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Seeds in the work that they have done. | am
pleased, Mr. Chairman, to report the report that is
here before us today.

Let me further add that it is my intention after the
Opposition Members make their comment to have
the chairman make a brief comment, and as well Mr.
West make a brief comment as it relates to
McKenzie's.

Mr. Chairman: We thank the Honourable Minister
for those comments. Does the critic from the official
Opposition Party, the Honourable Member for
Brandon East, have an opening statement?

Mr. Leonard Evans (Brandon East): Not
necessarily, Mr. Chairman. We have a lot of specific
questions based on the consolidated financial
statements of the company, but certainly share the
views expressed by the Minister. | think McKenzie
Seeds has anexcsllentstaff, adedicated, loyal staff.
If anything, loyalty is a term that is well-deserved for
the employees, management and staff of McKenzie
Seeds. It is like a big family operation, and the
people of Brandon and Manitoba should very well
be proud of the company. Having said that, | have
a number of specific questions, some specific
concerns which | would like to raise, which we will
during the normal course of the deliberations.

Mr. Chairman: | thank the Member for Brandon
East for those comments. Does the critic from the
Second Opposition Party, the Honourable Member
for Osborne, have an opening statement?

Mr. Reg Alcock (Osborne): Mr. Chairperson, any
time we see a financial statement that is improved
like this, | think we are all quite pleased, and given
that it has not been the trend with this particular
Minister, | am most anxious to hear the explanation
for it and will indeed join with the Member for
Brandon East in asking some questions. | think
overall we should be pleased with the performance
of this company, and | am interested in particular
in—I note from a very cursory glance at this that the
gross sales have not increased, but the bottom line
has improved. | would like to hear some detailed
explanation of how that has been achieved.

Mr. Chalrman: We thank the Honourable Member
for those remarks.

Mr. Downey: Before the Member arrived, | just want
to say | indicated that | was going to have the
chairman make a brief comment and the CEO, if that
is okay with committee Members, to the commiittee.

Mr. Dale Smeltz (Chalrperson of the Board, A. E.
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McKenzle Co. Ltd.): Mr. Chairman, the McKenzie
board was pleased with the company’s overall
performance during its 1989 fiscal year, and most
especially in its improved profit position.

McKenzie is an exciting company with which to?!
be associated. The company holds a very strong |
position in the Canadian marketplace through both ?
its consumer products division that markets its?
product through 12,000 Canadian retail stores, and *
also its direct marketing division, which is'
McFayden, that sells directly to the consumer
through spring and fall catalogues.

McKenzie's strategic plan calls for the company
to continue to look for new market opportunities in
both Canada and the United States for its direct
marketing division, once again McFayden. It further
calls for the company to improve its Canadian
market share in the consumer products area
through aggressive selling as well as through the
marketing of specialty seed packet lines.

To sum up, the McKenzie board of directors feels
that the company has an exciting future because of
its market position, its excellent management, and
most importantly, its wonderful group of extremely
capable employees. Thank you.

Mr. Ray West (Chlef Executive Officer, A. E.
McKenzie Co. Ltd.): In 1989, the company had a
profit of $416,000, which is an increase from the
1988 profit of $294,000, for a profit increase of
$121,000.00. Company sales actuallydecreasedin
1989 by $189,000.00. This decrease however was
expected because of the discontinuation of our
money-losing retail store division from which we
knowingly gave up over $1 million in annual sales.
Therefore, the other parts of the business which we
wish to develop actually had sales increases of over
$800,000.00.

* (1010)

Most of the sales increases were attributable to
the McKenzie packet seeds, approximately
$418,000, and McFayden Mail Order,
approximately $247,000.00. Both McKenzie and
McFayden sell on a national basis, and in 1989 over
86 percent of all company sales were to areas
outside of the Province of Manitoba. McKenzie has
an annual payroll of almost $4 million and has the
equivalent of approximately 160 full-time jobs.

The company is doing considerably better today
than it has in the past, but it is still not without
problems. The single largest problem facing the
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Mr. Downey: Mr. Chairman, as the Member for
Brandon East (Mr. Leonard Evans) knows, this is
the day for him to question my—

Mr. Leonard Evans: No, | meant—I really cut
myself short. Do you want to generate some more
questions on my part?

Mr. Downey: Mr. Chairman, if that is an indication
the Member is prepared to pass, | will say pass.

Mr. Leonard Evans: | just wondered, | thought the
Member for Osborne (Mr. Alcock) might have had a
question or two, and | do not know whether my
colleague from Swan River (Ms. Wowchuk) has a
question or not.

Mr. Alcock: The Member for Assiniboia (Mrs.
Mclintosh) says | must be stimulating or | cannot ask
a question, but the Member for Brandon East has
asked a number of the questions on the financial
statementsthat | think needed tobe asked. |dohave
a general question though, and | am not certain
which one of the two gentlemen who spoke first in
the opening statements made the comment
but—no, no unfortunately it was not, | said the two
gentlemen at the table.

Mr. Chalrman: Order, please.

Mr. Alcock: You asked for that one. The comment
was made, and it was a serious comment, that the
position of the company is stronger and that
profitability has improved, but ithad not improved to
the level that the company was comfortable with.
That obviously makes some sense as you are trying
to grow a company, hopefully you are always
looking for a better performance than you are
getting.

You also talk about a new program of trying to
expand into the United States and front-end cost of
that. Those are all logical and make sense if you are
going to suffer losses, particularly in the mail order
business. Your reference was losses atatime—and
you are also attempting to pay back funds to the
Government. At the same time you are undertaking
an expansion, and as nationally we are going into
both a recession and a serious drop in consumer
confidence which presumably will be reflected in
future sales. The only question | have is: | think we
should all be very pleased with the position of the
company and the work that has been done in the
past while. One would be a little frightened about
whatis coming, justin the sensethatif you are going
to incur some exceptional costs, do you have deep
enough pockets to handle it?
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Mr. Downey: | want to make it just a short
concluding comment after this question about the
general overallcomments made. | will letthe general
manager, the president, answer that comment. |
guess if | have learned something about the
company over the last couple of years, it is that
consumer buyer habits, as you get into what we
consider tougher economic times, sometimes tend
to buy from the company which we are talking about,
so you may say that it is an ill wind that does not
blow someone some good. That would be my
general comment, but | have no difficulty with the
president responding or any one of the Members.

Mr. Alcock: My question is by no means meant to
be critical or dig for some sort of nefarious problem.
Itis a query, given the many things the company is
trying to do at a time when the rest of the country is
feeling a little tentative.

Mr. West: Mr. Chairman, there was a time not too
many years ago thatthe executive committee would
have been concerned about our ability to do some
of these things, because as youputit “howdeep are
our pockets?” | can only tell you that we do not have
that concern anymore.

We have ventured into some situations, and as
we indicated earlier, we intended to not be
successful profit-wise the first year in that venture,
but we knew itwas not enough to put the company
into a serious kind of situation. The company andits
employees feel very good about the future for
McKenzie. | think we will be able to, as | indicated
earlier, impact the bottom line positively each and
every year we carry on, and that takes into
consideration theriskin growth situations and things
of that nature.

Mr. Alcock: | am interested in the Minister’s
comment about ill winds and presumably that
people would begin to grow more “victory” or some
garden by another name as a result of lower
purchasing power in the supermarkets. Was that
what you experienced in the '80-81 recession? Did
the company’s sales go up?

Mr. West: Mr. Chairman, | would only be guessing.
| do not think we were seriously hurt in that period
of time, but the records were such in those years
that we really did not have the kind of control on our
business that we should have had, and | cannot
positively state that was the case. | think today we
are in control of McKenzie's. There was a time that
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we were notin control, and in the early '80s thatwas
one of the situations.

Mr. Alcock: Just a final comment again out of
interest, reading the notes in the statement: Your
sales do go up significantly, given that you have
excluded $1.1 million in sales through the outlets
you operated directly. In this extraordinary item that
isreferenced here, they do talk aboutthe results that
you display here exclude the write-down of good
will. Did you assign yourself any value for good will?

Mr. West: Mr. Chairman, | think the good will was
written off in ‘88, and it is reflected in the statement
that the Member for Brandon East (Mr. Leonard
Evans) was referring to earlier. It was $60,000 which
was related to the retail store that we discontinued
in Edmonton.

Ms. Rosann Wowchuk (Swan Rlver): You have
talked about expanding markets, and | wanted to
ask a question on an insert into newspapers | have
seen quite often that you have in the Western
Producer and other newspapers, where you have
this circular promoting your products. Has this been
successful? Is it used to expand your mailing lists?
How successful has that been?

Mr. West: The one to which you refer is probably
one of the better ones that we use in Canada. Itis a
newspaper insert thatgoes into weekly newspapers
and things of that nature to the rural community, and
it has been very successful, and we do it. We also
insert the same type of material into magazines like
Harrowsmith and places like that, and that also is
very successful.

Ms. Wowchuk: Is it successful in sales or is it
successful in expanding the lists? Most of these
products are books that you are advertising quite
often, and you are selling a lot of books through
those advertisements?

Mr. West: Mr. Chairman, we do sell a lot of books,
but they are successful inasmuch as it is cost
effective in getting prospective new customers.
When we then mail those customers a second time
it becomes extremely cost effective, because the
reply rate on our catalogues, the second mailing is
significant. Without divulging the exact level, it is a
very, very good program for building our lists and
market or names of customers to whom we can
send our catalogues.

Mr.LeonardEvans:One question:Whatwould you
say has been the most significant financial
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arrangement or rearrangement between the
Government and the company inthe past 10 years?

(1120)

Mr. Downey: Probably the money that they
receivedto startwith,andthe mannerinwhichit has
been able to be managed to write it down and keep
the company goingandbeing solvent.

Mr. Leonard Evans: Because, as you recall in the
'70s, there was concern about insolvency in the
company. Mr. Banman was then the Minister. |
remember him making statements to that effect,
having big meetings in Brandon and so on. | would
say therefore that what the Minister is referring to is
whatwe talked about before, virtually an investment
of $12 million by the province, turning the debt into
share-equity shares. As | said, | thinkthatwas a wise
decision, and | am very pleased that the company
has shown the strength and the ability to pay back
as it has over the years.

| think it is a credit to the company and everyone
associated with it, the board, everyone. | believe
over the years particularly board members have
always given of their time and of their efforts and
dedication to making the company as successful as
possible, and it has not always been easy. It is a
very competitive world out there | would imagine,
from my brief little knowledge of it, where you are
always not only competing with the regional
companies, but you always have the foreign
companies who cancome in at any one time, some
pretty big boys from south of the border, who can
make life very difficult.

Itis a credit to this Crown corporation that it has
been successful in competing in a very competitive
situation. Again, | think a lot of people in Manitoba
do not realize that we are talking about the No. 1
national, the only national package seed company
inthe country. Mr. Chairman, | guess thatpretty well
winds up my questions.

Mr. Chalrman: There being no further questions,
the Minister has a closing statement | believe.

Mr. Downey: It will be very briefbecause | just want
to acknowledge the positive approach which
Members broughttothe committee this morningand
the capable way in which Mr. Robinson, Mr. West
and Mr. Smeltz have dealtwith the report, very open.

| say very seriously | look forward to the tabling of
the next annual report. It would be less than fair for
me to say today that there will be some
announcements very shortly of a positive nature








