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L -

: - zl:iity needed for success.
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There are many satisfactions to be derived from
owning or partly owning a small business. If a man is
the sole proprictor of a firm, he has, of course, the sat-
isfaction of ownership itself. The owner of a successfu]
business is usually respected in his community. Then
again, as his own employer and boss, the sole pro-
prietor plans the business, makes all the decisions,
takes all the profits, and bears all the losses. There isa
direct connection between his ability and energy on the
one hand and his material rewards on the other. The
sole proprietor does not have to wait for someone to
approve his plans, give him a more respensible posi-
tion, or raise his salary. The owner is responsible for
his own advancement 2:.d profits. If successtul, ke can
look forward to a comfortable income and a secure
place in the community, and can pass on his business
to his heirs.

We have been talking about the sole proprietor-
ship, or individually-owned business. What we have
said in the last paragraph has to be modified somewhat
in the case of parnershin or incorporated entity, In
these cases, the individual loses some of his independ-
ence through having to co-operaie with co-owners, His
success is no longer completely dependent upon his
own efforts. But most of the other satisfactions are still
there, even if modified somewhat.

So far, we have presented one side of the picture -
—the pleasant side. Now we rmust look at the respon-
sibilities which the small businessman, especially the
sole proprietor, must face. These are of three types.

Firstly, the owner has a responsibility to his cus-
tomers. He must scll them the types of goods or serv-
ices they want, at prices which micet those of his com-
petitors, and in a way which they find pleasant and
convenient. The businessman makes motey by servin
his customers. He must get to know their wants, tastes

i 1 h indi-
and personales Tl o0 T o4 patrons end
vidually, in such a W
aitrﬁcst ggfdloyncihe owner has a responsibility to h}s
cmplo;ce;. H’e must meet the payrolls cvi;";r/r‘ awseb;
~very two weeks, or every mon.th, as the c.asL 1 5" e
;{%r?nust establish and maintain an eﬁimfm worh:ng
orivanization. e must provic%e a equﬁ?ﬁ:m?%ztar:rselzz
health and safety, and s.z/orl:lng Co%d‘."““s us i
pleasant as possible. Failure t0 do Lh}% ie:sg-g --;‘ poor
co‘ordination, éivided IeSp0ﬂ51b1]f£y, o1c.ner21nl;, ?; la]:—
efficiency, all of which offend cusmmefs.in‘ Tot a ;;_

Thirdly, the owner has a'responsﬂifdty‘ f T::oéiea :?1‘
ment—Icderal, provincial and 10§al. Io i’;;l:]:re e ﬁ
and/or provincial £OVernments he is resp:’)nulu_v L;; ot;
payment of his personal income tax. He 1;7 a.fo T :; f,cy
sible to the Federal and/or proyzngial gov Ele’mfﬂL“I :
the collection of income tax decucpons a:nd. Ln,mJ ?._
ment insurance deductions from his eznploy:ﬂn »@c_e:.
ie may also be responsible for coilectmg and
federal sales and excise taxes, a‘ld provineial sa
To his provincial government he may
for the payment of ccrtain taxes or cl arges, such as
workmen’s compensation contributons. rie nju>t con

i

a1t e o
ply with provincial building codes, fire reguations, 2o
health and safety codes. To locai governmeni, ne IS
answerable for the observance of any local

ces for any licences he may requiz:c. .

The respoasibiltics of the T:fusmcssrr.[];n are’,%;‘;cz:;;:_:
and heavy. The successful bearing of tals burl'f-c,l},,m
responsibility, and hard work, mean thaxt‘ the.u'uy..“gz&
man must have personal qualifications of a high c'>r‘;_r.

Firstly, he must be a leader. He must havs 111}&;1-
tive, energy, and foresight. He must thrive on the pur-
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den of work and responsibility which he constantly
carties. He must have an interest in people, their tastes,
preferences, and reactions, and must learn to adapt
himself to them. Chiefly, he needs a bright, aggressive,
and hopeful outlook on life. He must be able to take
the bad breaks with tis.: good and learn to profit by
errors he makes.
Secondly, he must be a man of sound character,
The owner must meet the demands of his creditors
promptly. He must deal honestly with customers, and
fairly but firmly with his employees. If his business is
to grow, he must become known as 2 man of his word.
Although he will miss no opportunity to take advantage
of bargains and special offerings, he will never take
unfair advantage of a customer. Honesty and reliability
are as much part of his stock-in-trade as his inventory.
Finally, and most important of all, he should be a
man of experience. If not, he must know where to
obtain expert advice. Before he starts out he must know
. his business thoroughly. He must know the gualitics
and prices of merchandise which will sell, the dealers
from whom he can buy it, and the ferms on which they
will sell to him; the nature of his equipment; the skills
of his employees; the available sources of loans and the
rates of inierest on those loans; the regulations of gov-
ernment; the details of stocking, displaying, and selling;
" the costs which he must incur, and the minimum salcs
necessary to cover those costs; and the accounting pro-
cedures essential to his work. He must realize the com-
petition to be met. He must, at the same time, be able
to take an over-all view of his business instead of be-
coming involved in too many details. He will know
when to take risks and when to avoid them, when to

war

expand his busincss and when to contract, and when to

borrow to take advantage of discounts. The necessary
knowledge, ability, and judgment rarely are acquired

5

line of en-
'ﬁ'i[
cavour. ‘ ) .
e Therefore, before starting up 2 busmejs ofi 113%111;

n, you should work for some successful firm _
oW, Y S

tine of business you intend to enter. bishine
. If. for instance, you are planning onfes 2 ; t_,,'
, etai r for a variety
i G jork for a retailer, o ;
ot toevtg'o:wr work alone may not be suf-
or department store. ur work alol may i
;h"icni {raining. You may requiré night iclho?fl CO; a;e
in certain aspects of business. For examlé e;, i b} o
. re, ¥ uld take a night
ing f 5 nt store, you shoul g
selling for a departme ; et
«rchooal course in bookkeeping. Department stozZi Cq;t "
! i 1oy i ; S aspLlu
¢ their employees in various asf
have courses for th in va aspects of
rati £ you are working in a deparu
store operation. If yo 1 ] eat
store ylou should try to move around 10 acquiré €xps
t ) :
i ;1’0 in several departments. Working for 2 small ‘irn
e ; T A asiate Of WOTK
is somctimes even better as you Go a variety oi o1
and become better acquainted with the - :wl
o 3 o PEist] obtaineg
whoie. On the other hand, the trum,ng"waa q;uﬁ"
arger f is usua thorough insofar as spcia
larger ficms is usually more fnorough a
aspeets of the work are concerned. S
Similarly, if you intend to set up a sm:ut z{::n(:"
} staurant went Diocx
working shop, a bakery, restaurant, Cemeni oilx
WOr£ing 0P, 18 first become q‘.llt‘:’,
plant, or locker plant, you should first b2

familiar not only with the technica_l operations butﬁ ;Jiz
with the business practice. Tec’m}xcal' trn.:r}mghsuujoﬂg-
the operation of machine tools is given in th ? x‘:’m
tional training schools of the various p:TOsnni;s. I T:
should, however, learn the b'est methods through actual
experience in an established firm. o ) e

If you are going into parinership Wlf.hrcnu :)r m rq:
other men, it may be possible {o spccm.zz_? to 5.0“:
cxient. For cxample, if three men are pzm.i_!ler“smll:z
ritail store, one might keep the accounis and ru?L;:é
a second might supcrvise sales a_nd d1§play§3 ,anf‘I 1:\_
third handie purchasing and stocking. Thus, if You 100X

96263—2

hout previous experience in a similaz

cipeca
SUSILLEs

o e

oney
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jFr:-r‘.r:* to handiing accounting, vou should trv io
o the agcovniing u"‘pufl wnt of some estabj
-?Lc and learn its practices, If s you plan on handt
sates and displays, an execllent training i provided he
ot '1:_, a saies clerk in a department stors and t:sIrmc-
haudising courses which the store offers
T?mt ag 11 s
- Dul a general knowledge of the business i

esirable in case one of your partiers he-

Gomg into business for yourself is som nething
¢ii not only confers rowards and provides OPTOTii-

5, but 1 ortnldng -
» But 1s also an 71"\d\,;\£ll\.|1ig which ACQUTIBS 2Xpe-

. pital. Tt may involve considerable financial
s ot 2 9.‘_ ision to be taken lig tily. Carefully
our adility, parsenality and experience. Con.
lecal Chamber of Commerce, Board of
setter Business Bavean, baskers, trade sup-
who "cﬁlﬂr: Tt azl merchants association, cte,
usiness you heve in miad. Procced on thé

gk

——n D
caretu] caicurauon and sound advice, not on
o7 gues cr“s Weight the evidence carefully be-

rriving at a decision. Z’"cn stick to it
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In this chapter, we shall cousider the VaIlOJIS Ways
hyour Lusiness can be orgenized. You may
ided an this already. But at any rate, it Is well
o of the different types of organization which

Loy Wadinw

nd the characteristics of each. You ma<
sole owner of the business vourself,
ave decided to go Inito a parinership With

;
1

4 1 trare o

friends. But ars you aware, for e.camyiu,

P
(¥}
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many advantages your frm ceuld derive from

;O Dcr'zcﬂ as a private corporation? This would
gwroprisie I yod know several men who have
e capital 1o invest, but who do not want to be liable
for the debis of the firm, or who do not want to take
ctive part in its management. If you know of a
y large number of people who might be interested,
B c!a of whom has only a reiatively smail amount of
money to invest, the co—ore—ame is an appropriate
form of organization,
e shall procead to examine these varlous types
touether with the characteristic advantages and disad-
vanlages of cach.

H
Vo0

tie Individual Enierprise

The individual enterprise is one which is owned
by one person. It may be operated by him alone, or
with the aid of his immediate family, or with one or
more paid cmployees. But the basic point is that
there is only one person who is legally responsible for

e et 5 27 e s e s Tt st el
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he firm's debts and entitled to the frm’s profits, He

owns zall the assets, must meet all the liabilities, and
Is responsible for the conduct of every phase of the
enterprise—buying, seiling, manufacturing, advertis-
ing, accounting, personnel, and so on—even though
he may hire other people to take charge of some of
them. -

If you establish an individual enterprise, you will

njoy certain advantages. Your profits and the growth
of your business will depend upon your own ability and
“hard work. You will be “your own boss” but it does
net mean you can do exactly as you please, for you
must still satisfy your customers and abide by govern-
ment regulation. Your business will be easy to organize
and you can add to it as you see fit. The enterprise is
frece from many of the regulations with which the
corporation must comply. You will have to pay per-
sonal income tax, but you will be free from corporate
profits tax. -

At the same time, the individual enterprise has
certain natural disadvantages. The most important of
hese is the unlimited Hability of the owner. That is
o say, if your business becomes insolvent and is forced
into bankruptey, the law will make no distinction
between your business assets and your personal belong-
ings. Not only will your business assets be seized and
sold, but also your personal property, both what you
possess at the time of bankruptcy and all you may
acquire up until the time at which the bankruptcy is
discharged. Your liability, in other words, is not
limited to your business assets.

The liability of married men is limited to their
own personal property. Creditors cannot touch any
property that is listed in a wife’s name. For married
women in business, however, a word of caution. While
only their separate property is liable under the con-

s e

G
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tracts they make, their position in such respect is
quite special in the Provinces of Nova Scotia and
Quebec. In both provinces special legal procedures are
required to establish the exact natu_re.of 'the property
belonging to a wife. Unless such dlstvmcnon is r?%de,
the property of both husband_ and wx-fe can ‘gc taken
to satisfy creditors of the wife’s 'buS{ness enterprise.
In fact, any married person entering info business in
the Province of Quebec, whether man or wo?‘x_grz,
must go through legal procedures demgned to c‘staiansn
to what extent his or her property 1s separaie Irom
that of his or her spouse. If you are in either of
these situations, you should seek legal advice.

The individual enterprise has other disadvantagcs.
Its size is limited by the amount of the‘owner’s captal
plus whatever he can borrow from fricnds, relatives,
and lending institutions., This usually means that the
business will be small. But it will have to meet the
competition of older established firms which may he.we
greater resources, especially if they are partgerslups
or corporations. There are many ways In which this
small size can hamper vou. For example, wher} -Grder—
ing goods, you will not be in the same position to
get quantity discounts as will the larger buyer. Th.e
fact that you must supervise ail branc.he.s o.f the busi-
ness means that you cannot be a specialist in any one
branch. You are, therefore, at a disadvantage unless
you hire a number of experienced people, and, you
are not likely to be able to do this at first. You will
have to compete with firms wh‘ose_ §mployees h.ave
specialized in merchandising, advertising, accoux?txn‘g,
and so on, and who have acquired a greater skill in
handling these matters. o o

Finally, there is a lack-of continuity in the indi-
vidual enterprise. After your death, .the administrators
of your estate can carry on the business under letters




of administration, until the affairs of the estate are
settled and title is transferred to your heirs. How well
the estate will be administered in the meanwhile will
depend upon the administrators. If they are very
busy, or incompetent, the business may suffer.

if, as the proprietor of an individual enterprise,

i3]

add "and company” or similar words to your naine,
vou must file a declaration in accordance with the
lavs of the province in which you will conduct your
s. The place of filing is usually the local county

<

in a partnership, at least two people pool their
resources and abilities in the conduct of & particular
business enterprise. A partnershin is created by enter-
ing into a contract which has two main points: (1)
it states the contribution to be made to the business

iner; {2} it specifies the manner in
the énterprise are to be shared
by the partzers. Such other matters as- the following
are also usually covered: purpose of business, name
of firm, duration of agreement, place of busincss,
rights of management, procedure for termination or
re-organization of the partnership.

A partnership agreement should be carefully drawn
up in specific detail. If all matters are clearly set
down in writing, possible misunderstandings and dis-
agreements may be avoided. .

The most common forms of partnership are:
general partnership and limited partnership. Each has
the same powers but differs in formation, registration
(in some instances), and the individual liability of the
members to one another and to the public.

[y
Iy

In a general partnership the members are not only
jointly liable (liable in equal shares) for the debts of
the partnership, but in addition, are jointly and severally
liable (each liable for his shars or the full amount).
Fach partmer can bind the parinership irrespective
of the consent of the other partner.

A limited partnership is composed of one or more
general partners who conduct the business, and one or
more persons who contribute an amount in actual cash,
called special or limited partness. As opposed ‘fo _’the
unqualified Hability of a general partner, 2 limited
partner is liable to the firm or to its creditors or-xly to
the extent of the capital he has agreed to contribute,
and no more. He may share in the profits according 10
the partnership agreement but must take no patt in
the manegement of the firm or he becomes a general
partner.

A partnership arrangement has certain advantages.
It permits the partmers to specialize to some degree.
In a small auto parts firm operated by three partners,
for example, one partner does all thc selling, 2 second
docs the repair work, while the third does
keeping and the detail work of the stock room. .Eac.l
is thoroughly expericnced in his branch of the business,
which, as a result, operates at a higher level of efficiency
than 1f ome man had to handle ali three aspects of
the business. The partnership thus makes it possible
to combine a varicty of talents in the conduct of the
business. It is possible, too, that a larger amount of

capital can be brought together by three partners than
by one man alone. This larger capital plus a varigty of
talents may make it possible for the Partnershlp t,o
expand further than would be feasible with one man’s’
capital and ability. Like the individual enterprise, the
partnership is free from corporation taxes, although
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the pariners pay income fax on their salaries and their
shares of the net profits of the "-rm.

X

ihe mnnelsmp “has certain disadvantages. The
first of these is the feature of unlimited lability., The
portnership 1s not an eatity distinet from the persons
who enter it. Each ‘general’ partner is individually
liable for the whole of the debts of the partaership.
For example, if a two-man parinership owes $5,000
i t; c*reﬁitors and partner A is known to have consid-

oney, w’nle B is known to be a rela twely poor
reditors may sue A for the $5,000. As in the
individual enterprise, the law makes no

= () (
b

=

n beiween the ‘gencral’ partiner’s share of the

the business and his personal property.

in, there is the danger ihat some of the part-

v be dishonest or'incompetent and will cause
2 Husiness to lose money through f.rm.zd, neglisence,

(/1

judgment. There is also the fairly ¢ cnsmerab}e

‘antage that the partnership ceases to exist if one

he partners dies or withdraws from partnership.

partaerships must be regzstexeu in accordance

with the laws of the province in which business is to

te carried on. The usual place of regisiration is the
Inocal county court house.

When a partnership is dissolved, it is prudent
to provide public notice of the dissolution. Motice of
dissolution is given by inserting a notice to that effect
in the Provincial Gazette of the province in which
the partnership has been acting. It protects retiring
partaers from debts incurred by the business after their
withdrawal.

)

The Corporaiion

The corporation or joint stock company is the
most complex of all the forms of business organizaticns.
It is a <:parate legal entity distinct from the share-

BT
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Eeolders who own it. The c’o-por'mun s capital is raised
by the sale of shares of stock to persons who wish
to become part owners of the company. These stock-
holders or sharcholders as a group own the company.
"The shares are actuaily Fe‘ll_‘Ccﬂ.CS of ownership in the
corporation. Cwmng a share entitles the LLockho‘ider
to a certain share of any profits which may be made
available ’fer c‘zm bution D_,’ the man aoﬂmem In a

be soid by stocmsiders "":" 10 ‘cmgm wish to own
them. In a pris n, the number of share-
hoiders is limited to & fty, zb: shares can be transferred
only within the limitations laid down in the Letters

¢

there can be no invitation to the gcnexai
ubscribe for the .:hw,v or deben

¢ y. Gwnership of a share, unless it ’c
to a spem 1 class for which voting rights are limited,
also entitles the shareholder to one vote at regular
meetings when the policies and acticns of the corpora-
tion come up for review by the shareholders. |

The corporaticn is governed by a board of di-

rectors elected by the shareholders at the annual meet-
ings. Sometimes a cdr’mal meeting is calied for this
purpose. The board appoints members to fll an
yacancies which may occur between annual meetings
due to the resignation or death of elected members,
and these appointees hold office until the next annual
mcetinb The board of directors meets from time to
time and supervises the business of the corporation
in a general way.

The management is the term used to describe the
officials of a corporation who direct its operations from
day to day. The president and vice-presidents must
be members of the board of directors. The secretary-
treasurer and the general manager -1iay be members
of the board of directors, but not necessarily so. They
may also be paid employces of the corporation, and




managerient is responsitle to the
Is, thch in turn is responsible to the
Who are the ultimate owners of the

f a sharel oloer has bomht 100 wovth
co*rnny and the con npany goes bank-
osc 1 10 amount he paid for the stock, but
s creditors have no claim on his personal

netimes corporations sell shares of a
ue”, but the person who buys the stock
to pay the whole of the par value at the
urchase. The company retains the right to
r any or all of the unpaid portion of the

at any time. In case the «,orporatlon
the shareholder is liable for

hares he owns, but

=

voose that
par value share in a company and were required
to pay only $25 for it at the.time of purchase. If the
company gogs into bankruptcy, the receiver can call
cn you for the remaining $75, but no more.

The limited liability of shareholders and the trans-
ferability of shares give corporate stocks a wide appeal
among those who have rcsources available for invest-
ment but who do not want to risk their entire personal
fortunes, and those whe may want to withdraw from
the enterprise at a future date. In this way, huge quant-

-ities of capital are accumulaied for the carrying on
of business by gathering together the individual savings
of large numbers of sharchoiders, At the same time,
control of day-to-day business is concentrated in the
hands of permanent managemernt. These features enable

g m e
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the wlpomuaﬂ to expand its plant, extend the range
of its products, plan large advertising campaigns, rais-
ing the required funds by ncw stock issues.

Profits are usually paid to the shareholders only
jears in wiich proﬁts are made. In a bad year, the

poration does not have to make any paymepts
to its owners. This is more advantageous than having
to pay intcrest on borrowed capital regardless of
whether the year has been a profitabls onz or not. The
corporation also possesses an assured continuity; it is
not dissolved by the death of any of its sharehoiders
o by the sale of shares by a sharcholder.

Against these very copsiderable advantages must
be set a number of disadvar antages. It requires a consider-
able expenditure of time and monzy to organize a
corporation. The advice of accountants and lawyers is
essential and their fees must be taken into account.
Again, the corporation is normally subject to a greater
tax uurden than other forms of enterprise {see secticn
on taxation in Chapter 10). MNot only are ihere iaxes
on corporate income, but dividends paii oul to sach
sharcholder are subject in part to personal income tax.
The sale of shares is regulated by law. The corporation
is, in fact, more closely regulated than other forms of
business organization.

If you wish to organize your business as a corpora-
tion, you must decide whether to organize as a private
or as a public company and whether to be incorporated
by the Federal Govemment or by one of the provincial
governments.

There is no very great difference between being
incorporated by the Federal Government and being
incorporated by ome of the provincial governments.
Federal incorporation gives one important advantage;
provinces cannot enact rcgulations designed to affect
the status of a company possessing federal letters patent.

(‘)
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That is, these federal companics nmy ot bc impeded
by discriminator Iy legislation passed b y province.
Federal co-nw,ues however, are subjcct to provincial

s

eneral application.
I{ you decide to se

'
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C’om/mte Adfairs, Gitawa, Canade, and if vou desire
provincial letters patent, you should write to the Pro-
vuzcml Secretary or the Registrar of Companies of the
aUPropriatu province to obtain the proper apvrlcation

forms "{oa °houi fill these out and return them. After

e api ion has been approved, and your company
incorporated, you may proceed to organize

oorate Affairs, Ottawa, upon filing of an applica-
tion for letiers patent, arc based upon the authorized

capital requested, and are on a sliding scale beginning
aL minimum of 3160 for an aumonzcd capital of
550,900 or Iess.

¢ final form of crganization we shall consider

here is the co-opcrative. In this type of organization,
capital is raised by the sale of shares to members But

wheress in-the corporation the number of votes a
shareholder has is in proportion to the number of shares
he owns, in the co-operative the principle is that of
allowing one member one vote only, regardless of the
number of shares he holds. Management is in the hands
of a board of directors elected annually by the mem-
bers. The co-operative can be and should be organized
and registered as a corporation in the province in
which it does business, If it is incorporated, its mem-
bers receive the benefit of limited liability with all the

ure federal letters patent, vou
should write to the Depar-.:nent of Consumer and .

able 1o the Department of Consumer and .
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protection which this implies. The overwhelming
majority of co-operatives are organized as corporations
for this reason.

The co-operative store buys ifs goods from ordin-
ary wholesale houses or from the wholesale co-opera-
tives which are owned by retail co-operatives. These
goods are sold at the retail price prevailing in that
particular area. At the end of the year, after the
expenses of operation and reserves have been deducted
from net sales, any surplus which is left over is paid
cut to members in the form of patronage dividends.
These dividends are oportmml to the wvolume of
business which the members have done with the co-
operative. They are not reiated to their holding of
shares in the co-operative.

Co-operatives are also organized in the packing
and processing industries. Creameries are offen owned
co-operatively by farmers who have dairy herds, and
the packing of fruit is often organized coc-operatively
by fruit growers. In these cases, pa‘roua@e dividends
are paid out to members in Propo riion to the quastities
of cream or fruit they have delivered to the co-operative
for processing or packing.

The advantages of being a member of 2 co-
operative are quickly stated. In the case of the retail
co-operatives, a member benefits from being able to
buy his goods at prices below the independent retailers’
prices—if you take into account patronage dividends.
In a producers’ co-operative, the members receive any
profits made on the processing or packing of their
products. If the co-operative is incorporated, the mem-
bers are protected by the limited liability feature. An
incorporated co-operative has continuity of corporate
existence. As regards income tax, the co-operative is
in a middle-of-thc-road position. The co-operative is
not taxed on patronage dividends paid out to members,




o
=]

but 1t is taxed on thoss profits retained within the
co-operative.

The weakness of the co-eperative lies n the danger
of the management being Inexperienced, or not haviag
sufficicnt finencial investment to put forth its utmost
efforis. As co- ﬂperafives have thelr greatest popularity
in small towns in rural areas, the management is lkely
to be drawn from the 1ocak membershin, and may lack
thotough irzining in business.

Several of the provincial governments have taken
an ﬂctw«e role in premoting the corganjzation of co-
y 25, I vou plu.u on or‘:amznﬁ gne, you <noﬂld
got in touch with the appropriate govermnent depar
meat or barrean.

In this chapter and the following one vour atten-
tion will be drawn to plar!pinﬂ the Im‘atmﬂ of your
husiness. Since the factors which affect the iccation of
a tactory are rather different from those ﬁh,,. affect
ihe location of a retail store, the discussinn will be
carried on in twe paris. This chapter will - al with
location of faciories, and the following one with loca-
sion of retail stores.

Choosing a location for your factory amounis to
finding such a locallty aad siie as will make the profit
from vour opsrations as iarge as possible. To do thls
o s

2t locate so thut vour net sales in relation to
vour costs are as favourable as possible. You cannot
affeid to neglecr any factor which will affeet either vour
sales or your cosis. Raw materials, labour, power, fusl,
and transneortation costs must all be considered. So
must sueh important items as market area, amount and
quality of competition, available distribution facilities,
and leeal laws and taxes. You must take a losg-run
view of all these matiers bacause your factory, once
srected, will have to be operated under favourable
conditions over a long period if it is to be a profitable
investment,

Valugble assistance in choosing a faciory location
can often be obtained by contacting municipal indus-
thal commissions and provincial development agencies.
The latter are discussed in Chapter 7 of this book. In
addition, the Dominion Bursan of Statisties, as dis-




cusscd ip Chapter 12, can provide a wide range of
h could prove belpiul
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n important matier is the availability of raw
materials and semi-manufactured goods used in making
vour prodoct. The cleser you are to the source of
produclim materials, generally speaking, the lower
will be the cost of transporting them to your factory,
the lower will be your cost of production, and the
greaier will be your ab'h to compete.

You should first of al- fnd out what guantities of
cur pariicular raw materials ate vzulaole in the dis-
rict. You should also find out the quality of these
supplles for if they do not come up fo satisfactory
standards, it may pay you cither to ship in raw mate-
rials or to locate in a different area. Ancther important
matter is the cost of obtaining raw materials. Raw
materials of good quelity may be obtainable in sufii-
clent guantities over a long period, but only at pro-
hibitive cost. If you will be using natural rescurces,
such as timber or minerals, you can usually expect
that the cost of obtaining them will rise after a time
as the more easily obtained supplies are used up and
vou have to depend upon supplies which are farther
away, deeper in the ground, or poorer in quality. If
these raw materials are partly processed by other firms,
you should find out their annual production, the frac-
tion which would be available for your operations, the
cost of this supply, and the probable future trends of
supply and price. You should make a careful compari-
son of costs (including freight) from alternative sources
of supply. Another thing to check is whether any firm
or any small group of firms has substantial or complete
control of raw material vital to you. If some firm is in
such a position, it will be able to raise the price of the

Pt
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raw maferial substantially, cuﬁihg deeply into your
profits. You should also learn whether there are any
seasonal irregularities in the producticn or delivery of
these raw materials.

Similarly you should investigate -the supplies of
any semi-manufactured goods which you may require
for your product. Find out the annual production of
the firms in the area, it< quality, its costs, and the
extent to which manufacturers will produce to your
specifications 'C npare the cost of this local supply
with the ¢ o t of supplies in other areas, and the cost
of pringing these suppli cs to your proposed iccation.
Noté any seasona irregularity in production or .‘chvery
. Information on the location, chemical and physi-
cal composition, and quantities of various natural re-
sources can be obtained from the following sources in
Ottawa:

Depariment of Indian Affairs and Northern
Development

Department of Fisheries

Department of Energy, Mines and Resources

Dominion Coal Board

Bepartment of Forestry and Rural Develop-
ment

Information may also be obtained from the cor-
responding departments of the provincial governments.

Information on the lccation of manufacturers of
semi-finished goods, supplies, and equipment can be
obtained from the Canadian Trade Index, published
by—Canadian Manufacturers’ Association, Toronto;
from Fraser’s Canadian Trade Directory, published by,
—Fraser’s Trade Directories Limited, Montreal; and
from publications of the Dominion Bureau of Statistics,
Ottawa. Addijtional sources of information are: Indus-
trial Promotion Division, Department of Industry,

96283—3
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sioner in the area.

Another important cousideration is the labour .

nia

supply in the area. If your enterprise is going to emplo
F !

people, you wil

a considerable number o

already live within easy reach of the factery. Glher-
¢

e

bor of males and females of labour force age ia en
area W

factory with ease each day. Determine the numbers of

unskilled, skilled and semi-skilled workers of the type -
required in your factory, and compare them with the ©
numbers available in the area. Of primary importance |

are the prevaliing wage-rates for the types of labour
you need, You should find out if there is any seasonal

migration of workers, or any secasonal division of
workers’ time between industry and agriculture. You
should also be aware of the extent of Iabour organiza- |

tion and of labour turnover in your proposed locality
or intended industry.

The best source of such information on the labour :
market is the Canada Manpower Centre in the locality :
in which you plan to establish. The federal Department .
of Manpower and Immigration maintains more than

250 of these Manpower Centres at strategic locations

throughout Canada and each has up-to-date informa- -
tion bascd on intensive research into the labour market.

The Canada Manpower Cenire can also help you
recruit the staff vou nced and supply you with con-

variou isted in Appendix A,
Local information can be obtained from the Chamber
f Commerce, Board of Trade, or Industrial Commis- -

want to

locate in an area in which large numbers of people

«
wise, vou will probably be forced to go to the expense -

AT - g £
VI IN ety N (v A . .
of bringing in workers. You shouid find cut the num-

in which workers can go to and from the -
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tinuing scrvice in all arzas relating to the utilization or
development of the working force.

The Department of Manpower apd Immigration
supplics labour market services to both the workers
and the cmployers of Canada., The objeciive of the
Canada Manpower Centre, in general terms, is to
promote full employment and optimum manpower
utilization in Canada. Many of the Dcpartment"s ser-
vices and programs are designed directly for the as-
sistance of the emplover while others benefit the

e
employer at the same time as they help the worker
improve his cmploymeiit

employer interviews.

Each Canada Manpower Centre has lstings of
available workers in its local area and, in addition, is
linked by telex with all other centres across Canada.
Thus, if suitable workers are not available locally, the
full national resources of the Department can be
brought to bear to locate workers with the qualifica-
tions sought by an employer. If suitable workers canrnot
be found in Canada, the Department can also offer the
employer assistance in arranging to get skilled workers
from other countries.

The Canada Manpower Centre can also assist
and advise the employer iu establishing employee train-
ing programs. In some cases, it can offer financia
assistance under the Occupational Training for Adults
(OTA) program in the operation of in-plant training
programs.

Besides offering this direct assistance, OTA also
benefits Canadian employers by upgrading the overall

9626334
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skills of the working force. This program, which pur-
chases training for workers and pays them living allow-

apces while they are in training, is designed to help
t:-e worker accuire skills which are currently in demand

Lavel dvy
N\ A i

in Canada’s changing economy. The Depariment car-
ries on consultaiions with employers to ensure that
vorkers are referred to training courses which have
imymediate applicatien in the working force. Thus the
program ensures employers of 2 continuing flow of
workers trained in modern skills.
The Manpower Mobility Program, which helps
2 worker’s costs on moving from an area of ceclin-
ty to an arce where job opportunities are
the employer by encouraging a.ilow of
m areas of labour surplus to areas of shoit-
ile the program is not designed as 2 recruiting
~al for an employer, it can neverthcless make available
him workers whose skills might otherwise be wasted.
The Department zlso offers other specialized
services of direct bencft to the businessman. A Man-
power Censultative Service is available to smooth out.
management-tabour adjusiments 1o technological and
economic change. A Business hManagement Program

develops and prepares business courses designed to
upgrade managerial and supervisory personnel. These
courses, while prepared by the Department, are nor-
mally ofiered under the auspices of provincial Depart-
rents of Education and in co-operation with Chambers

of Commerce or individual business enterprises.

Wor_1L ' T2l
IViNg LOnGIIions

Closely related to the last topic is the factor of
fiving conditions. The conditions under which em-
ployzes live will have an effect, cither good or bad,
upon their performance in ysur factory. In the long
run, Jiving conditions will affcct your rate of labour
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nce pLopie ‘.”“1 tenidd to move away fram a
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bad area. “Workers housed in clea mfortable
in residential areas provided w?flgu;l;r‘c(?rali(g re?zlrbe;?;l‘zf
facilities are more likely to be steady and .hi‘fh‘xy 3£oj
gxctivg than those who are forced to live ?n thlms
iscontented workers are liabiliti ht selves
R, lities, both to themselves
pThercifore, it is advisable to look into this matter
‘carer.ully. ¥You should get specific information on the
housing and shopping distriets, on hospital, religious
educational, and recreational facilities, and ’on p?ofesj
sional services available in the area in which y;m
propose to locate. Information can be obtained El%rcuoh
conversafioa with local civic officials. Personal irs_soeoc-
tion is recommended. ‘
N Climate will play a part in the overall picture of
living conditions. Youw should find cut the average
temperature and precipitation {or all seasons as Wéli as
the extremes of temperature in both winter and sum-
mer. You should seek data on the numbcr of hours of
sunshine per year, the average relative humidity and
wind velocity for each month, for the past ten years.
' igfor{natiori on climate may be obtained by writ-
ing to local civic officials, or to: '
The Director,
Metecrological Branch,
Department of Transport,
315 Bloor St. West,

Teronto 5, Ontario.
Sites

.Important considerations when thinking of factory
'Iocatxop are the amount and kind of land available for
industrial purposes. If such land is scarce, you may be
able to get enough to build a small factory, but not
enough for additions in the future. If land is s’carce, its




is 10 be

An important feature of many towns and c;n:xesc
om the industrialist’s point of view is the existence ot

i . .1 1
iaws which divide the total area info ICSIGEHU:O;. a{u%
industrizi zoncs, prohibiting factories in residentia

»ones and residences in industrial 2us
(AR ; resirict amount of land available for
i in details from ihe

roceeding to examine

of land available
t to know a great
istics of the land

ife , dry or swampy.
En’f the land is hilly, you may have to spend money 10
have it cut and filled to provide a flat area of smta};le
If the subsoil is soft, it may be necessary to sink
es to support the weight of ihq fa?tory
hie land is near a river in which the deptn
ter varies seasomally, the soil may comtract
soand with its moisture content, and affect th.e
ations of your building. Freedom frf)m ﬁooé}s 11s
naturally desirable. All such’matters should be carefully
investigated.
e %xe improvements. in the area shouk'i be noted.
You should find out whether fire protectics, Sewers,
drinking water, gas and electrigity are pro‘n'ded, al:ld
the system of rates which are in eﬂect for mdustna}
users. The location of the factory with rggard to street
transportation will be important in ena‘qhng employeef
to reach the plant. A location near rgzlway spurs, O
near main roads, or on good roads leading to highways,
will make it much easier to bring in production
materials and ship out finished products.
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Finally, vou should investigate the amount of
availablc spacc in existing buildings in the area. In
oing so, you should bear in mind all the factors
mentioncd above. You would be well advised to consult
a competent industrial architect to determine suitability
for your purpose. He should carefully inspect the build-
ings to determine the condition of foundations, walls,
floors, electric light wires, power cables, boilers, steam
heating systems, fire protection devices, ventilation, and
lighting. If the building needs considerable repair, the
architect should prepare an estimate of cost, and you

Q.

, ail{t
should take this into account when you consider the
price or the annual rental of the building.

[N}
ard

nel and Power

You should investigate the various types of fuel
available in the area. it may be possible to use either
gas, coke, coal, oil, wood, chips, sawdust, electricity,
¢r steam on coniract, as fuel in your plant. Your choice
will depend partly on technical factors, partly on the
cost of the fuel itself, and parily on the cost of the
particular equipment you must use with each. Before
deciding to use a particular fuel, you should know the
degree of regularity and dependability of the supply.
Learn the sources of supply, trends in current produc-
tion, methods of transportaticn, and heating charac-
teristics, of all the alternative types. The initial cost of
buying and installing the equipment to be used with
each fuel—for example, stokers and automatic grates
with coal—should be calculated along with mainte-
nance ard repair costs, lingth of life, and reliability.

You may also be able to use any one of a number-
of kinds of power in your factory—gasoline, diesel, or
steam engines, or electric motors. The cost of installing
and maintaining these engines and any accessory equip-
ment such as fuel storage tanks or transformers must be
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considered aleng with any special rates o industrial
users of electricity, fuel oil, gasoline, or coal.

Certain industries require large amounts of water
.= manunfacture of their preducts, and, In some,

in t
cequirerrents with respect to impurities are critical. For
example, soft water is an absolute necessity for the
textile Industry, and water free from contamination is

1od by all of the food industries. If this is the case
vour industry, it is important to find out just what

ty of water Is ay

railable, its chemical composition,
rature, s nai v and
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cost. For informmation write 1o:
Water Guality Division,
Inland Waters Branch,
Department of Energy, Mines and Resources,
Ottawa, Canada.

e

Transporiation

An important factor infizencing many aspects of
factory operation is the transportation facilities serving
the place in which you build your factory. The rates on
fuels, raw materials, and semi-manufactured goods
shipped in, and on finished goods shipped out, will
affect your costs and your ability to compete with other
producers. The regularity, dependability, and frequency
with which the various carriers operate will be of great
importance to you. In certain lines of business, speed
of delivery is essential, and you should therefore lock
carefully into the adequacy of the carriers’ terminal
:iies and the promptaess of their delivery services.
wiake certain of any seasonal changes in the adequacy
and dependability of transportation services in the area.
Estimate the carriers’ ability fo carry an expanding
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tonnage. You should investigate all types of carrier—
rail, water, highway, pipeline, air and compare not
on'I)'r their rates, but the speed, frequency and depend-
ability of their shipping schedules and any accesséry
services, such as delivery or storage. You should check
services and rates, not only on shipments from sup-
pliers to your factory, but from suppliers to your
competitors’ factories; and not only from your f’ac;tory
to your chief potential sales areas, but also from your
competitors’ factories to these same sales areas.

o

' Rﬁaz’lway Lreight Services——Since a certain nronor-
tion of your procduciion material and finished ;‘Jrogiucf
is likely to move by rail, you should seek exact '
tion on railway freight rates
}o?_s, and for less-than-carload
bound and outbound traffic. You should also check
rates for Trailer on Flat Car (T.C.F.C.), commonly
known as “piggyback”. Some parts of Canada ha‘;e
}ower rates on a given cominodity for a given mileage
than.do other parts. This may be dus t0 2 greai%r
df:nsny of traffic in these areas, or the presence of
highway or water competition, which forces the rail-
ways to reduce their rates between particular poi-r'l-%;
[t will be beneficial to your businsss, other things bein’r'
eq.ual, to be located at a point from which you cag
ship on one of these reduced rates to large wholesale
or retail buyers.

There are several types of special low rate, any
one or more of which may be apolicable 1o shipl;lents

to or from your proposed location. Wherever you are in
Canada, you should find out whether the rates known
as “agreed charges” can e negotiated, and whether
they have been granted to any of your competitors.
In Eastern Canada, you should check on the existence
Sf areas in which cities and towns are “grouped” or
blanketed” for freight rate purposes.
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You should talk over all matters concerning rail-
way freight rates with divisional or district freight
: . ot ls s ~ W e T A
agents, with freight traffic managers in Moncton, Mont-
real, Teronto, Winnipeg or Vancouver, or with the
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Canadian Freight Association at Montreal or Winnipeg.
Both the CN.R. and CP.R. have traffic officials
specially assigned to freight rate matters.

i
1
1

the St. Lawtr River. Two types of freight services
are provided, on bulk freight and one for package
freight. For re bulk caraces you should censult
individual ip companies. Rates on package

in the form of tariffs, which may
inci ' offices at various
Crrme hnll cargG

o AULEan Ulaiak

ight Services—Only a portion of the
sed by highway cariers are published

nany casges, carriers de not publish

L)

where this situation exists, you must
individual operators to determine charges.

consult
Again, you should carefully examine the regularity,
dependability, and speed of the services provided.

Air Freight Services—Air freight services are pro-
vided by both scheduled and non-scheduled operators.
Air Canada and Canadian Pacific Airlines are the prin-
cinal scheduled operators. Their rates, which are pub-
lished in tariff form, may be obtained through their
iocal offices at principal airports. INon-scheduled opera-
tors also provide a variety of services between various
points in Canada. In recent years, there has been a
noticeable increase in the number of private operators

et =
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in this ficld. You can obtain information on their rates
and services directly from individual carriers. The Air
Industries and Transport Association of Canada, 116
Albert Street, Ottawa, includes in its membership both
scheduled and non-scheduled operators, and can pro-
vide the namies and addresses of operators rendering
non-scheduled services. A second scurce of information
on air services generally is:
’ The Secretary,
Air Transport Board,
Funter Building,

Ctrawa, Canada.
Further information and guidance is available
from the Transportation Divisicn, Trade Services.
Branch, Depaitment of Trade and Commerce, Ottawa.

A factor of first-rate importance is the volume of
sales you will be able to maeke. You and the other
preducers located near you will tend to sell in a
certain district surrounding your fsctories; this district
is called your market area. It may be almost purely
local in extent, or it may be hundreds of miles in
diameter, depending upon circumstances. You will
want to locate in a place such that both the market
area and the portion of it which you can secure for
yourself, will be as large as possible. A vast number of
things will influence the size of your market area, two of
them being your costs of production and transportation,
both of which have been treated already. A third is the
number of your competitors, together with the vigour
of their competition.

A fourth influence on the size of your market arc.
will be the numbers and wealth of the population in
the area surrounding your factory. Find out something




nroportions of the various inccme groups in
whether it is likely to attract new

wre; if new industries arrive, popu-

in the area will grow. It is well

hiabits of the popu-

product is one which is used by industrial
esirable to locate near an in-
trial area, other things being equal.

If possible, you will want to lccate im an avea
n ‘:\‘h%c‘;‘l there are well developed distribution chan-
ould make a survey of the retail and
I ouilets in the area and find out somcthing.
i and range of their operaiions, especially
ype of product you will be making.
A further ouide in determining the extent of the
market you can reach is to find out the location of
the whodlesa'ze firms throughout the country who are
- the manufacturers of wour type of prod-
arez of your proposed location. Bear in
t may aot be easy to draw customers away
accustomed suppliers. But if you can pro-
duce at an especially low cost, or if you can logate
so as to get the benefit of semewhat lower freight
rates, you may be able to extend this market area or
win costomers away from your competitors wiih greater
ease.

rn
T.oeal Laws and Taxes

The various places in which you are thinking of
locating should be carefully compared as to nuimber,
kind and incidence of taxes, as well as methods of
payment. You should find out the scale of licence fees

I
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or the rates of business tax applicable in various loca-
tions. Cet information on provincial, county and local
taxes ont property and sales, as weill as the reaction of
iccal industry to the existing tax structure.

It is cssential to learn of any local restrictions
upon Industry, such as laws prohibiting the pollution
of the atmosphere with snioke or noxious gases, or of
rivers with liquid wastes. Find out how existing indus-
try reacts to these laws and thicir administration. At
the same time, it is well to get some idea of the
general attitude of provincial, county or civic govern-
ments fowards industry and industrial development
and” any significant trends in the policies of these
governments
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" No one of ihese faciors can be considered by
itself and apart from the cthers; they must all be con-
sidered together. For instance, you may find that at
location A, your cost of production would be low due
to the closeness of production materials, cheap and
gocd sites, and favourable fuel and power costs. But
because A is relatively far from market, the railway
freight to your customers would put you at a disad-
vantage as compared with your competitors. At loca-
tion B, you may find that taxes would be lighter, you
would be in the middle of a largz market and also in a
wholesale centre from which you could ship to cus-
tomers on distributing rates. But you may find that
labour costs are higher, sites more expensive, and the
area has a record of industrial unrest. You must then
set to work and estimate the influence of ail these
factors upon costs and sales in the two locations, and
tomie to a decision on that basis. ‘




If questions of a technical nature should arise
when censideration is being given to-the establishment
of a business or industry, the Technical Information
Service of the National Research Council is prepared
to offer certain kinds of assistance. This organization
maintains field representatives across the country at the
addresses given in Appendix B. They will assist by
putting you in touch with local authorities, or with
other sources of information, or by forwarding your
enquiry to the Citawa office. As well, enquiries may be
sent direct to the Chief, Technical Information Service,
National Research Council, Ottawa.

Apart from the techuical services provided by
various agencies of the Federal Government, facilitics
for research are maintained directly by some of the
provinces, or are supported at provincial universities.
The proper addresses will be supplied through the
offices listed in Appendix A.

-

When establishing a retail store, one of your most
important problems is that of selecting your location.
A store’s location can make it or break it. Large firms
select their store locations with great care, spcnding
months in careful research, and then, sometimes, wait-
ing years for the desirable location to_become available.
If you are. an average small propricior, you cannot
afford to make elaborate surveys or wait for Jong

eriods of time, but you should consider the metter
of location carefully. Bear in mind some general prin-
ciples, and usc some simple, reliable devices.

An important initial step would be to contact”
your local Canada IManpower Centre and avail yourself
of the many services they have to ofier. These are
discussed in Chapter 3.

. EY ..
Selecting 5 Towzn

T

You may have decided on a town in which to
into business. Perhaps you are well known and w

tunity in a distant town and are trying to form 21
opinion of it. In cither of these cases, the following
paragraphs will be valuable to you. o

The first aspect of a town to appraise is 1is

general economic conditicn. You will want to know



is predominantly commercial,
, administrative, or a mixtore of
b ther the town is old and well
I uncertain, declining or stagnant.
h'nusing and apartmesnt bmlﬂ.mgs new
d highways—signs that a com-
Gatlier some opm1c:~1s as to ho
of this expaas‘on will continue to excrt
the level of business aclivity and
stable, the town will be a betler place
than if it is subject to wide wvariations in
fati seasonal employ-
1o work stoppages; they
art of vour sales will
yOL will be ..z:necf. d to exte‘xd credit. A
its income fro
f sources will assure _you of a ”ﬂadzef
business than a place in which one source
income predominates and is subject to wide fluctua-
tions. You shouild also get an idea of the general
income level, for the wealthier the people the more
goods they will buy. Also, wealthier people will buy
more of the higher priced, high margin iterns, and will
exert less pressure for price reduction. They will want
more credit and delivery service, representing an oppor-
tunity for the small businessman. If the town you are
considering is one in which people draw their income
from other towns or cities, you must ook at business
conditions in these other places. Try to get some idea
of the extent to which such people shop in the cities
where they work, rather than where they live. There
may be an opportunity for you in such a “shop-away-
from-home” community, but only if the habit is not
too deeply set and is due to lack of adequate firms
at home.
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The nmext matter to investigate is the composilion
of the population of the town, a matter which will
have an important effect on the type of sales which
you store can make. For instance, a population which
lives predominantly in apartments will not cultivate
small gardens but will buy all its food. The population
of a small Lo\m, however, will probably raise a large
proportion of its own vegetable supply. i the popula-
tion of a town habitually buys a large part of iis
requirements in another fown or city, or if it is
accustomied to buying on credit, the prospective pro-
prictor should lcarn these facts before he sets up
bis store rat 1 find out by bitter experience
that ke cannot operate successfully, because he has
overlooked an imp ort At facto- If the population
is foreign born, its g habits may be markedly
different from those of puoplc who have been raised
in Canada. If some foreign language is spekcn you
may find voursch at a decided disadvantage unless you
also can speak it. \eugwus considerations nay affect
the buying habits of a population, particularly in
food and clothing.

Another factor which will inﬂuence youf choice
of town will be the size and type of store you are
going to establish. Certain kinds of stores, such as
the shoe store or the sporting goods store, can be
operated profitably only in towns of a certain mini-
mum size. Some others, for example those selling
artists’ supplies or foreign books, can be operated
successfully only in very large cities. Grocery or gen-
eral merchandise stores are more generally capable
of profitable operation in very small towns. Gbviously,
you will not establish a large department-type drug
store in a town of 500, or a luxury restaurant in a
farming cominunity,

96283 —4
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The maiter of rentals needs careful consideration.
The larger the town or city, the higher the rents in
¢he business district ere Hkely to be. The rent level
should be compared with your estimated sales volume.
il

may be worth paying if the town yields
sales volume, while low rents may be an

locating in a town in which you cannot

1 isiness to pay the prevailing rents,
cmaller towns, an impertant consideration is
ability to draw customers f{rom the sur-
However, while the smell town draws
ural areas, it also loses customers to
within about 40 miles of a larger
iity, The closer a town or smail cily is to a
arge one, the greater will be the exient to which
it will lose trade to the larger ome. Converscly, the
further a small town is from a large city, the greater
will be its ability to retain the trade of the surround-
e smaller town tends to lose tradc im

ot

ing arca. The
women's apparel, jewellery and silverware, to cities
1

at laast twice its size within a radius of 40 miles, but
it tends to gain more trade in furniture from the
smaller towns than it loses to larger ones. Towns
within 2 40 to 70 mile radius of urban centres twice
their size can compete successfully for thc business
of the area in jewellery, clocks, siiverware, and women’s
apparel.

To locate the boundaries of a town’s trading area
and estimate the potential sales in it, you could use
figures on local newspaper circulation. Or, you could
tzke down the licencc numbers of automobiles parked
in 2 given town and check the location and ownership
of these numbers with provincial auto licence bureaux.

Another factor to consider in the town is the
amount and kind of competition. Even if there is

fad
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%:cc_:n competition, there may be room for another store
if it handles different lines of goods or different price
ranges, stays open longer hours, provides better credit
or delivery service, or adopts more aggressive sales
promotion and advertising policies.

If you have decided to establish a storc in 2
particular city or large town, the next step is to choose
the section of the city in which to locate. In a small
town this problem docs not exist since there is only .
one shopping centre-—the main street. But as a town
develops imto a city, and as a city grows, certain
definite shopping areas appear. In making your choice,
vou should consider all those factors which were
dealt with in the previous section, and a nuraber of
others in addition.

Because three terms will be used frequently in the
following paragraphs, it will be well for you to be-
come acquainted with them. They arc “shopping
goods”, “specialty goods”, and “convenience gcod‘s”.

“Shopping goods” are those goods which involve
comparatively large money outlays and which are
bought at infrequent intervals. Because they are costly
and because they are used for long periods of t‘imé’,
customers select them with great care. They find out
what various stores have to offer, and carcfully compare
quality, style, and price, before making a purchasc.
Examples of shopping goods are shoes, dresses, suits,
furniture, radios and automobiles.

“Specialty goods” arc those which are not in the
heaviest rcgular demand. The term includes items
which are either rare, exceptionally fine, expensive or
f%laborate and therefore not carried by the -serchant
Infercsted in custorners with less specialized or less
highly devcloped tastes.

9628341
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“Convenience goods” include both natural com-
medities and those nianufactured goods which are
available in a number of weil-known and widely dis-

brands. Sinee a shopper can buy

at a large number of stores without

aticntion to guality or price {both
e

sration is that of the place most
buy them. An outstanding example of

soods would be groceties, whether eggs,
nd other natural foods, or tinned meats,
bles, etc. The important consideration

the person shepping for groceries is
1 home. Except where shopping by
2ry by the grocer is the rule, this usually
he shopper buys his groceries as ciose 10
home as possible—where it is most convenient to do so.

The Central Business District—The central busi-
ness district is the main business area of a large cit){.
Loeated ai the focus of alf transportation routes, it
i sub-divided into specialized districts—wholesale,
retzil, financial, eniertainment, ete. It draws business
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from the whole area of the city. Both pedgstrian and
vehicular traffic are high. Stores are narrow-line shop-
ping stores. Shopping, speciaity and convenience goods,
in that order, constitute the merchandise sold. The
most successful types of store located in this area
are cigar, department, drug, jewellery, men’s clothm-g
and women’s clothing. Operating expenses in this
district for all retail business combined are higher
than they are in outlying areas, but this is not true of
department, variety, millinery, custom tailor, radio and
clectrical shops and highly specialized shops. Rents
are high, although they are lower in relation 10 volume
of sales for restaurant, general merchandise, and sec-
ond-hand stores. Competition is widest in scope and
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cst in intensity here. The basis of business is price,
sclection and service.

If your capital is modest, it is unlikely that you
will be able to set up a store in the central business
district which would get a sufficient volume of sales to
pay the high rent demanded., A good location is the
most profitable one; this comes from a proper balane-
ing of costs and sales. Your net profifs may be higher
at o low rent slte with lower sales volume unless you
can operate on a falrly large scale.

Outlying Shopping Areas—Most large cities have
ot ouly a ceniral district but several major outlying

istricts as well. These are located at impogtant mass
transporiation inierseciions or torminals, The vehicular
traffic is moderate to high, Pedestrian trafiic is heavy,
the percentage of customers in it is medium to high
and is composed of both residents and non-residents.
Stores are seldom large. The sale of convenience goods
predominates here, but shopping goods are growing
importance, Stores cmphasize service and price.

Neighbourhcod Locations—Small clusters of
stores are scaltered over most of the residential districts
of larger citics. Pedestrian traffic is low, but the per-
centage of it composed of customers is high. Shoppers
are mainly resident. The vehicular traffic is sparse to
moderate and mass transportation facilities are limited.
Convenience goods are the main type sold, and there is
generally a fair number of service establishments as
well. Competition is narrow in scope and not very
intense. The stores, which are seldom large, +nphasize
convenience and service. Their business comies from
the immediately surrounding area and therefore depends
on the density of the population, its income, its reli-
gious and ethnic characteristics.
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String-Street  Locations—These are located on
principal streets, either cross-town or radial frafiic
in such streets, both vehicular and pedestrian, is

usually high, but the percentage of customers to totai
traffic is low. This is because these strects are main
trafiic routes for both private and mass {ransportation
facilitics. Patronage is both non-resident and resident.
Competition is narrow in scope and high in intensity
the basic elements being price, service and convenience.

Shopping Cenires—Shopping cenires constitute
at business areas especially for the retail mer-
chant. They may be divided into three types neigh-
nrhocd, community and regional.

The neighbourhood centre, the smallest of th
threc, provides mainly for the sale of Hving needs such
as foods, drugs, sundries amd personal services.
centre usually includes up to fifteen stores of which
a supermarket or a variety storc is the largest. The
neighbourhood centre requires a consumer population
of 7,000 to 10,000 people.

The community shopping centre, the middle-sized
type, in addition to providing for daily living needs,
also includes stores sclling family apparel, hardware,
znd household appliances. The community centre
includes up to 30 stores and requires a consumer popu-
lation of 30,000 to 40,000 people.

The regional shopping centre is the largest type.
It offers all types of merchandise in full variety,
including fashion items and house furnishings. Such
a centre contains 50 or more stores and requires a
consumer population of 200,000 to 300,000 people.

Shopping centres are established only after the
most careful study by the promoters. Cenires are

esigned to appeal strongly to the customers owning
a car, much thought being given to location, parking
facilities and traffic circulation. They also provide for
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the pedesirian’s safety and convenience. Cenires are
planned so that the group of buildings heas a unified
and pleasing appearance and a maximum interplay
between the store units.

The managemesnt of a shopping centre leases
space to carcfully selected busincss firms. Generally the
rent is based on a percentage of the tenant’s gross sales
with provision for a certain guaranteed minimum an-’
nual rental. The management of the centre provides
s,ervices such as general housekeeping, parking lot
lighting, snow removal, and sometimes sven heating
and a‘ir—conéifiorzing, the tenants being charged fo?
these in proportion to their size. The management of
the centre co-ordinates the activitiss of the meechants
association, and generally conmtributes to the promo-
tional funds of the centre. ‘

Estimating Potential Sales—Eefore locating in any
particular shopping arza, you will want to have some
idea of your potential sales. For the central shopping
district and outiying shopping areas, sales for a ne;
business are rather difficult to forecast except for men
with considerable experience. For a neighbourhood
store the problem might be approached in the follow-
ing way.

The potential sales volume of a neighbourhcod
store will depend upon the size of the market arez sur-
rounding the location, the number of families m it, the
total annual expenditures of those families, the division
of these total expenditures between food, clothing,
housing, etc., and the number of stores competing in
the market avea.

Suppose that we examine the concrete example
of a neighbourhood grocery store. In congested urban

areas, grocers have found from experience that most of

their business comes from within one quarter mile of
their stores, with a fair amount comiag from within a
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sales in the crea described above should be, iherefor_e,
22.0/100 x $779,200 = §171,446. if Ekgere lezouid
e already four food stores in the arca, this total po-
tential sales volame should be divided by five gto
include the store you intend establishing) to arrive
at a potential sales volume for your stose of aooq‘t‘
$34,289. Of course, this assumes that‘ all fecod ;3
bought in the neig’hbourhogd, and that ialcs ar? shzu;.1
cqually among all stores the area. 1LE ;;ﬂan{‘ o_f the
ramilics in the area have cars, you should allow for
.re, espeeially at supermnarkets

I

thair buying fnod elsew.. 1 :
on string-street locutions or in outlying shopping areas.
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It would thercfow be wise {0 revise the above figure
downward. Eemember that the revised figure represents
only & potential sales volume. Whether you can achisve
it depends on how well you mceet the competition of
the other food stores in the area, aznd on the exfent to
which you can draw customers who previously traded
in other areas. ,

Yor other types of store, the following table will
be an aid In cstimating the volume of potzntial sales
in a given commumity.

PERCENTAGE OF ToTAL CONSUMER EXPENDITURE
SPENT o Various Coobs AND SErvicEs

. ” T a7 Vs T, naT I 7 e
(Average of the Years 1064 19585 and 1966)

rood ...l e Z
Tobacco and Alcoholic Beverages ..o
Tolbacco products and sinoker’s accessories
Alconciic Beverages ..o
Clothing and Personal Furnishings ...
Menw’s and boys’ clothing ...
Women's and children’s clothing
FOOEWEAL ot
Laundry and dry-cleaning
Other
Shelter ..o,
Gross rents paid by tenants ...
Expenses (taxzs, insurance, etc.) paid by
OWIET OCCUPANES ..o
Net impuied residential rent and imputed resi-
dential capital consumption allowance ......
OBEL oo

3

1

Household Operation ....o........cooocovereien . 12.
1

1

G

Fuel
Electricity
Gas
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1.5
1.2
1.2
1.9
2.9
3 ati 12.6
Strect Car, railway and other fares ................ 1.7
New eutomo‘r‘ilcs, used automobiles (net)
and house trailers ... 6.3
Automoive operating eXpenses oo 4.6
Personal and Medical Care and Death Expenses 8.9
Rfedical and drzmal care ................................ 1.9
4.3
2.7
Aiiscellaneous 12.4
Motion picture theattes oo 0.2
“\’c'.vspapcrs and magazines ... 1.0
Net expenditure abroad ...l 0.3
BT e
GRAND TOTAL
Durable GOOAS oo .
Major durable goods .. 10.6
Miscellaneous dL:ablc SO0GS i 1.6
Non-Durable Goods 48.3
Services 39.5
Other sources of information on sales in an area

are wholesale firms and trade organizations.

“The final step is that of selecting the exact site.
For a small independent operator who is going 0
locate in an cstablished business coramunity, this often
amounts to taking whatever is available. But if there
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cheice at all, rinciples which
check list bassd
these principles together with an occupancy map of
the co:nrnunify which you have chosen, in order to
select the best poombl\, among the available places.
These occupancy maps may bc obtained from com-
mercial map companies or from real estate offices. They
show the type of business situated at each site along
each street.
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Affinities—The first thing to consider is the
of your nmghboms Certain retail stores

matter
seek to avoid

other stores of the same E-: nd f r fear of losing sales
to them. Gther s te near stores w’nlf‘h

are complement to increase their
sals. In sclect id be guide—.a by
tbesc “ampitles ighibour-
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eri call me of the more
.;‘.L_;Ofx ant a*h.a-tz.cs for ceniral shopping districts are
iisted below.

Tyre oF BuUsiNESs Suourp Locate NEear

Departmeat Stores ... Women’s clothing, shoe, variety,
men’s  furnishings, miilinery
stores.

Variety Stores .......... Women’s ciothing, shoe, depart-
nient, jewellery, men’s furnish-
ings, millinery stores.

Furniture ... Restavrants, men’s furnishings,

shoe, women’s clothing stores.

.................... Restaurants, women’s clothing,

drug, shoe stores. ,

Theatres ..o Restaurants, iewellery, men’s fur-

nishings, shoe stores.

Variety, department, shoe stores.

................ Women’s clothing, variety, shoe,

department stores.

Florisfs

Women’s Clothing ...
Millinery
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Afen’s Furnishings . Restwurants, theatres, {urniture,
men’s shoe stores.

Haberdashery ... Tewellery, men’s furnishing
stores.

Fur o Furniture stores, florists, shoe
stores.

Candy Stores ............ Theatres, jewellery, variety
stores, florists. )

Tobacco Stores ... 5hos and jewellery stores,
theatres.

Restaurants ... Tlorists, theatres, furaiture,

Furnitnze store
.Furniture stores.
Tlorists, theatres, jewsllery
stares.

.Anywhere except near a depart-
ment or variety store.

Anywhere cxcept near furniture
stores.

Seldom in central shopping
districts.

[ES YR SIRCEA VS

Trafic Flow—The importance of traffic, both
vehicular and pedestrian, varies with the business.
Some lincs of business scek locations with maximum
irafic flow because of the enlarged volume of sales
this traffic brings. Nevcrtheless, the make-up of traffic
rather than its mere quantity is the factor of prime
iniportance. Some traffic, such as housewives who go
downtown between 10 a.m. and 4 p.m., contains a
larue percentage of shoppers, while other traffic, such
as office workers on their way to work, contains a low
percentage. For cerfain types of shops, potential
proprigtors are interested in only a fraction of the total
number of customers passing prospective locations.
For example, if you arc opening a women’s hat shop,

;ou will be interested only in the number of female
i g the site.
' get traffic counts from municipalities
transit companies, real cstate brokers, or ine
research organizations who provide this type of service.
Cr you can make your own trafiic

Methods of making traflie connts vary. Counts are
usually taken for half hour periods at the en
block and immediately in front o
Some firms take counts during th
is open, while other mre

KD

entire time the store
fer to take counts only during

i aagisct h - o 33
{be busiest hours, Some firms, sciling a variety of
merchandise, and therefore intercsted in ; ;

mlm ~ 3

i
st . 2
Kinds of wea of the week, and
a

at different h ys, local evenfs
a'nd construction in the vicinity the proposad Im:a:
tion will all affect the flow of iraffic past it.
' Cn the basis of such iraffic counts, two or more
sites can be rated from the point of view of the
potential customaers passing them. Give the hishest
customer trafiic site a 100 percent rating and gradz the
others in relation to it. If your capital is small, it may
be that when you consider the higher rent charged at a
100 percent location, you will find it more profitable
to locate at a 75 percent, or some other location.

~ Transportation—Another important consideration
s the availability of transportation facilities. Sites near
Important street railway intcrsections and tranmsfer
points are highly desirable, and are known as natural
locations, They have definite advantages ov r other

1 . .
{ocations in bad weather. You should appraice irans-
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porlation facilities in reladon w other {aciors. For
mstanee, i you ace in the millisery or women's apparel
bausiness in the central shopping district or in an

l‘”[l\’.‘.‘.ﬁ shopping centre, tzy to lccate on th, right

residential district. If you ar pcnn@ a service ::‘aticm
yOur cm snodd ¢ on a maii Lwh\.aj or traflic artery

¢ 2 block in cither direc-
be station shouid be on
c near side, 50 as L0 give
T ot to stop.
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iz increasing number of customers
-, c.J.eLgL.ue narking space shounld
ally importam for grocery

groverizs any distance

hibouring Buildings—Some sites are undesir-
e

able & of the buildiags next to them. Locations
noa argges, cemeteries, railroad yards, blufis
and hil would be carefal iy con- idered Because they
may be unat raciive to customers. The age and condi-

1

tion of surroundiug buildings should be considered as

well as the type of customer they atiract, “acant build—
ings may be bad neighbours. It is well to know wheth
the b-,nh_mc you are thinking of occupymg was empty
for any considerable le length of time, and if so, why.

3,

Lease—TThe type of lease available is an important
consideration. The lease which provides for a fixed
monthiy or annual rental regardiess of business condi-
tions is advantageous (0 a businessman If times are
good, but in a depress;on it can be a mzjor handicap.
The percentage lease partially overcomes this handicap.
Still better is the graduated percentage lease in which
the rental is a grudumcm pereentage of the store’s
volume of szles. This means a higher rent in booms,
and a lower ong in depression.

The length of the 1"‘1\9 is a
carefully. Xf yoa are just st in bust n,,ss,
of a year or two is pr ODabIU the 10-.c, st you should
sige. f his will give you time to try out the site and
sce if it is satisfactory. If you can obiain a lease which
is renewabla at your opticn, you can retain or give up
the site as you wish.



1 which wili
iirecied fowards
511l helo to prevent
A specific
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sHoaspedts of policy

vour firm agninst the unsatting effeets

A sound policy will meet the nseds of the cus-
! wish io reach. Reaching your customers
:éuires that policy be a planned developraent rather
an a series of piecemeal decisions taken on the spur

¢ moment t¢ gain a temporary profit. For the
guidance of both your employees and your eustomers,
thesz policies must be clear and definite. They shouhﬁ
be consistently applicd so as to prevent charJges of
favouritism. Your policy should promote a ueﬁfiltc
character for your siore, not oniy‘ to atiract the
customers vou wish to reach, but also to give '}’-OUF
store some protection against direct price compet;tzon}.f
Finzily, your store¢ policy must have' some (uj‘c(‘g_rcc'?c
{lexibility so that it ean, without losing its distincily
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chavacter, adius
around it,

Before going into a detailed discussion of ih

matters underlying your choice of particviar policies,
it might be well o indicate the scope of retail aiore

policy.

AL Mrrogsanpisg |

3. Assortments within Hucs
4. Guality of merchandise
~ .

3. Styie considerations

B. Price Poricy

I General: high or low nrices

2. Dissounts

3. Number of prices in a Kne of goods
C. PROMOTIONAL

Your choice:

PoLicy

highly promational store or a
more conservasive fype?

D. SERvICE Poricy

Personal service or self-service

Credit

Delivery

Returns and adjustments

Telephone and mail orders

Alterations

Parking

N B W e

352825 .
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A gaod slore policy is not developed by chatice:
about a number of

important factors.
1. CoNsDER THE COWSUMER POPULATION YOU ARE
AIMING AT
L if vou had the inclination, you could not
serve all croups of COLSUMICTS Of CYER QNG group with
4t its meeds. So yon must decide which group of
cusiomers vou will servet. Consider the income-evel
s you are aiming ai; this will be lmportant
ing the auzbity of merchandise you will
Sing may be an imporiant consilern-
such as appuiel, Oac of the ways
§

o i

I
characier i te cater o

H Fir . EEV e I+ a
A pevhig AT ags grodp. Inosgme Ypes ¢ Store 10 may

i It} : e ad
cessery to appeal to either men or women, but

Lo one
set 1o both, for sometimes members of the one sex
do met ware to buy cortain sriicles in the same store

members of the other sex. Then agein, the customers
aim a2t jpay have certain definite buying habits

o account—such as a demand

1

for delivery or credit or @ preference for ceriain foods.

2. AparT Your Porlcies To Your CAPITAL

Another very Importamt factor to consider in
thinking out your store pciicies is the amount of
capital you have available in the form of your owd
funds, bank Joans, or trade credit. Somctimes retail
failure, supposecly duc to insuffictent capital, is reaI@y
due to a lack of policy or one that is unsound in
relation to the capital available.

18¢e Chapler 4, pp. 43, for detail metheds of ¢stimating sales
yolume.
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_In adjusting your policy to vour cepital, ven must
consider four types of expense: fixed asse 8, current
assels, cherating costs, and losses during vour initial
period of operation.

Fived Assets—Of course it is absolutely esscntial
that you have a store building in which to CAECY on
your business. It is sound policy not to build or buy a
bu‘iiding if a suitable building can be rented. Suitable in
this case means consistent with 2l other aspests of your
storz policy. A young business should be free of the
added cost and responsibility of building ownershi

especially 3 the eaphtal of e propricior is limited.
But it is most Hikel ; ing you rent wiil
S

rrapien remeeriall \ L . - 1t -
reduite remodeiiing i ICCOraiing a4 iN oSt cases

3 to pay i The oppearapce
of the store, both inside and cuiside, shiculd be of the
ty'p'c witich will appeal to the group of customers you
wishh to serve,

Fixtures and Eguipment—The number and kind
of fixtures you have in your store will depend te
arge extent on the iype of stare, the tyze of servic
rerdered, and the number of lines of goods in the
store. Obviously, the type of Rxture required for a
grocevy store is difierent from that needed in a men's
Wear siop. In food storss, -the type of fixture and
indeed the entire layout will depend on whether the
store s to be a self-service groceteria or net. If frozen
foods are to be handled, special equipment will be
nccessary. Generally, any type of store which relies
on customer seli-service will require different fxtures
than ome in which the employees provide a great deal
of personal service. If you scll on credit, you should
plan on making some outlay on such things as ledgers,
typewriters, accounfing machines, adding machines,
and files. Also, you should have a safe in which to
store your accourts receivable and other documentation

562825}
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ont insurance books and stamps,
ion records, municipal or provicial
which should be treuted as carciully

bt ]

] rpquireim in
Asseis—Total capital requirements

Trveent | ‘ ents in
fﬂ“w; very lareely determined by merchandise
stoibine Gre VOIy iargell - I e
e -orv. Tnventory size and type, In turm, aro :,(?:,
ned Bt the business and by m?
: i rent types of business need
. ent iy woed
x tory in order to produce
] g, For instance, the 1M\wcu11y
by a2 store (o produce 31,080 wosta
i a / § . | T
wws 15 magy Umes the inveniory required by a
Siatfs 1 INLAAl T basdane a Lil )
N ii«ﬁ +5 sroduce the same amcunt. ©rom
nitchicr shop 1O procul

' )
in=.'cntcr;.’-=.urx,1m'e:-rat'{os you CEﬂ: gﬂct an. ;f:lﬁv%f‘tu;iz
avergee inventory required to prodac.,:m:y Z i
:;*,- cales for a particular type of ?usm_x:sg .
1 Canada, individual reports are 1ssue

d by the

. t it
i of igtics i = pn the operaling roesul
Bureay of Statistics 1n Ottawa on t 3 J?M“A::; ults
s - number of differsnt fypes Of IRGCPINOCDC v
Ol A DU Glireld 5

T ypes .
hese may be ordersd from:

0Dy * From ihese re-
v-five cents per copy and up. ¥ro

at Lwenty : i ¢
; arts vou can find out a gréat deal about the cost
2 b !

operating 2 small business.
Cicar-cut ob
your capital requirements. A
giricled comsumer group may
more pencral appeal to a }arger_ gLIoup. n
i, | redit business is dong, <
Apain,ifac
required to finance your :icw.;
iderable amount of
be a consideradle amod f m :
needed is ton high, it might be well to rely on
10K )

icetives enable you to ecopomize on
specific appeal to a I8~
be more eflective than &

apital will be
connts receivable. This may

money. If the amount
a cash
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sales policy cven if it means that your potential sales
volume will be lower.

Initial Period of Operation—You would do well
to plan on having deficits during the first weeks or
monihs of operation while your store becomes kaown
and attracts a sicady clientcle. You will have operating
expenses such as light, heat, and employecs’ wages dur-
ing this first period, and your sales will probably be
smail and only erow gracdually.

I your capltal is limited, a proper choice of policy
can help you reduce these initial losses. If a store is sot
oy during a period of temporary depression, it will tend
to have lower initial losses if ils policy is one of ccon-
oty tather than of quality 2nd exclusiveness. Avoid-
ance of novel goods or novel methods of operation will
2ise help toward this end. Stores handling mediom-
vriced shopping or convenience goods aliract sales
more quickly than specialty storesl,

Stores which appzal to eustemers on the strength
of quality and service will often have hisher fixed cosis,
vecause those who buy on this basis prefer a store with
an cxpeusive appearance. Furthermore, cstablishing
such a stoie’s personality requires time, so that the
period of initial osses is likely to be longer, Hence your
capital requirements will pormally be higher for this
type of store than for one featuring zConGmy prices.

3. Apapr YouRr Poricy To Your Own ABILITIES

Your policies ought also to be adapted to your
personal ability, your expericnee, and your knowledge
of merchandise. This is a mziter of crucial importance.
Prosperous grocery businesscs have been ruined when
the proprietors added a fresh meat business withs
having eny knowledge of how to buy, cut and 55l A

*Tor the meaning of the terms "shopping goods”, “convenience
goods”, and “specially zoods, see Chapler 4, pp. 39.



¢ business sheald have an ant-
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bochieepiug and account:..‘nig_; or if
1 make sure that one of his em-
Riany a svecessful business
in which case, the owner’s
vore of the typs which conld be
icular business -epvironment.
ine of business for which

A APAPT YOUR POLICY TC YOUR COMPETITION
R Tind of store

ATC existing
ich is growing
£ 0

dor.
o

a
[
ongll

tiere is a very large new housing project aex-m cpened
: ; .5 {here py be reom for you to develop a
S - v he ahle t
s volume. Similarly, you may be able to
ic if the existing shops give madequaﬁ
. i 7 H b allowe
service, or price their goeds too 11]1;;}1, or navgial.o ;
their stock of goods to bacome obsolete. On the other
heir stock jo2a]
. .

hand, if a given area has what seems at first to be
inradzguate shops, this may be because the area is too
smail 0 support shops of the sort you have in mind.

i store in an arca where there
is already a successful business, you I1avc1two zﬁtcrna-l
tives before you. The one is to Imitaie the successlfui
store. This you siiculd do only if th::re is a Iargg e}noug ;
consumer population. Remember that if two stores ar
much alike, consumers will shop on ihe basis ozi 1,31’1::(3é
The other alternative is to develop a store difficren

5

Ve

frony thul of your competitor—<iffcient in seivice, qual-
ity or price level. Again, do this only if you are sure
there is an adequate sales potential.

Your financial strength will determine the extent
to which vou can

neriod

ch a a very

© hugh-service policy unless

¥ou are ready to stand losses for a considersble weriod

of time. ¥n a prospecous period, when cuslomers
tey, "

likely to iz

1
of depression,

Tyjer} e
high-price,

arc
up”, It is not wise to establish tco
lovepriced a store. On the other zand, it is unwise to
cempietcly change the character of vour store across
the business cycie let us say, from a high-price, high-
service stos in a prosperous peiicd to a low-price,
low-service store in the depression in an sltempt to
get the best of hoth sttvations. Changing the character
of & store will lose you one gioup of cuslomers, and
foree you o compate for ¢he trade of anotier £Zroun
which customarily shops somewhers else. After you

wlie
have established your store, n wise policy is to keep it
in its place in the scale of high and low-price stores,
lowering prices in a depression, raising them in a boom,
but always staying in the same wzneral place with
respect o your competition which presumably will also
be raising or lowering prices.

INTEGRATION OF PoLICY

Location—As the question of where to locate
your store was taken up at length in Chapter IV, the
matter will only be menticued here. The two chicf
things to kecp in mind in intcgrating your location
policy with other aspects of poliey are: (1) locate your




reach th Jsumer groups it is

e n
pw) (-}
(2) keep your location consistent

Lguipment—DNhiake your building
to the group of customers you
nt type of building is required

a very wealthy clientcle than
whose incomes are in the

I3

—

r vty

0

W

your storc-front, sigas, and
the store should be in keeping
ded floor displays or windew

your main appeal is low
rely out of place if your policy

amount of foor space wiil have to be greater
ze is uneven during the day than If it is

The number of display fixtures will have
to- be larger and the twype of fixture appropriate if
for 2 customer self-service policy.

o

in
Type of Goods—You must decide what related
lines you will have in your store, their quality, the
number of units you will stock, and the proper inven-
tory-sales ratic. Equally important decisions must be
made about the emphasis to be placed on style. The
quality and style of merchandise must be conszstc?nt
vith the customer group you aim at and also with
vour promotional policy. Heavily proemoted, high-style
clothing in a modernistic building will probably appeal

to 2 younger group of men. It is not likely to have the
same appeal for older men. Novelty goods will have
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than more stapic types, because
mark-downs or dead stock are likely to make up a
larger fraction of you
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Prices—An important group of decisions must be
made about prices. The general level of prices must
be related to your store’s service policy and the income
groups you intend to atiract. If you wish to attract
several income groups, vou should have more than
onc price within a given linc of goods. Usually, three
price lincs are caivied. For cxample, a shoe store
may carry men’s brogues- priced at $14.95, $186.95,
and $27.95 to apoeal to men of varying incomes in the
middlc-to-upper income brackets. A store aiming at
lower inccme s would probubly carry men’s

.85, and §12.95. The number of
price lines must also be related to your working capital,
for a large number of price lines raises your working
capital requirenients.

1

Again, there should be consistency as to price
among all the different lines of goods carried in the
same store. For example, you should not carry $40.00
men’s suits and then stock men’s shoes at $28.00 per
pair, for the group which buys the one articlc will
not buy the other; if your store appeals to the man
who can afford the shocs, it probably would frighten
away the man who wants the suit. Trying to appeal
to too great a range of incomes is usually poor policy
for it means that those shops which specialize in ap-
pealing to particular groups will have wider sclections of
the appropriate goods.

Prices must take account of competition also. You
should or should not meet the lowest prices of com-
petitors depending chiefly on circumstances. It may not
be financially feasible for you to try to meet the prices
of a much larger, stronger conpetitor, Again, doing so
might destroy the rcputation of your store for quality
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in relation to your overall pohcy.
considerations, a new shou
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sell for a price that wi 1 cover direct costs and make
some contribution towards your fixed costs. If the new
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profitability of the two.
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Sales Promotion—Sales can be promoted by
window display, intericr display, personal s.al.csman-
ship, advertising and special dispiays. Advertising can
make use of one or more of several media—news-
papers, radio, television, mail or handbills.——'—\jzhﬂe
special displays include those at fzirs or exhibitions.

[

4]
4

Your promotionsl policy s
group at whom it is aime
acter and its merchandise

ould appeal to the consumer

2 with the store char-
, and bz consisient over a
period of time. For exaup grom;ﬂes drugs, or small
household itcins can be promoted succ:(,ssfuﬂy by hand-
bills, but if handbills were used to advertice furs or

1 aarer
C agie

chzl’er they would e“u:' to cheapen these items
in the rnvna 01 :ne consume I ‘picnsive ifems can be
promeied n dutables, person

saﬂPS’"ﬂ.ar*cP éhou;h the edven
ing It m and other durables is done
largely b

Cre: credit seles is deali
with at 1 - 8, little will be s2id abeut it
here cxccpt to omt ‘out how it should he integrated
in over-a service means higher prices,
it does asily with economy prices. Certain
groups of pecple such as fishemmen or farmers may
require credit over extended periuds of time until the
catch is landed and sold, or until the crop is harvested.

such as houschold

rables often mu zdit (instalment buy-
) if they are to be sold in volume, while variety

stores or restaurants do not sell on credit at all
Delivery service and credit sales usually go together,
as customers expect them to.

Delivery—In larger centres you will have a choice
of three types of delivery service: one owned by your-
self; one owned and operated jointly by yourself and
other busincsses; and one owned by a separate concern
which sells its services to you and to other businessmen.
Compare the relative cost of each type of service and
relate the cost to your price policy. Also, think of the
type of service in relation to your promotional policy;
a good way to build up goodwill is to have your cwn
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IR new products has been dealt
with cbove, it Wil not ba discussed at leagth here. Toy
to find out if the demand for a new product is likely
to be a susizined demand or a temporary fad. Find
out if consumer tasies are changing by keeping &
record of calls for merchandise not in stock, or any
expression of dissatisfaction with sales or service.

Vatch the practices of your cempetitors, and read
de publications for news of new products or treads
general ouying habits,

tra
1

New retziling methods may be made necessary by

chznoing conditions or a new COI’;’]"CU._OI‘ in the arca.
= =]

sce how it worl
successful, ask v
FOUT t‘:pc of uJSIuL, 3

Arother 5 uotion whzch may cal for rcviscd retail
policies 1s & shift in hoppmtf arcas. Such a shift may
occur because of altered urban uans’?m ation coutes,
changes In the character of the shopping arce, shifts
in residential arcas of t'r‘;é tyne your store caters
ta, or the establishment i
p{ants 'vn'*n such chatges ogour, vou face ﬂ 10;(:3

1
your store policics |
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tenange of proper records and accounts is
¢ f?.ctors qﬂ"z':iial 1o the success of a small
iy ] veys which have Deen made In an
attempt 1o And out v E;y so meny small businesses fail

Intge percentsge of those which have
wer ¥ept imadeguete recerds or
at eil. YWhile record keeping will pot insure your
¢, it will keep you informed as to progress of
i 1 disciose faults in operation which
5 if not detected in time.

ther reasons for keeping proper
banks require flnancial siate-
vancing credit, as would anyods ia-
esting new capiial or any prospeciive
interest in the business. Income Tax
ans requite definite supuomag evidence of all
iransactions undertaken during the year, while the
Custorns and Excise Branch and varicus other govern-
ment agencies, both Federal end provincial, with which
vour particular indusicy may be concerned, requiré
that certain information be reported periodically.

in ordar to give all the information you require,
records should not be complicated nor too greatly
deteiled, but should be as simple as possibie and
require & minimunt amount of time ’to maintain.
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expect

professional accountant, from whom you may
the best and most 1zp~to—dme dwce ava ble as i
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viding avditing services. W‘ﬂ'{lc cmcia’uv printed forms

arc not esseniial, (standard ruled £ -orms, UU"‘IC"LLd to fit

2 lcose-leaf binder being obtainable from any Cﬁﬁce

stationery supply house), vou and your auditor should

not overicok the fact that there is available to you the

fx_dv?cr’ and ﬂﬂ;sistmce fn“ & niunber of naticnally known
1

the like, ?s \"ell as d'*

1y . hcir prouucis are
designed fo provide ail necesstry accouniing informa-
tiom with the expenditure of a minimum of time an
labour
.
£ RS 1
Acepunling Records

The accouniing records and procedurcs of a
manufaciurer or PIOCCS.: :r are somewhat more invelved
than those of a wholesaler or retailer who buys goods
ready for sale. For the sake of EHUSLI'EL_OH, the follow-
ing iz considered an u(:(.Ci{E‘df.'b s2t of accounts and
accounting records for a small or medivm wholesale
or refail sales -bosiness, dealing with its customers on
the basis of both cash and credit;

i. Puncrase Hoox or ACCOUNTS PAYABLE REGISTER

In this book should be recorded all purchase in-
voices. It should be a bock containing approximately
ten eclumns which could be headed up as follows:
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Lo 59
' 3 ! b - 3. Sarnes Boox OR ACCOUNTS REcrivasne Reoiston
! ! r. Dr. D, . Dr. . ) :
; L Credi- |Accounts) Mer- [General] Main- | Sundry in ihis beok should be recorced all charge sales.
H 1 ior's | Payable | chon- |Lsxpense; tcnance ?i‘obnmy OIlI}’ four or five columnns will be redfu vired.
LD i Nanwe dise rd
! ‘ Repairs T
| ; Accou ‘ Accounis
: ; Teeount Debror's Receivable Sales Cr.
5 . Date Matizies De, Cr. | Dr. Cr. Sty
i
H
i
Aceoui
]
i
{
’ i
2. Ciipqui KESISTER - : T I
il Q k] A oty [ Y- YL T-T. e =
Tem alie T- P S - E3 I M PR ale is madse Acccunts Recelvsble is
T ihis book should b2 .r:»kr.t(_\_u G L,;:CC}-_L.CS 138GEG. s credited :i'i ‘""'Cﬂ ‘-, ) .
. 2 edited and when a credit note is
e, the | is credited and th s . ¢

iy
cr‘.‘. of an 111110'{:{“ wh;__ has

ceount iz dehited, _ In this bosk, aii. a.h receivéd ig recerdea. Whm
cash is recetved A t

. or. or. . ihe sale had Boen previou 'i'y recorded m the "a'es Bock
i Clhegusz mo | dccownts | Perty De. Dr. : deseribed in {3) 2bove or Cesh Sales Is credited. Wher
§ Dare i Payanle to | Bank | Payable Cash | Salaries | Sundry a da nosg 13 made in the bank, Cash Is credited and
| Chegye No. Accouitt Bank is debited.
Dr. Cr. ¢ Cr.
Dute | Received from | Rank Accounts Cash Srndry

Receivable Sales

Account

I deet "\.Te, a separate payroil record may be main-
tained howing all deductions, ete.



¥ Lusiness forms can p"ovide
ritten continuous form automatic
3 whether cash or
iment.of cash. This
"“h "Pmcf T, e
out for custoz*ler

T S
.KGG in ihe *w ste

3. GeneEral JourNnAL

1
1
} Date Accounts Dr. Cr.
§

¢ recorded minor disbursements. A
cheque is usually d awn for petty cash for a round
amount. When the fund is nea tly depleted, another
cheque is drawn for the amount spent.

Cr. Dr, Dr. Dr. Dr.
Date | Description of | Peity | Mer- | General | Maint. | Suadry
Disbursement | Cash | chandise| Expense| and
: Repairs

Account

In addition t 116)
ord of all sales might bc mamu m_ed for purposes of
recording sales tax payable, showing 1
information.

Sales HNon Amount
Date Cash  Credit Total Tuxable | Taxchble | of Tax

14 =

1= ge1 eral ledger is kcpt

; et, abzh-.y cao't ac-
count, income account and expense account. Totals
posted from each of the books of original entry at the
end of each month.

BANK
Folio
Dare No. Dr. Cr. Balance

It is very important to inscrt the date and. the
folic number when posting the ledger. The folic num-
ber cnables you to trace the entry back to the book
of original eniry.

(b) Accounts Payable L<izer. A separate ac-
count is kept for each credilcr, Postings are made
usually from the purchase book an:d 1"~ cheque register.
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The term “credit” indicates belief in a man’s
aui 13 and willingness to pay a debt. Whencver any
other businessman sells you mods or lends you money
on ‘* L..w:,mn-unw that vou we o Uu.} {or the goods
ha 1o an ?f scme future date, hie is L\i{md;'w
Tedi ur ereditor, and you are his debtor.
s 1hen wvour duf_v to manage your business so that
ozn or discharge the debi on the
a1 and your cu,duor have awreefi.

g use credit, and termas on which 10 accwt 1i.'.

The discussion which feilows gives a somewhat
simplified picture of the use of credit and the scrvices
of credit Institntions and is intended only as an intro-
duction to these matters. It should Lu walized that
there are many excepiions to ihe interest rates men-
tioned throughout the fext, Particular circumstances
and personal factors enter into ihe making of loans,
and the rate og any partir‘u} ¢ loan is a matier for
necotiation between lender and borrower.

B d

Flow o Use Credit

Lu
Jure

Use credit as a money-making tool. You should
treat credit as you would adequate lighting, a new
nachine, or a more efficient display counter. Each of
these things costs money, and you would install and
use any one of them only because it would increase
your net sales more than your costs. Similarly, you

‘Because onee you have bought them, o

should use eoredit only when s use will increass
your net saies by an amount grealcr i
cost of accepling sueh credit,

The only time you should break this ru]e is when
your firm runs into a serious but temporary Anancial
reverse, Lhen you may have to borrow mercly to pull
yourself out of the difficulty. You should make suw,
however, that the reverse is purcly a femporary one.
Perhaps your competitors are marketing an improved
product and you must {ollow sult in order to compete.
Or, pechaps they have added some device for shonpers
convenience which vou must meet if your store is to
coniiiue o draw trade. Vou must react quickly io these
sifuations to stay in b’!Si‘T’Sb and you may nced to
borrow o da it But you cannct make up for ineMiciont

employces, slorny Gusiness praciice, or poor locstic
by ficanetal pump-prircing. Such deep-zeated difh 1ic
need more - treatment than the f,.fujcrary Ty
given by a loan.

As o safeguard against fnancial roverses, you
should ook ahecad for five or more years. You shonid
draw up aitcraative sets of plans to meet varying busi-
ngss condifions, and decide what types and amouwnts
of credit arc necessary to put thase slans into opera-
tion.

ian ihe fota

\-U'-‘ o]

e §irpacis
When to Use Credit

There are two main purposes for which credit is
used. The first of these is the acouisition of fixed assets,
Fixed asscis are physical objects which are not ordi~
narily sold in the course of business, but which are
retained in it and worn out gradually during their
period of use. The cost of such objects is a fixed cost,
Jr cost romains
constant regardless of vour sales volume. Included in



















velopment Bank was cetablished
t4 19 help finance Canadian bus-
vired finuucing is not available from
reasonable terms apd conditions.
7 usually takes the ferm of a term loan
sevinad by morigage on the bulldings and equipment
of e borrowing business.

DCEWNERAL REQUIREMENTS

virements can oo onet:

REGUIRED FCR A BUSINESS IN

iDR can provide fonancial assistance (o aimost

cvery type of buc.ncm including manufasturing and
comnercinl  businesses, retail trade,
voand lary ndustey, tourist regreational

construciion frades, professiona
ratton, and oifer businesses as well.
few types of businesses which are
spropriate for IDB assistance

2. Tri REGUIRED FINANCING IS NOT AVAILABRLE FROM
("R GURCES ON REASOMARLE TERMS AND CON-
DITIONS

OP's function is to supnplement the services
of aiher lenders. Where there is a possibility that
required financing can be obiained on reasonable terms
onditions from sources other than DB, such

and ce
ppeasibilisies should be investigeted beiore an approach
s made o IDB

O et sources of fands include financial assistance

1.

provided for cortain categorics 0*" business by legisla-

wh
2

tion such as Small Business Loans Act, Farm Improve-
ment Loans Act, Tisheries Improvement Loans Act,
and [arm Credit Act.

ID3 gives partienlar consideration to the financial
neads of small businesses. About 70 per ceat of loans
approved by the Bank are for amounts of $50, 0("0 or
less. The Baek alsc makes Iarfex loans, but the Jarger
ihe amount reguired the greater is the possi ox,ht' that
the required financing is availal Ic on ;CISOH”*; [
and condilicns from oiher sourcss, such
lenders or by public inancing.

1,

Lo PR . - i
3. THERE I8 A REASOMABLE awfcux 0 INVESEsD (OR TO
BRIV ,UTED} M THE DUSTNESS BY TERSGNS OTIIER
THAN THE BANK.

4. TUTURE EARNINGS OF THE RUSINESS A% LPECTED
TO B8R SUFFICIENT TO REPAY ;Dn AND TO PRGVY
FOR OTIHER MEEDS OF THE BUSIND

e

e Bank must be satisfied that the proposal i
sound and that management is capable.

5.

=
]
b

AS SECURITY WILL PRQVIDE
10N FOR THE BANK.

”UQ"CSZS FOR WHICH IDB LENDS
IDB provides financing o help establish, cxpand

and modernize Canadian businesses. IDDB 1oans are
usually for one of the following purposes:

1. To FINANCE THE PURCHASE OF FIXED ASSETS.

Mest IDEB loans are used to purchase land and
huilidings, to alter or extend existing buildings, to con-
struct new buildings, or to purchase machipery and
equipment.
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A brochure with more detail on the Corporation’s
program may be obtained by writing to: SEDCO,
Power Building, Regina, Saskatchewan,

Trust, Mortgage and Insurance Companics

Trust, mortgage and insurance companics make
long-term loans secured by mortgages on buildings
and land. Since most mortgage loans are granted on
residential property, these institutions arc not of pri-

ary interest to the small businessman.

However, it may be useful to know that insofar
as these companies do make morigage loans to business,
they arc interested in property that has a variety of
_uses. They prefer not to lend where the premises are
highly specialized and therefore not adaptable to the
needs of different businesses. The prcferrcd type of
building is one adaptable to any type of merchandising
and located in a busy shopping district. The lcndmc
company wants to be sure that it can casily scll the
property in casc the loan is not rcpazd

The amount which you can Lo*row will depend
upon the value of the property, but the lending com-
pany will probably not lend morc than 45 to 60 pe
ceat of thc promerty’s normal value, depending on
circumstances. 1 term of the loan can vary widely,
and may be for a period as long as 20 ycars.

Factoring Companies

Factoring companies are concerns which specialize
in buying outright and without recourse, the accounts
receivable of their clients. The client concerned relies

on his factor’s advicc as to what trade credit he should .

extend. He then ships his merchandisc to his customer
and transfers the account receivable without recourse,

oud
-
w

to his factor. The factor thereupon assumes the full
credit risk and absorbs all credit losses and collection
expenses in conneciion with the receivables he has
purchased. v

While there are only a fcw factoring companies in
Canada, they do an important amount of business.

Factoring companics service manufacturers and
wholesalers cngaged in the production and selling of
items in which thcre is a coniinuing or “repeat” busi-
ness, such as shoes, textiles of all Lmd;, manufactured
articles and even raw materials such as lumber and
building supplies, and so forth.

Factoring companies also will advance
against the receivables purchased and thus convert
client’s receivables into cash as Ichlft,(x Fact
usually deal in receivables carrying terms of appro
mately 30 days to 90 days, but very often they
extend longer terms sometimes up to si:{
Generally speaking they deal in short-ter
receivable and do not handle long-term inst:zl':
sales. Cn the other hand, factors sometime ;

special medium-term loans secured by \nre’nm se e
ceipts or otherwise to their regular clients when smh
loans will help increase their clicats’ salcs.

The factor charges m.t est on the receivables dis-
counted, as well as a factoring comumission. This com-
mission is designed {0 rcmummtn the factor for
assuming the full credit risks on the receivables pur-
chased, as well as for undertaking the collection work
and absorbing all expenses connected therewith.

Finance, Discount and Accepinues

Among other inmstitutions that may assist the

would-be borrower in need of short-term credit are the




ious ioan comnanies. The business of these lending
rimarity that of lending to consumers for
ceds, but they do, as a secondary feature,
s for business purposes. '
A.nothcr source of short-term loans is mape up of
s variously known as Commereial Credit, Dis-
, Acéeptance or Instalment Finance companies.
i Yer from factors in that they do not
usually do not furnish collection
nagement advice. They lend moncy on
accounts or notcs rcc«:r.vub!e in mud:.

O
>
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v'°1 1“,' "'arehouse receipts as II as

ses of eguipmient which may

J

ity for the
c

omincrcial credit companies usually

Like factors
Iimit their loans to manufacturers’ or wholesalers’
cceivables.’ Branches of these companies are found
in any fairsized city. ’
Commercial Credit, Disccunt, Acceptance, or
Instalment Finance commmes deal with manufac-
t

turers, wholes and They do not deal
directly with consumers. 1urabxe goods are sold
on a time payment basis, the party making the sale

can discount the contract with one of the afore-
mentioned companies

In respect of loans up to $1,500, Small Loans
Companies and Money-Leaders are subject to the reg-
u!aiory provisions of the Small Loans Act, Statute
of the Parliament of Canada.

The Act requires that anyone wishing to make
ioans in enouats of $1,500 or less and to charge rates
in excess of onc per cent per month must first obtain

a licence. With a licence under the Act, the lender is
pewmtcd to charge a rate (inclusive of all charges)
not exceeding two per cent per month of the portion
of the outstanding balance not exceeding $300, plus
one per cent per month on the portion of the out-
standing balance excecding $30C but not excceding
$1,000, plus one-half of cne per cent per month on the
portion of the outstanding balance cxceeding $1,000
but not exceeding-$1,500, provided that Lhe term of
tu(‘,‘ loan does not excecd 20 months if it is for $500

r less, or 30 months if it is for more than $500 but
not more than $1,500. If the term of the loaun is longer,
the maximum charge permitted is oune per cent per
month.

These companies may make loans in cxcess of
$1,500 but SLCh loans are not subicct io the Act
and may be made at whatever rate and for whatever
term may be agrecd upon between the lender and the
borrower. The business of these lending finms is
rimarily that of lending to consumers for personal
nceds, but they do, as a secondary feature, make loans
for business purposes.

Credit Unions » :

If you are a member of 2 credit union, you may
be able to borrow from it for business purposes. The
usual security for such leans is a mortgage on build-
ings and cquipment, the interest charge is about eight
per cent on the unpaid balance, 2nd the term is usually
for less than five years.
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se of credit has grown cnormously in
in the postwar years. in some lines of

nd autes. insialment buyving has become

while in the operations of stores sell-

ih of goods. cash and carry is the main

¢ type of business you are entering there

be ne choice about your sclling on credit: cus-
amers’ habits and commpetition may determine the
matter for you.

If you go into a credit business either Jnough
choize or necessity, a well thought out credit policy is

essential, If used properly, eredit can build up your

i

szles volume and profits but, if uncontrolled, can lead
to insolvency and failure. '

Buying on Credit

Credit granted by suppliers can be an aid in
financing inventory. But, as pointed out in Chapter 7,
tradc credit is very expensive and its use should be
studied very carefully. If you use trade ecredit, be sure
that its cost is 'just'ﬁed and that you can meet the
terms laid down by your suppliers.

Above all, do not buy on credit simply because
a supplier demdv-, for example, that you are “good”
for a line of credit up to $3,000. Remember that the
main reason for having a stock of goods on hand is to

as }’011:\110}41 furniture, expensive ap-
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be able to satisfy your customer’s needs. If credit can
be uscd to build invesntory which will sell profitably,
it will be worthwhile to buy on credit, Buying any
other kind of inventory, on credit or otherwise, is a
waste of money.

You 1ggl bear in mind that one way of raising
money to buy inventory is o discount vour accounts
receivable with a collection agency or a chartered bank
as suggested on page 88,

‘~<}

in using trade credit, semember also that inven
ories are apt to be risky things. If you havs purchased

inventory at a given set of prices and the ’c vel of your

l.)
Snl]‘qn DI ‘ices is then forced down for any reason, your

ettt PAd
profit margin may be not only cut Lut may even be
turned into a Ioss Bo not let casy trade credit betray
you into building up excessive stocks of even the best-
selling merchandise, for your losses may be serious,

m short, cunua;m/ keep in anind two guestions
when thinking abouot buying on Crf’dlf (1) what will
ihis cx \,cm cost rnc and (2 can mcm m_/ supr}iers’

S

ADVANTAGES AND DISADVANTAGES

The chief advantage of elling on credit is that it
increases your sales. If you are in certain lines of busi-
ness, your volume may be very low unless you go into
the instalment sales field.

But sclling on credit has the disadvantage that it
adds to cost. This added cost has a threcfold aspect.

Firstly, when you scll to a customer on credit, you
are actually making him a loan. If your credit sales are

substantial, thesc “loans” will iie up a sizable sum of
96283—9




your money. ocnce more canital 18 required for a
credit business than for a cash business, and copital
Coasls money.

Secondly, there are bad debis to reckon with.
There will De times when veu cannot colleet your
a

-Il vour custorners. Matorally, you will
losses fmn bad debis to a minimbm,
hs 503 :d ihCSc consiitute a

y, customers’
There is cousiderable mork in takin

il Lm }:c:piwu scc-wn{‘;s, seadin

g crodit applica-
ciiernents, and
Tlicrc may be addi-
: v files, typewrilers,
and credit s fs on customers
rgmoa o ting agency. ,' vour credit business
grows large enstgh, you may even need one or mo
cmployess working exclusiy ety on credit accounts,

o
&oe

iy
=

I'yres 0F CREDIT SALE

Credit sales in !hr ; icld comprise two {ypes
of opsration: seiling an open of “charge” account, and
instalment sales. The I er may be Lnown as time-pay-
ment plan, budget p;an, deferred payment plan, easy
termis plan, convenient payment plan, or easy paymient
plan.

A credit sale is a profitable sale only when you
have collected the last dollar owing to you. IHence the
importance of selling on credit only to reliable cus-
tomers, and of knowing how to deal with them if they
hecome slow in mecting their obligations.

CENERAL PRINCIPLES

1. &now Your Cusiomers—The most impertant
auide in sellfng on eredit is a knowledge of your cus-
tomers, thelr means, and their legitimate nceds. Sales

- fl: renux necumulats the C:{?;..,‘_ nee of eredis
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on credit shouid be allowed ouly for real needs 2ad oot
for fuxury Itewss or possing fancles whic h customers
cennot afford.

Adlowing a customer to buy on emdit as a methed
of escaping from the linitations of an inadequate in-
come ultimately means trouble for both you and your
customier. Experience and cofun 1 sense are your prin-
cipal guides o5 to whather credit s justified.

Investigate thoroughly every new customer who
wishes 10 open a clwm or ing Pm account before
you extend the il large citics and
some smaller anes support crodit-rating burenux, These
'QA(F]U.

rr'hanxq orofessional people, and banks, as well ag

orruation from newspuperh, court records, and public
records. On the Gasis of such information a person or
firm is given a credit-rating, If there is a eredit burean
in your town, submit to it J‘E. application forms of new
aceounts and get reports on the eredit-rating of zll new
cusiomers. As weli, It i3 wise to register your old
accounts with the bureau. Credit ’“)uma"( can investi-
gate new customcers much more thoroughly than can
-an individual merchant,

When considering eredit szles to firms rather than
to individual consumers, rather differcnt methods apply.
The firm asking for eredit should be in sound financial
condition, have its accounts receivable in the proper
proportion to its other assefs, and have reliable manage-
ment. To learn about the scundness of a Arm, consuit
either a credit bureau or other suppliers whe have had
dealings with the firm.

4_r

2. Fxplain Yowr Credit Terms Clearly—You can
save yourself trouble if you explain to cach new cradii
customer the exact torms on which you cxtend the
credh privilege. This means, of course, that you must
9623383
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esioned to help you build a suecessful and well-con-

(X .

tralled crodit business. A sound credit pelicy can help
vou erormmously in building o prosperous crerprise.
Needless to say, to be successful your cregit pollcy
must be integeated with your general store pof.i-cy. &:o
bear in mind the general considerations given 10
Chapter 5 on “Retail Store Folicies”.

)
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Asl vourself what vou would do I either of the
following events cccurred on your premises.

An elderly lady, entering your grocery siore,
trips on the handiz of o mislaid breom, fails, breaks an
, and.sues vou for 55,600. :

A purglar smoshes your jewellery stors window
during the night and makes off with $2,000 in watchos,
ou can see that etincr of these event
you very serious finaneial loss or even ruia your busi-
ness completely, The purpose of insuranee is fo guard

<t

anainst just such losses as these, The premiums to bo

e

paid on an insurance policy arc small in comparisen
with the value of the asseis protected. To yun & b

without insurancs of any kind i a wery hazardous
undertaking, This is so widely recognized that there
are cirommstiances in which insurance Is required, for
instance, when a lender makes you 2 mortgage loan.

As insurance s a very complex subject, this
chapier will iry only to make you aware of the various
types available and the chief features of each type.
You should seek the advice of a reputable insurance
agent on the Insurance needs of vour particular busi-
Less.
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The loss or dustruction of a large investment in a
building, cquip: i, aad merchandise could put you
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these goods are manufactured or produced in Canada,
or imported from abroad. The list of items subject to
excise tax varies from time to time. It includes such
goods as cosmetics, matches, tobacco, jewellery, clocks,
record playing devices, radios, television sets, radio
and television tubes and cigarettes.

The procedure for filing returns and paying federal
excise taxes is similar to that for federal sales tax. If
you produce or manufacture a commodity subject to
excise tax, you must secure a licence and file a monthly
return.

There are no provincial excise fazes. ,

Complete details on federal sales and excise taxes
can be obtained from the Customs and Excise Division,
Department of National Revenue, Ottawa, Canada.
However, it should be pointed out that since both
federal sales and excise taxes are remitted by manu-
facturers and/or wholesalers, retailers are not con-
cerned with filing sales and/or excise returns, nor with
remitting taxes to the Department of National Revenue,
unless he is held to be the manufacturer or producer
of the .goods.

ProOVINCIAL SALES TaxEs

Nine provinces levy a direct retail sales tax on
most goods sold, used or consumed within the province.
Saskatchewan has a 4 per cent tax; Prince Edward
Island, Nova Scotia, Ontario, Manitoba and British
Columbia have a 5 per cent tax; New Brunswick and
Newfoundland have a 6 per cent levy; Quebec has an
8 per cent tax, a portion of which is remitted to
municipalities.

All nine levies are stnctly retail sales taxes. Retail
sales are defined as sales to consumers or users for

B R e T I B RN LTI
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pUTPOSES of consumptlon or use, not for resale. Each .

of the nine require vendors to obtain licence or reg1stra—
tion certificates.

The word ‘vendor’ includes all retailers as well as

manufacturers and wholesalers making retail sales. In~. -
actual practice, you are required to. register even-

though not_ selling at retail, in order to purchase
without tax those materials you buy for resale. Having .
registered, you are then in a positior to quote a
licence or certificate number providing you with the

means of claiming exemption from tax at the time of

purchasing your goods.
You are required to keep adequate reoords to

show taxable and non-taxable sales, purchases, goods

taken from stock for personal use, and tax collected.

Complete information can be obtamed from a D1str1ctf

Tax Office of the province concerned.

The municipal sales tax in the Province of Quebec -
is identical in scope with the provincial levy. The two " .
taxes are administered by the same organization and - |
are collected by the province through a single return. -

A vendor in taking out a licence for the provincial tax
levy automatically becomes registered for municipal

sales tax purposes. The amount of the municipal tax ,

is returned to the local centre minus a collectlon fee: .

CUSTOMS DUTIES - .. - . *. .

The Canadian Customs Tariff includes over 2,000 .

classifications, or tariff items and sub-items, with

differing criteria as .the basis for each. While the . :

majority of the classifications refer to specific commo-

dities, many classifications have been set up along lines .

of ‘material of chief component value’. Others refer

-solely to end use, some have class or kind ‘made or
not made in Canada’ as a basis for distinction, and still .~

96283—11 -
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others are combinations of the foregoing. Since the
structure of the Tariff is quite complicated, no further
description can be attempted here.

The rates of duty accompanying each tariff item
are set out in three columns. The first of these shows
the British Preferential Tariff rate which applies to
goods which are the growth, produce or manufacture
of British Commonwealth countries. The second co-
lumn shows the Most-Favoured-Nation Tariff rate
which-applies to goods imported from countries with
which Canada has made treaties entitling them to Most-

Favoured-Nation Tarifl treatment (e.g. all the mem-

bers of GATT which includes, among other countries,
the United States, France, Italy, Western Germany,
Belgium, Holland, Sweden, Norway and Denmark).
The third column shows the General Tariff rate, which
applies to goods coming from countries entitled to
neither the Brmsh Preferentlal Tanﬁ nor the Most-
Favoured-Nation Tariff rates.

Rates of duty are usually levied on an ‘ad valorem’
or ‘specific’ basis. The term ‘ad valorem’ refers to
duties charged as a percentage of the value of the
article, i.e. 74 per cent ad valorem. Specific duties are
duties charged per unit of weight or other measure of
quantity, i.e. five cents per pounds.

Value for duty is determined in accordance with
the provisions of the Customs Act, specifically Sec-
tion 35 to 40B inclusive. The more important of
these sections and the circumstances under whlch they
are invoked, are described hereunder.

The basic principle is set forth in section 36(1)
which reads as follows:

Section 36(1)—Subject to section 38, the value
for duty shall, notwithstanding any invoice or affidavit
to the contrary, be the fair market value, at the time
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when and place from which the goods were shipped

directly to Canada, of like goods when sold.
(a) to purchasers located at that place with whem

the vendor deals at arm’s length and who .

are at the same or substantially the same
trade level as the importer, and ‘

(b) in the same or -substantially the same

quantities for home consumption in the

ordinary course of trade under competitive ~

) cond_tlons. :
(2) and (3) of Section 36 which are fo be used in
applying subsection {1) as indicated above. Conting-
encies of distribution prevailing in the exporter’s do-
mestic market such as quantity diﬁerentials, articles
produced under private trade mark and sales which are
not considered to be at arm’s length, are covered by
subsection (2) and 3)..

Section 37, subject to section 38, provxdes that, in -

.. circumstances where similar but not like goods are sold

in the country of export, value for duty shall be cost
of production of the imported goods plus the same
gross profit percentage as is earned on cost of pro-
duction when similar goods are sold for home con~
sumption in the country of export.

Section 38(a) provides for cases where value for.

duty cannot be determined under section 36 or 37 for -
a number of reason i.e. like or similar goods are not

sold in the country of export or are not sold in such
country in the circumstances described in those sections.-
Section 38(b), (¢) and (d) provide that, the
value for duty of goods imported for assembling,
packaging or further manufacture, used or obsolete .
goods, remnants, close-ou‘rs discontinued or surplus
96283—113
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coods, job lots, leased but net sold in the country of
export, or goods imported to be used directly in the
process of manufacture or production of goods shall
be determined in such manner as the Minister pre-
scribes. : ‘

Section” 39 provides that, where the Minister is
satisfied Canadian industry has been injured or may
be injured by the importation of new or unused goods
at a value for duty less than cost of production plus a
reasonable amount for gross profit, he may so report to
the Governor in Council. The Governor in Council
may order that the value for duty, in such circum-
stances, be increased to an amount equal to the cost
of production thereof plus 2 reasonable advance for
gross profit, having regard to the gross profit generally
earned in that trade in the country of export. An order
under this subsection may be revoked at apy time by
the Governor in Courncil and, unless revoked sooner,
expires at the end of one year. . ’

In cases where insufficient information has been
furnished or is not available, Section 40 enables the
Minister to prescribe the manner of determining cost of
production, gross profit or fair market value, for pur-
poses of sections 36, 37 or 39. : ‘

Section 40A states that if value for duty as deter-
mined under the preceding sections is less than the
selling price to the purchaser, exclusive of all charges
thereon after their shipment from the country of
export, the value for duty shall be such selling price
less the amount, if eny, by which the fair market value
of the goods has decreased between the time of pur-
chase and the time of exportation. This section outlines
the circumstances under which internal taxes imposed
within the country of export are deductible in establish-
ing value for duty. Some other points covered by this
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section- are the conditions under which discounts are
dcdu-ctlble in determining value for duty, and who is
considered to be the importer when goods are shipped
to Canada on consignment. ‘

This same section sets out methods which may be
used in establishing value for duty where the market
price in the country of export of manufactured goods
or fresh fruits and vegetables had declined owing to
the advance of the season or marketing period.

Section 40B reads as set forth hereunder:

“(1) If the value for duty as determined u-nde;
sections 36 and 40A does not include ’

(a) the amount of any subsidy or drawb'ac:k
of Customs duty that has been allowed by
the Government of any other country, or

(&)

the amount of money value of any so-called

royalty, rent or charge for use of any

machine or goods of any description, that the

seller or proprietor does or would usually

charge thereon when the same are sold or
leased or rented for use in the country of
export, such amount shall be added thereto.

(2) There shall be added to the value for duty

as determined under section 36 to 40A the .

amount of consideration or money value of any

]

special arrangement between the exporter and

the ipaporter, or between any persons interested
therein, because of the exportation or intended

exportation of such goods, or the right to terri-

torial limits for the sale or use thereof.”

The Canadian Customs Tariff Act and Cusfon;s

Act are administered by the Customs and Excise Divi-
sion of- the Department of National Revenue, with head
office in Ottawa, and ports and outports located in
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the major centres throughout Canada. Further informa-~
ticn can be obtaincd by writing to the Department in
Ottawa or contacting the local office nearest you.

UNEMPLOYMENT INSURANCE

The Unemployment Insurance Act provides for
the compulsory insurance of all persons employed
under a contract of service or apprenticeship unless
they are specifically excepted from coverage under the
Act. Persons in excepted employment are not insurable
in respect of such employment. There is no age limit
for insurable employment and insurance books are
required for all insurable employees. You should make
sure that all your employees are insured unless their
employment is definitely non-insurable. If you are in
doubt, write to the local office of the Uremployment
insurance Commission, explaining in detail what your
employee does. The local office will give you a ruling
on.the matter. For your own protection, you should
make sure that all such rulings by the local office are
confirmed in writing. ’

' Every employer with insurable employees in
Canada is required to register with the Commission.

You should do this by obtaining an Application for -

Registration, from the Commission’s nearest Iocal
office, completing it, and returning it immediately to
the local office. Should further details be needed to
determine whether your employees are insurable, you
may be asked to complete and return an additional
questionnaire. On its being determined that you have
an insurable employee or employees, you will be
registered as an employer and a “Licence to Purchase
Unemployment Insurance Stamps” will be sent to you
by return mail. If your business has branch establish-
ments, you should decide from what point or points
unemployment insurance is to be controlled, and
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make 2 separate application for registration to the
Commission’s local office serving each point. If your

payroll and unemployment insurance are maintained
by your head office, one registration is sufficient.

Unemployment insurance contributions are re-

corded by affixing unemployment insurance stamps
or meter impressions in insurance books. Employers
V.Vlth Igrge payrolls may be authorized to pay contribu-
tions in bulk by cheque. Unemployment insurance

stamps are available at most post offices. You must

produce your licence to purchase stamps each time
you buy them. , : :

You must have in your possession an insurance
book for every insurable employee on your payroll.
Penalties are provided
regulation. ' :

When engaging a new employee, secure his in- -

surance book, begin making contributions as soon as
he starts to work for you, and continue to do so during
the entire period he is in your employment. If he says
that he has left his insurance book with a former em-
ployer, have him obtain it at once. If he has lost his
boqk, ask him for his Social Insurance Number Card.
This will show you the employee’s Social Insurance
Number. You should then write or telephone the

Commission’s local office serving your area for a new .
book, quoting this number and the employee’s full

name and date of birth. '

for non-compliance with this °

If you cannot establish your employee’s .Social".

Insurance Number from the insurance book and the . -

employee cannot produce his Social Insurance Number

Card, have him complete and sign a second Applica- A

tion for Social Insurance Number and forward it to the
Commission’s local office immediately. You will then
Teceive an insurance book for your employee. You
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may find it more convenient to send your employee to
the local office where he can fill out an application.
This application must be made not later than three
days after engagement of the employee.

You must keep payroll records for your em-
ployees. Unemployment insurance .auditors visit all
employers to see that they are complying with the law.
Penalties may be imposed for failure to keep adequate
records. - A

When an employee leaves your service, you must
give him his insurance book, properly stamped to date,
immediately upon his leaving, and obtain a receipt for
it. Severe penalties may be imposed on you for with-
helding insurance books from your employees, regard-
iess of the reason for your releasing them from employ-
ment.

If your employee dies, or leaves without your
knowledge of his whereabouts, send his insurance book
immediately to the Commission’s local office and ask
for a receipt.

All insurance books in your possession must be
turned in to the Commission’s local office for remewal
when so requested or as indicated in the insurance
book. ‘ )

You should consult the pamphlet “Employer’s
Handbook on Unemployment Insurance”, obtainable
from the local office of the Comumission, for information
on the calculation of earnings, contribution periods,
contributions payable, minimum records to be kept,
refunds, benefits, excepted employments, etc.

WORKMEN’S COMPENSATION

Workmen’s Compensation Acts exist in every
Canadian province. They provide compensation for
disability, and medical treatment for injury, where

)
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either or both of which are caused by accidents arising
out of employment or by am occupational disease
covered by the Acts. o . .

Each Act provides for an accident fund, created '
by employers and administered by the province, from
which payment is made to workers who become eligible
for compensation. The fund is created by payments
made annually by those industries covered by the Act.
Such industries are divided into classes according to
their accident records and have corresponding assess-
ment rates. The rates are set by the Workmen’s Com-
pensation Board of the province in question. :

The provincial Workmen’s Compensation Acts
vary in scope, but in gemeral cover most of the in-
dustries in each province. In most- provinces, farming
and domestic service are the only large occupational
groups not covered by the Acts. Establishments in
certain industries employing less than a specified num- -
ber of employees are also normally excluded. - - A

It.is compulsory for an employer carrying on an
enterprise covered by his provincial Act to report his
payroll to the Workmen’s Compensation Board and
pay an assessment on the earnings of his workmen. - -
New employers commencing Or recommencing opera-
tions should write to the Board in advance, giving
full particulars of their proposed operations and furnish-
Ing an estimate of their current year’s payroll. This = .
must be followed each year by an annual statement
showing (1) the annual payroll of the preceding year,
and (2) an estimate of the payroll for the coming year. -
These statements are due on a specified date, and forms
for the purpose are mailed well in advance to those
employers who have been reporting. o

The initial assessments are provisional. They are

based on the payroll estimate made by employers, or -
based on an estimate fixed by the Board, with a final -

A
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adjustment after the close of the year when wages
actually paid can be calculated. The assessments are
designed to provide sufficient money to pay for the
accidents happening in each class of enterprise during
the year. They are individually adjusted after the close
of the year if the accident experience of the class or
group calls for it. )

Assessments are paid when notice is received
from the Board. These notices are mailed only when
returns are received from all employers and the pro-
visional rates can be struck. :

Every employer is required to keep a careful and
accurate record of all expenditures for wages, showing
the names of his employees, their earnings and the
date during which they were employed by him. These
records must be produced for the Board and its officers
as often as required. They should not be destroyed.
Employer’s returns and records are at all times subject
to audit and investigation. :

CANADA PENSION PLAN

Commencing January 1, 1966, every employee in
pensionable employment who is age 18 or over and is
under 70 years of age, except those employees report-
ing for work at an establishment of the employer in
the Province of Quebec, is covered by the Canada
Pension Plan and must contribute. Employers are
required to deduct contributions from employees in
pensionable -employment at the rate of 1.8% of all
earnings in excess of $600 and up to $5,100. This
amounts to a maximum deduction of $81 in any given
year. '

Every employer is required to make an employ-
er’s contribution in an amount equal to the contribu-
tion required to be deducted from each of his
employees.
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Con’crib_utions to be made by self-employed per-
sons, excepting those residing in Quebec on the last
day of the year, amount to 3.6% of earnings between
the basic exemption of $600 and the maximum earn-

ings of $5,100. The maximum yearly contribution

would be $162. )
Booklets explaining in detail the provisions of the
Canada Peasion Plan are available at the District
Taxation Office, Department of National Revenue.
Information about benefits under the Canada
Pension Plan can be obtained by contacting the
Canada Peusion Plan, Department of National Health
and Welfare in the province of residence.. s

Standards =~ . . - 7o

BUILDING STANDARDS

Local authorities usually make some attempt to
;egulate the location of residential, commercial, and
industrial buildings. These regulations have been
developed to protect property values and to provide
for orderly growth. Questions of location must be
discussed with municipal authorities. ’

In most centres you will have to obtain a muﬁi- ‘

cipal building permit. Such permits serve a dual

purpose; as well as a means of controlling location, -

the permit also serves to bring construction to the
attention of building inspectors, thereby easing their
task of enforcing municipal construction by-laws. -
The location of industrial premises is also
affected by provincial and municipal pollution regula-
tions. Some of the provinces require that health officials
be consulted where a firm proposes to discharge
effluent directly into waterways or streams. Plans must
be approved in order to ensure that composition of the
efffuent will comply with established tolerances. Where
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wastes are being discharged into mumicipal sewage
systems, responsibility rests with local cfficials and
they should be comsulted where the discharge gives
rise to special treatment problems.

The erection or alteration of a building for use
as a factory is also subject to control in most prov-
inces by the provincial Department of Labour. Draw-
ings and specifications must be submitted for approval.
Similar requirements often apply to the erection or
alteration of a building to be used as a retail outlet,
restaurant, office, etc. In those provinces where pro-
vincial control exists, municipal building permits are
Issued only when the approval of the provm01a1

uthorities has been obtained. .

Boilers and pressure vessels must be approved
before being installed. Design must be submitted to
the Department of Labour. Regulations are also in
force in most provinces with regard to elevators and
hoists, The equipment is subject to inspection by
provincial labour authorities.

Electrical installation must conform to the pro-
visions of the Canadian Elecirical Code. The code
has been adopted and has the force of law in all
provinces other than Newfoundland, where adoption
of the code has been a matter for municipal action.

Where an industrial employer proposes to occupy
a factory that is already constructed, he must notify his
provincial Department of Labour advising them as to
the name of his firm, the nature of the work and the
amount of motive power to be used. Such notification
facilitates subsequent inspection by department officials.

Premises must be maintained so that they are
structurally sound and in a safe condition. Where
provincial authorities comsider that machinery, con-
struction, etc., is or could be a source of danger to the
health or safety of an employee or of persons having
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access to a factory, they will bring the matter to the
attention of the employer or owner and direct him to
take measures to eliminate the danger.

LABELLING AND STANDARDS

Under the National Trade Mark and True Label-
ling Act provision is made for the establishment of
regulations to ensure adequate labelling and advertis-
ing of certain commodities. The basis of the regulations
is that while labelling is not mandatory, if claims are
made, then the manner in which such claims are used
is prescribed; for example, regulations are in effect -
for such items as fur garments, textiles, hosiery, etec.

Some development work has been done in con-
nection with commodity siandards and this work can
be expected to increase. The first major project which
has been finalized covers a standardized sizing system
for clothing worn by boys and girls.

STANDARDS FOR ELECTRICAL _APPARATUS

Electrical apparatus and equipment offered for
-sale in Canada must be approved by the Canadian
Standards Association. Application for approval may
be made in person or in writing to the CSA Testing
Laboratories, 178 Rexdale Blvd.,, Rexdale, Ontario,
or to the CSA District Office in the location con-
cerned. United Kingdom manufacturers should ad-
dress their communications to the Principal Officer, .
B.S.I/CSA Agency, British Standards Association, -
Maylands Avenue, Hemel Hempstead, Herts., England.
European manufacturers—N.V. tot Keuring von Elec-
trotechnische (KEMA), Utretchtseweg, 310, Arnhem,
The Netherlands.

All provinces have enacted legislation requiring’
that electrical equipment comply with CSA standards.
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 Regulations prohibit advertising, selling, renting, or in
any manner transferring ownership or possession where
clectrical equipment has not been CSA approved. As
a matter of self-protection, a dealer buying electrical
merchandise should insist that the terms of sale include
a warranty that the equipment meets CSA standard.

WEIGHTS AND M"ASUR::S—-—ELECTRICITY
AND GAS

The Standards Branch of the Department of Trade
and Commerce, Ottawsa, is responsible for approval
before use, and field inspection after approval, of com-
mercial weighing and measuring equipment, electricity
meters, and gas meters. Before any of these devices
may be manufactured or imported for sale for com-
mercial use in Canada, they must have type approval
by the Standards Branch.

. Prototypes and specifications are submitted to the
Laboratory of the Branch for inspection and test. Here
the devices are approved or rejected as the circum-
stances warrant. After type approval, manufacturers or
importers can sell to commercial outlets, but all equip-
ment is inspected either at point of importation or
factory of manufacturer before release.

In addition, all such devices are inspected in the
field in the periods specified by the appropriate Acts,
at which time they are sealed for a further period, or
rejected. The periods within which devices must be
inspected are:

Weighing and measuring equipment........one year

Electricity meters.........ocecoeeen.e. six or eight years,
as specified in the Electricity and Gas Regu-
tions

LEETIS 11 1=17=> -SSR UOUR R six years

Rejected devices are either scrapped or repaired, and
resealed for use.
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Ancillary to the work of checking, weighing and
measuring devices, the field staff of the Division
continually checks commercial outlets for inaccurate
scales and evidence of short weight in pre-packaged
commodities.

) . ~

The Standards Branch of the Depa,rtxﬁent of

Trade and Commerce, Ottawa, is also responsible for
the administration of the Precious Metals Marking

Act, the legislation defining the markings which may be

used to indicate the metallic content of articles. Under *.~

this legislation, certain definite qualities of fineness are

A O LS

established for gold, silver, platinum and palladium,

and inspection is carried out to ensure that these -

specifications are maintained. Both field and factory
inspections are undertaken and assays are made as
necessary. Imported precious metals are subject .to

the same inspections as those manufactured in Canada.:

Trade marks, registered with the Registrar of Trade™

Marks, Department of Consumer and Corporate Af- -

fairs (or for which application for registration has
been made), must be shown on articles composed of

used

FOOD AND DRUGS . = = = - -

The Food and Drugs Act the Propnetary or

‘Patent Medicine Act and the Narcotic Control Act,
administered by the Food and Drug Directorate of the
Department of National Health and Welfare, Ottawa,

are vitally important to all manufacturers and sellers - -

of foods, drugs, comestics and therapeutic devices.

The “Food and Drugs Act, 1953” was proclaimed
on July ist, 1954. This Act is similar to the previous

precious metals if the prescnbed qua.hty marks are’
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Act except that there is provision for inspection of
premises and records pertaining to food and drug
manufacture and distribution, and penalties for in-
fractions are increased substantially.

In general, the Act provides that no food may be
sold that has in or upon it any poisonous or harmful
substance, is unfit for human consumption, conmsists in
whole or in part of any putrid, disgusting, rotten, de-
composed or diseased animal or vegetable substance, is
adulterated or was manufactured, prepared preserved,
packaged, or stored under unsanitary conditions.
“Adulteration” is not used as a general term in the
Act, but practices which constitute adulteration are
specified in the regulations. In addition, there must not
be deception in connection with packagmg, labelling
and advertising.

The Act also states that drugs must not be manu—
factured, prepared, preserved, packed, or stored under
unsanitary conditions and must not be adulterated.
Similarly, cosmetics must be manufactured under
satisfactory conditions and must be safe for use
according to directions.

The Food and Drugs Act was amended effective
September 15, 1961, to add a Part III to provide for
more effective control over certain drugs and for the
Ticensing of persoms dealing in them. These drugs are
listed in Schedule G and comprise—

(1) Amphetamine and its salts
(2) Barbituric acid and its salts and denvatlves
(3) Methamphetamine and its salts.

The Act was further amended in December,
1962, prohrbltmg the sale of drugs described in
Schedule H., i.e., thalidamide and Iyserglc acid diethyl-
amide.
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Under the regulations governing Controlled Drugs

only a licensed dealer may manufacture or import a
Controlled Drug and a permit is required for each

importation. The enforcement relating to licences, per--

mits, and the keeping of records come under the
jurisdiction of the Narcotic Control D1v1510n of the
Food and Drug Directorate. , :
Regulations under the Food and Drugs Act eatab-
lish very definite requirements. Although it is often

sufficient simply to define a food from the standpoint -

of health, the regulations frequently deal with methods

of production and establish very strict standards of
purity. The use of colourings, flavourings, and pre-
servatives is closely regulated. The regulations comtain -
a list of permitted food colours and no others may be - -
used. The quality of alcoholic beverages, cocoa, coffee, -

fruit, fruit juices, jams, grain and bakery products, and
dairy produce (milk, butter, cheese) is also controlled.

‘Where standards have been provided by regulation ‘
for foods or drugs, no deviation from these standards _
is permitted. In the case of drug standards established. -

by regulation, these are referred to as “Canadian
Standard Drugs” or C.S.D. '
described as such in the label. The number of
Canadian Standard Drugs has been reduced to 16
and their specifications are contained in Division 6 of
the regulations for drugs. Other drugs must come up
to the standard under which they are sold. Recognition
is given to those drugs included in the British Pharma-

copoeia, the International Pharmacopoeia, the United

States Pharmacopoeia, the Codex Francais, the Cana-
dian Formulary, the British Pharmaceutical Codex and
National Formulary. However, other drugs may be
sold providing they are not likely to be confused
with those mentioned above and providing the stand-
9628312 4
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ard under which they are to be J:udged is clearly ind:x-
cated. For proprietary preparations, the standard 1is
that claimed by the manufacturer. .

LABELLING

Food labels and drug labels must give certain
pertinent information. In the case of a food produgt,
the 1abel must indicate:

On the main panel: -

(2) the brand or trade name if any, .

{b) the common name of the food, and

{c) in close proximity to the common name,
a correct declaration of the net con-
tents of the package in terms of weight,
measure or number; -

Grouped together on any panel or the label other
than the bottom of the package:

(8) a list of ingredients shown_in descend-
ing order of the proportion present,
for all foods that consist of more tha_n
one ingredient, unless a standard is
provided id the regulations or unless
atherwise exempted. : '

(e) when present, Class II, III anc.l IV
preservatives, food colour and artificial
flavouring, unless otherwise exempted.

In addition, the name and address of the manu-
facturer must be indicated on a panel of the label
other than the bottom of the package.

All of the above information must be clearly afxd
prominently displayed on the label and be readily d1§-
cernible to the consumer under the customary condi-
tions or purchase and use.
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In the case of drug products sold under the Food -

and Drugs Act, the label must indicate: - :

(a) the proper name of the drug (or the com-
mon name if there is no proper name),

(b) the name and address of the manufacturér,

(c) the net content, : L

(d) the complete list of medicinal ingredients,

(e) the dosage, for potent drugs, .

(f) adequate directions for use,

(8) a lot number for all products for internal
use. s :

The common name with reference to a food, and
the common or proper name with reference to a drug,

must be in English or in French. It need not be labelled
completely in both languages. .

Vitamins- may not be mentioned on labels or in
advertisements unless the food or drug to which they

refer provides a specified amount in a reasonable
daily intake of them. - ' T

Before any broadcast is permitted, the Canadian-
Broadcasting Act requires that all radio and tele-
vision “commercials” concerning foods, drugs, cos-
metics or devices be submitted for review by the Food
and Drug Directorate. This is done to ensure that such
advertising conforms to the intent as well as the letter
of the Food and Drugs Act. Similar surveillance is
exercised over claims concerning other preparations.

The Food and Drugs Act specifies that no food
or drug may be imported, offered for sale or sold, if
represented to the public by label or advertisement as’
a treatment for certain conditions or ailments listed
in a schedule to the Act (cancer, tuberculosis, ven-
ereal diseases, and many others). A guide for Manu-
facturers and Advertisers has been prepared, which

96283—12}
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indicates the Department’s attitude on the representa-
tions that may be made and the expressions used in
the marketing of food and drugs.

The inspectors of the Food and Drug Directorate
patrol their district systematically, warning dealers

and others of what is not in compliance with the law

and taking samples of foods for examination in the
laboratories. Steps are taken to remove faulty goods
from sale. Serious or repeated offences may lead to
prosecution. B S 7
While the Food and Drugs Act requires a list of
medicinal ingredients on the labels of packages, it is
possible, in certain cases, for manufacturers to protect

the secrecy of their formula. This can be dome by

registering the preparation under the Proprietary or
Patent Medicine Act, in which case, instead of 2
complete list of medicinal ingredients, the Proprietary
or Patent Medicine registration number must appear
on the label. However, the names and amounts of
certain potent drugs must still be declared. Applica-
tions for registration under this Act are reviewed by
medical officers of the Department of National Health
and Welfare. - . S

Apart from Controlled Drugs, to which reference
has already been made, licences to manufacture foods
or drugs are not required under the Food and Drugs
Act, with the exception of certain pharmaceutical and
biological products, in which case ‘manufacturing
establishments are licensed by the Department. In
addition, drug products which may come within the
definition of a “new drug” must be the subject of a
new drug submission to demonstrate safety of use
according to directions. These products may not be
sold except for investigational use until the new drug
submission has been accepted. '
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Finished products should always te checked to
ensure th.a.t t.hey comply with the Food and Drugs
Act. Familiarity with the Regulations, both in respect
pf standz%rds of quality and requirements for labelling,
is c.assentlal. The provisions of this legislation appl?'
to imported as well as domestic producis and ship-

ments which are unsatisfactory may be refused entry -

at customs. -
The Inspection Services of the Food and Dnig

Directorate are available to give producers and retail- :-

ers the ber_ze.ﬁt of their experience on proposed labels
_anc? a@verUS1ng, and on the provisions of the Act and
in its interpretation. .. - ' C

Engquiries for further information should be ad-

dressed to: . :
The Director General, . LT
Food and Drug Directorate; 7 B
Department of National Health & Welfare, "
Gitawa, Canada. -~ - - =~ - 7~ i o

~ Grading regulations are found mainly in Iegisla:
tion concerned with agricultural products. In this par-
ticular field, provincial governments and the federal
government have concurrent powers and while the
grades conform in many instances, there are individual
cases where the provincial regulation applying in a
given area are higher than those set by the federal

government. Recourse must be had to the Federal -

Department of Agriculture in Ottawa and to provincial
Depar_tments of Agriculture in order to obtain com-
plete information. )

) Amongsf ‘ghe items requiied to be graded, depend-
ing upon origin and destination, are: beef, butter,
Cheese, chicks, eggs, fruit, honey, lamb, dried skim
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milk, pork, and poultry. Other govémment grading:
regulations refer to animal pelts and hides.

REGULATORY LICENSING

While there is no one law requiring that a licence
or permit be obtained before a business can be com-
menced, there are particular laws or statutes affecting
specialized skills, trades, businesses, etc., which will
have a bearing on individual cases. -

" While particular legislation may be found at fed-
eral and provincial levels of government, most business-
men are imitially concerned with municipal by-laws.
Where an industry, trade or occupation is not specifi-
caily mentioned in a municipal licensing by-law, it
will usually be found that there is a blanket provision
requiring that a businessman have the approval of the
authorities, either in the form of an outright licence
or by way of express permission or authorization. The
first contact then should be the local authorities in the
centre in which you propose to operate. Following on’
that, correspondence should be directed to the pro-
vincial and federal departments that would most likely
be concerned with the operations you have in mind.

The following is a listing of some of the businesses,
trades and occupations which may be required to be
licensed: abattoirs, accountants, architects, auctioneers,
automobile dealers, bakeries, barber shops, barristers

and solicitors, beauty shops, cigarette and tobacco
dealers, cleaning and dyeing, collection agencies, com-

_ mercial creameries, commercial printing, common and

contract carriers by motor vehicle, contractors, day
nurseries, dealers in old gold, other precious metals and
jewellery, dentists, druggists, electricians, embalmers,
employment agencies, engineering, feed stuff dealers,
fish dealers, fishing, fruit and vegetable dealers, fumi-
gators, fur buyers and dealers, fur farming, hatcheries,

7 FRRER SN R PR R

FraFgre

RIS TR e R

IR

TETIERATRGI iy by

o

T

"
3

171
hunting, insurance agencies, laundries, livestock deal- '
ers,'fresh meat dealers, milk and cream vendors, motor
vehicle dealers, motor vehicle salesmen, nursing’homes
pawn brokers, pharmacists, photo finishing phyéician;
and surgeons, plant nurseries, plumbers, f:rospecting
public garages, public halls, real estate brokers, refresh:

ment rooms, restaurants, retailing, roller skating rings, - '
second-hand book dealers, second-hand shops, seed

fiealers, s}loe repair shops, shee shine parlours, shoot- -
ing gallerics, sign painters, slaughter houses stoékyards g
strect phqtographers, surveyors, swimmin; .poéls ;mci

baths, taxicabs, theatres, tourist camps, tr:nsient con--

tractors, transient traders, trappi teri
transient ¢ , trapping, veterinary sur
wholesaling. - - R y Brons

The manufacture or processing of a wide variety -

o;f lt::m:% may glso be subject to licence. Included are—
alcoholic beverage§ and products using alcohoi, butter
and cheese, certain drugs, fertilizers, fish products,

fruits and vegetables, honey, livestock and poultry =
feeds, maple. products, margarine and edible oil prod-- -~
ucts, meat prodqcts, minerals, pesticides, wood prod-

ucts. - . B . Co-
Particular controls are also to be found in the

fields of radio broadcasting, civil aviation, insurance, -

money-lending, motor vehiclé operation i
A and
and water transport. ’ raitroad

Property Rights :,‘ R
PATENTS : | O

If you have invented something and wished to-
protect it, you should secure a patent on it from the
Patent Office at Ottawa. If you secure a patent you
are granted the exclusive right of making, using, and
selling the invention, subject to the ruling; of a court
of competent jurisdiction, for a period of seventeen |
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years from the date on which the patent was issued.
If your patent remains unworked after three years, or
if you abuse your patent rights, the Commissioner of
Patents may, on application, grant a compulsory
icence for the manufacture of the patented invention
by someone else in Canada.

If you have an invention you wish to patent, you
shoulé write to the Patent Office, Department of Con-
sumer and Corporate Affairs, Ottawa, Canada, for
printed information. It is highly desirable that you
employ an experienced patent attorney or patent agent

ecause the many details which must be attended to
may be confusing to the average man. A patent’s value
depends upon the care and skill with which specifica-
tions and claims are prepared.

Your application for a patent must be submitted
according to a specified form. You must describe the
invention in such detail and provide such drawings as
wiil clearly indicate its nature. Specifications must be
either wholly in English or wholly in French. When
you send the application to the Patent Office and pay
the filing fee, the application is given a filing date, pro~
vided it has a petition, a description, claims and draw-
ings if necessary. You have twelve months to file any
missing paper or to correct informal papers. A com-
pletion fee is required if the application was not
originally complete.

When your apphcatron is completed the Patent

Office undertakes a thorough examination to make:

sure that your application contains new and patentable
subject matter. If it is found that you have an inven-
tion, you will be issued a patent upon payment of the
required fee,

There are no annual fees required to keep a
patent in force. You may assign your patent to other
persons, but you should register such a551gnments
with the Patent Office.
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Further information can be obtained from:’
The Commissioner of Patents,

Department of Consumer and Corporate
Affairs,

Ottawa, Canada.

A

INDUSTRIAL DESIGNS

If you have developed an original ornamental.
design for your product and wish to protect it, you‘

can do so through the Patent Office.

Registration must be made within one year of
the publication of the design in Canada. The first step
is to make application to the Commissioner of Patents,

accompanied by drawings ‘and a description of the '

design of the manufactured product, and the required
fee. The Patent Office investigates the originality of
the design, and if it finds that the design cannot be

confused with one already registered, it will register -

the new design and issue you a certlﬁcate of registra-
tion.

Registration gives the proprietor an exclusive -
right to the use of the design for a period of five.

years, but this term may be extended for a further
term of five years on payment of the prescribed fees.
Exclusive rights cannot be obtained for more than ten
years. You may assign industrial designs to other
persons. g

You can obtain full details on the registration of
industrial designs in the Industrial Design and Union

to:
The Patent Office,
Department of Consumer and Corporate
Affairs,
Ottawa, Canada.

Label Act, a copy of which can be obtained by wrrtmg
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COPYRIGHT

In Canada, a copyright offers protection to
original literary, dramatlc Music 1, and artistic works,
and gives the author the exclusive right to produce,
reproduce or publish his own works. The term for
which copyright exists is the #ife of the author and fifty
vears after his death. Copyright in such works as re-
cords, discs, mechanical contrivances, and photographs
is for a term of fifty years. Copyright may be a>sxgned
to other persons.

It is important to note that if you have created
an original work, copyright exists in such original
work from its date of proddcr_'on whether you have
registered it or not. Registradon is evidence of owner-
ship of the copyright. Two types of registration are
provided: one for non-published works, the other for
published works, the latter being those of which copies
have been made available to the public.

The Copyright Office does not require or accept
copies of the copyright work for filing. Further infor-
mation on copyrights may be obtained from:

The Commissioner of Patents,

Department of Consumer and Corporate
Affairs,
Ottawa, Canada.

TRADE MARKS

The registration of trade marks, although ad-
visable, is not compulsory except in the case of prod-
ucts containing precious metal. You may make appli-
catien for registration of a mark based on proposed
use in Canada; on use in Carnada; on making known
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in Canada, together with use in-the country of the
Union?; or on use and registration in another country
of the Union.

Trade marks which are not registrable include
those using such symbols as the National Flag, Arms,
or Crest of Canada or any foreign state; the name or
surname of an individual; deceptive marks or those
which are clearly descriptive of the character of the
wares or services or their place of origin; marks which
are confusing with trade marks already registered.

The Trade Marks Act which came into force on.
July 1, 1954, provides for the registration of service "

marks and for the registration of a person other than
the owner of a registered trade mark as a reg'stered
user thereof.

Further mzormatxon and apphcatlons for reglstra-
tion | may be obtained from:

The Registrar of Trade Marks, = ‘-

Department of Consumer and Corporate

Affaizs, . . .. -
Ottawa, Canada. ’ T

Labour Legislation -

Labour legislation in Canada is for the most part

a matter of provincial concern. Federal legislation in -

the field is restricted in its application during peacetime.

By “Convention” is meant the “Convention for the Pro-

tection of Industrial Property”, commonly known as the “Con-

vention of the Union of Paris”. It is an International agreement
governing the use of trade marks. Canada is a member of this
Convention. “Country of the Union” means any country that is a
member of the Union for the Protection of Industrial Property
constituted under the “Convention”,
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Provincial labour legislation covers such points as
employment of young persons, maximum hours of
work, minimum rates of pay, annual vacations with
pay, and certain minimum standards for the health
and safety of the employee.

For example, minimum wages for factory employ-
ment have been established in nearly all provinces.
This statutory requirement is normally not the amount
paid in practice. Higher minimums may be binding
on all or a number of firms in a particular trade or
industry, within an area or throughout a province, as
a conscquence of agreement between the majority of
the employers and employees. Such agreements have
the force of law under the terms of provincial Industrial
Standards Legislation. CT _

Possibly the most™important piece of legislation
is that dealing with unionization. Freedom of organi~
zation is guaranteed. Employers are required by law
to recognize and bargain with the trade union repre-
senting the majority of their employees. Wages and
other conditions of work established as a consequence
of bargaining have the force of law for the duration
of the contract in each individual case.

Complete information or provincial legislation,
regulations, and administrative procedure, can be
obtained by contacting the Deputy Minister of the
Department of Labour for the province concerned.

Pricing and Competition

Canadian anti-combines legislation formerly was
contained in the Combines Investigation Act and the
Criminal Code. By virtue of amendments made in
1960, however, the legislation was all consolidated
in the Act. :
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COMBINATIONS, MONOPOLIES AND -
MERGERS IN RESTRAINT OF TRADE

‘Section 32, generally speaking, forbids in sub-
section (1), (which derives from section 411 of the

Criminal Code) combinations that prevent or lessen
“unduly” competition in the production, manufacture
purchase, barter, sale, storage, rental, transportation o;
supply of an article of trade or commerce or in the
price of insurance. ' ' |

In interpreting the legislation as applied to price -

fixing agreements, Canadian courts have held that
where spch agreements, if carried into effect, would
substantially eliminate competition in price over a con-

siderable area of trade, such agreements are contrary -

to the legislation. In doing so, the courts have empha-
sized that the test of iilegality is not the reasonableness
or unreasonableness of the prices fixed by the agree-
ment, but rather the extent to which the agreement has

lessened or is designed to lessen competition from a .

nation-wide, regional or local point of view. To be.

illegal such an agreement need not necessarily be of--- -

a formal nature replete with specific enforcement de-

vices but may be informai, tacit or inferred from some
type of uniform action since an informal type of agree-
ment may be fully as effective in suppressing'competii‘
tion as one involving specific enforcement measures.

) In cases where the courts have found undue less-
ening of competition arising out of price-fixing agrée—
ments_, one or more of the following practices have
been involved: Co

’

(1) uniform and simultaneous price changes,

(2) standardization of credit terms and other
terms of sale,
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(3) standard cost and profit formula method of
fixing prices,

(4) fictitious competitive tenders,

(5) -refusal to deal with anyone who will not
accede to a combination, :

(6) circulation of lists of parties or classes of
people who are not to be dealt with or who
are alone to be dealt with, ’

(7) purchasing or leasing of factories to hold
.them idle. '

This list should not be considered as all-inclusive;
simply enumerates some of the practices condemried
v the courts in price fixing agreements as bultressing

such agreements. ' :
Subsection (2) provides that subject to subsection
(3) no person shall be convicted for participation in
an arrangement relating only to the exchange of statis-
tics, the defining of product standards, the exchange of
credit information, the definition of trade terms, co-
operation in research and development, restriction of
advertising or “some other matter not enumerated in
subsection (3)”. '
Subsection (3) provides that subsection (2) does -
_not apply if the arrangement has lessened or is likely
to lessen competition unduly in respect of prices, quan-
tity or quality of production, markets or customers or
channels of distribution or if the arrangement “has
restricted or is likely to restrict any person from enter-
ing into or expanding a business in a trade or indus-
try”, Subsection (4) provides that, subject to subsec-
tion (5), no person shall be convicted for participation
in an arrangement which relates only to the export
trade. Subsection (5) provides that subsection (4) does
not apply if the arrangement has had or is likely to

g
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have harmful effects on the volume of export trade or
on the businesses of Canadian competitors or on do-
mestic consumers.

Sections 2 and 33 make it an offence to participate

in a merger which has or is likely to have the effect of -
lessening competition to the detriment or against the-

interest of the public in a trade or industry, or among
the sources of supply of a trade or industry, or among
the outlets for sales of a trade or industry or otherwise.
These sections also make it an offence to participate in
a monopoly which has been operated or is likely to be
operated to the detriment or against the interest of
the public. : : o

RESALE PRICE MAINTENANCE.

The Combines Investigation Act in section 34 ‘

prohibits a supplier of goods from prescribing the prices
at which they are to be resold by wholesalers or re-
tailers or from cutting off supplies to -a merchant be-
cause of the merchant’s failure or refusal to abide by

such prices, i.e. the practice of “resale price main--
tenance”. The section does not, however, prevent the - -

prescribing of maximum resale prices, and the opinion
has been expressed that a supplier may suggest specific

fesale prices, without offending section 34, so long as .

he does nothing to induce or require the trade to adhere
to such prices. By virtue of an amendment in 1960 the

section also provides that it shall not be inferred that -

a person practised resale price maintenance simply
be_cause he refused, or counselled the refusal of, sup-
plies to a merchant if there was good cause to believe
and the supplier did believe that the merchant was mak-
Ing a practice of using articles of such supplier “as loss-
leaders, that is to say, not for the purpose of making
2 profit thereon but for purposes of advertising” or
not for the purpose of selling such articles at a
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rofit but for the purpose of attracting customers to
his store in the hope of selling them other articles” or
“was making a practice of engaging in misleading ad-
vertising in respect of” such articles or “made a prac-
tice of not providing the level of servicing that pur-
chasers of such articles might reasonably expec ? from
the merchant. ’

PRICE DISCRIMINATION AND PREDATORY
PRICING PRACTICES

Section 33A of the Combines Investigation Act
{which derives from section 412 of the Criminal Code)
provides that a supplier may not make a practice of
discriminating among those of his trade customers who
come into competition with each other, by giving one
a preferred price which is not available to another if
the second is willing to buy in like quantities and quali-
ties as the first. The section also prohibits predatory
pricing policies; that is, it forbids a supplier from en-
gaging in a policy of selling at prices lower in one
locality than in another, or unreasonably low anywhere,
if the effect or tendency of such policy is to lessen
competition substantially or eliminate competitors or
the policy is designed to have such effect.

PROMOTIONAL ALLOWANCES

Section 33B of the Combines Investigation Act is
directed against discriminatory advertising or display
allowances. It provides that where a supplier grants
such allowances to competing trade customers he must
grant them in proportion to. the purchases of such
customers; any services he exacts in return must be
such that his different types of customers are able to
perform; and if such customers are required to incur

expenses to earn such allowances, such expenses must

also be proportionate to their purchases.
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MISLEADING PRICE ADVERTISING

Section 33C of the Combines Investigation Act '

makes it an offence for any person, for the purpose
of promoting the sale or use of an article, to make any
materially misleading representation to the public con-

cerning the price at which such or like artlcles have ’

been, will be or are ordmanly sold.

Up-to-date office consolidations of the Combmes~ A
Investigation Act may be obtained either through the . - -

Queen’s Printer or from the office of the Department
of Consumer and Corporate Affairs.

UNFAIR COMPETITION - . ..

Section 7 of the Trade ’VIarks and Unfalr Compe-_‘

tition Act states that
“No person shall

(a) make a false or misleading statement tend-

mg to discredit the business, wares or serv-

ices of a competitor; - R
{(b) direct pubhc attention to his wares, services -

or business in such a way as to cause or be

likely to cause confusion in Canada, at the

time he commenced so to direct attention to
them, between his wares, services or business

and the wares, services or busmess of an-

other;.

(c) pass off other wares or services as and for-

those ordered or requested;

(d) make use, 'in association with wares or
" services, of any description that is false in
a material respect and likely to m1slead the
public as to
(i) the character,
composition,

quahty, quantity or
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(ii) the geographical origin, or
(iii) the mode of the manufacture, produc-
tion or performance, of such wares or
services; OR . .
{e) do any other act or adopt any other business
practice contraty to honest industrial or
commercial wsage in Canada.” .

Unfair competition through the medium of false
advertising is an indictable offence. The Criminal
Code, in Section 306, covers the subject as follows:

“308. (1) Everyone who publishes or causes o
be published an advertisement containing a statement
that purports to be a statement of fact but that is un-
true, deceptive or misleading or is intentionally so
worded or arranged that it is deceptive or misleading,
is guilty of an indictable offence and is liable to im-

prisonment for five years, if the advertisement is pub--

lished
(a) to promote, directly or indirectly, the sale or
disposal of property or any interest therein,
or . :
(b) to promote a business or commercial interest.

(2) Everyone who publishes or causes to be
published in an advertisement a statement o1 guarantee
of the performance, efficiency or length of life of
anything that is not based upon an adequate and prop-
er test of that thing, the proof of which lies upon
the accused, is, if the advertisement is published to
promote, directly or indirectly, the sale or disposal of
that thing, guilty of an offence punishable on summary

conviction.”
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11 Bankraptey and Ensaﬁ;zéncy.

ax . to ’ T ’
Meaning of the Terms - - = - -~ .7

“Under the Bankruptcy Act, the term “insolvent ..

o 2
person”™ means a persor who is not bankrupt and who
resides or carries on business in Canada; whose

liabilities to creditors provable as claims under the Act

amount to one thousand doilars; and (1) who is for
any reason unable to meet his obligations as -they
ge?nerally become due; or (2) who has ceased payin,
h1s' current obligations in the ordinary course o%
business as they generally become due; or (3) the-
aggregate of whose property is not sufficient to enable
payment of all his obligations due and accruing due.

Under the same Act, a person is “bankrupt” who
has made an assignment or ‘against whom a receiving
order has been made. Thus regardless of whether or
not a person is insolvent or has committed an act- of
bankruptcy, he is not bankrupt until he has filed an-
assxgn{nf:nt with the official receiver in his locality or
a Teceiving order has been made following the-filing of
a petition in court. - - Yo

Causes of Banki'uptcy

y Actually, a study of the causes of bankrui:tcy
ould amount to a study of all the faults of business

ma . .
‘Management. All we can do here is to indicate some

of the major errors which should be avoided
96283—133 ’
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A large proportion of bankruptcies are caused by
insufficient capital. This may mean that the proprietor’s
judgment in gauging his business requirements was
faulty. It may mean that the business was over-
expanded, having either accepted too much credit, or

stended too much credit. New businessmen are
often susceptible to the arguments of equipment sales-
men, buy too much or too expensive display counters
or other equipment on credit, and cannot keep up the
ayments on it. The same is true of buying merchan-~
dise on credit. Asking for and receiving icO many
bank loans often leads to financial difficulty. Do not
buy on credit or borrow unless you can clearly fore-
see your being able to meet your obligations as they
mature. Another aspect of cverexpansion is tiie open-
ing of branch stores which are unprofitable and which
drags the whole business, including the financially
sound parts of it, down into insolvency. Borrowing
capital from friends and relatives is inadvisakle. See
to it that your capital is ample for your enterprise,
and further, that you have allowed yourself a surplus
adequate to take care of unexpected turns.of events or
your own errors of judgment. .

Businessmen just starting up sometimes make the
error of paying themselves large salaries which are not
justified by the size of the firm or the success of its’
operations. In effect, such large drawings deplete the
firm’s capital. New businessmen are well advised to
plow back into their firms a large part of the profits
they make, and to hold down their salaries to quite
moderate levels.

A serious error and frequent cause of bankruptcy
is failure to keep adequate books and records. The
result is that the owner never knows the exact state
of his business. The books essential to the proper
conduct of a business enterprise, and which by law
must be kept, are invoices, cash books, accounts
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r?ceivable, general ledger, and balance sheet. In addi-
tion, the proprietor should draw up monthly state-
ments showing the exact state of his business.
So:petimes new store owners make the error of
n(_)t adding the correct margins to their cost prices
with _the result that they consistently sell their goods’
at prices which are too low. Although this may séem
to be good business because it gives a proprietor an
immediate selling advantage over his competitors, it
will be fourd to be harmful in the long run, for ’the
total return from net sales will be inadequate ’to cover
costs and expenses. Correct markups are calculated

by adding expense and profit margin to invoice prices. -

Expenses §hould be carefully calculated and added to
invoice prices. These include rents, employees’ wages,

electricity, fuel, taxes, and your family’s cost of living. -

Then the customary profit thargin should be calculated
as a percentage of invoice plus expenses, and added
to their sum. The result is the retail selling price. Large'
firms are very careful about this matter of markup,.

and so must small firms be if they are to stay in -

business.

Dishonest employees and laxness in aealing' with

employees are sometimes causes of business failure.

Watch your cash carefully. You should not allow .

employees to borrow money from the cash till under

any pretext whatsoever. Such borrowing tends to

encourage clerks to live beyond their means, and such
employees are not reliable. The practice will lead to
faulty records ‘and may lead to theft. At least it
encourages an attitude towards money which may-
cause the proprietor trouble. A proprietor should
guard against pilferage of his merchandise by taking
stock frequently at cost price. Check the merchandise
on your shelves against your invoices and sales
records. .Do this yourself. Do not leave it to one of
your employees. - ’
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Sometimes peculiarly personal factors bring about
bankruptcy. One of these is lack of experience. Since
this has already been dealt with in Chapter 1, it will
not be discussed here. Another cause of failure is
prolonged sickness when the proprietor makes no
adequate provision for someone else to carry on the
business. During his absence the business is either
shut up entirely, during which period trade is lost and
customers form the habit of goizg to other stores; or
else the supervision of the business is inadequate and
bad methods of operation creep in which sap the firm’s

" vigour and endanger its solvency

Further causes of bankruptcy are oad store loca-
ticn and rents which are too high for the volume of
business the store can do. -

Meeting the Approach of Insolvency

If you find that your busimess is running at a
loss, that vour capital is depleted or exhausted, that
there is no apparent prospect of success, that you can-
not pay your debts as they become due, and that your
liabilities are $1,000 or more, do not wait uatil there
is nothing left and you are forced into bankruptcy. Go
and consult a chartered accountant, or better still, one
of the trustees in bankruptcy. The latter are men or
companies licensed under the Bankruptcy Act to act
as trustees in bankruptcy and proposal matters. There
are licensed trustees in all the large and in many of the
smaller cities in Canada. Have them examine your
business. If you are in financial difficulties, you may be
able to make arrangements with your creditors without
going bankrupt, although these arrangements come
under the regulatxons of the Bankruptcy Act.

If you are in serious difficulties you should be

. warned against makmg false representations as to the

value of your assets in order to obtain credit, giving
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undue preference to any of your creditors, continuing

to trade after you know yourself to be insolvent, or-

taking any action to delay or defeat your creditors.

"4
3

Procedure D

Let us suppose that you have become insolvent.

Either of two procedures is open to you, corresponding _ - -

to the two types of proceeding under the Bankruptcy
Act.

Firstly, you can make over all your property for -~ -.

the benefit of your creditors, thus becoming a bank~
rupt. To make an assignment, you must have resided
in or carried on business in Canada, have liabilities
to creditors of not less than $1,000, and otherwise fall
into the category of persons described in paragraph
one on page 186.

Secondly, you may, without becomlng a bankrupt

fle a proposal with a licensed trustee in which you . .

offer to settle with your creditors upon certain terms.
A copy of your proposal is filed by the trustees with

the Official Receiver and a meeting of your creditors.

is called to consider your proposal. A proposal accepted
by the creditors and approved by the court is binding
on all the creditors with claims provable under the

Bankruptcy Act and affected by the terms of the
proposal. A proposal is only suitable to a business that, -

given time or other consideration, has prospects of
being a success. The first essential is that the creditors
have confidence in your ability.-

Before you have started either of the above actions,
your creditors may have formed their own opinion
about your business, and for their own protection a
creditor or group of creditors whose claim or claims
against you amount to $1,000 or more, may petition
the court for a receiving order, prowded that you have
resided in or carried on business in Canada and have
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committed an act of bankruptcy within six months
next preceding the filing of the petition. Tnfa Jatter
are acts indicating a debtor’s inability to pay his debts

as they become due, or acts indicating the intention

on the part of the debtor to defeat, def.raud, or de}ay
his creditors as by absconding, by removing or secreting
his assets, or by disposing of them in a fraudulent
manner. After the petition for a receiving orde.r has
been filed in the court, a date is set for the hearing .of
the petition. At this hearing, you have an opggrtumfy
to dispute the statements made in the petition. In
certain cases, if it is shown to be necessary _ffar' the
protection of the estate, the court. may appoint an
interim receiver pending the hearing o.f the petition.
The court may either dismiss the petition or it may
make a receiving order against you, thus making you

. & bankrupt. In the latter case, a trustce is appointed

at once to take possession of all your property..

A debtor’s property under the A‘c_t.comp‘nses all
propeity of the bankrupt at the time of his bankruptcy,
and all that he may acquire or that may devolve on
him before his discharge. It does not include property
exempt from seizure under the laws of the province
within which the debtor resides, or within which the

property is situated; nor does it include property held -

by the bankrupt in trust for any other person. )
The trustee appointed under these proceedings
takes possession of all- your properFy and makes an
inventory of it. He then calls a meeting of your credi-
tors to confirm the appointment of the trustee or to

elect another, to consider your affairs, to give such .

directions to him as they may think necessary, and tt?
appoint inspectors. The duties of the %nspectors are:
to give directions to the trustee; to satisfy themsFlvez
that all your property has been duly accouqted for; an
to determine whether or not the expenses incurred ar¢
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proper and the fees just and reasonable in the circum-
stances. : . : -

When all the assets of your estate have been

realized, or when the monies under a proposal have

been paid, the trustee prepares a dividend sheet show--
ing how he proposes to distribute the proceeds, and a
statement showing his receipts and disbursements.
These documents are submitted to the inspectors for
approval, to.the Superintendent of Bankruptcy for his ,
comments, and finally to the court for the “passing”
of the accounts. They are then issued to the creditors
together with the trustee’s motice of his intention to

declare a2 dividend and later apply for his discharge as® . -
trustee. In due course, the trustee applies for his dis- .. -

charge.

The making of a receiving order against or the g

making of an assignment by any person, other than a _
corporation, operates as an application for the debtor’s
discharge from his liabilities, unless he waives the right.

The trustee, on obtaining or being served with an ap--. -

pointment, shall, not less than fourteen days before

the day appointed for the hearing of the application, -

send out a notice thereof in the prescribed form to the
Superintendent, the bankrupt and every creditor who
has proved his claim, to his last known address. After -

considering all the evidence, the court may grant an -

unconditional discharge, or it may refuse the discharge

or suspend it for a period of time, or make it subject - ‘

to some condition.

As a bankrupt, your duiies will include submit—l -_ -

ting yourself for examination, attending your creditors
at the first meeting, fully disclosing all your assets, and .
assisting the trustee in every possible way in the ad-
ministration of your estate. Among the offences for
which you are punishable under the Act are: failing to
comply with a brankrupt’s duties under the -Act; fraud-
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ulently disposing of property; concealing, destroying or
falsifving books or documents relating to your business;
refusing to answer fully and truthfully any question put
to vou at any examination; and obtaining credit or
property by false representation after or within twelve
months preceding your bankruptcy.
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12 Dominion Burean of Staiistics

The Dominion Bureau of Statistics is an agency
of the Federal Government charged under the Statistics
Act of 1918 with the responsibility of compiling, co-
crdinating and improving statistics in Canada. Under
the Act, the function of D.B.S. is definged as “to

collect, abstract, compile and publish statistical in- :

formation relative to the commercial, industrial, social,
economic and general activities of the people.”
Among many other things, D.B.S. has, in conse-~
quence, conducted an annual census of production
since 1917. This function is performed by the Industry
and Merchandising Division with somewhat broader
responsibilities which include:

in mining, logging and manufacturing; and providing

current data, monthly or quarterly, on shipments, .

inventories, new orders, and on principal commodities
or groups of commodities; taking a decennial census

of merchandising and services; and providing current

data, monthly or quartedy, on retail and wholesale
sales and inventories and annually on selected service
trades; conducting special studies in the industrial and
merchandising fields in answer to special requests.

The statistical information compiled by D.B.S.
can be most helpful to the small business in two
particular fields—viz., manufacturing and merchan-
dising. ’

taking an annual .-
Census of Industry covering all establishments engaged
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Manufacturing

- The annual census of manufactures, which is
based on returns received from all manufacturers, is
broken into about 200 different industrial classifica-
tions. The information published, therefore, provides
data on relatvely small segments of industry and, in
consequence, makes the information more meaningful
for most types of manufacturing operations.

In the annual census of manufactures, D.B.S.
collects details of products shipped, materials used,
fuel and power costs, salary and wage Costs, inven-
tories, etc. In what way can this information help the
small manufacturer? By a study of the statistical report
of the industry in which he is interested, tke small
manufacturer (or large one, for that matter) can
ascertain the quantities and selling values of the various
products made by the industry; he can get some idea-
about the quantities and types of materials used by the
industry; and, most important of all, he can ascertain
what his material and labour costs should be for every
dollar's worth of sales. By a study of the industry
report, he will discover what the experience has been
in this comnection for other firms in his industry.
Furthermore, to make these cost ratios more mean-
ingful to manufacturers, the information is broken
down by size of establishment so that comparisons
may be made with establishments of the same size,
since, in some cases, there might be significant cost
differences between large and small establishments.
Statistics on the concentration of each industry on a
provincial basis, and in some cases on a city basis,
are also published. These reports 2lso contain statistics
of imports and exports which may serve to indicate
the degree of foreign competition which the industry
is encountering. The names and addresses of all the
establishments allocated to each industry are also
published.

et g R, g SRS 1 S A % T T

ot Attt Y e e Rn avn e X N - : e gz n

193

Merchandising - IR

If a small retail business is being contemp]éted,—

the prospective operator, no doubt, knows something
gbout both the business and the location in which he
intends to operate. Information is available from
DBS, however, which might well assist him in his
dec15}on. Special census reports on population and
housing by census tracts (small economic areas in the

twelve largest cities) furnish information on racial

origin, religion, sex and age groups, housing, and class
of worker, which can be vital to the succes'bs of certain
classe.s of retail stores. Similar data are available for
counties and municipalities. This information, of

-course, is available only for years in which a popula-

tion census is taken. . . o :
_Spec1al D.B.S. studies of retail store operétions
provide average profit and loss items as ratios to net
sales, also balance sheet information, which can be
useful as a guide in operating a business. These studies

show the average inventory requirements of stores for -

some eight sales-size categories for

retail trade classifications, %he rate of esa:c(;l:;kqtfu;n“éifne?
the ratio to net sales of some twelve items of exp’ense’
the ratio of sales or profit to capital investment etc’-
all of which are effective tools in business manage’men:
Once a retailer has become established, comparisons.
can be made on an up-to-date basis with another series .
of reports—Monthly Retail Trade. These show trends
of sales for twenty retail trades, by provinces, with a
further breakdown of sales made by retail chai’n stores
and. b.y independent stores. Soméwhat similar current
statistics are available for wholesale trade. S
_ The operator of a new enterprise might well con-
sider some such external comparisons with his business
¢xperience. A request for statistics pertinent to his
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business or for a list of those statistics which are
available should simply be sddressed to the Dominion
Bureau of Statistics, Ottawa, There is 2 qominai charge-
for most D.B.S. reports 1o cover printing costs.

K }PROYENCIAL
INDUSTRIAL DEVELOPMENT DEPARTMENTS

Department of Industrial Developrrient,
Trade and Commerce,
Province of British Columbia,
Victoria, British Columbia.

Department of Incustry and Develonmant,
Provinee of Alberts,
Fdmonton, Alberta.

Department of Industry and Comuzerse,
Province of Saskatchewan,
Regina, Saskatchewan.

Department of Industry and Comunssss,
Province of Maniioba, :
Winnipeg, Manitoba.

Department of E_concmics anq Develunmant,
Province of Ontario,
Toronto, Ontario,

Department of Industry and Comrnerzs,
Province of Quebec,
Quebsc City, Quebec.

Department of Economic Growtn,
Province of New Brunswick,
Fredericton, New Brunswick.

Department of Trade and Indusizg,
Province of Nova Scotia,
Halifax, Nova Scotia.
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Denartment of Industrial and Natural Resourees, A G B :
? Province of Prince Edward Island, - - o poca _
Charlettetown, Prince Edward Island. NATIONAL RESEARCH COUNCIL
- {‘ecl"ucal Juformation Service
Rephesentatwes

BRITISH COLUMBIA ... B.C. Ressarch Council,
University of Bntlsh
\,oiumbla,,
Vancouver, B.C.

ALBERTA . .. ST Researzh Council of . -
: T Alberta,”
) . 134—8ih Avenue, SE
L Calgary, Alta.

. MANITOBA ... National Research Council
701 General Post Office -
T 266 Graham Avenue
o : Winnipeg, Man,” -
ONTARIO ..., Ontario Research
: Foundation, -
43 Queens Park-
Crezcent E.,
Toronto, Ont.

Department of Economic Development,
Province of Newfoundlaad,
St. John's, Newfoundland.

v

QUEBEC .......ccc...lvvn, National Research Councﬂ :
3420 Wilson Avenue,’ Tl

Montreal, P.Q. : 3

NEW BRUNSWICK
and PRINCE EDWARD ‘ '
ISLAND oo, New Brunswick Research
and Productivity Councﬂ

Box 1236,

* Fredericton, N.B. b
96263—14 ) il
b

r
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NOVA SCOTIA and

NEWFOUNDLAND ........ Nova Scotia Research

OTTAWA s h

Foundation,
Box 1023, ]
Halifax, Nova Scotia.
National Research Council,

Sussex Drive,
Ottawa, Ontartio.
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Appendix C-
ENDUSMGALL DEVELOPMENT BANK '

" The addresses of the various ofﬁces of the Indus-
trial Development Bank are:
ST. JOHN’S Nid. 85 Elizabeth Avenue.
Telephone: 726-1323 :
Province of Newfoundland. . _-

HALIFAX, N.S. 1583 Hollis Street.
Telephone: 429-8600
Province of Nova Scotla

SAINT IOHN, NB. 75 Prince William Street. =

Telephone: 693-2595 S . :
Province of New Brunmswick, except those
counties served by the Mcncton office. .

RIMOUSKI, P.Q. 143 St Germam Street.”

Telephone: 724-4461 C
Counties of R1v1ere-du-Loup, Temiscouata, -
Rimouski, Matapedia, Matane, Gaspe-Ouest,
Gaspe-Est, Bonaventure and the County of
Saguenay on the North Shore. :

QUEBEC, P.Q. 925 Chemin St. Louis. -

Telephone: 681-6341.
Counties of Lac St-Jean-Ouest, Lac St—I ean~
Est, Chicoutimi, Charlevoix-Est, Charlevoix-
Ouest, Montmorency, Quebec, and Portneuf;
also counties of Lotbiniere, Megantic, Fron-
tenac, and all counties eastward up to and
including Kamouraska; the Magdalen Islands.

96283—143 :
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TROIS-RIVIERES, P.Q. 550 Bonaventure Street.

Telephone 375-1621
Counties of Maskinonge, St. Maurice, Champ-

laln, Yamaska, Nicolet,
Arthabaska

AMONCTON, N.B. 236 St. George Street

Telephone 839-1551
Counties of Albert, Gloucester, Kent, North—

umberland, Restigouche and Westmorland in

the Province of New Brunswick; and the '

Province of Prince Edward Island.

MONTREAL (NORTH) -

Montreal, P.Q. 110 Cremazie Boulevard West

Telephone: 382-2891
Island of Montreal except that portion served
by the Montreal (South) office; counties of
Abitibi, Temaskaming, Berthier, Joliette, Mont-
calm, Labelle, Terrebonne, Argenteuil, Deux-
Montagnes, L’Assomption, Laval, Vaudreuil,

and Soulanges. - B -

MONTREAL (SOUTH) o

Montreal, P.Q. 901 Victoria Square. .

Telephone: 866-2701
City of Montreal south of Jean Talon Street
municipalities of Lachine, Ville St. Pierre,
Montreal West, Cote St. Luc, Hampstead,
Westmount, Outremont, LaSalle and Verdun;
counties of Richelieu, Bagot, Rouvill and Mis-
siquai, and all counties westward and south
of the St. Lawrence River.

SHERBROOKE, P.Q. 31 King Street West.
Telephone 567-8481
Eastern Townships——the countres of Brome,

Compton, Frontenac,
Sherbooke, Stansteade and Wolfe.

D e T
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Richmond, Sheeford,”
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OTTAWA, Ont. 330 ‘{mg Edward Avenue
Telephone: 232-5789
Ottawa Valley and Eastern Ontario—in
Quebec, the counties of Gatineau, Hull, Papi-
neau, and Pontiac and in Ontario, the coun-
ties of Renfrew and Frontenac and 2ll counties
eastward. -

METROPOLITAN TORONTO
Toronto, Ont. 250 University Avenue
Tclephone 368-1145

Metropolitan Toronto.”

MID-ONTARIO
Toronto, Ont. " 250 Un1ver51ty Avenue

, Telephone 368-1145 S
Southern and Central parts of Ontario—the

counties of Durham, Haliburton, Hastings,
Lennox and AddmOton Northumberland,
Ontario Peel, Peter borouOh Prince Edward,
Simcoe, Victoria and Vor,r (eAcmdmg Metro-
polrtan Toronto); and the district of Muskoka

HAMILTON, Ont.

Telephone: 528-0471
Hamilton-Niagara Peninsula—the counties of
Brant, Haldimand, Halton, Lincoln, Norfolk,
Welland and Wentworth

KITCHENER-WATERLOO . ‘
Waterloo, Ont. Waterloo Square Bulldmg
Telephone: 744-4186

Counties of Bruce, Dufferin, Grey, Waterloo,
and Wellington.

LONDON, Ont. 291 Dundas Street

Telephone: 438-3363
Counties of Elgin, Huron, Lambton, M1ddle-
sex, Oxford and Perth.

20 Hughson Street, South,

TR e w e Ry (e PR




T RS

giathiell bk

202

WINDSOR, Ont. 267 Pelissier Street.
Telephone: 254-8626 '
Counties of Essex and Kent.

SUDBURY, Ont. 96 Larch Street.
Telephone: 674-8347
Districts of “Algoma, Cochrane, Mamtouhn
Nipissing, Parry Sound, Sudbury, and Timis-
kaming.

LAKEHEAD
Fort William, Oant.
Telephone: 623-2745
Northwestern Ontario—the districts of Kenora,
Patricia, Rainy River, and Thunder Bay.

106 Centennial Square.

WINNIPEG, Man.
Telephone: 943-8581

Province of Manitoba.

360 Broadway.

REGINA, Sask. 2220—12th Avenue.

Telephone: 527-6631
Southern Saskatchewan—that portion south of:
The South Saskatchewan River from the Al-

5 hk et & Dbt e e o ¢ G T | 0% D

berta border to Outlook, the Township 28—29

dividing line between Outlok and Highway 35;
and Highway 49 to the Manitoba border

SASKATOON, Sask. 406—21st Street, East.
Telephone: 242-4227
Northern Saskatchewan—excepting the area
served by the Regina Office.

CALGARY, Alta. 320 Seventh Avenue S.W.
Telephone: 269-6981
Southern Alberta—Townships 1 to 40 in-
clusive.

203 -

EDMONTON, Alta. 601 Chancery Hall,
Telephone: 424-4926

Northem Alberta (from and including Town-
ship 41), and the Northwest Territories.

KELOWNA, B. C. 1460 Pandosy Street.
Telephone: 762-2035 St

Eastern British Columbla from Provincial h

Highway No. 5 to the Alberta border.

PRINCE GEORGE, B.C. 1320 Fifth A
Telephone: 563-0641 veme.

Central and northern British Columbia (north -

of Cache Creek) and the Yukon Temtory
VANCOUVER, B.C. 900 West rIastlngs Street
Telephone: 681-7484

Province of British Columbia, excepting those
parts served by Victoria, Kelowna and Pnnce
George offices.

VICTORIA, B.C. 702 Fort Street
Telephone: 386-3544 .

Vancouver Island.
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