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CANADA PACKERS LIMITED

REPORT TO SHAREHOLDERS

The eighteenth year of Canada Packers Limited closed March
29th, 1945. :

It was the sixth war year. Both volume and result of operations
were determined largely by war conditions.

In each vear since the beginning of the war, dramatic increases
have been achieved in Live Stock and general Agricultural pro-
duction. These were reflected in corresponding increases in
volume of Packinghouse operations.

In the year under review the increase in volume continued, but
at a reduced pace.

The following table seis up, for the last pre-war year (ended
March 1939), — and for the war period, the record of Canada
Packers’ operations in terms of :—

A. Dollar Sales
B. Weight of product sold
C. Net Prefit
D. Profit as percentage of Sales
E. Profit per pound
TABLE NO. 1
A B C D E
Profit
* as Profit
Year Dollar Weight of Net % of per
Ended Sales Product Sold Profit Sales Pound

March 1939 $ 77,225,732 800,763,592 lbs. $1,238,736 1.6% 1/6¢

March 1940  88.205639 913,251,116 1,667,809 1.9 1/5
March 1941 110,291,839 1,091,263,352 1,555,028 1.4 1/7
March 1942 144,509,292 1,228,029,942 1,611,465 1.1 1/8
March 1943 169,141,671 1,328,616,840 1,611,418 .95  1/8
March 1944 206,155,938 1,582,932,568 1,687,587 .82  1/9
March 1945 228,398,111 1,698,326,055 1,824811 .80  1/9
INCREASE

1945 over 1939 196% 112% 4%

1945 over 1944 11% 7% 8%

e o o
WARTIME INVENTORY RESERVE

Following World War I, losses of the deflation period (1920-
21) wiped out the wartime profits of inost Canadian Packing

et s b e b e e ChA cawvnes srava dinen lheoan hod s lilmmntale dhas
COMIpaiiics. o0 oCVOIC WOIC Lol Uools tilar wiuitaciy wiv)ys

made necessary a widespread recrganization of the Industry.

By reason of inflation-control measures erected during Worlfi
War ii, it is hoped that post-war iosses wiii this {ime be much
less severe. Nevertheless, at some stage following the war, de-
flation losses seem inevitable. Prices of Live Stock products
have advanced to levels which,—it would seem,—can not be
permanently maintained.

This view is supported by the following table, which compares
present prices with those of 1939.
TABLE NC. 2

COMPARISON PRICES LIVE STOCK PRODUCTS
1945 AND 1939

Average Average
March March
1945 - 1939

Good Sicers, live, Toronto - - $11.54 $ 6.78
Hogs, B-1 dressed, Toronto - - 19.42* 12.25
Lambs, live, Toronto - - - 14.95 9.10
Chickens, Milk Fed A, Toronto - 8, L 2414
Eggs, “A” Large, Toronto - - .35 2115
Creamery Butter Toronto - - 431%* L 213
Cheese, f.o.b. factory, Ontario - 23 51

*Subsidies, Federal plus Provincial, included in 1945 prices—
Hogs — $1.62 per 100 lbs. Butter—8%c per Ib.
Cheese—3c per Ib.
[ J ® @

To meet the anticipated Inventory icsses, in each war year a
sum has been set aside as Wartime Inveutory Reserve. That
sum for the year under review was $581,000.60.

The total reserve set up during the war period has been:—

Year Ended

March 1940 4o - - - $ 579,000.00
Marchk 1941 TR, R e 380,000.00
March 1942 S e il 1,310,000.00
March 4943 - - ST i 650,000.00
March 1944 - - - - - 500,000.00
*March 1945 - - - - - 581,000.00
Total - - - - - - - $4,000,000.00

This total of four million dollars may be too much or too iitiie.
No one at present can tell. It is hoped it may prove too much,
in which case a portion of it will ultimatcly be transferred to
the Profit and Loss Account. That all of it might be needed
may be seen from the following facts:—

1. To convert this year’s Inventory (March
29, 1945) to the price basis of the last
pre-war year (March 30, 1939), a reserve
would be required of

2. In the deflation years following World
War 1,—(1920-21), the four companies
now comprising Canada Packers, made
a combined loss of - - - - - - $5500,000

Upon all the sums set aside as Wartime Inventory Reserve, full
Income Taxes have been paid, and except that they may be
needed to offset post-war Inventory losses, these sums might
properly be treated as profits.

Had this course been followed, and had no Inventory Reserve
been set up, Columns C, D, E in Table No. 1 would have ap-
peared as follows:—

$5,600,000

TABLE NO. 3
Profit as
; Percentage  Profit per
Year Ended Profit of Sales Pound
March 1939 $1,238,736 1.6% 1/6¢
March 1940 2,246,809 2.5 1/4
March "1941 1,935,028 1.8 1/6
March 1942 2,921,465 2.0 1/4
Marchi 1943 2,261,418 1.3 1/6
March 1944 2,187 587 1.1 1/7
March 194°% 2,405,811 1.1 1/7

DISTRIBUTION OF SALES DOLLAR

TABLE NO. 4
Out of each $1.00 of Sales in the respective years, the follow-
ing sums were paid:—

1045 1039
To Producers, chiefly for live stoiik - 82V4¢ 803s¢
To Employees (salaries, wages an ) ;
oy )bonus() T 4 3';
To Service Organizations - - - - glcy 252
To Suppliers - - - = = = = * Vs +
To Bondholders - - - = = - ~ 1—;— »
Taxes - - = = = = = = /) y
Total paid to persons other than 9854¢ 97 Ya¢
Shareholders - - - - - ) .5
Set aside for Depreciation - - - - 3% /8
99¢ 9834¢
Remainder—retained for the benefit of s
Shareholders - - - - - 1] ¢ 154
Set aside for Wartime Inventory Reserve Y4 —_
Remainder—Net Profit - - - - ;4¢ 1?.«
Paid to sharehoiders as dividends - - 3% 4
Balance retained as Working Capital for
extension and improvement "
of the business - - - - ¢ %¢

CAPITAL STRUCTURE

During the year, effect was given to the plan of sugdixfiding the
Shares, announced in the last Annual Report. The Capital struc-
ture of the Company is now as follows:—

Bonds N None

‘A’ Shares, carrying a cumulative
preferential dividend of
$1.50 per share - 400,000 shares

Amount of dividend - - - -  $600,000
‘B’ Shares, upon which is paid

a present dividend of

50c per share - - 800,000 shares

Amount of dividend - - - - $400,000
Total Dividend - - - - - - - $1000,000

WAR AND POST-WAR PLANT EXTENSION

During the war years, due to greatly increased volume, the
strain upon the physical equipment of the plants has been
severe. Plant extension has necessarily been held to a minimum,
but expenditure for upkeep has been much increased.

Sums charged to Fixed Capital during the war period are re-
vealed by the following:—
Fixed Assets (Balance Sheet 1945) - - §

23,720,750
Fixed Assets (Balance Sheet 1939) - - §$21

,636,385
Additions to Fixed Assets during war period $ 2,084,365

Plans have already been completed for a substantial programme
of plant replacement and extension in the post-war period. So
far as possible, construction will be delayed until a slackening
occurs in general industrial activity.

Following the close of the war in Europe, it is appropriate that
this Report should deal with two main subjects:— ’

1. A review of the performance of the Packing Industry
during the war period.

2. An estimate of the outlook for Live Stock in the post-
war years.

1. THE WARTIME RECORD OF THE PACKING INDUSTRY

The first, and paramount duty of the Industry was that it man-
age to process the greatly increased deliveries of Live Stock.
That this was not a simple matter, is evident from the follow-
lng‘co;;garison of inspected slaughterings for the years 1944
and 1939:— -

TABLE NO. 5
NUMBER})F ANIMALS PROCESSED, INSPECTED HOUSES
1944 1939 Increase
Hogs - - - 8766441 3,628,369 142%
Cattle - - - 1354104 872,574 55%
Sheep and Lambs 949,096 786,274 21%
Calves - - - 660,556 679,922 —3%
Increase in Total weight of meat produced 113%*

*Average warm dressed weight of animals killed:—

1944 1939
SRS R S R
Cattle - - - - < 5021 466.2
Sheep and Lambs - - - 435 42-3
Calves - - - - - 119.2 106.6

Authority: Meat Board, Ottawa,

Considering thai plant capacity in 1939 was j i

r n scal -
mately with then marketings, the task of coping vjlitch at%?smexr:
ormous increase in volume was a difficult one, :

Substantial extensions in plant were, of course, neces i
) I y ; sary;
:)hc‘ma_un the ha'ndlmg of the increased deliverias was Zc,hl;:\[u:g
y ‘adjustments’, especially by increase in numbers of personnel
and of shifts. Proof that the job was effectively done lies in th
fact that only in two short periods throughout the 5% vearf

was the flow of )
plants. W of Live Stock slowed up, due to congestion at the

Next to the obligation of Processing this great increase of

volume, was that of doing the job at a reasonable margiy of
profit.
In respect of profit, the facts are not available for 1, fotg)

Industry. Canada Packers is the largest single unit, and jis resy
pmb_.bl)y fairly indicate those of the Industry as a whoje, il

A comparison has already been given (Table No. 4) of the yeary
1939 and 1945. But 2 comparison of the six-year war period
with the six-year pre-war period gives a more complete picty,
This is presented in the following table, No. €. :

TABLE NO. 6

COMPARISON OF OPERATING RESIITS
6 pear pre-war period, 1934-1939 inclusive,
and 6 year war period, 1940-1945 inclusive

———
War Period Percen

Pre-war Period

1934 - 1939 1940 - 1945 Iner,
e -y . X ———
Average Sales a. $68,057,735 $157,783,748 1324
Average Profit before Taxes b. 1,696,369 : 1219
Average Taxes c. 379,985 in%
Average Net Profit (after
Taxes) d. 1,316,384 1,659,686 %4
Average Net Profit as per-
centage of Sales 1.9% 1.05%  decrease 43%

(d as to a)

In summary, therefore, the record is as follows:—

The essential job of processing increased deliveries of Live
Stock was accomplished without block, and without invoking
financial assistance from the Government.

Many war contracts involved large advances by the Government
for plant. And in most cases the contracts provided for a profit
(before taxes) of 5 per cent.

The profit of the Packing Industry (before taxes) was approxi.
mately 2.45 per cent.

Of this, 1.4 per cent was returned to the Govern_ment. as In.
come and Excess Profits Tax, leaving a net profit to the In
dustry of 1.05 per cent.

2. OUTLOOK FOR LIVE STOCK IN THE POST-WAR YEARS

The increase in Canadian Live Stock production was a vital
factor in the Allied war effort. Credit for this achievement be-
longs entirely to the Canadian Farmer. The Packing Indusiry
can ciaim no part of it. The Packer is simply the processing
element in the Live Stock Industry. His volume is determined
entirely by the numbers of Live Stock brought to market.

Cattle and Hog pepulations are now at levels much higher tha
those of any pre-war date. When war demand is over, the su-
plus will be such thai, uniess outiets can be mainiained muh
larger than those of the pre-war period, the increased produc
tion in itself mighi become a threat to the level of Live Stock

prices.

What, then, is the prospect for Live Stock prices in the post-
war years?

Concerning the period immediately ahead, there is no doubt
The outlet is assured. Great Britain has already contracted o
buy (at present prices) all the Beef and all the Pork product
which Canada can ship, up to the end of 1946.

As to the period 1947 forward, the problems of Cattle and
Hogs must be considered separately.

CATTLE

Catile production in Canada has always been limited by the fact
that production costs are higher than in Southern hemisphert
countries, especially Argentina, Brazil and Australasia. For th}s
reason, Canada has not, in the past, been able to compete b
the open Beef markets of the world. The chief open market I
been Great Britain.

However, though excluded from the open markets, Canada has
had a measure of preference in the chief protected market, vii
United States. To that country, until wartime controls diverted
the flow, Canada shipped about 200,000 Cattie yearly. And
her production of Cattle was regulated roughly to meet Can-
adian domestic requirements, plus the 200,000 head shipped ©
United States.

On July tst, 1942, for reasons of war expediency, an embirg?
was placed against this movement of Canadian Beef Cattle 0
United States. Thereafter, the flow of Canada’s surplus Bed
was to Great Britain. During 1944, shipments of Beef totalld
106,000,000 Ibs. And during 1945, it is expected shipmens
will be substantially heavier.

However, Great Britain cannot be counted upon as a permar
ent market for Canadian Beef. When world supplies catch ¥
with world demand, it seems certain Canada will again fi
herself unable to compete with Beef from Southern hemispher®
countries. It is hoped that Canada’s outlet to United Statezhbq)
that time will have been reopened, and possibly enlarged. i
outlet has always been, and will again be, of vital importance?
the Canadian Cattle Producer.

In the long run it may be necessary that Canada adjust h”.c'qfﬂc
population to the same principle as in the pre-war period:
that of meeting domestic requirements for Beef, plus 8™
shipments to United States.

But this does not mean returning to the numbers of 1939. 9;;‘[
adian requirements will be much heavier than in the P
years. Per capita consumption of Beef has advanced from ot
Ibs. in 1939'to 61.7 Ibs, in 1944. And if purchasing power P2
mitted, Canada’s Beef consumption could easily advance otof
Ibs. per capita. (In 1943 it actually reached 69.3 1b%.) Ouzluc
the war has come a new understanding of the nutritiona! e
of meats as a protective food, also a new concept of the u}r‘lpnm
ance to the nation of maintaining its chief asset, viz. the 1

of its citizens, at the highest possible level.

. i d.
An.enhgh:ened National policy should see to it that [{ltfrewf
perience of the ’30’s shall not be repeated, when gremls1 S
unsaleable food depressed ifs Agriculture, while at thecd The
time a large section of its population went undernouris ot; i
establishment of a high internal standard of nutrition ¥ ¢

itself be an important safeguard of the welfare of
Agriculture.

(Continued on Next Page)

#

§ outlet is necessary. The only other world product which Canada
B <2n produce in competition with all comers is Bacon.

A further fact is of almost equal importance. The maintenance

Would in itself become an invaluable aid to catile prices. For
Such a scale of Bacon exports, by reducing the quantities of

==

CANADA PACKERS LIMITED

REPORT TO SHAREHOLDERS
(Continued From Previous Page)

-
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As a Hog producer, Canada’s position is fundamentally different
from that in respect of 'Ca#ile. For Canada can produce Bacon
Hogs as cheaply as any other €ountry, and therefore can meet
all comers in the world markets. As in the case of Beef, the

chief open market is Great Britair.

The end of the war finds Canada the chief producer of Bacg

....... salon

type Hogs. In 1944, Canadian production was probably equal

to that of all other countries combined.

the past, 'C.anad:l's position on the British Bacon market ha
a subsidiary one. The leading position was held by Den

t Britair approximately double the quantity shipped b
, and received a price approximately 8 shillings per cw
-r than that paid for Canadian Bacon. )

The responsibility for this situation lay entirely with Canada.
Canadian Bacon was inferior in quality to Danish.
And Canadian shipments were irregular.

hree conditions are necessary if Canada, in the post-war
iod, is to retain first position on the British market.

t. Shipments must be in substantial quantity, — at
least 400,000,000 1bs. yearly.

2. These shipments must be in even weekly vol-
ume, — i.e. approximately 8,000,000 Ibs. per
week.

3. Above all, the Bacon must be at least equal in
quality to Bacon from any other source.

In the British Bacon market, the war has presented to Canada
an opportunity she never had before. When (in 1940) Danish
and other Continental shipments to Great Britain were cut off,
an appeal was made to the Canadian Farmer to fill this gap.
His response was such that Canadian exports were stepped up
from 186,000,000 Ibs. in 1939 to, —

19490 - - - - - - 344,000,000 Ibs.
iS4i = - = = = - 401,000,000 ibs.
1942 - - - . . ‘- 525000000 Ibs.
1643 - - - - - - 560,000,000 Ibs.
$OBg isialt Ll . 602 000.000 The
To-day, Canada stands first as the source of Bacon for the Bri-
h market,

But she can retain that position only upon the three conditions
mentioned above. And it is imperative that Canada ‘begin at
nce to put herself in a position to fulfil those conditions.

rtunately, she miay have the benefit of a period of grace. For
1 Bacon will probably not come to Great Britain for a
pericd of many months, as it will be urgently needed on the
Continent.

It is unfortunate that at this juncture deliveries of Hogs in Can-
ada are light. For the first seven months of 1945 (January to

July, inclusive), Hogs processed at inspected plants have
totalled B ESENREN W R L e 3,624,499
I'he corresponding number for 1944 was - - 5,648,956
A decrease- of T e N 2,024,457

or 35.8 per cent.

This decrease has been due chiefly to shortage of manpower on
the farms. That shortage is likely to be relieved within the next
four or five months. The breeding season for Hogs is now at
hand. Farmers can feel reasonably sure that by farrowing time
of Hogs bred now, the acute labour shortage will be past.

Canada cannot export 8 million pounds of Bacon weekly unless
breedings are stepped up at once. In Ontario and Quebec the
prospect for breedings is encouraging. For in these Provinces a
good feed crop seems assured.

However, the key area is the West. If Canada is to produce the
essential numbers of Hogs, most of them must come from the
Prairie Provinces. Unfortunately, the crop on the Prairies is not
encouraging. Certain areas will be short of feed.

It is important that those farmers who have feed should under-
stand the issues at stake. To hold first place on the British
Bacon market.is the key objective in Canadian agricultural
policy. A consideration of the basic facts makes this clear.

Canada produces, and must continue to produce, a large total
surplus of farm*products. That surplus must be sold abroad. It
follows, therefore, that the surplus should be converted into
those products in which Canada can compete in the open
markets of the world. Of these, the two chief products are
Wheat and Bacon. In respect of Wheat, Canada’s position 15
assured. She produces the highest grade Wheat and her cost of
Production is competitive.

However, if Canada’s agricultural surplus were produced most-
ly in the form of Wheat, world markets could not absorb it.
That became clear in 1929. Therefore, another large surplus

For the first time in her history, Canada holds first position in
the great open market for Bacon — viz. Great Britain. But
Canada cannot retain that position unless she contrives to ship
approximately 8 million pounds of Bacon weekly. If she suc-
Ceeds in holding first place as a Wheat exporter (which she
€an) and at the same time in retaining her present position in
the British Bacon market, Canada will have an assured outlel
for her total farm surplus.

e o o
These are the facts which make it so important to increase Hog

reedings during the coming months, — particularly in Western
nada.

of Bacon shipments at *he 8 million pound (weekly) level

"ork product avaflable in Canada, would thereby increase do-
'estic demand for Beef,

In the immediate pre-war period Denmark shipped to

S

In this report, it has alread i
5 » It y been pointed out th i
domestic demand is the chief prop ul)) Cattle prices ian'(‘lanl:::igal..

The Directors feel ihat referenc S in thi

irectors. hat e must be made in this Report to
l{hc' recent strike of Canada Packers’ employees. The pR(t:.port
goes 1o the printers in advance of the arbitration hearings.

lllFrcrore, comment must be confined to non-controversial as-
pects of the incident.

The ~1:il_;c‘ltc_g;}ll at Toronto on July 17th with a walkout of a
g.r{:up of the Cattle Killing Division. On one point there is no
ispute. lhxs\walkout was in contravention of the agreement
between the Company and the Union. Had the gricvance pio-
cedure been invoked at once, the point at issue would
‘ e avol X point at issue would have been
settled without difficulty.

!t huppened that the National Ofiicers of the Union were not
immediately available, and by reason of the delay, a secondary
point of controversy intervened. This secondary issue is to be
dealt with hy the Arbitration Tribunal, and cannot here be dis-
cussed. On this secondary. issue all the employees of the Com-
pany’s Toronto plants walked out. ’

l,u[er,’ employees at the Peterborough, Winnipeg, Edmonton,
and Vancouver plants declared sympathetic strikes. In each case
the sympathetic strike was called without any discussion as to
the right or wrong of the points at issue at Toronto. The dispute
was threatening to spread almost to the whole Packing Industry
of Canada when The Honourable Charles Daley, Minister of
Labour for Ontario, suggested a plan of arbitration to which
both the Union and Company agreed.

The Company concedes without reserve the right of employees
to be represented by the Union of their choice. Also, that an
obligation rests upon the Company to take all reasonable steps
towards co-operation with the Union. When difficulties arise,
which from time to time are ineviiable, the Company pledges
itself immediately to invoke the various steps of grievance pro-
cedure, and to implement promptly the decisions arrived at.
§uch action will not avoid a sudden flare-up, unless the Union
is also able and willing similarly to invcke the grievance pro-
cedure step by step, and to enforce upon its members the deci-
sions arrived at.

The fact that an incident, which should have been adjusted in
a half-hour, blew up into a strike which threatened to close
most of the packing plants in Canada, suggests that more clear-
cut safeguards should exist for quick and sure adjustment of dis-
putes. It is hoped the pending arbitration proceedings will result
in the adoption of such safeguards.

i he strike cost the Company approximately $300,000.00.

Loss of wages to employees was approximately $165,000.00.
e o o

The Company has continued its policy of distributing to em-

ployees of all ranks, a substantial portion of its profits.

The Bonus distributed for the year under review

was G RS Y ot UL b
Dividends to Shareholders were - - -

$1,060,000.00
$ 900,000.00

Total Bonuses distributed in the iast len years

have been ST ) e
Dividends to Shareholders in the same period

$6,168,000.00
$7,400,000,00

J. S. McLean,
President.
Toronto, August 10th, 1945.

Extra copies of this Report are available, and so long as they last
will be iled to any ri ing them. Address to Canada Packers
Limited, Toronto.

AND SHE INSISTS ON BUTTER!

e : 3 5T W ;
This is Baby. Baby Is a Siamese cat whc lives In Chicago. Baby
likes corn on the cob, preferably Golden Bantam, with lots of but-
ter. She sneers at milk and cream and fish, She loves fried chicken
or beet. Mice? Don’t be common.

NEW CHIEF OF GENERAL STAFF

Lieut-General Charles Foulkes, C.B., C.B.E, D.S.0., seated at his
desk ready to assume the duties of his new appointment as Chief
of the General Staff. Gen. Foulkes, who commanded the First Can-
adian Corps in Italy and Holland, succeeds Lieut-General J. C.

Two of the Soviet’s key commanders who fought Japs in Manchuria
and Korea long after Hirohito announced Japan’s surrender, are

pictured above. Marshal K. A. Meretskov, left, directed the First
Far Eastern Army in Korea. Marshal Rodion Malinovsky, right,
led the Russian Trans-Bailkal Army in a drive from Mongolia
toward the vital Manchurian war centres of Harbin and Mukden.

FRENCH LEADER REMEMBERS WAR DEAD

General Charles de Gaulle, Chief of the Provisional French Gov-
ernment, placed a wreath at the base of the National War Memo-
rial during a State visit to Ottawa last week. He was a guest of the
Governor General during his stay in Canada’s Capital.

DE GAULLE DECORATES CHIEF OF STAFF

Lieut.-General Charles Foulkes, CB., CBE., DSO., Chief of the Gen-
eral Staff, Canadian Army, was decorated with two of France's
highest awards, the Leglon of Honor and the Croix de Guerre with
Palm by General Charles de Gaulle, Chief of the Prqvisional
French Government at a ceremony at the French Embassy, Ottawa.
General Foulkes commanded the First Canadian Corps in Italy
and Holland.

Dr. Jose Giral, above, is premier
of the newly formed Spanish Re-
publican Government-in-Exile i f known di
Mexico City. Appointed by pro-

Murochle.

JOYFUL ACCLAIM greets
the hostess who serves de-
licious, stimulating Max-
well House Coffee. Avail-
able at your grocer’s in an
All Purpose Grind that

suits any type of coffee
maker,

SPANISH ASPIRANT

Lock out for Trouble
from Sluggish

KIDNEYS

Try the Original “Dutch Drops”
It is poisonous waste that your kidneys
should be filtering out of your blood that
may cause backache, dizzy -pelh..l:
cramps, restless, sleep-broken nights,
smarting and burning. For relief use the
remedy that has won the grateful thanks
of thousands for man
MEDAL Haarlem Oil &Dlulu.
This effective diuretic and kidney stimu-
lant Ill=ho :er'lununal and g&nuine Dutc‘:
Drops in ca y measured amounis
tasteless Capsules. It is one of the most
y ies for relieving
congested kidneys and irritated bladder.
It works -wihldv. he'ping the delicate
ne

vistonal sident DI, i filters oi yous kidneys to purify the blood.
e T S —— Be sure you get the original and genuine—

Barrlo, he replaces Dr. Juan packed in g:md-. {nsist_on_getting
: GOLD MEDAL Haarlem Oil Capsules.

L]

Negrin. ‘ 40c at your druggists.

.
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