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Time - 10:00 a.m. 

MS. DEPAPE: Committee will come to order. The 
first order of business for the Committee is to elect a 
new Chairman. Do I have any nominations? Mr. 
Evans. 

HON. LEONARD S. EVANS (Brandon East): I would 
nominate Mr. Scott, the MLA for lnkster, to be 
Chairman. 

MS. DEPAPE: Are there any further nominations? 
Seeing none, Mr. Scott, will you please take the 
Chair? 

MR. CHAIRMAN, Don Scott (lnkster): Gentlemen, 
the first order of business is the setting of a quorum. 
Tradition, I believe, six has been a quorum in the 
committee. There are eleven members on the commit­
tee. Six, therefore, is about 65 percent. Could I have a 
motion from the floor that the quorum be six? 

MR. GARY FILMON (Tuxedo): I move it. 

MR. CHAIRMAN: Seconder? 

MR. GERARD LECUYER (Radisson): I second it. 

MR. CHAIRMAN: All those in favour? (Agreed) The 
quorum is now six. 

A. E. MCKENZIE CO. L TO. 

MR. CHAIRMAN: This morning, on the agenda, is 
McKenzie Steele Briggs Limited. Maybe the Minister 
could make some introductory remarks. I call on the 
Minister of Community Services. 

MR. EVANS: lt is my pleasure to introduce to the 
committee Mr. Joseph Petrie, who is serving in the 
capacity of Acting Chairman of the Board this morn­
ing. Some of you may know Mr. Petrie. He is a long 
time resident in the province and he has worked in 
various phases of the wholesale business in Canada 
for many, many years. He comes to the company with 
many, many years of experience with Merchants 
Consolidated and in other major Canadian wholesale 
operations. 

· 

Also with him is Mr. Bill Moore, the President of the· 
Company, and Mr. Charles McEachern, Vice-President 
of Finance of McKenzie Steele Briggs. 

So, at this time, I would like to call on Mr. Petrie, 
Chairman of the Board, to provide a report to the 
committee on the operations of the company for the 
year ending October 30th, 1981. 

MR. JOSEPH PETRIE: Thank you, Mr. Minister. 
Mr. Chairman, the A. E. McKenzie Co. Ltd. ended its 

1981 fiscal year reporting a profit from operations of 
$113,118 after debt servicing charges of almost $2 
million. 

In November, 1980, the company disposed of its 
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Winnipeg properties. The loss of $45,616 on the dis­
posal of these assets is reflected in the 1981 financial 
statements. During the year 1981, sales increased by 
$2,632,604 over 1980, and in 1982 sales are again 
materializing favourably and are estimated to be $13.5 
million by year end. 

Continuing high interest rates make the cost of 
servicing the company's substantial debt an ever 
increasing burden. In fiscal year, 1981, interest 
charges paid to the company's bankers and to the 
Government of Manitoba amounted to $1,923,193, 
16.65 percent of gross revenue; an increase of $523,327 
over the previous year. Changes in the distribution 
system have allowed the company to increase its 
Brandon employment levels and to reduce distribu­
tion costs. Employment will peak at 275 employees in 
1982, with an annual payroll of approximately $3 mil­
lion. The company's share of the market continues to 
improve especially in the areas of direct marketing 
and packaged bulbs and root stocks. 

Mr. Chairman, the report. 

MR. CHAIRMAN: Thank you, Mr. Petrie. 
Members of the committee, we have a copy of the 

Financial Statements in front of us and I'm wondering 
how you would prefer to go through, whether you do 
it line by line, page by page? We don't have volumes, 
we won't be going volume by volume. 

MR. FILMON: Is it possible to have some general 
discussion on the company of various changes that 
may have taken place and some of that prior to look­
ing at the Financial Statements? 

MR. CHAIRMAN: I would say that is acceptable, yes. 
The Member for Tuxedo. 

MR. FILMON: Mr. Chairman, I wonder, will Mr. Petrie 
be answering on behalf of the company, or ... 

MR. EVANS: Yes. Mr. Petrie is the Acting Chairman 
of the Board. 

MR. FILM ON: Perhaps we could begin by just review­
ing who the members of the Board are then and what 
the structure is. You say Mr. Petrie is Acting Chair­
man. Is that because the the Chairman isn't here, or 
has one man been appointed, or? 

MR. EVANS: Yes, I can certainly answer that ques­
tion. The Chairman of the Board is George MacDo­
well, former head of the Economics Department at 
Brandon University. He's unfortunately unable to be 
with us today so Mr. Petrie, as I stated, is acting in his 
place. Besides Mr. MacDowell and Mr. Petrie, we also 
have on the Board, Dr. William Paton, who is a Profes­
sor of Botany at Brand on University; Mr. John Combs, 
a Brandon lawyer; Pamela Semchych, a Brandon 
housewife and considered a consumer representa­
tive; Miss Patricia Britton, also considered a consu­
mer representative; Mr. A. I. Cri stall, who is a Brandon 
businessman. In addition to these people, we have Mr. 
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Hugh Jones who is the Chairman of the Manitoba 
Development Corporation and Mrs. Kathleen Roberts, 
the daughter of the late Dr. A.E. McKenzie, who is the 
founder of the firm. I believe I've covered everybody. I 
think that is the total makeup of the Board. 

MR. FILMON: I wonder if the Minister could tell us 
who the former members of the Board were just for 
review purposes? 

MR. EVANS: I have a list somewhere. I don't know 
how complete it is. 

MR. FILMON: Sorry, could I just ask then, the Minis­
ter didn't mention Mr. Petrie. Does that mean that he's 
not a member of the Board? 

MR. EVANS: No, I mentioned Mr. Petrie. I said in 
addition to Mr. Petrie. 

The former members would be Mr. An drew C. Wil­
ton of Brandon, Mr. Craig Stewart, former Conserva­
tive M.P. for Minnedosa, Mr. Frank Collier, Mr. Henry 
Rempel, Mr. Keith Lewis, Mr. C. Christensen and Mr. 
Ed Mazer. 

Then of course, in addition to that would be Mrs. 
Roberts, Mr. Jones and Mr. Burns, who was executive 
assistant to the former Minister of Finance; Mr. 
Craig's executive assistant, Mr. Burns is on. So, Mr. 
Burns and Mr. Jones of MDC and Mrs. Kathleen 
Roberts also continues on the Board. 

MR. FILMON: In other words, this government has 
fired or replaced the former Board as part of its initial 
thrust towards the new approach to the operation of 
McKenzie Seeds, is that correct? 

MR. EVANS: Yes, as I've indicated, the vast majority 
has changed. 

MR. FILMON: I wonder, in view of the fact that the 
operation of the company appears to have had quite a 
remarkable turnaround in recent years and appears to 
have for the first time in long memory, despite high 
interest costs and a very high carrying cost for the 
debt load that the company has in place, the fixed 
debt load which was referred to in the Annual Report; 
despite all of those very serious concerns, concerns 
that are facing other businesses and, in fact, causing 
other businesses to have a turn for the worse; despite 
all of these adverse conditions, this company has had 
a remarkable positive turnaround. Why would the 
Minister fire the Board? lt seems rather strange to me 
that he has put on the Board, as nearly as I can tell, 
only two people who could be considered to be busi­
ness people or with some background in business, 
and has taken off a Board that was made up in major­
ity of people who were business people. They seem to 
have been successful in turning this company around, 
and the Minister has replaced them with what he says 
are consumers. 

Can I have some comment on that? 

MR. EVANS: I think it's high time in this province that 
we have more women representation on boards and 
commissions of the Government of Manitoba and we 
made a deliberate effort to add two women, who I 
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refer to as consumer representatives, just those two. 
Of the others on the Board, two are businessmen, one 
is a lawyer, the other person is in charge of a business 
development corporation, and the Chairman is an 
economist. 

Mr. Chairman, the fact is that the company has had 
a long record of change, a long record of restructur­
ing and so on. I would suggest that some of the suc­
cess goes back to decisions made many years ago. 

I am particularly concerned that we have a Board 
which is interested and concerned about the matter of 
refinancing and we're interested as a government to 
insure that this company is refinanced in a way that 
will enable it to remain a solid Manitoba company and 
continue its operation in the City of Brandon. 

I am pleased that this particular Board has, as its top 
priority, submitted a proposal for refinancing to the 
government. 

MR. FILMON: The Minister has touched on a number 
of things that I think need to be addressed. The first 
one that occurs to me is that if a company is able to 
meet all of its legitimate obligations including a debt 
service load of over $2 million and still operate profit­
ably, one has to then wonder what is the need for 
refinancing. lt seems to me that if the Minister is talk­
ing about removing the long-term debt load from the 
company and then instead, allowing that over $2 mil­
lion that was paid in interest cost to then become 
profit, what is then going to happen. This is kind of an 
artificial situation. If the company is meeting all of its 
obligations, why would you want to artificially take off 
the debt service cost and replace it so that it becomes 
a profit in the hands of this company? If it were a 
legitimate profit, that's fine, but if it's just taking off 
debt service and putting it onto the taxpayers' 
shoulders, it seems to me that I would have to ques­
tion that method of approach. 

Secondly, I have absolutely no objections to put­
ting women on boards. That was one of the things I 
was able to achieve in making a number of board and 
commission replacements in my term as a Minister. I 
think that the Minister ought to be concerned about 
the competence of people that he puts on and I am not 
suggesting by this that any of the people that he has 
put on the Board are incompetent. What I am suggest­
ing is that he can find women as well as men who have 
business expertise in this province. He can find 
women as well as men who can read a financial state­
ment and assist positively in marketing, business 
development and all of those things as members of 
the Board. If the only qualification that he has in 
placing these people on the Board is the fact that they 
are women, I think he's doing them a disservice, Mr. 
Chairman, and I think that if I were a woman, I would 
object to that kind of tokenism. 

lt seems to me that this Minister is taking a company 
which has through positive action business expertise 
on its Board, good strong business principles, turned 
itself around and the Minister is throwing it all out the 
window in the interests of putting some of his party 
faithful on boards, in tokenism and in all sorts of 
absolutely unacceptable moves as far as I'm con­
cerned. I suggest that this Minister is going to get in 
difficulty and is going to cause problems for the prov­
ince if we are going to turn around a company that 
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now has finally gotten some semblance of economic 
discipline, is able to achieve some positive things on 
behalf of itself and hopefully the people of Brandon, 
and is going to throw it all out the window just for pure 
partisan purposes. I object very strongly to it. 

MR. EVANS: Mr. Chairman, the women that we've 
placed on this Board are bright, dedicated and com­
petent and know how to read a financial statement. 
They are making a significant contribution as I am 
advised. The Board is as strong, if not stronger, than 
any Board that we have had in the past. 

I make no apologies for people who may be inclined 
to one political persuasion or another. I can assure 
you, if you look at the previous Board, you would find 
that 100 percent of them were supporting the Conser­
vative Party, if not openly, having been former 
members of parliament or other positions certainly in 
their connections. I don't fault them and I don't critic­
ize them for that. I never criticize the previous gov­
ernment in that respect. I think the most important 
thing is that you get people who are prepared to put 
their shoulder to the wheel and help the company. 

I believe that it is necessary for refinancing of the 
structure. I have not indicated the nature of the refi­
nancing, so a lot of the member's comments in that 
respect are not necessarily relevant. 

I am very pleased that over the years we have devel­
oped very good management. The company con­
tinues to have good management and continues to 
have a terrific future. I will do everything I can, and I 
look forward to the support of members of the com­
mittee and the Legislature, in ensuring that the com­
pany is financed in such a way that it is appropriate for 
today's business world, because there is no question 
in my mind that the financial structure is lopsided and 
it has been for years. lt is a matter of having a realistic 
financial structure. The exact nature of that refinanc­
ing has not been determined, so we can't debate that 
particular point. 

MR. FILMON: Mr. Chairman, I have no hesitation in 
accepting the fact that there is good management 
there; otherwise, the management wouldn't have car­
ried out the policy directives and the policies that 
were developed by the Board, but the management 
doesn't develop the policy. Just as Cabinet and the 
government develops the policy here and the civil 
servants carry it out, the Board has to take the respon­
sibility for developing policy, and it seems to me that 
regardless of the Minister's endorsation of his appoin­
tees, he hasn't indicated any particular amount or 
degree of business background. 

lt seems to me that when corporations are appoint­
ing boards that they are looking for people who can 
assist them in developing the policies that will make 
their corporations profitable. Those people, in gen­
eral, have some business expertise and acumen 
behind them and that helps them to be able to under­
stand the policy requirements of the corporations in 
order to make them profitable. We will see. The expe­
rience will show whether or not this Minister has made 
good moves in this regard, but I have grave concerns 
about replacing a Board that was almost entirely 
made up of successful business people from the 
Western Manitoba area with people whose major 
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commendation is the fact that they are either women 
or academics or members of the right party or con­
sumers. I don't think that particularly speaks favoura­
bly for the choices of appointment and I would like to 
put it on the record so that when and if we are looking 
at these moves years down the road, we'll ensure that 
the public is aware of just what this Minister's con­
cerns are with respect to the stability and the solid 
foundation that is needed for this business in Bran­
don to keep it there and to keep it as an employer in 
Brandon. 

lt's not just propping up from the government by 
removing its debt load and artifically making it look as 
though it is achieving something. lt is the ability to go 
out and compete in the marketplace and compete 
successfully with other strong, viable marketing 
organizations that will keep it in Brandon and keep it 
solid, not the kind of artificial sleight-of-hand that this 
Minister wants to practice with respect to the econom­
ics of this firm. 

MR. EVANS: Mr. Chairman, the member obviously 
doesn't know much about the history of the company 
or my involvement with this company over many a 
year. Mr. Chairman, the story is well told, back in 
1969, when we became government and I have candid 
documentation where the Conservative Government 
of the Day was either going to sell or liquidate the 
company. Thank goodness that the Schreyer admin­
istration was elected in '69 or we wouldn't even be 
here discussing this today. There would be no 
McKenzie seeds because the Government of the Day 
had hired a business consultant in Winnipeg, whose 
mandate was either to sell the company and if he 
couldn't sell it, to liquidate it. He did find a buyer, the 
Ferry-Morse Incorporated of the United States, who 
was prepared to buy it for $200,000 and would not 
keep it in Manitoba beyond two years. 

I say again, for the information of the member, that 
it was this government and this Minister who had 
some part in making sure that this company did exist 
in the City of Brandon and in the Province of Mani­
toba. I tell you again, we have a Board here who's 
dedicated to ensuring that this company grows; we 
have a Board here who's interested in refinancing, 
and I tell you the act of refinancing will be one of the 
most significant acts that a government can take to 
ensure that it stays in the City of Brand on. This Board 
is not interested in selling the company and it's not 
interested in partaking of certain moves that were 
taken by the previous government, which made efforts 
to sell it by advertising from coast to coast in national 
newspapers. Having once received a promise by the 
now Leader of the Opposition, in October of 1977, 
that a Tory government would not sell the company 
and then a year later proceed to advertise coast to 
coast in national newspapers that the company was 
for sale. 

This government will not sell the company. lt will 
maintain it in Brandon and one way to do it is to have a 
refinancing package. This Board, that we have 
appointed, has already moved in that respect and has 
submitted an application to us, or a proposal to us, for 
refinancing, and I'm sure that this will take place in the 
weeks and months ahead, and that we will, when we 
come back next year, have further progress that the 
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members can sit around and observe. 

MR. FILMON: Mr. Chairman. I thank the Minister for 
that history lesson and as usual history teaches us 
that we learn nothing from history. The fact of the 
matter is. regardless of the Minister's desire to try and 
cloud the issue by talking about who said what and 
when. the fact of the matter is that not only did our 
government not sell the business, not only did our 
government keep it in Brandon. but under our gov­
ernment the corporation has had a remarkable turna­
round and is now in the strongest possible position it 
can be. free of government interference. because it is 
viable and standing on its own two feet. That is the 
strongest assurance that the people of Brandon can 
possibly have that it'll stay there. 

The Minister says that under his government pre­
viously, under the Schreyer Government, they went to 
great lengths to keep McKenzie Seeds in Brandon 
and showed their commitment to McKenzie Seeds in 
that respect. I want to tell the Minister that it's one 
thing to keep it in Brandon at taxpayers' expense and 
it's another thing to keep it in Brandon because it's 
strong. viable and able to achieve what it ought to as a 
corporation; that is the difference between his 
approach and our approach, and I say that he's going 
to jeopardize it by what he's doing now. 

MR. EVANS: Mr. Chairman, again for the information 
of the honourable member, he can look back at the 
profit and loss statements over the years and you'll 
see that this isn't the first year that a profit has been 
made. There have been profits made in many years 
gone by. So, I don't accept his statement that sud­
denly, because they happen to have a particular 
board and they happen to be in office for a few years. 
that there was some magical turnaround. The fact is, 
over the years gone by. there were years of losses and 
there were years of profit. So I just don't accept many 
of the statements by the honourable member. 

MR. CHAIRMAN: Mr. Brown. 

MR. ARNOLD BROWN (Rhineland): Mr. Chairman, I 
was wondering, what is the interest rate that you're 
paying on your loan, wherever they're borrowing the 
money from. 

MR. PETRIE: I'm a little hard of hea-ring. Could you 
perhaps repeat that? 

MR. BROWN: Can Mr. Petrie tell us what the interest 
rate is that they're paying on the-I'm sure that they 
have various loans but can . . . 

MR. PETRIE: On a certain portion, we are paying 
prime and over a certain portion. I think it's a quarter 
over prime. 

MR. BROWN: So you are paying around 17 percent? 

MR. PETRIE: At the present time. yes. 

MR. BROWN: Where has most of your money 
been borrowed or where have you borrowed your 
money? You were mentioning the bank and a 
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number of places. 

MR. PETRIE: The Bank of Montreal and the Manitoba 
Government. 

MR. BROWN: I noticed on the - you have share­
holders listed in your Financial Statement on the 
page. Are there any shareholders other than the peo­
ple of Manitoba? 

MR. PETRIE: No, the Government of Manitoba is the 
shareholder. 

MR. BROWN: That's all of my questions. 

MR. CHAIRMAN: Mr. Johnston. 

MR. J. FRANK JOHNSTON (Sturgeon Creek): Mr. 
Chairman. I would like to ask the Minister regarding 
the change in the Board. Mr. Christensen, who is a 
good businessman and proven to be in Brandon area. 
is also the Industrial Commissioner for the City of 
Brandon. I would say that those two qualifications are 
such that he probably should have remained on the 
Board to have continuity with the City of Brandon in 
his position as Industrial Commissioner to be of assis­
tance to the Board in that capacity. 

Can the Minister tell us why he would take the 
Industrial Commissioner of Brandon off the Board of 
McKenzie Seed? 

MR. CHAIRMAN: Mr. Minister. 

MR. EVANS: Well, Mr. Chairman. if the member is 
aware, we have had many industrial commissioners 
over the past few years. I don't know - how many 
have we had -three in the last two years? You know, 
industrial commissioners come and industrial com­
missioners go. I think . . .  

MR. JOHNSTON: So do boards. 

MR. EVANS: Well, that's true. There is nothing magi­
cal about having an industrial commissioner on a 
board. 

MR. JOHNSTON: Well, Mr. Chairman, the Minister 
says there is nothing wrong with having the Industrial 
Commissioner on the Board and he expands on the 
fact that the commissioners come and go, but Mr. 
Christensen has had a good record in business and 
was on this Board while the company did have a 
turnaround in the past two or three years. So, having 
the three qualifications of being on a successful 
Board, being the Industrial Commissioner of Bran don 
and having a reputation as a good businessman and 
even number four. is the Industrial Commissioner of 
Brandon, would suggest that the continuity of his 
experience and the continuity that he would have with 
the Brandon Industrial Commission would be a benefit 
to the Board of McKenzie Seed. yet he is taken off the 
Board. 

MR. EVANS: Well. that is just a matter of opinion. 

MR. JOHNSTON: Mr. Chairman. is it a matter of opin-
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ion, Mr. Christensen's qualifications? I believe they're 
good. Does the Minister not think they are? 

MR. EVANS: As I indicated, we have had several 
industrial commissioners over the last few years. I do 
not wish to reflect adversely on Mr. Christensen or his 
experience or anything. it's not a matter of whether 
Mr. Christensen is good or bad. The fact is your gov­
ernment removed some fairly competent people. As a 
matter of fact, Mr. Joe Petrie here who is the Acting 
Chairman this morning and has had many years of 
experience in national merchandising companies and 
who made a significant contribution to the Board, 
previously was removed by your government. We saw 
fit to put him back on. He graciously consented to 
continue to serve again. 

Mr. Petrie is retired General Manager and senior 
Vice-President of Merchants Consolidated, Winnipeg. 
So I don't reject the notion that seems to be - the 
Member for Sturgeon Creek is trying to perpetuate 
here - and others may be trying to perpetuate that 
only they are concerned about putting experienced 
businessmen on the Board and they would never take 
an experienced businessman off. Mr. Petrie made a 
significant contribution before you and your wisdom 
chose to remove him. That is your privilege; it's our 
privilege to put him back on. 

MR. JOHNSTON: Mr. Chairman, I would inform the 
Minister that I have probably known Joe Petrie longer 
than he has. I would inform him that he is a neighbour; 
I would inform him that we curled at the same golf­
course; I would inform him that he's been a very good 
friend of mine for many years. I'm not questioning Mr. 
Petrie's ability, nor have I questioned other members 
of the Board that changed. I am questionning the 
removal of the Industrial Commissioner of Brandon 
which I think would be a good person to create conti­
nuity on that Board with the City of Brandon and that 
person has been a successful businessman and was 
on a successful Board. Don't bring Mr. Petrie in. As I 
said, I've known him longer than you have. I'm ques­
tioning one person. 

MR. EVANS: Well, Mr. Chairman, as I said, it's a mat­
ter of opinion. We made the decisions that we've made 
and I think we have an excellent cross section of the 
community. We have some excellent people and 
they're doing an excellent job. I have no problems 
about not having the Brandon Industrial Commis­
sioner on the Board. 

MR. CHAIRMAN: Mr. McKenzie. 

MR. J. WALLY McKENZIE (Roblin-Russell): Mr. 
Chairman, I was wondering if the Minister or Mr. 
Petrie can tell me how come the sales escalated to 
some $11.5 million, up almost $3 million from the year 
previous. 

MR. CHAIRMAN: Mr. Petrie. 

MR. PETRIE: A great deal of it is due to the inflation­
ary aspect. We had to increase our prices. 

MR. McKENZIE: So there is no basic marketing skills, 
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changes or anything of that kind? 

MR. PETRIE: Oh yes, we added many. If you will look 
in your brochure that you have there, you will see that 
we've gone into a variety of items such as spring and 
fall bulbs and that has made a contribution. In addi­
tion to that, the mail-order house has increased tre­
mendously over the past two years and the mail order 
in itself has made a significant contribution to the 
increase in sales and we are following through, Mr. 
McKenzie, on the basis of direct marketing with 
greater emphasis on that. 

MR. CHAIRMAN: Mr. Banman. 

MR. McKENZIE: One more question, Mr. Chairman, 
if I may. 

MR. CHAIRMAN: Sure, Mr. McKenzie. 

MR. MCKENZIE: 1 wonder can Mr. Petrie advise the 
committee of any changes, expansions, new devel­
opments that we can expect in the next two or three 
years? 

MR. CHAIRMAN: Mr. Petrie. 

MR. PETRIE: Mr. Chairman, could Mr. Moore answer 
that question? He would give it in much more detail 
than I. 

MR. CHAIRMAN: Mr. Moore. 

MR. MOORE: Mr. Chairman, in the next four or five 
months, the company is entering into a program 
where bulbs, for example, which were previously 
packaged in Europe and shipped in here will be pack­
aged locally and locally made cartons and locally 
made planters, that will be significant expansion for 
the company. Many years ago or five years ago, we 
were not in the bulb business at all. That business will 
be up to about $1 million by this fall and we would 
expect by doing the packaging ourselves, we will be 
able to reduce the cost to the consumer and increase 
to at least $2 million that segment of the business. 

We have done a study for overseas marketing of our 
product and find that it could be very favourable to 
market into the United Kingdom. However, nothing 
has been finalized in that area, but it is one area of 
growth that is open to us and that we have looked at 
very actively. 

MR. CHAIRMAN: Thank you, Mr. Moore. Mr. Ban man. 

MR. ROBERT (Bob) BANMAN: Thank you. I notice 
that the inventory has escalated by some $800,000, 
which is close to a 15 percent increase. The costing of 
the inventory, were the same procedures used this 
year as last year? 

MR. CHAIRMAN: Mr. Moore. 

MR. MOORE: Yes, Mr. Chairman. I can confirm that it 
is the same basis. However, the inventory was pre­
pared a little earlier than the previous year and of 
course we had some new items that were introduced 
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in this particular season, but doing our own shipping 
out of Brandon, we had an earlier buildup of inventory 
than we had in the past, but it is really the same basis 
as was used last year is used this year. 

MR. BAN MAN: So, the costing for return seeds and 
the costing of the new packaging is exactly the same 
as the year before? 

MR. MOORE: There is no value in that inventory 
whatsoever for any return seeds, they have all been 
written out. 

MR. BANMAN: I wonder if you could tell us the 
amount of extraordinary write-offs that were written 
off last year with respect to inventory? In other words, 
what was taken and written off to better reflect the 
market value of the inventory? 

MR. MOO RE: Mr. Chairman, I don't think it would be 
right to say that what was taken off the inventory was 
to better reflect the market value of the inventory, but 
rather for changes in accounting procedure that took 
place in the year prior. I think it was about $1.4 million 
or $1.5 million last year; that was to allow mainly for 
returns to be treated in a different manner than they 
had been previously. 

MR. BANMAN: Would Mr. Moore have a rough esti­
mate of what the inventory was, let's say, in 1979? We 
have the figures here for 1980 and 1979. Were they 
around $6 million? 

MR. MOORE: I think that would be a rough estimate, 
Mr. Chairman. I don't have the exact figure with me. 

MR. BANMAN: The new inventory figures, do they 
represent more inventory or basically the changing 
and the pricing of the packages? 

MR. MOORE: They have nothing to do with pricing of 
the packets, Mr. Chairman. What it has to do with is 
the inventory is in a more finished state than perhaps 
it was one year prior. 

MR. BAN MAN: The selling expenses, in particular to 
freight, what has happened with regards to the freight 
costs? 

MR. MOORE: Mr. Chairman, about a year or so ago, 
we did a study on the freight and distribution systems 
the company had and we have changed it, and while 
nothing has happened in these particular statements, 
a significant reduction will appear in the 1982 state­
ments on freight costs and distribution costs in total. 
There was no change in 1981 from the system used in 
1980. 

MR. BANMAN: Will that change occur basically 
because of the system that you are contemplating 
with regards to the handling of return products from 
areas such as Quebec, Ontario and Alberta? 

MR. MOORE: No, basically, Mr. Chairman, it will 
occur as a result of doing away with public warehous­
ing across the country and shipping direct in prela-
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belied shipments direct from Brandon, rather than 
going through a third party out there scattered across 
the country. 

MR. BANMAN: I would like to ask the Minister what 
he feels the grant or the monies that he feels that the 
government will be giving McKenzie Seeds so that, as 
he puts it, it will be on a sounder financial footing. 

MR. CHAIRMAN: Mr. Evans. 

MR. EVANS: I am not in a position to discuss this at 
this time because the matter is under review and a 
policy decision has not yet been made, so it's really 
premature for me to indicate amounts of money or the 
ways in which monies may be provided. 

MR. BANMAN: In light of the Minister's statements 
that the refinancing package was ready to go back in 
1977, what is keeping him from moving on this? 

MR. EVANS: Mr. Chairman, I don't recall saying that 
the refinancing package was ready to go in 1977. I 
said that we had said made certain legal arrange­
ments that had to be made prior to refinancing. These 
were made in 1977, legal arrangments involving the 
rights of Mrs. Kathleen Roberts and also the position 
of Brandon University as it related to this company. 

Just for the information of members, this company 
was virtually bequeathed to the Government of Mani­
toba by the late A. E. McKenzie and legislation which 
provided the legal basis of this was passed in 1945. 
There were requirements for involvement by both 
Mrs. Roberts, the daughter of Dr. McKenzie, and the 
Brandon University. We had to make adjustments, 
mutually acceptable arrangements, with them. These 
arrangements were made in 1977 to be followed by 
refinancing, but in the meantime, of course, we have 
got to look at the company today, in 1982, and see 
what is appropriate. This is what we are doing and, of 
course, when a decision is made, this information will 
be made public and can be debated. 

MR. BANMAN: Will the Minister be refinancing with 
expansion and diversification in mind? 

MR. EVANS: I would trust that the refinancing would 
enable the company to expand. 

MR. BAN MAN: In what area would they be expanding? 

MR. EVANS: The fact is that I would trust that it would 
have more flexibility. I would like to see, and maybe 
the management would like to comment on this, they 
are more close to the situation than I am, but I believe 
that there are opportunities for additional sales in 
catalogue sales. There may be some other diversifica­
tion. Maybe the management would like to comment 
on this. 

MR. CHAIRMAN: Mr. Moore. 

MR. MOORE: Mr. Chairman, I have already menti­
oned the opportunities for export marketing to, not 
only the United Kingdom, but to the Common Market. 
Being a bilingual country, it is very easy for us to 
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levelop into that market. There are also great oppor­
unities for the development of the catalogue market. 
\bout six years ago, the catalogue market for McKen­
:ie Seeds was somewhere around $65,000, $70,000.00. 
rhis year, it will be somewhere around $2.5 million 
md I think that is an area of expansion. We do not, for 
lxample, put a catalogue in the second official lan­
Juage and therefore, one-third of Canada's popula­
ion is automatically cut off as possible sales targets 
or our direct marketing area, so that is an area that we 
1ave some plans for in the future. 

IIIR. CHAIRMAN: Mr. Banman. 

IIIR. BAN MAN: I wonder if the Minister could tell us 
vhat he has done differently during his tenure as 
111inister of this company compared to what the pre­
•ious administration did? 

IIIR. CHAIRMAN: Mr. Evans. 

IIIR. EVANS: Mr. Chairman, that's a very general type 
>f question. I simply say that we've appointed a n.ew 
3oard and you could say that's not different because 
rou appointed a new Board as well. I think what is 
lifferent is that we have accepted from the company a 
•ery large detailed proposal, a set of proposals from 
he company and we are actively reviewing these 
>roposals. So, to that extent we are prepared to move 
>n refinancing which is, I believe, one of the major 
lifferences between what we've done thus far and 
vhat the member did in the past four years when he 
vas the Minister responsible. 

IIIR. BANMAN: So to date, other than changing the 
3oard, there hasn't been any change in any policy or 
my operating of the company, it's running exactly the 
;ame way it did previous to this Minister taking over? 

IIIR. EVANS: Mr. Chairman, I have always taken the 
•iew that the major position of the government is to 
msure: (a) the financial structure is sound; and (b) 
hat you have a dedicated board of directors who are 
>repared to work and provide leadership to the man­
tgement in the evolvement of the company. Beyond 
hat, I don't believe government should be involved in 
my way, shape or form with the management and 
letailed operating decisions. We never were in the 
>ast and this continues to be the case. 

I suppose the only major decision, but you can call 
t operating but I call it more structural, and that is the 
lecision to buy out Steele Briggs back in the early 70s 
vhich was a very significant decision, which gave the· 
:ompany a major position in the Canadian market 
md, in effect, was a defensive move at that time. 

So, apart from that type of decision or being 
nvolved in the selection of the board or ensuring that 
t good president is selected, beyond that, it's up to the 
nanagement of the board of the company to be 
nvolved in the day-to-day operations and not the 
1overnment. 

IIIR. BANMAN: The Minister mentioned Steele Briggs, 
vas he also involved in selling that company? 

IIIR. EVANS: Involving in selling Steele Briggs? 
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MR. BANMAN: Brett Young. 

MR. EVANS: In '75 we disposed of Brett Young. lt was 
a good deal as I recall, I don't remember all the details, 
but it was a good deal for us to purchase it and it was a 
good move for us to sell it at that time. The basic 
reason, as I recall and maybe the Chairman or the 
President might like to comment further if necessary, 
was that Brett Young was in the field seed business. lt 
was fine for Brett Young to be a subsidiary of McKen­
zie Steele Briggs as long as the management that 
Brett Young had stayed with it, but at some point the 
management wanted to retire and we felt that we 
didn't have the expertise within our management to 
continue the field seed business. So, it was sold at that 
time - Brett Young operations in the City of Win­
nipeg - and I believe generally, as I can recall, it 
seemed to be a very good deal for the company all 
around. 

MR. BAN MAN: Is this Minister saying he was involved 
in the sale of a Crown corporation, a part of an asset, 
that he sold a company that the people of Manitoba 
had a full ownership in. 

MR. EVANS: Mr. Chairman, that's public record. We 
reviewed this. I don't know where the Member for 
Steinbach or La Verendrye was at that time because 
this was discussed - he can look back at Hansard 
-discussed in detail several years ago. lt was a good 
move to purchase Brett Young when it was pur­
chased, and it was a good move to sell it as a subsi­
diary operation when it was sold. lt's a matter of public 
record and the details are there. 

MR. BANMAN: Mr. Chairman, we have something 
very interesting here. When a Conservative sells 
Morden Fine Foods, which is losing one-half a million 
dollars a year, it's a bad deal, it's a giveaway. When 
this Minister happens to sell a company like Brett 
Young, which made a lot of money for the province 
and then sold it, that's good business, Mr. Chairman. 
-(Interjection)- The member says it's ancient his­
tory. lt's exactly how convoluted sometimes the think­
ing of members opposite are. When it suits them they 
say it's a good deal, if it doesn't suit them, it doesn't. 
it's only the Tories that get rid of companies. But here 
we have a Minister who got rid of a company. lt's very 
interesting, Mr. Chairman. lt looked like it might be in 
some financial difficulty so they sold it, it was a good 
deal. 

Now, I'd like to ask the Minister if he could confirm 
that he was contemplating at looking at buyers for 
McKenzie Seed when he took over as Minister in the 
early '70s? 

MR. EVANS: Mr. Chairman, here we're going around 
the mulberry bush again. 

MR. BANMAN: No, we are not. 

MR. EVANS: Yes, we are. 

MR. BANMAN: You brought it up before, you 
started it. 
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MR. EVANS: Okay. In early 1970, shortly after I 
became Minister, we had still on staff a Mr. A. R. 
Swanson, business consultant, who was given a 
mandate by the Conservative Government of Waiter 
Weir to sell the company and at that time, shortly after 
I became Minister within the first few months, he had 
- I  didn't meet him immediately - but he did indicate 
that he was doing his job and that he had obtained a 
potential buyer. I think he had several that he had 
approached but Ferry-Morrse was the one that was 
ready to buy. 

The fact is that we subsequently hired another con­
sultant - I did as Minister - and we reviewed the 
company and we felt that even though it had lost 
money for several years under the previous Conserva­
tive Government and even though the Weir govern­
ment had decided, by Cabinet decision which is 
recorded in the Cabinet minutes, that they either sell it 
or liquidate it. After the review by the other economic 
consultant that we had it was decided that we would 
do our best to make a go of the company even though 
it had been in very serious financial straits for some 
years. At that point, I recall a very late discussion in 
Cabinet, I remember it was close to midnight when we 
made the decision based on this report, that we would 
not accept the recommendation of Mr. Swanson and 
we would not sell the company. 

Now, that is the major exercise, I think, that the 
member may be referring to. Over the years, subse­
quent to that, of course, many people approached the 
government and suggested that they may be inter­
ested in buying it. But that's not unusual, that's sort of 
a normal practice in business. 

But, Mr. Chairman, I reiterate, we did not in any 
way, shape or form - I. as the Member for Brandon 
and as Minister responsible for this company, always 
had the view that the way to ensure that this company 
would stay in the City of Brandon, the Province of 
Manitoba, would be for it to be maintained as a pub­
licly owned company. Therefore I always felt that it 
would be a mistake for us to sell the company. 

MR. BAN MAN: In light of the Minister's press release 
back on March 7th, 1980, where he indicates that, "At 
no time did I as the Minister responsible for McKenzie 
Seeds from 1970-77 solicit or cause to be solicited a 
potential buyer for McKenzie Seeds." The Minister is 
now saying that statement was false. He did, indeed, 
look at the possibility of selling the company. 

MR. EVANS: Mr. Chairman, as I explained, what we 
did look at was the proposal made to us by Mr. Swan­
son, who had been hired a year or two previously by 
the previous Conservative Government. He was a well 
paid consultant living in Winnipeg and he did submit 
that and we did look at that. Yes, we looked at that 
proposal to sell the company to Ferry-Morris made by 
Mr. Swanson, who was hired by the previous Conser­
vative Government. Yes, we did that. 

MR. BAN MAN: For the record, Mr. Chairman, I want 
to read from a memo on February 10th, 1970 where 
the now Minister writes to the then Deputy Minister 
and says, "During your absence a short while ago, I 
asked Mr. Roberts of the Food Products and Chemi­
cal Branch to investigate the possibility of a company 

8 

that might be interested in taking over McKenzie 
Seeds." 

Now, Mr. Chairman, what I am saying here, ten 
years later, the Minister says he never did cause or 
solicit a potential buyer for McKenzie Seeds. What 
happened when we were government, we were look­
ing at all avenues of trying to strengthen this company 
and one of the possibilities was to search out a buyer 
in the private sector, the same thing this Minister did a 
short ten years ago. 

Then, he comes up and starts yelling and scream­
ing and making all kinds of noise about what a terrible 
government this Conservative Government is because 
they are going to sell McKenzie Seeds, following 
almost precisely the same pattern that the Minister, 
when he was in charge of the company some ten 
years ago, did. What has happened, Mr. Chairman? 
We determined that the offers that we had from the 
different companies did not provide us with enough 
assurance to keep this company in Brandon and did 
not provide us with enough of a return to the people of 
Manitoba. So, what did we do? We kept the company. 
We put in a good Board; we strengthened the opera­
tion to a point where, even servicing the large debt 
load, they appear to have broken even this year and 
now we are at the position where it becomes very 
interesting, because you are looking at having gone 
through exactly the same type of a procedure when 
you were Minister. You went after the previous admin­
istration for doing all these terrible things, how we 
were hurting the company, and by the looks of it, Mr. 
Chairman, what we did is, we made the name of 
McKenzie Seeds and Steele Briggs even more popu­
lar in the eyes of the public because they are showing 
a black figure instead of a red figure this year. 

So, for this Minister to make all kinds of statements 
here today how he is going to refinance and all the 
beautiful, wonderful things he is going to do for this 
company, I say to you that this member has done a 
disservice to the people of Manitoba. He has even 
been involved in selling companies, we find out now. 
What a terrible thing to do! He even asked his staff to 
try and find a buyer for McKenzie Seeds and all the 
while the last two or three years, he has been churning 
out press releases, which he admits today are wrong, 
in an effort to try and discredit the previous 
administration. 

Here we have a statement which shows a black 
figure. The company is there. We hear the manager 
today saying that we are going to have record 
employment levels at this company. That is destroy­
ing this company? Mr. Chairman, I just have to say 
that, I guess, history will have to judge this 
Minister, but what he has done here, he has used 
crass politics to further his own ends and, I guess, to a 
large extent he managed to hoodwink a lot of the 
people, especially the people in Brandon because the 
results speak for themselves. He hasn't done the citi­
zens of Manitoba any favour in following this tactic 
and I suggest to you, he hasn't done the political 
process any favour because it makes everybody a 
little more skeptical about politicians, about what 
they say and what they really do, because he has 
contradicted himself again here today and it is an 
unfortunate I just can't accept some of the 
offensive remarks. 
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MR. EVANS: Mr. Chairman, unfortunately that have 
just been made by the Member for Steinbach. This 
matter has been thoroughly aired during the last elec­
tion in the City of Brandon and the people who are 
very knowledgeable about the history of this com­
pany and what had happened and what his leader had 
said on the platform, that in no way would a Conserva­
tive Government attempt to sell McKenzie Seeds. 
That was a solid commitment made by Sterling Lyon, 
the Leader of the Conservative Party. I submit, Mr. 
Chairman, that is something the people of Brandon 
found very distasteful and, very deservingly were very 
cynical of the Conservative Party locally and I think it 
in some ways contributed to the victory by the NDP in 
the Brandon West constituency. 

The fact is, Mr. Chairman, the member is deliber­
ately trying to misconstrue statements I have made. 
He is deliberately trying to twist the records. He is 
deliberately trying to equate a response to inquiries 
on my part with the breaking of a solemn promise 
made by the Leader of the Conservative Party on a 
public platform, reported in the public press, where 
they said in no way will a Conservative Government 
sell McKenzie Seeds and then, within a year, to adver­
tise coast to coast in national newspapers and to 
actively solicit buyers. Mr. Chairman, that is what I 
find cynical. This is what would cause people to be 
cynical about the political process and politicians, 
that type of an act. 

When I was elected, Mr. Chairman, I can say that I 
was that much of McKenzie Seeds in 1969, and I 
simply say that I am very proud of the fact that I have 
worked very hard for many a year on behalf of this 
company and I will continue to work on behalf of this 
company as long as I am a member of the Legislature, 
a member of the government. 

I recall, Mr. Chairman, not only did they advertise 
and received a number of buyers, which they then 
proceeded to reject, but then they proceeded subse­
quently to do business with Bohmer Box on a special 
deal after they had rejected the previous buyers. The 
facts are there and they are well documented. The 
facts are that the Conservative Party in a major way 
did not live up to its commitment in the 1977 election 
and I say they paid for it in the last election. 

Mr. Chairman, I make no apologies for my activities 
over the years. I have worked very hard on behalf of 
this company and I am very pleased that in the months 
ahead we will be further strengthening this company. 

MR. BANMAN: Mr. Chairman, I just reiterate. 
Nobody's twisting any statements here. The quotes 
that I have done are from a press release put out by the 
Minister. lt is not twisting any statements of his; it's a 
press release. He gets up and indicates that he is 
working on behalf of the company, Mr. Chairman. 
When you look at the statements and you look at what 
work has been done to try and straighten this com­
pany around, let me assure him that he hasn't been 
the only one that has been concerned about the com­
pany and that is the point I am trying to make here 
today. 

If we had not been working hard, moving along 
trying to make this company viable, he wouldn't be 
presenting this statement here today. He wouldn't be 
presenting it. We are hearing about record employ-
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ment levels. That was not any N DP Government that 
did that. They are very quick to blame the previous 
administration when something goes wrong, but this 
is not a NDP statement here. This statement that is 
being presented is for the year ending October 31st, 
1981, Mr. Chairman. So, all I'm saying to the Minister, 
is that he was not the only working for McKenzie 
Seeds. The previous Conservative Government in try­
ing to strengthen this operation in Brandon, I suggest 
to you, was committed to seeing this operation going 
and the proof is in the pudding. We are seeing a 
statement here today which reflects a better than 
break even position and that is not a statement put 
forward by the New Democratic Party. lt is no dra­
matic conversion. 

So, I am saying to the Minister very plainly that he 
tried to sell the company, tried to look for a buyer, he 
then decided that he would not sell the company 
because he could not attain the assurances that all the 
operations would stay in Brandon. The previous 
administration followed the same thing. We tried to 
deal with as many people as we could to see what 
would be in the best interests of the . company. lt 
turned out that we were not convinced that was the 
best route to go. We didn't receive the offers and 
assurances that we thought were in the best interests 
of the people of Brandon and the people of Manitoba, 
so we kept it, the same thing the previous Minister did. 
As a matter of fact, the previous Minister even sold 
part of the assets of the company - terrible, sold one 
company. 

So, I am saying to you this morning, Mr. Chairman, 
the record will show that the same procedures were 
followed almost identical to what the previous admin­
istration did. I am talking about the Schreyer adminis­
tration and what happened is that the Member for 
Brandon East very vocally has condemned the pre­
vious administration here for the terrible handling of 
McKenzie Seeds when, in fact, today he is sitting up 
there very proudly showing a statement in the black, 
October 31, 1981, on a statement on which he had no 
input at all. And we hear about record employment 
levels at McKenzie Seeds. So if that is destroying the 
company, Mr. Chairman, I guess what I have to say to 
you is that if increased profits and more employment 
is destroying a company, I want to be associated with 
that kind of destruction. 

MR. EVANS: Mr. Chairman, maybe the management 
could comment on this, but one of the reasons you are 
in the black this year is because there have been 
write-offs from previous years, so you had a book­
keeping change that enabled -(Interjection)- well, 
certainly. Well, okay, if you didn't make this book­
keeping change, you wouldn't show the figures that 
you have today. -(Interjection)- Well, Mr. Chair­
man, if you hadn't made these changes, you wouldn't 
look at the figures that you are looking at today. 

But, Mr. Chairman, I am not going to argue with the 
Member for La Verendrye. If he wants to pursue this 
twisted logic, go ahead, but I just reject the compari­
son of advertising coast to coast in newspapers the 
sale of this. company with the previous government 
having received offers and having to deal with a con­
sultant that was hired by the Weir government to sell 
the company. I am not going to continue to pursue 
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this because I just simply say it's totally twisted logic. 

MR. CHAIRMAN: Mr. Lecuyer. 

MR. LECUYER: I just, for the record as well, there is a 
distinct difference between investigating the advisa­
bility of what to do with the company and making a 
decision that we want to sell the company and 
announce for the sale of the company and then, of 
course, okay. They didn't sell it, but that's the differ­
ence still. 

But the other thing is, I haven't heard anybody cri­
ticize -I haven't heard the Minister so far destroy this 
company according to this Financial Statement. I 
have just heard the Member for La Verendrye say that, 
but I haven't heard the Minister say that. Why should 
he say that? 

MR. CHAIRMAN: Mr Banman. 

MR. BAN MAN: Just for the edification of the Member 
for Radisson, if he wants to go through the files of the 
Department of Industry and Commerce, he will find 
that his Minister here was involved in the pursuit of 
looking for a buyer and that's all I say. it's the same 
thing we did, Mr. Chairman, and that is the only point I 
am trying to make here. lt was a terrible thing when we 
did it, but when the NDP did it, it was okay. lt was 
acceptable. So that is ali i want to leave on the record. 
it's okay for the NDP to investigate the possible find­
ing of a buyer and okay to sell part of the assets of the 
company, but the minute a Conservative Government 
does it, it's wrong. So, Mr. Chairman, I think we have 
belaboured that point and I think that the record 
shows it very clearly. 

MR. CHAIRMAN: Mr. Ashton. 

MR. ASHTON: Originally, I wanted to ask a few tech­
nical questions, but the last tenure of the debate here 
has been to turn this whole thing into something of a 
political football and I have no intention of continuing 
this. I think the record shows that the management for 
McKenzie Seeds should be commanded for their 
financial management, for their marketing develop­
ment and I think the people at Brand on are justifiably 
proud of the record of McKenzie Seeds over the past 
few years. By the looks of things and looking at this 
Financial Statement, it appears that record is going to 
be even better in the future. 

My question was really in regards to one thing 
which has been partly touched on, but hasn't really 
been developed and that was in the marketing area. lt  
seems the company has made progress of course 
financially, but it seems there has been some particu­
larly major breakthroughs in terms of marketing. I was 
wondering if the management of McKenzie Seeds 
could perhaps elaborate on some of the present mar­
keting tools which were used, some of the present 
markets which are being tapped right now and some 
of the marketing tools which are going to be used to 
tap some of the additional markets which were out­
lined earlier, particularly the increase in the catalogue 
area and the export market. 

MR. CHAIRMAN: Mr. Petrie. 
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MR. PETRIE: Would he just repeat the last part of the 
question? 

MR. ASHTON: I am interested in your marketing 
activities and also your present market, geographi­
cally, in terms of . . .  

MR. PETRIE: Geographically, we sell from coast to 
coast. I should say from island to island. We have 
representation in Newfoundland. Other than that, it is 
all company representation from the Maritimes right 
to Vancouver Island. The marketing plans for man­
agement could lead perhaps to acquisitions in the 
future if the refinancing of the company comes into 
being. There are regional areas wherein regional 
brands have greater acceptance perhaps than 
McKenzie's, but they could be incorporated into the 
overal l  marketing plans of McKenzie Seeds. 

MR. ASHTON: At the present, what percentage of 
your sales is through catalogue? The figure was 
quoted, but I don't recall .  

MR. PETRIE: On the basis of the Budget for this year, 
it would be in the approximation of one-sixth. 

MR. ASHTON: And the remainder being . . .  

MR. PETRIE: The remainder would be on the bulbs. 
The bulk of the sales are on packaged seeds. 

MR. ASHTON: What procedures are you using to 
develop the catalogue market at present? I was intro­
duced to a few when I toured the plant in Brandon. I 
was wondering if you could perhaps outline for those 
members of the committee what those were and 
develop on it on direct mailing. 

MR. PETRIE: On direct mailing, they are actively 
engaged in getting representatives to be sales agents 
for them in areas where it is not profitable to put up 
stands and that is something that we are fol lowing 
through on. We have had a lot of inquiry from people 
who are interested in becoming direct agents. 

As Mr. Moore mentioned earlier on the direct mar­
keting, the French catalogue will give us the potential 
increase in our market of approximately 6 to 7 million 
people. That wouldn't be households, but it would be 
an area at one-third of the population as he said and 
that should increase our sales immeasureably. 

MR. ASHTON: I must say that I find the whole market 
development strategy of the company to be very 
interesting. lt certainly bodes well for the future pros­
pects of the company in terms of market development 
because there obviously are areas which have been 
untapped up to now which can now be tapped using 
these mechanisms. 

MR. CHAIRMAN: Mr. Johnston. 

MR. JOHNSTON: Mr. Chairman, the marketing pro­
gram on the catalogue sales seems to be directed or I 
take it to be directed to seeds. Am I correct? The 
expansion of your catalogue sales would be basically 
in seeds. Is that the expansion that they are going to? 
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MR. MOORE: Mr. Chairman, the expansion in the 
catalogue end would be about 50 percent seeds and 
50 percent other related horticultural items. That's 
what the breakdown of sales are about now on the 
catalogue. Our experience has been that new custo­
mers certainly purchase in the same proportions as 
those who we have already identified. 

MR. JOHNSTON: Mr. Petrie was saying in the areas 
where there is - it's either not profitable, or you don't 
have anybody for the displays, that you would look to 
agents handling the product, and that would be seeds 
as well. would it? 

MR. MOORE: That. Mr. Chairman. would be totally 
seeds. However, we really are developing two pro­
grams: one, where consumers can write in directly 
through the dealers in smaller towns for special varie­
ties. In addition to that. we are setting up a series of 
dealerships who would handle all the items in the 
catalogue and could order in bulk, say for 20 or 30 
customers, and in return get some form of commis­
sion for that. 

MR. JOHNSTON: From about page 63 in the 
McFayden Catalogue, well just about to the end, we're 
looking at a lot of products that are not seeds. We're 
looking at moisture meters, insecticides, strainers, 
wine-making equipment, dehydrators, American 
pressure canners: all of these particular items that are 
listed here; when you receive an order forth is item, do 
you move it off to the people that manufacture it and 
they mail it out. 

MR. MOORE: Mr. Chairman, we identified a long time 
ago that the people who buy seeds by mail are gener­
ally large gardeners and as such they are people who 
preserve the harvest in one form or another either by 
canning or freezing and so we started in a small way to 
develop lines of products that would allow them to 
take the garden right through the kitchen. That's what 
these product lines are. 

If an order comes in, we fill the order right out of our 
warehouse directly to the customer. We carry small 
stocks and as the year progresses we order in addi­
tional product depending on how many orders we are 
receiving throughout the season. This year I am 
pleased, Mr. Chairman, to tell the committee that the 
mail order has been more successful than ever in so 
much that our dollar orders are much, much higher 
and the number of orders that we're getting are much 
higher even though we just put out the same number 
of catalogues, 250,000, as we had in previous years. · 

MR. JOHNSTON: What I asked, Mr. Chairman. was:-
Does the company send the orders to the manufac­

turer or a wholesale to have them fill the order for 
them, but the manager has indicated that they carry a 
small stock, a small stock of all of these items? 

MR. MOORE: I think there are about two or three 
items in there, Mr. Chairman, that would be shipped 
direct from the manufacturer. One of the problems 
that you have to be careful about in shipping from the 
manufacturer is that you're turning around and identi­
fying your mailing list to people outside of the corn-
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pany. it's not our intention to d o  that; it's our intention 
to protect our mailing list which is the greatest asset 
that the Mail Order Division has. 

MR. JOHNSTON: Well, inventory today, at the inter­
est rates that we're speaking of, plus the fact you're 
now entering into a business and you have specified 
that you're protecting your mailing list. you can't pro­
tect it all that much and you can't stop people from 
shopping in other areas and I know that the mail order 
houses, you see it on television etc., is becoming 
popular today, but so popular that you're going to be 
in competition with some of the largest national com­
panies in the world and some of the largest wholesal­
ers in the world and people who are experienced in 
this business selling products with labels that people 
understand. 

I hope and I ask. is it the intentions to watch the 
inventory of this mail order business because it's one 
of the ones that can get you in financial trouble so fast 
you won't know whether you're coming or going? 

MR. MOORE: Mr. Chairman, the mail order business 
is actually a cash generating business to McKenzie's. 
lt generates cash long before we have to bring in the 
inventory in many, many cases. Many of these pro­
ducts are seasonal, such as all the bulbs and peren­
nial roots, fruit bushes and that type of thing, and 
people send their money in for those when they order 
seeds, say early in the season, yet they're not shipped 
until late in the season. If you were to do a cash flow 
for the mail order, you would find that in total it's a 
positive cash flow rather than a negative cash flow 
over the majority of the year. 

However, to be specific about the inventory of t hose 
items, some of those higher priced items, yes, we do 
watch the inventory very carefully. 

MR. JOHNSTON: What inventory would you be car­
rying at the present time, if you have a ball park figure 
of these things? You know, Mr. Chairman, I'm asking 
these questions because I see here items that can be 
purchased in the local Safeway Store; I see knives: I 
see kettles; scales: just about everything, and I get 
very concerned when I see McKenzie Seeds trying to 
take on the merchandising capability of some of these 
very, very large organizations. I have never disagreed 
in my life that McKenzie Seeds shouldn't diversify into 
different products: that was one of the things we were 
looking for when we were interested in finding a buyer 
for this business. The diversification would be great 
when you have a specific name brand line, which 
Bohmer Box had, that was already being sold in the 
market etc., to expand the capacity of McKenzie 
Seed. 

I have reservations and I only say caution on 
expanding McKenzie Seed into this type of a market 
against these type of merchandising people without 
having some very good plan of how the inventory is 
going to be handled because it will cost you a fortune. 
You know, the manager says that it expands into what 
the grower needs to do some canning. Well, I don't 
think a shredder, it's used for canning and it's found in 
every store where you would ever find a hardware; a 
meat tenderizer you can pick up anywhere; juicers are 
not hard to find; potato ricers. Could we just have a 
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ballpark figure of the size of inventory that is being 
carried with the interest rates they are today? 

MR. MOORE: A ballpark, Mr. Chairman, would be 
that at the end of the season we would probably have 
to carry through about $50,000 to $75,000 in inventory 
into the next season. However, we do have a Fall 
Catalogue that covers some of these items and while I 
would agree with the member of the committee, Mr. 
Chairman, that many of these items are available in 
other places, I would point out that if we don't sell in 
these particular items, believe me they are moved out 
and something else takes their place in the catalogue. 

If you see something here that's here for a second 
year, you can be sure that it sold well the previous 
year. I could give you an example; the juicer, and 
there are various juicers available; but the particular 
juicer that we have we sell somewhere in the region of 
$75,000 worth of those juicers in a year. Sausage 
making equipment, which comes out of Winnipeg, 
that sausage making equipment, those two pages, 
would sell somewhere around $100,000. 

I think it's fair to say that most of the items that are in 
the catalogue, while some are available elsewhere, 
most of them are not. 

MR. JOHNSTON: How often does the stock turn over 
during the year? Is it twice or three times or what? 

MR. MOORE: Well, Mr. Chairman, with an average 
inventory of about $150,000 in the mail order and we 
do sales of about $2.5 million. So the mail order turns 
over many many times which, of course, is quite dif­
ferent than the consignment packet seed business 
which is the other part of the company's operations. 

MR. JOHNSTON: This is the hardware side of the 
mail order I'm speaking of. You've got $150,000 in mail 
order inventory, I'm talking about the hardware side 
of the inventory. 

MR. MOORE: Mr. Chairman, the hardware would be 
about half of that. lt would be about $75,000 and the 
hardware sales are about half of the mail order sales. 
Hardware items are reordered just about every two or 
three weeks in the mail order business. 

MR. JOHNSTON: So that's $1.2 million of hardware? 

MR. MOORE: Approximately, yes. 

MR. CHAIRMAN: Mr. Banman have you got com­
ments on . . .  

MR. BANMAN: The Minister mentioned before that 
there had been some extraordinary write-offs last 
year which impacted on this year's statement causing 
it to end up in the black. If it hadn't been for the 
extraordinary write-offs, is the Minister saying the 
company would have suffered a loss? 

MR. CHAIRMAN: The Member for Brandon East. 

MR. EVANS: What was the question, Mr. Chairman? 

MR. BANMAN: The Minister referred to extraordi-
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nary write-offs, like the extraordinary write-offs last 
year, contributing to the profit picture this year. Is he 
saying that had there not been those extraordinary 
write-offs last year we would have showed a red figure 
this year? 

MR. EVANS: I don't want to mislead the committee 
and I'm not an accountant, but it was my impression 
that there were certain adjustments made last year 
and if those adjustments hadn't been made you 
wouldn't be able to show the black figures this year. 
I'm not pretending to be an expert where I'm not, but it 
was my impression that there were adjustments made 
in the accounts last year. I'm not criticizing that, I'm 
just saying that was a fact and I'm not saying it's a bad 
practice, but that was my impression that you had to 
do it at some point. lt was done last year and there was 
a huge loss shown on that account. I may be wrong, 
maybe the management could comment on that. 

MR. CHAIRMAN: Mr. Moore. 

MR. MOORE: No, Mr. Chairman, I don't believe that 
any of the financial accounting changes that took 
place either last year or the year before resulting large 
write-offs have any effect on this particular statement. 

MR. CHAIRMAN: Mr. Johnston. 

MR. JOHNSTON: Is the new Crown Investments 
Corporation going to have anything to do with the 
merchandizing and sales of the McKenzie Seeds or 
operation of McKenzie Seeds? 

MR. CHAIRMAN: The Minister. 

MR. EVANS: Perhaps the Minister of Crown Invest­
ments might like to comment, but my understanding 
is that the Crown Investments Department is primarily 
concerned with the financial structures of all Crown 
corporations and particularly their new capital 
requirements. it's not the intention of Crown invest­
ments to become directly involved in the manage­
ment of the corporations. 

MR. JOHNSTON: Mr. Chairman, if the Crown 
Investments of the Province of Manitoba sets up an 
export division, would that export division - and this 
hypothetical. but I have reason to believe that the 
Crown Investments may have an export division - be 
responsible for the export sales of McKenzie Seeds? 

MR. CHAIRMAN: Maybe I could ask Mr. Parasiuk to 
respond to that. 

MR. PARASIUK: Mr. Chairman, that is completely 
hypothetical. lt certainly isn't our intention to .set up 
any type of export corporation. I believe there is 
something called the Manitoba Trading Corporation 
that exists right now. There is a Federal Export Devel­
opment Corporation. Those are functional instru­
ments and there certainly is no intention on the part of 
the government to proceed in that direction. I guess 
we can have a hypothetical discussion. but I don't 
know where the honourable member got that idea. 
but if he did I'd like to just inform him factually that it's 



Tuesday, 27 April, 1 982 

not our intention to proceed in that direction. 

MR. JOHNSTON: Mr. Chairman, if I said "corpora­
tion" I didn't mean to. I meant division, the same word 
as the Minister used. I know of Manitrade. I know 
what's available at the present time which could be 
involved with the Crown Investments Corporation. 
My question really was, would that group that are set 
up at the present time under this division or that has 
been brought together under one group be responsi­
ble for the export sales of McKenzie Seeds? 

MR. PARASIUK: Very clearly, no. 

MR. CHAIRMAN: Are there any further questions or 
can we start going through the tax itself? 

Mr. Filmon. 

MR. FILMON: Just one further question, Mr. Chair­
man, if I may. I just wanted to ask what has been the 
length of time that the company has been publishing a 
catalogue of this nature? 

MR. CHAIRMAN: Mr. Moore. 

MR. MOORE: The first one that I've seen, Mr. Chair­
man, not necessarily exactly the same as that with 
hardware items, but certainly a catalogue that had 
some gardening aids and it goes back to 1906. 

MR. FILMON: Then, I guess, I have to ask why it's 
taken this long to decide to print it in French. lt would 
seem to me that you've got all your other things, all 
your packaging, your display stands, your advertising 
literature in French and English and I think you're 
aware that you're excluding one-third of your market 
by not publishing in French. Surely it's not that big an 
item or costly an item to have it all translated in 
French. Why has it taken until now? 

MR. MOORE: Mr. Chairman, I don't really think I can 
answer for people who were there before my time, but 
all I know is that, as the saying goes, like a preacher 
we can only preach according to our stipend and we 
have so much money in which to put to use the opera­
tions of the company. Up to this point, we have not 
been able to see fit to go to the expense of developing 
that particular market in Quebec. it's not solely the 
cost of developing the catalogue, but it's the cost of 
developing the packaging of the actual materials that 
you're selling. Under Quebec law, that must now all 
be in French. So, it is a complicated process and one 
which will be an investment for the company when it 
finally decides to make that move. 

MR. FILMON: What is the estimated investment? 

MR. MOO RE: I think that the estimate that I have from 
our staff is somewhere in the region of $180,000 on 
the catalogue alone and then on top of that would be 
working with manufacturers to have the product line 
acceptable to the laws of Quebec. In addition to that, 
other products would have to be sought out, such as 
the books that we have in there, of course, are all 
English and would not be acceptable in a French 
catalogue. I wouldn't want to give the impression that 
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we don't market in  Quebec. However, under Quebec 
law people must write and ask us for a catalogue 
rather than us being able to turn around and send 
them one automatically through the mails. 

MR. FILMON: My recollection is that from meetings 
of Consumer Affairs Ministers that particularly with 
respect to mail order solicitation Quebec laws are 
very restrictive and, in fact, I would say are designed 
to keep mail order houses out of Quebec, quite hon­
estly. So it isn't as the impression, I think, was earlier 
left that it was merely a matter of translation of a 
catalogue and that's why I was a little troubled by the 
suggestion that was what the company was going to 
do. You said it was $100,000 for the catalogue? Do 
you have a handle on what the additional costs are for 
all those other things that you are going to have to do. 

MR. MOORE: Mr. Chairman, in addition to changing 
the catalogue, you have to ensure that you have a staff 
that are ready and prepared and able to read the 
orders when they come in. You have to ensure that 
your computerized system is completely bilingual to 
handle the section of the catalogue that it looks after 
and that the packaging, instructions and all that type 
of thing are in the second language. 

MR. FILM ON: Do you have an estimate of total devel­
opment costs then on this market expansion? 

MR. MOORE: lt is strictly an estimate, Mr. Chairman, 
but I would estimate that to get the French market to 
the level that our present market is in direct mailing, it 
would be somewhere in the region of $.5 million. The 
French market, even though there are less people 
than the English speaking market, is a very, very 
strong gardening population. People in the grocery 
business know that the Quebec population, for 
example, buy far less canned goods than do the Eng­
lish speaking population in Canada and that's a good 
indication that they do harvest and store much of the 
products themselves. 

MR. FILMON: In fact, I think there are a number of 
other reasons why it's a strong market too. lt is more 
rural based; it doesn't have the predominance of 
major chains, for instance, in groceries and all of 
those things. it's much more of a small store, a small 
town, rural approach which would be very, very sus­
ceptible to direct-mail sales marketing and in fact, I 
can understand the company's reasons for wanting to 
go into that market despite the restrictions, as I say, 
that exist towards direct-mail marketing into Quebec. 

We talked about market share in the general terms 
that the company report indicated that market share 
continues to increase. What portion of the company's 
sales are outside of Canada at the moment? 

MR. MOORE: Nil, or virtually nil. There may be 
$1,000, $2,000.00. 

MR. FILMON: Is that because, say, the United States 
is already well served with this kind of product? 

MR. MOORE: Mr. Chairman, the United States is 
served mainly by primary producers of seed who are 
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also in the packet seed business. When you get into 
the catalogue business, it is quite hard to develop a 
catalogue business in through the United States 
because of the Department of Agriculture regulations 
which are different in each state and would require 
enormous procedural changes to be able to ship from 
that catalogue into the United States and the same 
with packet seeds. 

MR. FILMON: In terms of market share in Canada, 
what are the major provinces as far as sales go? Could 
you give us just a quick breakdown? 

MR. MOORE: Yes, Mr. Chairman, our sales are divided 
equally in three areas; one-third in Western Canada, 
one-third in Quebec and the Maritimes and one-third 
in Ontario. 

MR. FILMON: What does McKenzie's share consti­
tute in terms of the total market at the moment? 

MR. MOORE: In terms of the packet seeds sold 
through retail stores, we estimate we have some­
where around 80 percent of that particular market. 
When you get into the mail order business, I assume 
we have somewhere around 15 to 20 percent. The 
majors, such as Dominion Seed House and Stokes 
and Alberta Nurseries and people like that, hold the 
remainder. 

MR. FILMON: Thank you. Those are all the questions 
I have, Mr. Chairman. 

MR. CHAIRMAN: Mr. Banman. 

MR. BANMAN: Mr. Chairman, I would like to at this 
time thank Mr. Petrie for coming out and pinch hitting 
for the Chairman and I also would like to thank Mr. 
Moore and staff for providing us with the details. 

Since it is a primary company which deals with the 
Canadian market, I suggest to you that maybe one of 
the slogans that you could adopt at some time is 
"Growing with Canada." but I want to say it's our hope 
that the company will continue to show a black figure 
in the future and continue to employ people out there 
in Brandon. That's what the name of the game is and 
we wish both the Board of Directors and the staff 
there good luck in this coming season. 

MR. CHAIRMAN: Gentlemen, we have gone through 
it, I think, quite thoroughly. Rather than going page­
by-page, could I have a motion to adopt the report as 
enclosed? Pass? (Agreed) 

MR. CHAIRMAN: Committee rise. We will reconvene 
Thursday morning, April 29th, at 10 a. m. 
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