing 72 located in other stores Or groceterias. 

Seven factories located in:
Saint John 
Montreal 

Toronto (2) 
Guelph 

Tbree creameries located in:
Manitoba (2) 

Four warebouses located in:
Toronto 
Manchester, Eng. 

Nine buying offices located in: 

Hamilton 
Winnipeg 

Saskatchewan 

Halifax 
Ontario (C.D.S.) 

Montreal Berlin, Germany 
England (3) New York 

Ireland 

Switzerland 
Paris, France 

There are also ten companies which are not of a merchandising nature. 
In all, they bave 170 separate places of business, including mail order offices, 
warehouses and buying offices. Tbe organization has branches in every prov
ince of the Dominion of Canada, except British Columbia, where mail order 
business only is solicited through other branches. 

5. A detailed analysis of the operation of this huge multiple eoncem, as set 
fortb in the Evidence of the Commission and Committee, is available for study. 
It might be pointed out, however, in a general way, that the company in recent 
years has lost money on its stores in Regina, Saskatoon, Moose Jaw, Calgary 
and Edmonton, on the College street misadventure, the Canadian Department 
Store System and Teco St<lres (numbering 32 stores), 31 Groceterias located 
in Ontario, and its 7 factories. In some of tbese instances, the losses have been 
quite consistent in recent years. These losses, however, have in some years 
offset the profits of some of the larger ouUets. These will be examined below. 
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6. The table on page 487 indicatea the Profits and Losses of the T. Eaton 
Company, Limited, for roe nine year period, 1926 to 1934. In this statement, 
we have segregated the profits of the four largest operating units; namely, The 
Toronto Mail Order Section, the Toronto Stores, the Winnipeg Store, and the 
Winnipeg Mail Order Section. The second item of thi~ t.able, namely, the profits 
from the follX largest operating units is deducted from the profits of the T. Eaton 
Company Limited, and the remainder indicates the net profits or losses of the 
rest of the units included in the T. Eaton Company, Limited (which includes 
98 order taking offices). These remaining units, however, numbering 156, com
prise many that are unprofitable, and which are washed out in the section of this 
great organization which is known as the T. Eaton Company, Limited. It must, 
however, be borne in mind that in addition to these there are eleven separate 
companies not included in what is known as the T. Eaton Company, but which 
enter into the Consolidated Balance Sheet for taxation purposes. 

The analysis in the table following will show that the total profits for the 
nine years for the T. Eaton Company, Limited was $39,326,000, exclusive of 
subsidiaries. The total profits, however, for the four largest operating units 
amounted to $34,698,000, leaving $4,628,000 net profits for nine years remain
ing to cover the 58 units ineluded in the T. Eaton Company, Limited. Of 
th~se, quite 8 number lost money, such as the Toronto Factories, which showed 
losses amounting to $354,000 for the years 1930 to 1933, inclusive, and the 
Ontario Groceterias. which showed losses of $375,000 from 1927 to 1933, inclu
sive. The loss of these two organizations and other individual unita (includ
ing Toronto stores, $2,640,000), amounting to $5,297,000 have, as intimated, 
been offset by the general figure referred to. . 

Therefore, when it is realized that the net profits, according to the books 
of the company on which income tax was presumably paid for this nine year 
period, amounting to only 527,360,000, for the whole institution, it will be 
realized that there is a decided advantage to the company to pay its income 
tax on a " consolidated Balance Sheet" rather than on a unit ·basis. 

Nevertheless, this will become more apparent when it is realized that 
among the unprofitable units whose losses have been offset were the Regina, the 
Saskatoon, the Moose Jaw, the Calgary, and the Edmonton Stores; that is, 
that in each of these cities these unit department stores of the T. Eaton Com
pany operated in competition with other private enterprises, who operated 
single unit businesses and who paid full income tax on any profits they might 
make. This great corporation, however, was enabled to carryon its oper!l
tions in these cities at losses which, when applied to the profits of the mam 
Toronto store, and the Winnipeg store, and Mail Order, resulted in a diminu
tion in the amount of income t.ax payable. 

The following table gives the situation:-
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PROFIT AND LOSSES OF THE T. EATON CO. LDIITED 

r1ll. tbOUS8.Dda of dollan) 

- 1926 IWI 1828 1m 1830 1931 193' 

-----
(a) T. EatOll Co. Ltd. Amlual 

Total ..................... 7.<151 8,331 '.160 8,650 4,524 1.714 I~ 1-
(b) Deduet profits of lour lat"pI8t 

operatiq unita. Toronto 
11.0 ...................•.. 

TofO!1to Stol't", {exclusive of 
1,<30 1,819 1.326 767 ... 238 73 

DrugCompany) ....... _,_ 1,291 1.110 2.71M 2,549 1.749 807 -768 
Winnipeg Store ............... 886 712 , .. 740 ... ... ... 
WiDnipeg 11.0 •.••••....•...•. !,78S 2,671 2,652 2,601 1,817 .94 '78 

TOTALS .............• ....... 0,872 7,,," 6.657 t,'" 2,094 112 
--

(e) Pro6tor 10Me8 on restorunita 
in T. EatOll. Co. Limited I 1.00f 1.46' 1.887 I,'" -In -ISO -576 

IRest of Units Include: 

1933 

--
-812 

081 

-1,297 
47 

'91 

I -'78 

--414 

Port Arthur ................ Store 

1934 

--
712 -

... 
-'60 

136 .23 
081 

-009 

Toronto ... _ ................ ~~~ 
Other Western Units ....... 4 Teco Stores 

487 

Total 

39,32 o 

34.tHlS --., ... 

Hamilton, ,_ ............... Store 
Ontario .................... 31 Groceterias 

10 Western Groceterias 
2 Creameries 

Winnipeg .................. ~Faetory 
Regina .•••.•••.•.•.•.•..••. Store 

Mail Order 
Creamery 

Saskatoon .................. Store 
Edmonton ..•.....•........ Store 

Mail Order 
CaIJ<ary .................... Store 
MoOse Jaw ................. Store 

Manchester. England ....... Warehouse 
Buying Offices ........ '" .. 1 Montreal 

1 New York 
3 England 
1 Ireland 
1 Swit.oerland 

Tot.s.l Units (exclusive or 4 largest) 68. 
Mail Order Offices .......... 88 

To illustrate the henefits t{) a corporation in being permitted to lump 
together the earnings and los8es of its various units and pay tax only on the 
net result, the following examples are given:-

(a) In the year ended January 30th, 1930, the T. Eat{)n organization had 
a net profit of $3,647,000. In arriving at this result, however, there 
were deducted operating losses on Ontario Groceterias, Ontario Teco 
stores, the stores at Saskatoon, Edmonton, Calgary, Moose Jaw, the 
Western Teco stores, Western Groceterias, and the Moncton store and 
mail order, which los8es amounted to $808,000. 

(b) In the year ended January 30th, 1931, the Eaton organization as a 
whole had a net profit of $3,202,000. In arriving at these figures, 
however, there were deducted losses on Toronto factory, Ontario 
Groceterias, Ontario Teco stores, Montreal factory, Regina, Saskatoon, 
Edmonton, Calgary and Moose Jaw stores, and the Western Teeo 
stores, which losses amounted to $707.000. 

(c) In the year ended January 14th, 1932, the Eaton organization as a 
whole had a net profit of $1,112,000. In arriving at this, however, 
there were deducted operating losses on Toronto stores, Toronto factory, 
Ontario Groceterias, Montreal factory, and stores at Regina, Saskatoon, 
Edmonton, Calgary and Moose Jaw, which losses amounted to 
$1,536,000. 

(d) In the year ended January 12th, 1933, the Eaton organization as a 
whole had a net profit of $737,000. In arriving at this, however, 
there were deducted operating losses on Toronto stores, Toronto factory, 
Hamilton store, Ontario Groeeterias, Teeo stores, Montreal factory and 
stores at Regina, Saskatoon, Edmonton, Calgary and Moose Jaw, which 
los8es amounted to $1,884,000. 
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(e) In the year ended January 11th, 1934, the Eaton organization as a 
whole had a net profit of $1,103,000. In arriving at this, however, 
there were deducted operating losses on the Toronto stores, Toronto 
factory, Hamilton store, Ontario Groceterias, 'the stores at Regina, 
Saskatoon, Edmonton, Calgary and Moose Jaw, which losses amounted 
to $987,000. 

These illustrations serve to demonstrate clearly that, if this great multiple 
organization had been taxed on a unit basis, the revenues of the country might 
have benefited to a considerable degree, and independent merchants in various 
sections of the country would have been thereby placed in a more favourable 
~ompetitive position. We should point out, however that up to the present, 
,there has been nothing in the law to tax'singly the profits from the different 
operating units of the one company and, under the regulations of the Income 
Tax Department, it has been permissible to consolidate for tax purposes the 
results of a group of associated companies (under the same ownership): 

(1) where the various companies are engaged in the same line of business 
(2) when the capital of subsidiary companies is fully owned by the parent 

company. 
The foregoing profits and losses of the various units of the T. Eaton Co. 

Limited are shown after the levying of an interest charge by the Head Office. 
,In the nine years 1925 to 1933, interest so charged amounted to approximatelY 
$20,000,000. The Head Office organization, however, had supplementary expen
,ses, etc., which were not pro-rated to the individual units which, in the same 
period, amounted to approximately $40,000,000. It is not, therefore, possible, 
to state definitely what operating result might be shGwn for anyone unit, if 
the company had had to face taxation on the profitable units, without the 
,benefit of offsetting losses on unprofitable units. Undoubtedly, all the 
supplementary expenses would, in such circumstances, be distributed directly 
against the operating units and, as the distribution of such charges is in a 
large measure discretionary, it is quite possible that the really profitable units 
would be called upon to bear the major share of such charges, and the losses 
,of the less profitable units would probably be reduced by the expedient of 
,cancelling the interest charges which form part of the losses now shown by the 
financial statements. 

7. The next table is an analysis of the general Profit and Loss account, 
,as it appears on Page 3091 of the evidence of the Committee. In this statement, 
we have endeavoured to show how Income Tax revenue has been affected by 
allowing excessively high salaries of forty executives to be deducted before 
income tax payment was calculated. The exact amount that each of the forty 
,executives received has not been set forth in the Evidence by courtesy of the 
Commission, but it is understood that some of these executives received less 
,than $10,000 a year, while, on the other band, a number of higher paid 
executives received excessively high salaries. 

Therefore, it is submitted that in all corporations all salaries and bonuses 
in excess of $10,000 ought not to be allowed as part of the expense of the 
pompany, nor deducted before computing the amount subject to the Income 
,Tax Provisions. 

Having this end in mind, it will be noted that, after adding back the 
amount deducted for salaries and bonuses of 40 executives in excess of an 
average of $10,000 each per annum, and after eliminating other losing units 
,(but not losing units included in the T. Enton Company Limited), the net 
profits upon which income tax should have been figured, on such basis would 
amount to $43,856,000 for the nine-year period, whereas the amount upon 
,which income tax was presumably paid, ",as only $27,360,000, or an amount 
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.of $16,496,000 upon which additional income t ... " would have been paid had 
this basis been adopted. This additional amount consists of $12,748,000 
.salaries in excess of $10,000 per annum, and $3,748,000 of operating losses 
offset against profits. 

The table below is iIlustrative:-

CONSOLIDATED PROFIT AND LOSS STATEMENT FOR THE T. EATON 
CO. LIMITED AND ITS SUBSIDIARIES FOR YEARS 1926 TO 1934 

Showing only the profits, and eliminating the losses of the unprofitable units 
and adding back executive salaries in excess of an average of $10,000 per annum. 

Profits of 
T. Eaton Co. Limited ..• , .. .. •. .• .. .• .. .. .• .. . ... 
T. Eaton Drug Co. Ltd. .. .. •. •. .• •• •. .• •. •• •• •. •• 

In thousands of dollar. 
$40,602 

T. Eaton Co. (Maritimes) Ltd ......• ................ 
T. Eaton Co. Ltd. of Montreal .. .. .. .. .. .. .. .. .. .. 
Canadian Department Stores .. 
Canadian Stores .. .. .. .. .. 
Guelph Stove Co. Ltd. .• .• .• 

Add: Interest .. •• •. •• •. .. .. .• •. •• .. .• .• •• •• 

588 
3,033 
3,934 

82 
124 
371 

$48,734 
20,!l04 

$69,138 
Deduct: Supplementa1'7 Expenses. Allowances. Sundry Credits, etc. 40,175 

Add: Amount of 40 executives' salaries in excess of $10,000 yearly 
average ........................ ........... . 

Add: Profits of: 
T. Eaton Realty Co ............................ . 
Purchaser'. Finance Co. Ltd. .. ',. .. .. .. .. .. .. .. ., ,. .' 
Business Properties Limited .. .. .. .. .. 
Rideau Stores Limited.. .. .. .. .. .. .. 

Adjustment re Bonuses payable .. .. .. .. .. .. .. .. .. .. .. ... 

Net profits .. .... " ................. , ........... . 
Net profits according to CompaDTs books on which income tax 

wall paid., ............ .... ...... ....... ... . 

$28,963 

12,748 

$41,711 

• 3,504 
99 
61 
6 

, 3,670 

$45,381 

-1,475 

43,906 

27,360 

,16,546 

Even this figure of $16,546,000 understates the case as there are losses hidden in 
the figures shown for the T. Eaton Company Limited, sucb as: 

(1) Toronto Factories, which showed losses amounting to $354,000 from 
1930 to 1933 inclusive. 

(2) The Ontario Groceterias, which showed losses of $375,000 from 1927 
to 1933, inclusive. 

(3) Losses on the Toronto Stores (chiefly College street brancb) amounting 
to $2,634,000 during the years 1932, 1933 and 1934. 

(4) Losses on the Saskatoon, Regina, Moose Jaw, Calgary, and Edmonton 
stores during the years 1926 to 1934, which amounted to $1,828,000. 

(5) Losses on various other units, such as, Teco Stores, Factories, Moncton 
store, ete., amounting to $835,000. 

So that if the losses of these units were added to the above figure, a more 
accurate picture of the winnings on the profitable units would be shown. . 

In the main Consolidated Profit and Loss Account (in the Statement C-5) 
appears an item as follows: 
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"Deduct: Supplementary Expenses, Allowances, Sundry Credits, etc." 
The total amount of this item for the nine-year period, 1926 to 1934, was 
$40,175,000. It is interesting to consider certain items into which it is broken 
down in Statement C-7; for instance, " Organization Expenses," $2,584,000, aiso 
"Provision for Business Promotion," $2,282,000. It is difficult to helieve that 
a concern so long and well established should require in the past nine years, 
the sum of $4,866,000 for its "Organization and Promotion Expenses," especially 
in view of the fact that another item provides $686,000 for "Special Adver
tising for Promotion of Business ". Yet all of these have been deducted from 
the earnings of the company before calculating revenue for income tax purposes. 

It is submitted that the T. Eaton Company, instead of being assessed for 
income tax purposes as a single corporation ought to bave been assessed on each 
of its unit operations separately, as each of these constitute definite competition 
with other independent merchants. The number of units involved in this gigantic 
concentration was 170, as indicated in paragraph 4. 

8. Robert Simpson Company, Limited.-The financial set up of the Robert 
Simpson Company Limited has been dealt with elsewhere in this report. For 
the purpose of this analysis, it might be pointed out that this multiple organiza
tion includes the Toronto retail store and the Toronto mail order, the Halifax 
retail store and mail order, the Regina retail store and mail order, the Montreal 
retail store, Keen's Manufacturing Company Limited, Thompson Manufac
turing Company Limited, Les Representants de Robert Simpson, the Robert 
Simpson Company (London) Limited, The Robert Simpson Drug Company 
Limited, and the Central Indoor Parking Garage Limited. It will be noted 
from this list that there are, in addition to Simpsons, Limited, which is the 
holding company, ten separate and distinct companies, each one being a separate 
legal entity in itself. 

It will also be noticed that the most of these companies showed losses for 
a substantial portion of the period under review. All of these losses, however, 
were washed out in the handsome profits made in the central organization. 

. . 9. The outstanding feature of this company consisted of the withdrawal 
by the original interests, of $5,000,000 in 1925 and $10,000,000 in 1929, or in 
all, $15,000,000. This was achieved, in part, by writing up the assets in these 
two periods by $8,720,700, and by other refinancing operations. 

A very simple method of recognizing the exact effect of this refinancing is 
to be found in an examination of the Profits and Loss Account on pages 2754 
and 2755 of the Evidence of the Committee. Under the caption" Provision for 
Profit Taxes," it will be noted that the company provided for 1926 the sum of 
$208,000, and for the year ending January, 1930, the sum of $227,000, with 
approximately similar amounts in the intervening years. In the middle of the 
year ending January, 1930, the Flavelle, Fudger, Cox group received $11>,000,000, 
which was paid out of a bond issue of $10,000,000, and an issue of 6; per cent 
Cumulative Preference Shares of $10,000,000, the net result of which was that 
the Company's liabilities were increased. 

It will be noted that for the years 1931 and 1932 no provision for income 
tax was made, but it will further be noted that bond interest jumped suddenly 
from approximately $350,000 average over a period of years, to $630,000 for 
the year 1930, so that the net result of this refinancing scheme was that income 
tax payable to the State virtually vanished, while the interest on bonds approxi
mately doubled. In effect, the fortunate group that withdrew $10,000,000 at 
this time obtained the benefit of the bond issue, but the increased liabilities, 
thereby created, virtually wiped out the income upon which the State had been 
receiving taxes. In other words, the bond holders took the position of the State 
in .relation to the earnings of this Company. In this regard, it should be noted 
88 shown on page 2801 of the Evidence, that the company paid dividends from 
the year 1903 to 1916 (except for one year on which 2 per cent was paid), at 
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annual rates of from 5 to 9 per cent; and from 1917 to 1924 (with the exception 
of 1921 when 7! per cent was paid), at 10 to 11! per cent. Also that there was 
a stock dividend in addition to dividends paid in cash, and over and above the 
$15,000,000 withdrawn in the years 1925 and 1929, by the original group. An 
excellent summary of the situation was made by Mr. IIsley 'as shown on page 
2800 of the Committee Evidence as follows:-

Q. Mr. Adamson, assume the case of a man who got one share in 1902 for 
which he paid $100? 

A. Yes. 
Q. Assume tbat the gentleman followed that share through till 1925, when 

be got his cash, then he had 5 shares? 
A. Yes. 
Q. By 1925? 
A. Yes. 
Q. And for which he got $150 apiece, which made $750? 
A. Yes. 
Q. And those 15 shares he sold in 1929 for $150 apiece which is $2,250; the 

$2,250 plus the $750 makes $3,000, which he got in 1929 for an original 
investment of $100 with his cash dividends every year in the mean
time? 

A. Yes. 
Q. That is the whole story, is it not? 
A. Yes. 

By Mr. Sommerville: 
Q. Then that is equivalent to 30 for I? 
A. Yes. 
Q. Par value, plus dividends? 
A. Yes. 
Q. Now then, what were the dividends received? 
A. The dividends received were: (a list' of dividends paid from 1903 to 

1,924 is inserted here, which run from 6 per cent to 11 i per cent, with 
one exception). 

Q. These were on each share. If the holdings at 1917 were 5 for 1 and the 
dividend declared was 10 per cent, it is equivalent to 50 per cent 
dividend of the original investment? 

A. Yes. In addition to that there were the bonds and preferred shares. 
Q. Yes, and these preferred shares were issued as bonus shares to the same 

group?-A. As stock dividends. 
Q. I beg your pardon, as stock dividends?-A. Yes. 
It is pertinent here to ask, was proper consideration given to the with-, 

drawal of this $15,000,000 when assessing the shareholders for income tax 
purposes. An analysis of the company's capital indicates that less than 
$1,000,000 of the amount received represented a return of capital invested and 
the balance taken out by this group represents profits earned in the business 
and a profit of something over $5,000,000 arising from the writing up of fixed 
assets and selling them on the basis of an appraisal. While the tax laws have 
since been amended to render taxable the withdrawal of profits in this man
ner, there seems little douht that the methods followed resulted in the group 
receiving this amount virtually free of tax. 

As in the case of the T. Eaton Company it is submitted that this company 
ought to be assessed for income tax purposes on each of its units separately. 

10. The Hudson Bay Company.-The thiaoQ large multiple department 
store organization is the Hudson Bay Company. This company operates 11 
units. The statements in regard to them are not a8 complete as in the case 
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of the other two large retail corporat.ions. The Profit and Loss Account for the 
year ending the 31st of January, 1934, however, well illustrates a similar situa
tion in connection with this organization. Below is given a table showing the 
profit and loss respectively of the various stores. This statement shows that 
six stores made a profit in the year mentioned and five made a loss. The total 
profits of the six stores amounted to $237,330; the total losses of the five stores 
amounted to $243,717, leaving a net loss of $6,387. 

HUDSON BAY CO. (P.3490) 

PBom AND Loss BT SroID8 roB. T:UB BlfDING 31ST JANUARY. 19M-

Sales Profit La .. 

• • w· . 
V:::'~er:::::::::::: ::::::::::::::::::::::: ::::::::: ::::::::::: 
~=~~::.:::::::::::::::::::::::::::::::::::::::::::::::::::: 

6.998.316 
6,048.877 
2,646,898 
1,864.989 
1,890,375 
1,121.373 ·····"i;isa· 

3.898 
1.121 

leO.91i4 

38.429 
43,653 Saskatoon ..........•.....•.•••.•••..•••.......•........•.......•. 

Kamloopa ..........•....•....••....•....•••.•••..••........•..... 
Nelson ......••.....•.•.•.....•.......................•........... 
Vernon ..................•....••..•............................... 
yorkton .••.....•...............•..............•....•............ 

276,788 
237.642 
218.709 
171,168 •.........•. 681 

!-..,..,.,...,= 
243,717 Total Stores ............................ _._. _ •.•. _ ............... 21,475.135 

Total Profits on 6 atores ............................................ _......... 237,330 
Totallo88e8 on 5 stores................. .............. ............ 243,717 

Total Net Loss on operatioll8 of lllltores......... ............ 6,387 

11. The .argument in connection with this company is the same as for the 
two preceding companies. Here also a multiple retail corporation has stores in 
eleven of the leading centres of Western Canada which compete with the ordinary 
single unit merchant. Six out of the eleven earned profits in the year ended 
31st J I\lluary 1934, but the net result of the whole eleven stores was a loss. In 
paying income tax this loss was used to reduce the amount of taxable profits 
arising from other branches of the company's activities in Canada, such as the 
fur trade and lands department. Thus, although in centres where the stores 
operated at a profit they were keen competitors of other successful merchants 
who paid income tax on individual units, the profits earned by these six stores 
being offset in this manner resulted in the payment of no income tax. 

12. Chain Stares.-The chain stores are on a somewhat different basis from 
the department stores, but for the purposes of the analysis contained in this 
Annex, they offer a more simple problem. The chain store organizations operate 
distinct, separate, merchandising units in the form of retail stores, which operate 
in direct competition with the smaller local merchants. It is therefore reasonable 
to expect them to pay taxes on the same basis as do their immediate competitors. 
For the purposes of illustration, we will take the Dominion Stores, the Atlantic 
and Pacific Tea Co., and the Thrift Stores. 

The Dominion Stores in the year 1933 operated 513 unit outlets. Of these 
221 operated at a loss and 292 operated at a profit. The largest single share
holder of this chain is the Canada Packers, and it might further be noted that 
71 % of the shares are owned in the United States. 

The Profit and Loss account of this company shows net profits for the period 
of ten veaTS, after provision for income tax, of $4,195,000. This, however, is after 
deductinl! all losses, as stated above which in the year 1933 were experienced in 
221 stores. 

13. The Atlantic and Pacific Tea Company.-In the case of the Atlantic 
and Pacific, it is worthy of note that the Montreal division as a whole shows 
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losses and the Toronto division, as a whole, shows profits. There were 34 stores 
out of a total of 114 in the Montreal division that operated at a profit for the 
fiscal year 1934 and in the Toronto division there were 82 stores out of a total 
of 167 that showed a profit for the fiscal year, 1933. . 

The following tahle covers the record of this organization for six years: 

NUMBER OF STORES. SHOWING PROFIT AND LOSS 

Year 

Momraal Ditri.rimt-
1930 ..••••••••.••.••••....•••..•.••••••••••••••.•...••..•.............•..•.••• 
1931. ........................................................................ . 
1932 ......................................................................... . 
1~ ...................................................... : .................. . 
1934 ••.....•..•.........•••....•........................•.•...•..•..•••••..... 

Toronto Dimum-
1929 ..•..••••••••••••••••.•.••••••...••.•.•.••••••••..........•.•.•.•••••• 
1930 ••• , •••••••.•.....•..•..........•...•......••.....•...•.••••••••••.••• 
1931. •..•...••••..•.....•.........•...•.•.••••••••.•..•••.•••••.•.......•. 
1932 .•••••••••••••••••••••. ' •••....••..•••••••••••••...•..•••.•.•.•••••.•• 
11133 •••••.••••••••..••••••••.••••. , •••.•••••••••••••••••••••••••••••••••.. 

Showing 
Profit 

10 
34 
43 
33 
34 

1M 

43 
96 

117 
86 
82 

424 

Showing 
Lo .. 

128 
116 
100 
89 
80 

513 

63 .. 
41 
76 
85 

309 

It will he ohserved from this tahle that the stores showing losses, on the 
whole, exceed those showing a profit. There is no statement covering the indiv
idual operations of these units, but on Page 870 of the Commission's evidence is a 
table showing examples of store operating statements for the year ending Feb
ruary, 1934, which graphically illustrates how the stores with losses substantially 
wipe out the profits from the stores with gains. 

14. Thrift Store8.-Another illustration is ·the Thrift Stores. In this organ
ization in 1934, 33 stores..eut of 75 operated at a loss. 

While these illustrations in connection with chain stores, and other multiple 
operations, are most incomplete, owing to the fact that the statements of these 
organizations were usually composite statements not giving unit detail, never
theless, it must be abundantly clear that, where a great organization operates a 
large number of outlets, and for taxation purposes is permitted to wash out 
losses of unprofitable units, they have a decided advantage over competitors who 
are operating on an individual unit system. 

It is therefore recommended that the Income Tax Act and regulations should 
be so amended as to provide that corporations operating more than one unit 
should pay income tax on the earnings of each unit, and should not be per
mitted to deduct the losses of the unprofitable units. 

There are other multiple unit concerns that have been examined that should 
he cited: 

15. Cantteries.-In this case, the Canadian Canners is the largest multiple 
cannery organization. This concern has 80 canneries of which 42 were closed in 
the year 1933. In this case, the operating plants, 38 in number had to carry 
overhead, maintenance, upkeep and other carrying charges of the idle plants. 
This is another feature which constitutes an element of unfairness which ought 
to be corrected. 

In the case of the Associated Quality Canners; this company owns 12 plants 
of which 3 were operated in 1933. The same observations apply in this case as 
in the preceding paragrapi). 
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16. Packing PlantB.-Canada Packers is the largest packing organization in 
Canada, owning 12 plants of which 6 have been closed. The capital charges. 
overhead, maintenance, and upkeep of these closed plants are used as a charge 
~gam.t the profits of the operating plants, thus lessening the amount of taxable 
mcome. 

17. FlOUT Milling Companie8.-Many of the larger flour milling companies 
operate a number of plants in different parts of Canada. Each one of these 
units is a distinct operation and is competing directly with single unit companies 
in various parts of the country, yet where certain plants are unprofitable, the 
losses are deducted from the earnings of the more profitable units, again con
stituting an unfair type of competition with the single unit concern. 

PART 2.-THE PlUNCTPLE OF FAm MARKET VALUE Al'PLTED TO SALES TAX 

During the course of the Investigation much emphasis was placed upon 
price discrimination as between the large and the small distributor, as an 
important phase of the problem of distribution and one having widespread 
eflects upon the economic and social structure of the country. 

Price discrimination would seem, at first thought, to be only a problem as 
between two types of distributors. This, however, is not the case, as the evi
dence has shown that the ramifications of the practice are widespread and 
its resultant effects most destructive. In Chapter ~I of the Report there was 
ouWned the manner in which the pressure upon the mass' buyer for the large 
retail distributors has forced them to drive the hardest bargains they can with 
the manufacturer and to obtain from the latter the largest amounts possible in 
the form of quantity and volume discounts, rebates, advertising and other 
allowances. This unfair advantage sets in ·motion a chain of circumstances 
which, if followed to its ultimate conclusion, finally places the burden upon 
the State, in the following manner. The manufacturer must first of all reduce 
his profits. Then to meet the dictated prices, he cuts his costs, the most flexible 
of which is his labour cost. He is therefore forced to reduce wages. This cur
tailment must also take place in the plants of his competitors. This results in 
a general decrease of purchasing power all along the line, the ultimate effect 
of which is an increase in unemployment which finally results in mounting 
relief costs which the State must bear out of a decreasing revenue. 

In the second place, this unfair advantage obtained by the large dis
tributors over the smaller, independent dealer places the latter under a severe 
handicap and in many cases, he is unable to compete. 

In the third place, this practice of price discrimination has made possible, 
to a large extent, the rapid development of chain stores, mail order houses and 
chain department stores whose activities in the smaller cities and towns have 
set up a chain of circumstances similar to those outlined above a,!d havin~ ~he 
same final result. The independent merchant has been placed m a posItion 
where he finds it extremely difficult to compete; opportunities for the youth of 
Canada have been curtailed; the ability of local merchants and industry to pay 
taxes and contribute to the upkeep and the well-being of the towns and cities 
in Canada has largely disappeared, and as a result, many of these towns and 
cities are on the verge of bankruptcy and in default on their obligations. 

Finally but nowise the least, the sales tax revenue of the country has 
declined as' a result of this price discrimination. This will be discussed more 
fully below. . 

It is evident therefore, that this problem is a very complex one and IS 
one of the basic' causes of the lack of purchasing power and the widespread 
unemployment in Canada. In view of this, it is submitted bere that it could 
be overcome only by the adoption and application of some broad and well
recognized principle. 
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It is not denied by anyone that the mass buyer for the large corporation 
has beeo able to secure unusually advantageous discounts and allowances. 
These allowances are not made according to any recognized principle, but 
seem to reflect largely the power of the large buying corporation to impose 
its will upon the vendor of the merchandise. In our opinion, this is unfair and 
economically unsound. Granting one retail distributor a special price advantage 
over any other retailer, lnevitably leads to greater concentration and is con
ducive to monopoly. If such allowances are to be made at all, they should be 
based, as nearly as possiblo, upon some accepted principle. For instance, 
no quantity buyer should be entitled to a discount greater than the actual sav
ing in the cost of distribution based upon justifiable economic grounds; nor 
should the alleged higher credit standing of the large concern command an 
allowance greater than that which actuarial experience has demonstrated to be 

. warranted, namely, appproximately 1 per cent; the cost of selling in large quan
tities is admittedly somewhat less than the cost of selling in small quantities, 
but it is extremely doubtful if in any case this factor would warrant a greater 
discount than 2t per cent; in case of a cash payment which is commonly prac
tised by the large buyer, the experience over a long period of time would war
rant a discount equal to tha value of his money to the seller, and is accepted 
generally to amount to 1 to 2 per cent. 

It would therefore appear reasonable to say that in the ordinary run of 
commercial transactions, a maximum discount of 5 per cent might be con
sidered fair. In practice, however, it has been clearly shown that a great variety 
of discounts, vastly in excess of 5 per cent, are being allowed to the big corpora
tions, and further, that these allowances are not based upon any sound principle 
in economics. This was amply demonstrated in the scale of allowances in con
nection with the Rubber Tire Trade, the Rubber Footwear Trade, in the 
allowances by the Cannery Industry to favoured distributors, in the Furniture 
Trade, and in many other ;l!stances submitted in evidence. These allowances 
were of a variety of forms, such as, special prices, quantity discounts, advertising 
allowances, free goods, disphy allowances, etc., but ill effect all amounted to 
valuable discounts. 

It is apparent that the correction of this abuse is attended with consider
able difficulty" and in this annex we are suggesting a method whicb, we believe, 
will effectively and equitably meet the case. It must also be remembered that 
wherever excessive discounts lire allowed, the revenues of the country suffer. If 
a 30 per cent diseount (which is not uncommon) is allowed to a firm on a large 
quantity of goods, the sales tax ;s evaded to the extent that such discount is exces
sive and the extent to which there is a lessening of revenue, the burden upon 
other tax payers is accordingly increased. 

As indicated above, it was recognized that some broad and general prin
ciple ought to be applied. Such a principle, it is submitted here, is to be found 
in the Customs Tariff Act and in the Customs Act, set forth more fully in 
succeeding paragraphs. It might be termed "The Application of the Fair 
Market Value Principle," which has been, in one form or another, definitely 
recognized in the statute laws of the country since 1905. It appeared first in 
the Customs Tariff Act, Section 6. and later was incorporated in the Customs 
Act, Sections 35-37-38. It is proposed to adapt this principle to the Special 
War Revenue Act, Chapter 179, and it is submitted that if this principle is 
sound when applied to goods coming into Canada from outside countries, it is 
surely reasonable to apply the same principle to commercial transactions between 
persons within Canada and engaged in domestic trade. 

The following is a brief recital of the principle as it appears in the Customs 
Act, Chapter 42, and the Customs Tariff Act, Chapter 4.4. 
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The Customs Act 
The Customs Act, Chapter 42, Section 35, provides for the method of 

ascertaining the valuation for duty purposes on imported goods. 
Section 35, subsection 1, is as follows:-

"Whenever any duty ad valorem is imposed on any goods imported 
into Canada, the value for duty shall be the fair market value thereof, 
when sold for home consumption, in the principal markets of the country 
whence and at the time when the same were exported directly to Canada." 

Section 37 provides that in cases of difficulty in determining the fair market 
value of goods, the prices of which are published by the manufacturer or pro
ducer, the Governor-in-Council may determine a certain rate of discount which 
may be applied to such published price. 

Section 38 (1) provides that appraisers shall by all reasonable ways and 
means appraise the true and market value of goods in the principal markets of 
the country of origin, and the proper weights, measures and quantities, and the 
fair market value thereof. 

In section 6 of the Customs Tariff Act, Chapter 44, provision is made in 
case of under-valuation of imports as follows:-

(6) "In the case of articles exported to Canada of a class or kind 
made or produced in Canada, if the export or actual selling price to an 
importer in Canada is less than the fair market value of the same article 
when sold for home consumption in the usual and ordinary course in 
the country whence exported to Canada at the time of its exportation 
to Canada ................ there shall, in addition to the duties otherwise 
established, be levied, collected and paid on such article, on its importa
tion into Canada, a special or dumping duty, equal to the difference 
between the said selling price of the article for export, and the said fair 
market· value thereof or value for duty thereof; and such special or 
dumping duty shall be levied, collected and paid on such article, althougb 
it is not otherwise dutiable." 

It is now proposed to show that this principle may be adapted to the Sales 
Tax Provision of the Special War Revenue Act. 

In the Special War Revenues Act, Chapter 179, Section 85, the sale price 
for the purpose of calculating the amount of the sales tax is defined as being 
"the price before any amount payable in respect of the consumption or sales 
tax is added thereto". . . . . . . . . . . . . . .. "and in the case of imported goods the 
sale price shall be deemed to be the duty paid value thereof." "Duty paid 
value shall mean the value of the article as it would be determined for the 
purpose of calculating an ad valorem duty upon the same." 
Section 86 

(1) There shall be imposed, levied and collected a consumption or sales 
tax of six per cent on the sale price of all goods,-

(a) produced or manufactured in Canada payable by the producer or 
manufacturer at the time of the delivery of such goods to the pur
chaser thereof. 

(b) imported into Canada, payable by the importer or transferee who takes 
the goods out of bond for consumption at the time when the goods are 
imported or taken out of warehouse for consumption; or 

(e) sold by a licensed wholesaler, payable by the vendor at the time of 
delivery by him, and the said tax shall be computed on the duty paid 
value of goods imported or if the goods were manufactured or pro
duced in Canada, on the price for which the goods sold were purchased 
by the said licensed wholesaler and the said price shall include the 
amount of the excise duties on goods sold in bond. 
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It would seem that the machinery for fixing the sale prIce upon which the 
sales tax could be levied might very easily follow the general lines of the 
machinery for ascertaining the value for duty purposes of imported goods. 

The definition of sale price in the Special War Re\'enue Act should be 
amended so as to provide that the sale price upon which the tax shaIl be levied, 
!iliaIl foIlow the language of the Customs Act, and be so defined as to provide 
that the sales tax shall be levied upon the " fair market value" of such goods 
in the usual and ordinary commercial sense of the term and as sold in the 
ordinary course of trade. Provided that any discrimination by volume bonus, 
discount for cash, quantity, or advertising allowances or by any other purpose 
whatever shall not exceed in the aggregate, 5 per cent, or such other rate as 
shall be fixed by the Federal Trade and Industry Commission. Such discount, 
rebate, etc., shall not be allowed unless it has actually been aIlowed and 
d~ducted from the invoice by tbe vendor of the said goods. 

In order to prevent evasions by making allowances subsequently or at any 
time other than the. time of sale, or by paying such allowances back to the 
company as was done in one cbain store case and entered as special revenue, 
and in order to facilitate tbe work of the inspectors under the Special War 
Revenue Act, a new clause should be inserted in Part 13 of the Special War 
Revenue Act, following Section 90 for the following purpose:-

When goods are sold by a licensed manufacturer or licensed wholesaler or 
by a wholesaler or jobber not licensed under this Ant to a distributor to the 
public, the purchaser shall be furnished with a written invoice of the goods sold, 
which invoice shall clearly set forth the correct classification of the goods and 
any or all allowances, volume bonuses, quantity discount, discount for cash, or 
advertising allowance or discount of any type or kind or for any purpose what
ever. No discount or allowance of any kind whatsoever shall be made to a 
purchaser, other than that set forth in the invoice, and if such are subsequently 
discovered to have been made, it shall be considered an offence under the 
Act and subject to penalties set forth in Section 111 of this Act. Provided, 
however, that in no case shall the aggregate discrimination permitted, including 
all types or forms of allowance or discount exceed 5 per cent, or such other rate 
as may be fixed by the Federal Trade and Industry Commission. 

In order to ensure that the practice indicated in the preceding paragraphs 
is followed by the vendor of the goods, it would be necessary to add to the 
aforementioned sections a new subsection similar in its language and principle 
to section 6 of the Customs Tariff Act, somewhat as follows:-

If the actual sale price to any purchaser in Canada is less than the fair 
market value of the said article, as so defined, there shall, in addition to the 
sales tax otherwise established, be levied, "ollected and paid on such article, 
on its sale, a special sales tax equal to the difference between the said sale price 
of the said artide, and the said fair market value thereof as above provided. 

In making this proposal, it is recognized that certain difficulties may arise, 
such as a differential in discounts as applicable to different commodities, or in 
different circumstances. Such variations do not, it is felt, constitute insuperable 
difficulties, and can well be controlled by the Federal Trade and Industry Com
mission which it is proposed to set up. 

PART 3.-ExCESS PSOFITS TAX:. 
In the two preceding parts of this Annex, amendments have been suggested 

to existing laws, the adoption of which would, it is held, do much to eliminate 
unfair competitive practices. There still remains, however, the most difficult 
problem of all, that is, some effective method that will ensure a more equitable 
distribution of wealth in such manner as will increase the purchasing power 
of a larger proportion of the people. In the following paragraphs, a proposal 
is outlined, designed effectively to accomplish this end. 

97181-al 
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There are two ways in which this might be accomplished:-
(1) By strict and effective price contTol.-This is admittedly very difficult 

and, in our present complex economic 'system, doubtful as to its results. 
(2) The control of profits.~That is, the regulation or control of profits in 

excess of an allowed maximum, by taxation on a steeply graduated 
scale, and a distribution of the balance in a manner referred to below. 

It is held that the method indicated in number (1) would be extremely 
difficult to administer, highly controversial, and very doubtful on its effective 
results. The adoption of the method indicated in the second sub-paragraph 
abqve, namely, the control and regulation of profits, is therefore recommended. 

It is but a platitude to say here that all real wealth is created by the 
primary producer and added to by the labour of those in secondary industries. 
:While this ,,!ay seem to be a comlI!onplace,. it is something that apparently 
IS not reCOgnIzed by those who are VIrtually In control of the economic system 
of the times. .otherwise we would not witness the paradox in Canada of poverty 
among plenty; or a million and a quarter people on relief and a very large 
proportion of the remainder of our population receiving what is admittedly 
far below their just rights for the products of their labour, while at the same time, 
a considerable body of the population are enabled to make unusual, and in some 
instances, fabulous profits for a very meagre expenditure of energy or effort. It 
is felt, that, to a substantial degree" this disparity arises from an unequal dis
tribution of the ultimate value of the products of the primary producer. 

Throughout its inquiry, the Commission was constantly confronted with the 
fact that the producer-both the primary producer in agriculture and the 
industrial worker in the secondary industries-was compelled to accept the 
residue out of the consumer's dollar after distributing agencies and invested 
capital received their quotas which, to a substantial degree, were a fixed 
quantity. This, has been amply demonstrated elsewhere in this Report, par
ticularly in the Chapter dealing with primary producers. 

A difficult and almost paradoxical problem confronts all who desire to 
correct an inequitable situation such as indicated above. In this respect, while 
it is desirable to maintain some incentive that will spur men on to do their 
utmost, it is, at the same time, necessary to ensure a fair distribution of the 
profits of the joint effort of capital and labour expended in the production of 
goods. In the past, the profit motive has been one of the most effective in 
stimulating men to a maximum of effort, and, indeed will continue to be so in 
the future. However, the results of the profit motive have been very largely 
reserved for those who control capital while the worker or primary producer, 
as the case may be, has been allowed only that minimum which is left after 
the exaction of a maximum of profit. In times of stress, such as the present, 
it is obvious that the winnings of capital will be and are reduced, but the sad 
story with which this Commission has been confronted during the past year is 
that the winnings of agriculture and labour have been even more sharply reduced. 
On the other hand, in times of great prosperity. if labour is scarce. the workers 
may succeed in getting an increased wage and agriculture an increased price, 
but all the fine winnings or excess profits accrue to capital. 

It is. therefore, suggested that there should be enacted a law, not dis
similar in its character to the Excess Profits Ta." Act of the war period. but 
dissimilar in its motive.' The Excess Profits Tax Act of the war period was 
designed. on the one hand. to obtain increased revenue, but more particularly to 
allay public indignation at the exces..oive profits made by what were commonly 
known as war profiteers. and once the motive disappeared and public indigna
tion was allayed. then the need for the Act also vanished and it was repealed. 
This proposal, however. is founded on an entirelv different basis. It is intended 
as a method for a permanent and equitable distribution of the winnings of capital 
and labour liS applied to the economic activities of the Canadian people. 
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It i~ suggested that all profits of all corporations in excess of a datum quan
tity in each industry or commercial activity, shall be divided into three parts: 
one-third going to the state; one-third going to the employees or workers in the 
undertaking (not including executives); and one-third going to the company. 
There are three arguments for the adoption of this method which might be 
briefly stated as follows:-

(1) The one-third going to the state is believed to be a sound suggestion 
because, after all, it is the existence of the state that makes possible 
the productive elements which enables the company or individual to earn 
substantial returns on the investment of capital. There is present in 
every undertaking the element of the "Unearned gain, due to the com
posite demands of society as a whole. 

(2) Even the most prejudiced mind to-day cannot deny that the worker has 
. not received his just return for his labour. In the several years just past, 
he has been treated too much as a " cost item" in the industrial program, 
and we are coming, more and more, to realize that the worker is worthy 
of his hire. Therefore, it is suggested that where there are excess 
winnings, the worker should share in them and to the degree that he 
benefits from this additional profit, there will occur a wider distribution 
of purchasing power, resulting in a general stimulation of purchasing on 
a broad basis. 

(3) In allocating one-third of these excess winnings to the company, it is 
submitted that the incentive to put forth the best effort possible and 
the most economical system of management is maintained. 

This distribution of excess profits ought to occur only after the payment 
of all ordinary taxation and reasonable allowances for depreciation. In the 
past, there has, no doubt, been considerable abuse of the depreciation reserve 
account, and it is further suggested that the Federal Trade and Industries Com
miESion, as indicated in the Report, should be empowered and instructed to 
set up standards of depreciation allowance and reserve of a uniform and equit
able character. Obviously, each individual firm ought not to be allowed to fix 
its own standards. This ·is necessary just as much for the purposes of the 
suggestion in this part as well for income tax purposes. 

Finally, this proposal is not intended as a basis for revenue, but rather 
as an effective way to cOI)trol what is now admitted to be a maldistribution 
of wealth. 

07131-12-1 
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Canad. 

Board of Commerce (1919), 258, 259 
Combines Investigation Act, 259 

amendments recommended, 260, 261 
Can.d. Bread Compan,., 98 
Canada Packers, Ltd. 

in creamery and canning fields, 60 
position in meat packing industry, 59 

Canada P.ek ....... Ltd,-Con. 
wages 

comparison of, in meat packing industry, 
114 

Canadian Appraisal Company 
valuation of assets of Simpson, Root. Co. 

Ltd., 37 
Can.dian Cann .... Ltd. 

capitalization, 68 
contract with American Can Co" 70 

prines, 69 
remedial suggestions. for canning industry I 

158 
re-organization of, 37 

Canadian Celanese, Ltd. 
inerea.se in production and profits, 84 

Can.dian Cotto.... Ltd" 81 
Canadian Rubber Footwear Manufacturers 

Association 
discounts and rebates, 73, 74 
sales quotas, 75 

CIIIlIling Ind1Ultry 
carry-overs, 69 
contracts, canner-grower, 154, 155 
dockage, 155, 158, 167 
general condition of, 67, 68 
home-canning, 158, 157 
hours of labour, 114 
infringement of Minimum Wage Act, (Ont-

ario), 115 
positi'OD of primary producer, 153 
prices paid to producer. 1M 
tin-plate cartel, 72 
tomatoes, prices, selling, 153 
wage rates, 114, 115 

Cartels, 251 
Cattle 

see Live Stoek Industry 
Chain Stores 

drug 
hours of labour, 123 

effect on independent reta.iler. 214 
food 

hours of labour, 121, 122 
wages 

average hourly, 121 
growth,213 
labour conditions, 123, 124 
prices to consumer, 216, 217} 218 

compared with independent retailers, 217, 
218 

rate of growth, declining, 216, 215 
short weighing 

compared with independent retailers, 230, 
231 

store managers, 218, 219 
system of operation, 120, 121, 218, 219 
variety 

labour conditions, 122, 123 
effect of absence of Minimum Wage 

Laws on, 122 
wage rates, average, 122 

(1) See also IndeIJ 01 M'.ul" of EoridetlC8. 
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Chain Sto.....-con. 
voluntary, 213, 214 

eo.kshutt Plow. Ltd •• 50, 61 
Collective BargaiDiDg, 127 
CombinatioD 

benefits and disadvantages of, 47 
Combines Investigation ACI 

amendment. recommended, 260, 261 
federal control of· monopolies, 49 
state control, 259 

Competition 
deceptive packaging, 230 
fishing industry, 190 
" imperfect" 8 9 

de.6.nitio~ of: 5, 6 
in relation to ma. buying, 8 

live stock industry, 161 
milling industry, 93 
U simple" 

definition of, 5, 6 
unfair practices in the retail trade, 228-231 

condemned, 233 
Coneentration 

of economic power in retail distribution, 232 
COD80lidatioDB 

number of, (since 1900), 28 
objects of, 29, 30 
public financing, arising out of, 31 
results of (19<J0.30), 31, 33 

Consumer 
position in industry and trade, 284 

COuum ... • Co-operalive Movement, 219, 220 
Conoumer Staildards, 2U 
Containers 

difficulties of standardisation, 244 
use of nOD-atanda.rd mea, 245 

Contl'Ol 
Bocial, nature of, 248, 349 

CorporatioDl 
large, growth of Canadian, 20, 21, 22 
conclusions 1"'6, 26 
rate of. 24, 25. 26 

classified by industries, 25 
olassified by size, 26 
groups of companies with continuous ex

istence (1923-33), 24 
methods of control, 15, 16 

in 145 largest Canadian, 16, 17 
in 200 largest American, 18 

nature of growth, 13, 23 
shareholdinga of directors in, 17 

Cotton Manufaeturiul' 
general condition of, 81 

Coarlaaldo (Canada) Ltd •• 84 
increase in production and profit&, 84 

Department of Trade and Commeree 
activities in developing markets for Cana

dian fish, 181 
Department of Labour 

publicity and advertising advocated, 138 
Department Stores 

see also: Man Ba7fn •• 
compared with United Statea, 207, 210, 211, 

223 
concentration in few companies, 207 

Department Storee-Con. 
departmental expense charges, 208, 209 
department managers, 207, 208 
growth, 204, 205 
hours of labour, n9, 120 
improba.bility of future expansion, 207 
increasing costs, 209, 210, 211, 212 
increasing ma.rgins and costs of operation, 

211, 212 
ma.jl order, 205 
operating results. 209 
over-expansion, 207, 212 
sales, 202, 203. 206 
wage rates, average, 119, 120 

Directoralel 
inter-locking, condemned, 43 

Direeton 
holdings in company's securities, 43 

Dominion Companies Aet 
amendments of, 40-42 
see also: Summary of ReeoDIJDendatioDS, 

pages xviii-xxv 
Dominion Textile Company Ltd. 

sales, 82 
Domiuion Woollen and Worsteds Ltd., 82 
Drug Holding Compan,. . 

control of Tamblyn Ltd., 19 
Eaton, T. Company 

sales, 206, 207 
Employer's AnoeiatioDS 

proposed, 125 
EIploitatiOD 

definition of, 143 
Exports 

dependence of Canadian economy on, 10, 11 
expJUl.Sion, in interest of primary producer, 

144, 145 
live stock industry, 168 
M .... y-Harris Company, 63 
tobacco industry, 51 

Fair Wag .. and Eight HoUl' Da,. Act (1930) 
amendp1en·ts, 135, 136 
defects in, 136 

Federal Trade and Industry Colllllliaion 
see also: Summary of Recommendations, 

pages xviii-xxv 
recommended, 264-275 

functions, 265-275 
structure, 265 

Federal Trade CommiS8ioD 
state control, United States, 254-56 

Fertilber Industry 
delivered prices in, 76, 77 
general condition, 76" 

Fisheri.. Contl'Ol Board 
see also: SllDlmary of Reeommacladou, 

pages xviii-xxv 
proposal, 189 

Fishing Industry 
chain stores 

..... of fish, 189 
com:petition, cut-throat, 190 
consignment shipments, 190 
co-operative movement, 196 
culling and weighing, 189, 190 
dealers, 188, 189 
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Fishing Indostry-Con. 
distributing system, 187, 188 
dried and cured fish, 178, 179, ISO, 181 

production methods, 180 
Fisheries Control Board, recommended. 198, 

199 
fishermen 

earnings of, Nova Scotia, 184 
Quebec, 185 
homes and equipment. 185 
number of, 174 

fresh fish industry, 176, 177, 178 
general condition of, 173, 174, 175 
helTing and sardine industry, 181, 182 
lobster industry, 183 
pickled fish industry, 182, 183 
price spreads, 191, 192, 193, 194 
prices, low, 196 
retail marketing, 

substitution of varieties and quality, 191 
unsatisfactory conditiuDS of handling, 191 

omelt industry, 183, 184 
steam trawlers, 196 

Floor Milling Industry 
wages, average, 114 

Food and Drug Ad 
adulteration. 239 
standardintion of containers, 244 

Footwear 
leather 

investigation of 8 factories, 112, 113 
number of employees engaged in, 112 

Frost and Wood Company Ltd., 60 
Furniture Industry 

decrease in production and sales, 103 
general condition of. 102 
investigation of 26 factories. 113 
mass buying in, 103 
sell-regulation in, 104 

Guoline 
delivered prices, 77 

Government Control 
see state control 

Hop 
see: Live Stock Ind""try 

Roldin&' Company 
as method of control, 18, 19 
as method of consolidation, 29 

Roney Dew Company Ltd. 
example of use of non-voting stock, 20 

Hosiery Manwaeturing 
general condition of, 83 

Hudson's Bay Company Ltd., 204 
sales, 206 

Imperial Tohaeeo Company 
ea.mings, average annual, 11.5 
capitalization, 51, 62 
price mainteDllnce, 53 
prices, 149.' 150 

retail and to producer, 53. 54: 
profits, 61, 52 
sales volume 

methods of maintaining, 53 
Induell'lal Disputes Investigation Aet 

amendments, 136, 137 

Inflexibility 
in Canadian economy, 11, 12 

International Harvester Company of Can .. 
ada, Ltd. 

imports, 63 
Investment Dealer 

functions of, 27 
profits of, from refinancing, 36 

unreliable as protector of investor's in
terests, 38 

King and Rankin Ltd. 
home-canning, 156 

Knit Goods Manofaetnring 
general condition of, 84, 85 

Labour Conditions 
see also: Wages 
policies of chain store companies, 123. 124 
position of the wage-eamer, 105, 106, 107 
remedial suggestions, 105, 124. 125 
sweat shop practices, 108 

Labour Legislation 
amendments to present Dominion laws, 135, 

136 
amendments to present Provincial laws, 129 
Dominion 

reserva.tions and quaJifica.tions, 141 
effect on wage-ea.rner, 106, 107 
improved. labour law administration. 128 
inter-provincial co--operation, 140, 14:1 
nAtional uniformity. 139, 142 

methods of achievingJ 140 
Provincia.l, 134 
regul~tion of hours of labour, 133 

Labour Statistics, 137 
Lake of the Woods Milling Compan,., 90, 98 
Live SIOck. Boord, 172, 173 

see also: Summary of RecommendatioDlt 
pages xviii~xxv 

Live Slock. Industry 
beef, grading, 167 
cattle, grading, 166 
commission agents, 164, 165 
cutters and canners, 168 
decline of competition, 161 
direct shipments. 162, 163, 164 
export trade, 168 

bacon, 166, 169, 170, 171, 172 
cattle, 168 
freight rates, 172 
grading for export, 169, 170, 171 
United Kingdom, 171, 172 

general conditions of, 158, 159, 160 
hogs 

grading, 165, 166 
marketing, 166 

Unproved quality neceEa~, 181 
meat productB, retailing of, 167, 166 
position of producer. 159, 160 
priees, decline in, 159 
stockyards 

fees, 164 
sale through, recommended. 1M 

truckers, 165 
Lock.port Company Ltd., 193 
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Lon Leader., 228, 229 
bread,98 
meat, 58, 59 

Luneuburg Sea Produe .. Ltd., 193 
Macdonald, W. C. Ltd. 

profits, 51 
refusal to .sign ma.rketing &greement, 162 
wage rates, average, 116, 116 

Man Order Ho ..... 
wage rates, average 119, 120 

Manufacturers' DiseounbJ aDd Rebates, 224, 
226, 228 

advertising &llowancee, 227, 228 
Canadian Rubber Footwear Manufacturers' 

Assoc., 73, 74 
premiums, 226 
quantity discounts, 226 
trade discounts, 225 

Maple Led Milling Company, 98 
Maritime National Fish Corporation, 193 
Markeling 

machinery, improvement in, 145 
Man Buying 

bargaining, &dvantagea of, 220, 221 
department stores, 221, 222, 223 
effect on. independen,t retailer, 221, 224 
effect on labour, 107, lOS 
effect on manufacturers, 221 
price concessions, 224, 225 
price spreads, 222, 223 
under conditions of uimperfect" competi

tion, 8 
Massey·Harris Company 

exports, 63 
Meat and CRuned Foods Ad 

standardisation of containers, 244 
Meat Paclr.ing IndnslrT 

decline in sales and production since the de-
pression, 56 

general condition in, 54, 55 
investigation of 6 companies, 114-
monopo~ structure of, 65 
price discrimination" 58 

Memorandum of Re8erVatiOlU 
by Messrs. Boulanger, Factor, IIs1ey.276-287 

Merchandising 
large scale, development of, 201, 202 

Merger 
as method of consolidation, 28 

Milling IndDBIrT 
competition in, 93 
conversion costa, 90 
developmen,t of large-scaie milling, 86, B1 
excess capacity, 87, 88, 90 
flour exports, 88, 89 
government control, 96, 97 
II ~edging" and specu1ation~ 94 
pnce sprea.ds 

wheat. flour and bread. 92 
remedial measures from within industry 

advocsted by Preaident of Canadian Na
tional Millel'8' Assoc., 96, 96 

selling costs, 94 
Minimum Wap La ... 

amendments, 129-133 

Minimum. WaKe Law........con. 
employment records, 134 
inspectors, 129 
purpose of, 131 

Mining Companl .. 
exceptional treatment recommended, 45 

Minority Report 
by Mr. E. J. Young, ~7 

Monopoly 
definition of, 6 
development of, 48 49 
meat and meat pa;;Jili;g industry, 55 

Montreal Cottons, Ltd., 79 
National Reecnrery Adminielration 

stste control 
United States, 256-258 

National R.........h Council 
results of tes-ts made r6 consumer protec.

tion, 236, 237 
Natural Produe.. Markeling Act 

utilization to ensure fair price for farm 
produets, 147 

Needle Trades IndwlrT 
hours of labour, 111 
labour conditions. 111 
regulations. infringement of, 111 
status of the wage~eamer, 109 
wages, rates, 1l~1l2 

Non-Voling Stock 
as method of control, 20 

Ogilvie Flour Mills, Ltd., 98 
Ontario Grower Markel Council 

remedial suggestions T. fruit and vegetable 
growers. 157 

Over-Capitalisation, 43 
see also: Summary of Recommendations, 

page xviii-xxv 
associated with incorporation of companies, 

38 
Pardoe, AYeI'D and COmpaDT 

control of Canadian Canners Limited, 37 
Price DUcrimioation, 7, 8 
Priee Fixing, 7, 145, 146 

agricultural implement industry. 62 
as remedial measure for primary producer. 

144 . 
milk prices, 146 
rubber footwear industry. 48. 75 

Price Spreads 
department stores, 222-223 
fishing industry. 191-194 
milling industry 

wheat, Hour and bread, 92 
Priees 

as affected by "imperfect" competition. 89 
canning industry 

paid to growers, 153, 154 
Canadian Cannel'l, 69 
fertilizer industry, 76, 71 
fishing indusLry. 186 
gasoline, 77 
Imperial Tobacoo Company, 149, 150 

retail. 53, 54 
selling 

tomatoes, 153 
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Pricett-Con. 
tobacco industry, 149 

in Quebec, 151 
Primary Produeel' 

canning industry, 153 
exploitation 05, ,147 
exports, expansion of. 144, 145 
marketing machinery, 145 
position of, 143, 144 
price fixing, 144 
purchasing power, 146 

tobacco grower, 147 
Produ~tion 

large-scaJ.e, development of, 46 
Publie Ownership 

see: State CO~b'ol 
ReeommendatiollB 

see: StlIDDl.8I'Y of Reeommendationa, pages 
xviii-xxv 

RefinaDcina' OperatiollB 
conclusions re, 36 
earnings histories of 19 companies, 35, 36 
methods of, 32, 33 
more numerous during boom periods, M 
purpose of, 32, 33-

Rubber Footwear Industry 
general condition of, 72, 73 
price fixing, 48, 75 

Rubber Industry 
wages, average rates, 116 

Seeurities Board, 43 
see also: Summary of RecommendatioD8, 

pages xviii-XXV" 
proposed 

effect on security issues, 44, 45 
functions of~ 44, 45 

Security LSDes, 38 
see also: Summary of RecommendatioD8, 

pages xviii-xxv 
new, of large corporations, 23 
sold to public in refinancing operatioDS, 36 

Sell-Govern.m.ent 
in business, 261-263 

Shareholder 
protection of, 45 

Shol't Weighing, 243 
chain stores and independent retailers com

pared, 230, 231 
chain store managers 

allowances for shortages, 231 
Silk Manufaeturinlr 

general condition, 83 
wages, 83 

Simpson, Robt. Co. Lid. 
re-organizati'On, 36, 37 
sales, 206 

State Control 
Australia, 253 

plan for economic recovery, 253, 254 
Canada, 258-260 

Board of Commerce (1919), 258, 259 
Combines Investigation Act, 259 

amendment, 260, 261 
conclusions re, 264 
methods of, 249-252 

Stale Con_l-Con. 
public ownership, 251-252 
United Kingdom, 252, 253 
United States, 254-.'i8 

Federal Trade Commission, 254-56 
National Recovery Administration, 256-

258 
Swift Canadian Company 

comparison of wages in meat packing in
dustry, 114 

Synthetic Silk Manmaelul':ing 
general conditions, 84 

Tamblyn, Limited 
control of, 19 

Textile Industries 
general condition of, 78 
manufacturers' associations, 86 
tariffs" effect of~ 80 
wages, average rates, 11~119 

Thread and Conlage Ind ... try 
general condition of, 85 

Tire Indnetry 
general condition of, 75, 76 
private brands, 75, 76 

Tobaceo Indus..,. 
auction floor system, 148 
bond buying system, 148 
earnings, average annual, 115 
exploitation of growers, 147 
exports, 51 
flue-cured marketing agreement (1934), 152, 

153 
ftu~ured marketing (Ontario), 149-151 
general conditions in, 50 
grower organizations. 148 
prices, 149 

in Quebec, 151 
production, 147, 148 

Trade Associations, 138 
Trade Unions 

encouragement by government, 126, 127 
extent in Canads, 126-128 

Unfair Pl'actices 
see also: Summary of Recommendations, 

pages xviii~xxv 
adulteration, prevention of, 239, 240 
competition in retail trade, 228--231 
education of consumer, re, 235. 236 
effect on consumer, 234, 235 
marking and labelling, 24{), 241 
methods of consumer protection, 237 
result of ~Iimperfect" competition, 228-231 

condemned, 233 
United Kingdom 

state control, 252-253 
United State8 

state control, 254-258 
Federal Trade Commission, 254-256 
National Recovery Administration, 256-258 

Voline Tl'1l.8t 
as a method of control in corporations, 20 

Wabasso Colton Company, 81 
Wages 

agricultural implements industry, 116 
Associated Textiles of Canada., Ltd., 118 
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.Wages-Con. 
baking industry, 113, 114 
Bini, M. E. Co., 118 
Canada Packers, Ltd., 114 
C&llIling industry, 67-72 
ebain stores 

food, 121 
variety, 122 

department stores, 119, 120 
facton affecting 109 
flour milling industry, 114 
Imperial Tobaceo Company, 115 
Macdonald, W. C. Inc., 115, 116 
ma.il order hOUge8, 119, 120 
needle trod.. industry, 110-112 
rubber industry, 116 
silk manufacturing. 83 
Swift Canadian Company, 114 
textile industries, 116-119 

'Wage-Earner 
industries investigated, 108 

Weigh .. and M ........... 242-245 
Weich .. and M .......... Act 

amendments. 243 
infringement, 242 

'Western Canada Flo1ll' Mills, 98 
Whiltall Can Compan,.. Ltd. 

contract with Associated Quality Cannon, 
71 

Wholeoaler 
position of, 204 

Wood Gandy and Company 
remunera~on for servi~ excessive, 37 

Woollen Dlannfacnuinc 
general condition of, 82 

York Tradinc Co_.74 






