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p-.Lne  Small 

The small business occupies a large and important 
place in the everyday life of Canada. Nearly every day 
we deal with grocery stores, butcher shops, men's or 
women's clothing stores, shoe stores, drug, stores, bar-
ber shops, laundries,  garages,  or amusement centres, 
many of which - are owned by srn2.-.., 11 businessmen. Nat 

 so apparent in every day life are . the numbers of manu-
facturers who operate on a small scale in a variety of 
fields. Flour and feed mills, sawmills, sash and door 
facitorics, and metal-workina shops are a few ;:mples 
of small manufacturing busineç ,ze>ç. There P 7,:' many 
others, not only the older, more established industries 
DU  t also man -y,  rec.ent beginners. 

The sniall business occupies this important posi-
tion because it Cati  be adapted to meet thc nezds Of any 
particular community. For example, many towns and 
villages are too small to support a large retail firm. 
Even in  large  urban centres, there are many lines of 
activity in which small businesses can make a place çor 
thern.selves. Here they 'play an important role in the 
local economy by emphasizing some spe.cial feature-
location, personal attention, particular sioods, or un-
us.,u.al service. Th.ese firms are established by individuitls 
or groups who, after weighing the advantages and dis-
advantages of ownership, have decid:d to become pre-
prietors, and have ha.d the capital plus the energy and 
ability 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 proprietor of a firm, hé has, of course, the sat-
isfaction of ownership itself. The owner of a successful 
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 is a 
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, g,ive him a more responsible posi-
tion, or raise his salary. The owner is responsible for 
his own advancement a:.ci profits. If successful, he 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 partnership or in.corporatecl entity. In 
these cases, the individual loses sorne of his inclrept.md-
once through having to co-operate, 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 mociified somewhat. 

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

Firstly,  the  owner has a responsibility to his cus-
tomers. He must sell them the types of goods or serv-
ices they want, at prices which meet those of his com-
petitors, and in a way which they find pleasant and 
convenient. The businessman mak.es money by serving 
his customers. He must get to kilOW their wants, tastes  

and personalities. His store must appeal to them indi- 
vidually, in such a way as to hold old patrons and 

attract new one,s. 
Secondly, the owner has a responsibility to his 

employees. He must meet the payrolls every week ) 

 every tr,vo weeks, or every month, as the case may be. 

He must establish and maintain an efficient working 

organization. He must provide adequate safee.uards for 

health and safety, and workinn conditions that are as 
pleasant as possible. Failure to do this results in poor 

-
co:.ordination, divided responsibility, bickerinz, and in-
efficiency, all of which offend customers and lose sales. 

Thirdly, the owner has a responsibility to _govern-
merit—federal, provincial and local. T.o the Federal 
and/or provincial governments he is responsible, for the 
payment of his personal income tax. He is also respon-
sible to the Federal and/or provincial Rovernrnents for 
the collection of income tax deductions and unemploy-
ment insurance deductions from his employees' waus. 
113: may also be responsible for collecting and remitting 
federal sales and excise taxes, and provincial sales 
To his provincial government  ne  may be responsible 
for the .payment of certain taxes or charges, such as 
\vorkmen's compensation contributions. He must corn-
ply with provincial building codez, fire regulatiors, and 
health and safety codes. To local aoveTrnment, he is 
answerable for the observance of a-ny local  building 
codes, as well as the payment of property taxes and 
fees for any licences he may require. 

The responsibilties of the businessman are many 
and heavy. The successful bearing of this burden Of 
responsibility, and nard  work, mean that the business- 
man  must. have  personal qualifications of a high orde.r. 

Firstbn he must be a leader.  T-Te must have initia- 
tive, enen.-4y, and foresight. He must thrive on the bar- 
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den of i,vork and responsibility which he constantly 
carries. 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 the good and learn to profit by 
errors he makes. 

Secondly, he must be a man of sound character. 
The owner must meet the dema.nds of his creditors 
promptly. He must deal honestly with customers, and 
-fairly but firmly with his ernployees. If his business is 
to grow, he must become known  as a 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 i,vhere to 
'obtain expert advice. Before he, starts out he must know 
his business thoroug.hly. He must know the qualities 
and prices of merchandise which will sell, the dealers 
from whom he can buy it, and the terms 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 interest on those loans; the regulations of gov-
ernment; the details of stocking, displaying, and selling; 
the costs whic'n he must incur, and the minimum sales 
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 whe,n to avoid them, when to 
expand his business and vvhen to contract, and when to 
borrow to take advantage of discounts. The necessary 
knowledge, ability, and judgment rarely are acquired 

":1•77-7n 

without previous experience in a similar line of en-

deavour. 
Therefore, before starting up a business of your 

own, you should work for some successful firm in the 

line of business you: intend to enter. 
If, for instance, you are planning on establishing 

a retail store, go to work for a retailer, or for a v-a.riety 

or department store. Your work alone, may not be suf.- 
ficient training.  You  may require night school courses 

in certain aspects of business. For example, if you are 

sailing for a department store, you should take a night 
school course in bookkeeping. Department stores often 
have courses for their employees in various aspects of 
store operation. If you are working in a d.epartment 
store, you should try to move around to acquire e,xpe-
rience in several de,partments. Working for a small firm 
is sornc,qimes even better as you do a variety of work 
and become 1-_,,e,tter a.cquainted with the business as a 
whole. On the other hand, the training obnained in 
larger firms is usually more thorouah insofar as special 
aspects of the work are concerned. 

Similarly, if you intend to set up a small metal-
working shop, a bakery, restaurant, cernent block 
plant, or locker plant, you should first become quite, 
familiar not only with the technical. operations but also 

• with the business practice. Technical training such as 
the operation of machine tools is given in the voca-
tional training schools of the various provinces. You 
should, however, learn the best methods through actual 
experie.nce in an established finn. 

If you are going into partnership with one or more 
other men, it may be possible to specialiae to some 
extent. For example, if three men are partners in a 
retail store, one, micht keep the accounts and records, 
a second niight supervise sales and displays, and the 
third handle purchasing and stocking. Thus, if you look 

C6283-2 
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In this chapter, we shall consider the various ways 
\.-,11ich your business can be organized. You may 

ia ,-icied on titis already. But at any rate, it is well 
:a,,,airie of the diffe,rent types of organization which 

available and the characteristics of each. YOU may 
to be the, sole owner of the business yourself, 
may have decided to go into a partnership with 
twc friends. But are you aWare, for example,, 
many advantages your firm could derive from 

bing organized as a private corporation? This would 
lo)propriw.e-  if you know several men who have 

capital to invest, but who do not want to be liable 
for the debts of the firm, or who do not want to take 
,aiy active part in its management. If you know of a 
fairly large number of people who might be interested, 
each of whom has only a relatively small amount of 
mone.y to invest, the co-operative is an appropriate 
Çorin of organization. 

We shall proceed to examine these various types 
together with the characteristic advantages and disad-
vantages of each. 

forward to handling accounting,, yo U should try to oet 
 into the accountiner department of some established 

store and learn its practices. If you plan on handling 
sales and displays, an excellent training is provided 
'occoming a sales clerk in a department store and taking any merchandising courses which the store offers its employees. But a g-eneral knowledge of the business is 
still hig._:hly desirable in case one of your partners be-
comes ill. 

Going into business for yourself is something 
which not only confers rewards and provides opportu-
nities, but is also an undertaking which requires expe-
rience' and ca, pital. It may involve considerable financial 

It is  nt a decision to be taken lightly. Carefully 
appraise your ability, personality and experience. Con-
sult solur local Chamber of Commerce, Board of a-r.ade, Better Business Bui:eau, 'oankers, trade sup-
pliers, wholesalers, retail merchanS association, etc., 
-about the business you have in mind. Proceed on the . basis of careful calculation and sound advice, not on 
hunches or guesses. Weight the evidence carefully be-- 
fore arriving at a decision. Then stick te it. 

The Tridividual Euterprise 
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 employees. But the basic point is that 
there is only one person who is legally responsible for 

96283-2 
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the firm's debts and entitled to the firm's profits. He 
owns all the assets, must meet all the liabilities, and 
is responsible for the conduct of every phase . of the 
enterprise—buying., selling, manufacturing, advertis-
ing, accounting, personnel, and so on--even though 
he rnay hire other people to take charge of some of 
the Ill. 

If you establish an individual enterprise, you  will 
enjoy 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 
not 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 
free 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 
these is the unlimited liability of the owner. That is 
to  say,  if your r business becomes insolvent and is forced 
into bankruptcy, 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- 

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 nature of the property 
belonging to a wife. Unless such distinction is made, 
the property of both husband and wife can be taken 
to satisfy creditors of the wife's business enterprise. 
In fact, any married person entering into business in 
the Province of Quebec, whether man or woman, 
must go through legal procedures designed to establish 
to what extent his or her property is separa.te from 

 that of his or her spouse. If you are in  either of 
these situations, you should seek  legal advice. 

The individual enterprise h ag.  other disadvïmtages. 
Its size is limited by the amount of the owner's capital 
plus whatever he  can  borrow from friends, 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 have 
greater resources, especially if they are partnerships 
or corporations. There are many ways in which this 
small size can hamper you. For example, when order-
ing goods, you will not be in the same position to 
get quantity discounts as will the larger buyer. The 
fact that you must supervise ail  branches of 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 whose employees have 
specialized in merchandising, advertising, accounting, 
and so on, and who have acquired a greater skill in 
handling these matters. 

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 
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of arnistration, 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, 
-y-ou wish to use a naine  other than your ovin, or to 
add "and company" or similar words to your name, 
you must file a declaration in accordance with the 
inns of the province in which you  will conduct your 
business. The place of filing is usually the local county 
court house. 

tertf.hip 

in a partnership, at least two people pool their 
resources and abilities in the conduct of a particular 
business enterprise. A partnership is created by enter-
ing into a contract which has two main points: (1) 
it states the contribution to be made to the business 
by each partner; and (2) it specifies the manner in 
\vhich the ea.rnings of the enterprise are to  be shared 
by the partne.rs. Such other matters as• the following 
are also usually covered: purpose of business, name 
of firm, duration of agreement, place of business, 
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 sorne instances), and the indi-vidual liability of the 
members to one another and to the public.  

ii 

In a general partnership the members are not only 
jointly liable (lia.ble in equal s.hares) for the debts of 
the partnership, but in addition, are jointly and severally 
liable (each liable for his share or the full amount). 
Each partner can bind the partnership 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 partners. As opposed to the 
unqualified liability of a general partner, a limited 
partner is liable to the firm or to its creditors only to 
the extent of the capital he has agreed to contribute, 
and no more. He may share in the profits according to 
the partnership agreement but must take no part in 
the management of the firm or he becomes a general 
partner. 

A partnership arrangement has certain advantages. 
It permits the partners to specialize to some degree. 
In a small auto parts  flua  operated by three partners, 
for example, one partner does  ail the selling, "a second 
does the repa.- ir work, while the third does the hnnk-
keeping and the d.etail work of the stock roorn. Each 
is thoroughly experienced in his branch of the business, 
which, as a result, operates at a higher level of efficiency 
than if one man had to handle all three aspects of 
the business. The partnership thus makes it possible 
to combine a variety 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 variety of 
talents may make it possible for the pa.rtnership to 
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 partners pay in.comn tax on their sqlnries  and  their 
shares of the net profits of the firm. 

The partnership  has  certain disadvantages. The 
firs t  of these is the feature of unlimited liability. The 
partezrship is not an entity distinct from the persons 
who enter it. Each 'general' partner is individually 
liable for the whole of the debts of the partnership. 
For el,(ample, if a two-man partnership owes $5,000 
to its creditors, and partner A is known to have consid-
era.ble money, vihile B is known to be a relatively poor 
man, the creditors May sue A for the $5,000. As in the 
case of the individual enterprise, the law makes no 
distinction between the 'general' partner's share of the 
a....ses of the business and his personal property. 

A.!:_nain, there is the danger that some of the part-
n-rs rfl'a \,' 1-4' dishonest  or  inr-e,n-Ipen-nt  and  will  cause  
the business to lose money through fraud, negligence, 
or bad. judzment. There is also the fairly considerable 
disadvantage that the partnership ceases to exist if one 
of the partners dies or withdraxvs from the partnership. 

Ail  partnerships must be registered in accordance 
with the laws of the province in which business is to 
be carried on. The usual place of registration is the 
local county court house. 

When a partnership is dissolved,. it is prudent 
to provide public notice of the dissolution. Notice 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 
partners from debts incurred by the business after their 
withdrawal. 

The Corporation 
The corporation or joint stock company is the 

most complex of all the forms of business organizations. 
It is a separate legal entity distinct from the share- 

holders who own it. The corporation'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 shareholders as a group own the company. 
The shares are actually certificates of ownership in the 
corporation. Owning a share entitles the stockholder 
to a certain share of any profits which may be made 
availa.ble, for distribution by the management. In. a 
public corporation, shares are transferable, that is, can 
be sold by stockholders ,,v1-‘n, no longer wish to own 
them. In a private corporation, the number of share-
holders is limited to fifty, the shares can be transferred 
only v,ithin the limitations laid down in the Letters 
Patent,  and  thene can be, no invitation to the general 
public to subscribe for the, shares or debe,ntures of 
the company. Ownership of a share, unless it belonas 
to a special class for which voting rights are limited, 
also entitles the shareholder to one vote at regular 
meetings when the policies and actions of the corpora-
tion come up for review by the shareholders. 

The corporation is governed by a board of di-
rectors elected by the share,holders at the annual meet-
ings. Sometimes a special  meeting  is called for this 
purpose. The board appoints. members to fill any 
vacancies which ma.y occur between .annual meetings 
due to the resignation or death of elected members, 
and these ap,pointe,es hold office until the next annual 
meeting. The board of directors meets from time to 
time and supervises the business of the corporation 
in a general way. 

The management is the teim 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 .:na.y be members 
of the board of directors, but not necessarily so. They 
may also be paid employees of the corporation, and 
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usually are. The management is responsible to the 
board of directors, which in turn is responsible to the 
sluucholders, who are the. ultimate owners of the 
corporation. 

The corporate form of organization has many 
cd\ antags. The most important of these is that the lia-
bility of shareholders is limited to the value of their 
shares. That is, if a s'nareholder has bought 5100 worth 
of stock in a company and the company ,goes bank-
rupt, he \vill lose the amount he paid foi -  the stock, but 
the company's creditors have no claim on his personal 
r•oss,:ssions. Sometimes corporations sell shares of a 
ai\ en "par value", but the pc.,rsc,n who buys the stock 
do  es not have to pay the whole of the par value at the 
time of purcha.se. The company retains the right to 
call on him for any or all of the unpaid portion of the 
value of his stock at any thne. In case the corporation 
is forrerl ifltri llqnkroptcy, the ch ,, reholde.r is liable for 
ally of the uncalled value of the shares he owns, but 
there his liability ends. 

For example, suppose that you bought a $100 
par value share in a coni.pany and were required 
to pay only $25 for it at the.time of purcha.se. If the 
company goes into bankruptc,y, the receiver can call 
on 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 .sa'ho have resources available for invest-
ment but who do not want to risk their entire personal 
fortunes, and those who may wa.nt to withdraw from 
the enterprise a.t a future date. In this way, huge quant-
ities of capital are accumulated for the carrying on 
of business by gathering together the individual savings 
of large numbers of shareholders. At tile saine thne, 
control of day-to-day business is concentrated in the 
hands of permanent management. These features enable 
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the corporation to expand its plant, extend the range 
of its products, plan large advertising campaigns, rais-
int.,  the required funds by new stock issues. 

Profits are usually paid to the shareholders only 
in years in which profits are made. In a bad year, the 
corporation does not have tO make any payments 
to its owners. This is more advantageous than having 
to pay interest on borrowed capital regardless of 
whether the year has been a profi table ma or not. The 
corporation also possesses an assured continuity; it is 
not dissolved by the death of any of its shareholders 
or by the sale of shares by a sha.reholder. 

Against these, very considerable advantages must 
be set a number of disadvaritaP:es. It requires a consider-
able expenditure of ti.rne and money 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 burden than other forms of enterprise, (see, section 
on taxation in Chapter 10). Not only are there taxes 

corp,orftte income, but dividends paid out to each 
shareholder 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 forma  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 \vhether to be incorporated 
by the Federal Government or by one of the provincial 
governments. 

There is no very great difference between being 
incorporated by the Federal Government and being 
incorporated by one of the provincial governments. 
Federal incorporation gives one important advantage; 
provinces cannot enact regulations designed to affect 
the status of a company possessing federal letters patent. 
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That is, these federal companies may nc.,, t be hripeded 
by di-scriminatory legislation passed by any province. 
Federal companies, however, are subject to provincial 
laws of r_,eneral application. 

If you decide to secure federal letters patent, you 
should write to the Department of Consumer and 
Corporate Allairs, Ottawa, Canada, and if you desire 
provincial letters patent, you should write to the Pro-
vincial Secretary or the Registrar of Companies of the 
appropriate province to obtain the proper application 
forms. You should fill these out and return them. After 
the application has been approved, and your company 
has been incorporated, you ma -y proceed to organize 
your business. 

Fees-  payable to the Department of Consumer and 
corporale Affairs, Ottawa, upon filing of an applica-
tion for letters patent, are based upon the authorized 
capital requested, and  are  on a sliding scale beginning 
at minimum of $100 for an authorized capital of 
S50,000 or less. 

mt, 	4-› 	_ ,_• _ e 

The final forrn of organization we shall consider 
here is the co-operative. In this type of organization, 
capital is raised by the sale of shares to members. But 
wherea.s 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 
v;hich it does business. If it is incorporated, its Me17.1- 
bers receive the benefit of limited liability with  ail  the  

17 

protection which this implies. Th.:: overwhelming 
majority of co-operatives are organized as corporations 
for this reason. 

The co-operative store buys its 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 
out to members in the form of patronage  dividends. 
These dividends are proportional to the volume of 
business which the members have done will the co-
operative. They are not related to their holding of 
shares in the co-operative. 

Co-operatives are also organized hi the packing 
and processing industries. Creameries are often owned 
co-operatively by farmers who have dairy herds, and 
the packing of fruit is often organized co-operatiNely 
by fruit growers. In these cases, patronage _divide,ncls 
are paid out to members in proportion to the quantities 
of cream or fruit the -y have delivered to the co-operative 
for processing or tracking. 

The advantages of being a member of a 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-the-road position. The co-operative is 
not taxed on patronage dividends paid out to members, 
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but it is taxed on those profits retained within the 
co-operative. 

The weakness of the co-operative lies in the danger 
of the management being inexperienced, or not having 
sufficient financiad investment to put forth its utrnos't 
efforts. As co-operatives have their greatest popularity 
in small towns in rural areas, the management is likely 
to be dra_wn from the local membership, and may lack 
thorough training in business. 

Several of the provincial governments have taken 
an active role in prornotin.g the organization of co-
t.:.,,p..:ratives. If you plan on organizing one, you should 
Cet  in touch with the appropriate government depart-
ment or bureau. 

in this chapter and the following-  one your atten-
tion will be drawn to planning the location of your 
business. Since the factors which affect the location of 
a factory are rather different frorn those which affect 
the location of a retail store, the discussin ,  will be 
carried on in two parts. This chapter will 2 •2a1 with 
location of factories, and the following one \vith loca-
tion of retail stores. 

Choosing a location for your factory amounts to 
finding such a locality and site as will make the profits 
from your operations as large as possible. To do this 
you must locate . so that your net sales in relation to 
your costs are as fa. -v-ourable as possible. You cannot 
afford to neglect any factor which will affect either your 
sales or your costs. Raw materials, labour, power, fuel, 
and transportation costs must all be considered. So 
must such important items as market area, amount and 
quality of competition, available distribution facilities, 
and local laws and taxes. You must take a long-run 
view of all these matters because your factory >  once 
erected, will have to be operated under favourable 
conditions over a long period if it is to be a profitable 
investment. 

Valuable assistance in choosing a factory location 
can often be obtained by contacting municipal indus-
trial commissions and provincial development agencies. 
The latter are discussed in Chapter 7 of this book. In 
addition, the Dominion Bureau of Statistics, as dis- 
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cussed in Cha.pter 12, can provide a wide range o 
information which could prove helpful. 

Ploacki-ar.,qion Maleridis 
An important ma.tter is the availability of raw 

aterials and serni-znanufactured goods used in making 
your product. The closer you are to the source of 
production 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 
greater willbe your ability to compete,. 

YOU should first of  all  find out what quantities of 
your pardcular raw materials are available in the dis-
trict. You should also find out the quality of these 
supplies, for if they do not corne up to satisfactory 
standards, it may pay you either to ship in raw mate-
rials or to locate in a different area. Another important 
rnatter is the cost of obtaining raw materials. Raw 
materials of good quality may  'ne  obtaina.,ble in suffi-
cient quantities over a long period, but only at pro-
hibitive cost. If you will be using natu.ral resources, 
such as timber or minerals, you  can  usually expect 
that the cost of o'otaining them will rise after a time 
as the more easily obtained supplies are used up and 
you 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 firrns, 
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 srnall 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  
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raw material substantially, cutting deeply into your 
profits. You should also learn whether there are any 
seasonal irregularities in the production or delivery of 
these raw materials. 

Similarly you should investigate • the supplies of 
any semi-manufactured goods w'nich you may require 
for your product. Find out the annual production of 
the firms in the area, its quality, its costs, and the 
extent to which manufacturers will produce to your 
specifications.Compare the cost of this local supply 
wit'n the cost .6f supplies in other areas, and the cost 
of bringing  these supplies to your proposed location. 
Note any seasonal irregularity in production Gr delivery. 
, 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: 

Department of Indian Affairs and Northern 
De,velopment 

Department of Fisheries 
Department of Energy, Mines and Resources 
Dominion Coal Board 
Department of Forestry and Rural Develop-

ment 

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

Information on the location 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. Additional sources of information are: Indus-
trial Promotion Division, Department of Industry, 

96283-3 
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Ottawa., and the Industriai Development offices of the 
various provincial governments as listed in Appendix A. 
Local information can be obtained from the Chamber 
of Commeree, Board of Tra.de, or Industrial Commis-
sioner in the area. 

lun.:. in 1:, ,..Lrvi er 

Another important consideration is the labour 
supply in the area. If your enterprise is going to employ 

considerable number of peOple, you wii want to 
locate in an area in which large numbers of people 
already lin,- within easy reach of the factory. Other-
wise, you will pro'oably be forced to go to the expense, 
of bris.ging in workers. You should find out the nom-
ber of males and females of labour force ane in an 
area within which workers can go to and irorn the 
factor:›,  with ease each day. Determine the numbers of 
unskilled, skilled and semi-skilled -workers of the type 
required in your factory, and compare thern with the 
numbers available En the area. Of primary importance 
are the prevailing wage-rates for the types of labour 
you need. You should find out if there is any seasonal 
migration of workers, or any seasonal division of 
work-ers' time between industry and agriculture. You 
should also be aware of the extent of labour 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 M.anpower and Immigration maintains more than 
250 of these Manpower Centres at strategic locations 
throughout Canada and each has up-to-date informa- 
tion based on intensive research into the labour market. 

The Canada .Manponwer Centre can also help you 
recruit the staff you need and supply you with  con- 
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tinuing service in all ata.--:as relating to the utilization or 
development of the working force. 

The Departrnent of Manpower and Immigration 
supplies labour marker services to both the workers 
and the employers of Canada. The objective of the 
Canada Manpower Centre, in zeneral 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 employer while others benefit the 
employer at the same thne  as they help the worker 
improve his employment prospects. 

Fo•emost among the direct services is the assis-
tance the CMC can provide to the employer in finding 
and selecting suitable and competent -i.vot'kers. The 

-,,lanpower Centre counsels and screens candidates for 
eniployment before referring them to the employer. 
lt will also rnake space available in its premises for 
employer interviews. 

Each Canada Manpower Centre has listings of 
available workers  in its local area and, in addition, is 
linked by telex with  ail oiher centres across Canada. 
Thus, if suitable workers are not a.vailable locally, the 
full national resources of the Departnient can be 
brought to bear to locate workers 1.vith the qualifica-
tions sought by an employer. If suitable workers cannot 
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 in establishing employee train-
ing programs. In some cases, it can offer financial 
assistance under the OccupationaI Training for Adults 
(OTA) program in the operation  of in-plant training 
programs. 

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

95283-3 
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skills of the working force. This program, which pur-
chases training for workers and pays them living allow-
ances while they are in training., is designed to help 
the \vorker acquire skills which are currently in demand 
in Canada's changing economy. The Department car-
ries on consultations with employers to ensure that 
workers are referred to training courses which have 
iaonediate application in the working force. Thus the 
program ensures employers of a continuing flow of 
\vorkers trained in. modern skills. 

The -Manpower I\,lobility Program, which helps 
pay a worker's costs on inoving from an area of declin-
ina opportunity to an arca \vhere job opportunities are 
beuer, assists the employe.r by encouraging a. flow of 
\-;orkers from a.reas of labour surplus to areas of  short-
a. «While., the program is not desig,ned  as  'a recruiting 
tool for an employer, it can nevertheless make available 
to him vi- orkers whose skills might otherwise be wasted. 

The Department also offers other specialized 
services of direct benefit to the businessman. A Man-
power Consultative Service is available to smooth out. 
management-labour adjustments to technological and 
economic change. A Business Management Program 
develops and prepares business courses designed to 
upgrade rnanazerial and supervisory personnel. These 
courses, while prepared by the Department, are nor-
mall-y offered under the auspices of provincial Depart-
ments of Education and in co-operation with Chambers 
of Commerce or individual business enterprises. 

Living Conditions 
Closely related to the last topic is the factor of 

living conditions. The conditions under which em-
ployees live will have an effeet, either good or bad, 
upon their performance in your factory. In the long 
run, living conditions will affect your rate of labour  
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turnover, since people will tend to move away from a 
bad area. Workers iioused in clean, comfortable homes 
in residential areas provided with parks and recreational 
facilities are more likely to be steady and highly pro-
ductive than those who are forced to live in slums. 
Discontented worlzers  are  liabilities, both to themselves 
and to their employers. 

Therefore, it is advisable to look into this matter 
carefully. You should get specific information on the 
housing and shopping districts, on hospital, religious, 
educational, and recreational facilities, and on profes-
sional services available in the area in which you 
propose to locate. Information can be obtained through 
conversation v,, ith local civic officials. Personal inspec-
tion is recommended. 

Climate will play a part in the overall picture of 
living conditions. You should find out the average 
temperature and precipitation for all seasons as weIl as 
the extremes of temperature in both winter and sum-
mer. You should see.k data on the number of hours of 
sunshine per year, the average relative humidity and 
\vind velocity for each month, for the past ten years. 

Information on climate may be obtained by v7rit-
ing to local civic officials, or to: 

The Director, 
Meteorological Branch, 
Department of Transport, 
315 Bloor St. West, 
Toronto 5, Ontario. 

- Sites 

Important considerations when thinking of factory 
location 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 scarce, its 
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puce  or rent is likely to bc high. If the land is to be 
rented, you will want to know the terms on which lease 
will be granted and the length of tirne for which it will 

An important feature of many towns and cities 
from the industrialist's point of view is the existence of 
laws s.vhich divide the total area into residential and 
industrini zones, prohibiting factories in residential 
zones and residences in industrial zones. Because such 
laws may restrict the amount of land ,available for 
f:ictorics, it is advisable to obtain details from the 
proper civic authorities before proceeding to examine 
sites. 

in addition te. the  actual amount of land available 
for industrial purposes, you will want to know a great 
deal about the location  and ,- lia,teristics of the land. 
You should know if it is hilly or flat, dry or swampy. 
If the land is hilly, you may have to spend money to 
have it cut and filled to provide a flat area of suitable 
size. If the subsoil is soft, it may be necessary to sink 
concrcne piles to support the weight of the factory 
building. If the land is near a river Ln which the depth 
of water varies seasonally, the soil may contract 
and ex-pand with its moisture content, and affect the 
foundations of your building. Freedom from floods is 
naturally desirable. Ail such' matters should be carefully 
investigated. 

The improvements.. in the area should be noted. 
You should find out whether fire protection, sewers, 
drinking water, gas and electricity are provided, and 
the system of rates which are in effect for industrial 
usc-rs. The location of the factory with regard to street 
transportation will be important in enabling employees 
to reach the plant. A location near railway spurs, or 
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, you should investigate the amount of 
available space in existing buildings in the area.  In 
doing so, you should bear in mind all the factors 
mentioned 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 
should take this into account when you consider the 
price or the annual rental of the building. 

- Fuel. arxsi 	£17e177'n'',' 

You should investiga.te the various types of fuel 
available in the area. It may be possible to use either 
gas, coke, coal, oil, wood, chips, sawdust, electricity, 
or steam on contract, as fuel in your plant. Your choice 
will depend partly on technical factors, partly on the 
cost of the fuel itself, and partly on the cost of the 
particular equipment 3,011 must use with each. I-3efore, 
deciding to  use a particular fuel, you should know the 
degr, ee of regularity and dependability of the supply. 
Learn the sources of supply, trends in current produc-
tion, methods of transportation, 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 g -rates 
with co.al—should be calculated along with mainte-
nance and rePair costs,  L ngth of life, and reliability. 

You rnay 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 along with any special rates to industrial 
users of electricity, fuel oil, gasoline, or coal. 

ua‘or 
Certain industries require large amounts of water 

in the manufacture of their products, and, in some, 
requirements with respect to irnpurities are critical. For 
example, soft water is an absolute necessity for the 
textile industry, and water free from contamination is 
needed by  ail  of the food industries. If this is the case 
in your industry, it is important to find out just what 
o, ,,,,at=ly of water is available, its chemical composition, 
its rate of non', temperature, seasonal variation, and 
cost. For information write to: 

Water Quality Division, 
inland Waters Branch, 
Department of Enerzy, Mines and Resources, 
Ottawa, Canada. 

Tansporiaifoi2 Facilities 

An  ihrportant factor Lnfluencing many aspects of 
factory operation is the transportation facilities serving 
the place in which you build your factory. The rates on 
fuels, raw materiais, and semi-manufactured goods 
shipped in, and on finis'ned 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 wilI be of great 
importance to you. In certain lines of business, speed 
of delivery is essential, and you should therefore look 
carefully into the adequacy of the carriers' terminal 
facid:t:e,s and the promptness of their delivery services. 
Make certain of any seasonal  changes in the adequacy 
and dependability of transportation services in the area. 
Estimate the carriers' ability to carry an expanding  
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tonnage. You should investigate  ail  types of carrier—
rail, water, highway, pipeline, air—and compare not 
only their rates, but the speed, frequency and depend-
ability of their shipping schedules and any accessory 
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 factory 
to your chief potential sales areas, but also frcuu your 
competitors' factories to these same sales areas. 

Railway Freight Services—Since a certain propor-
tion of your production material and finished product 
is likely to move by rail, you should seek exact informa-
tion on railway freight rates, both those for carload 
lots, and for less-than-carload lots, and for both in-
bound and outboun.d traffic. You should also check 
rates for Trailer on Flat Car (T.O.F.C.), commonly 
known as "piggyback". Some parts of Canada have 
lower rates on a given commodity for a given mileage 
than do other parts. This may be due to a greater 
density of traffic in these areas, or the presence of 
highway or water competition, w'nich forces the rail-
ways to reduce their rates between particular points. 
It will be beneficial- to your business, other things being 
equal, to be located at a point from which you can 
ship on one of these reduced rates to large wholesale 
or retail buyers. 

There are several types of special lol,v rate, any 
one or more of which may be applicable to shipments 
to or from your proposed location. Wherever you are in 
Canada, you should find out whether the rates known 
as "agreed charges" can ba negotiated, and whether 
they have been granted to any of your competitors. 
In Eastern Canada, you should check on the existence 
of areas in which cities and 'towns are "grouped" or 
"blanIceted" for freight rate purposes. 
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You should talk over  ail  matters concerning rail-
way freight rates with divisional or district freight 
agents, with freight traffic managers in Moncton, Mont-
real, Toronto, Winnipeg or Vancouver, or with the 
Canadian. Freight Association at Montreal or Winnipeg. 
Both the C.N.R. and C.P.R. have traffic officials 
specially assigned to freight rate matters. 

'inner Freight Services—Inland water transporta-
tion is particularly important on the Great «Lakes and 
the St. Lawrence, River. Two types of freight services 
are provided, one for bulk freight and one for package 
freight. For rates on bulk cargoes you should consult 
individual steamship companies. Rates on package 
freight are published in the form of tariffs, which may 
be obtained at the principal carriers' offices at various 
St. Lawrence and Great Laites  ports .. Scnr.e bulk cargo 
rates are also -published in the form of tariffs. You 
should also check on the regularity, dependability, and 
speed of the services provided. 

Highway Freight Services— Only a portion of the 
freight rates charged by hig'nway carriers are published 
in tariff forrn.  In  many  cases,  carriers do not  publish 
their rates, and where, this situation exists, you must 
consult individual ope.rators to determine charges. 
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-
cipal scheduled opera.tors. Their rates, which are pub-
lished in tariff form, may be Obtained through their 
local offices at principal airports. Non-scheduled opera-
tors also provide a variety of services between various 
points in Canada. In recent years, there has been a 
noticea'ole increase in the number of private opera.tors  
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in this field. 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 names and addresses of operators rendering 
non-scheduled services. A second source of information 
on air services generally is: 

The Secretary, 
Air Transport Board, 
Hunter Building, 
Ottawa, Canada. 

Further information and guidance is available 
from the Transportation Division, Trade  Services. 
Branch, Department of Trade and Commerce, Ottawa. 

Market Ar ea 

A factor of first-rate importance is the volume of 
sales you will be able to make. You and the other 
producers located near you will tend to sell in a 
certain district surrounding your factories; 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 cornpetitors, together with the vigour 
of their competition. 

A fourth influence on the size of your market are 
 will be the numbers and wealth of the population in 

the area surrounding your factory. Find out something 
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about the proportions of the various income groups in 
the area.. Determine whether it is likely to attract new 
industries in the future; if new industries arrive, popu-
lation and incomes in the area will grow. It is well 
also to investigate the consumption habits of the popu-
lation in the area. 

if your product is one which is used by industrial 
firms, it is obviously desirable; to locate near an in-
dustrial area, other things being equal. 

If possible, you will want to locate in an area 
fl wh.ich there are well developed distribution chan- 

`Y.'ou should make a survey of the retail and 
wholesale outlets in the area and find out something. 
of' the volume -and range of their operations, especially 
in the type of product you will be making. 

A further  guide  in determining the extent of the 
market you can reach is to find out the location of 
the wholesale, firms throughout the country w'no are 
suopli, c1  by the manufacturers of your type of prod-
uct in the area of your proposed location. Bear in 
mind that it may  rot  be easy to draw customers a . ,vay 
frorn their accustomed suppliers. But if you can pro-
duce at an especially low cost, or if you can locate 
so as to get the benefit of somewhat lower freight 
rates, you may be able to extend this market area or 
win customers away from your competitors ,,vith greater 
ease. 

Local Laws and Taxes 

The various places in which you are thinking of 
locating should be carefully compared as to number, 
kind and incidence of taxes, as well as methods of 
payment. You should find  out the scale of licence fees  
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or the rates of business tax applicable in various loca-
tions. 'Get information on provincial, county and local 
taxes on property and sales, as well as the reaction of 
local industry to the existing tax structure. 

It is essential to learn of any local restrictions 
up,on industry-, such as laws prohibiting the pollution 
of the atmosphere with smoke, or noxious gases, or of 
rivers with liquid wastes. Find out how existing indus-
try reacts to these laws and their administration. At 
the saine time, it is well to get some idea of the 
general attitude of provincial, county or civic govern-
ments to -,,vards industry and industrial development 
and  any significant trends in the policies of these 

.nt 	 • uver- /1,-11 

No one of these factors can be considered by 
itself and apart from the others; 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 
good sites, and favourable fuel and power costs. But 
because A is relatively far from market, the railway 
fre,ig'nt 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 large 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 all these 
factors upon costs and sales in the two locations, and 
come to a decision on that basis. 
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Additional Sources of Technical 
Information 

If questions of a technical nature should arise 
when consideration  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 representa_tives 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 infonnation, or by forwarding your 
enquiry to the Ottawa office. As well, enquiries may be 
sent direct to the Chief, Technical Information Service, 
National Research Council, Ottawa. 

Apart from the technical services provided by 
various agencies of the Federal Government, facilities 
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.  

4 	Location of Retail St-, 

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, spending 
months in careful research, and then, sometimes, wait-
ing years for the desirable location to become available,. 
If you are an average small proprietor, you CPnrOt 
afford to make elaborate surveys or wait for long 
periods of time, but you should consider the matter 
of location carefully. Bear in mind some general prin-
ciples, and use  some  simple, reliable, devic.es. 

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

Selecti -rig  a To-wr.. 

You may have decided on a town in which to go 
into business. Perhaps you are well known and well 
liked in the town whc„•re you live, and have decided to 
stay there. But  you  may have a number of other towns 
in your district in mind and are trying  to choose be-
tween them, or you may have heard of some oppor-
tunity in a distant town and are tryinc to  forai  an 
opinion of it. In either of these cases, the follov,.ing 
paragraphs will be valuable to you. 

The first aspect of a town to appraise is its 
eery-I-al economic condition. You •,vill want to knov:- — 
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whether the population is predominantly commercial, 
industrial, agricultural, administrative, or a mixture of 
all four. Find out whether the town is old and well 
established, young, and uncertain, declininz or stagnant. 
LOOk for new housing .  and apartment buildings, new 
street developments and. highways—signs that a com-
munity is expanding. Gather som.e opinions as to liow 
loag. the cause of this expansion will =tin:de to exert 
is ieuence. If the le-vel of business activity and 
employment are stable., the town will be a better place 
to locate than if it is subject to wide variations in 
employment. Note any variations in seasonal employ-
ment or any exp.erience of long work stoppages; they 
will mean that a considerable part of your sales will 
fall  of and ynu will be expected to extend credit. A 
place in which the population draws its income from 
a variety of • sources will assure you of a steadier 
volume of business than a place in which one source 
of income predominates and is subject to wide fluctua-
tions. You should 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 look 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. 

The next matter to investigate is the composition 
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 
live.s predominantly in apartments will not cultivate 
small gardens but will buy all its food. The population 
of a small town, however, will probably raise a large 
proportion of its own vegetable supply. if the popula-
tion of a town habitually buys a large part of its 
requirements in another town or city, or if i.t is 
accustomed to buyin,g on credit, the prospective pro-
prietor should learn these facts before he sets up 
his store rather than find out by bitter experience 
that he cannot operate s..uccessfully, because he has 
overlooked an important factor. If the population 
is foreign born, its buying habits may be markedly 
different from those of people who have been raised 
in Canada. If some foreign languaze is spoken you 
may flnd yourself at a decided disadvantage unless you 
also can speak it. Religious considerations inay affect 
the buying habits of a population, particularly in 
food and clothing. 

Another factor which will influence your 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. Obviously, 
you will not establish a large department-type drug 
store in a town of 500, or a luxury restaurant in a 
farming community. 

96283-.4 
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The matter of rentals needs careful consideration. 
The larger the town or city, the hig.,sher the rents in 
the business district are likely to  ce.  The rent level 
should bc compared with your estimated sales volume. 
Hig,h rents may be worth payin2-  if the town yields 

large sales volume, while low rents may 'oe an 
evid,moe of a low level of business activity. The thing 
to avoid is locating,  in a town in which you cannot 
hope to do enourii business to pay the prevailing rents. 

In smaller towns, an important consideration is 
the to ,,vn's ability to draw customers from the sur-
roundimz area. However, while the sryJall town draws 
customers from rural areas, it also loses customers to 
lanrer centres if within about 40 miles of a la.rger 
community. The closer a town or small city is to a 
large one, the greater will be the extent to which 
it will lose trade to the larger one. Conversely, the 
further a small town is from a large  city, the greater 
xviii be its ability to retain the trade of the surround-
ing area. The smaller town tends to lose trade in 
women's apparel, jewellery and silverware, to cities 
at hast 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 a 40 to 70 mile radius of urban centres twice 
their size can cornpete successfully for the business 
of the area in jewellery, clocks, silvery/are, 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 
take down the licence nurnbers of automobiles parked 
in a 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 

keen 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. 

Selecting a Comninfliqy 

If you have decided to establish a store in a 
particular city or large tovin, the next step is to choose 
the section of the city in which to locate. In a small 
town this problem does not exist since there is only . 
one shopping centre----the main street. But as a town 
develops into a city, and as a city grows, certain 
definite shopping areas appear. In making your choice, 
you should consider  ail  those factors which were 
dealt with in the previous section, and a number 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 are "shopping 
goods", "specialty goods", and "convenience goods". 

"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 time, 
customers select them with great care. They find out 
what various stores have to offer, and carefully compare 
quality, style, and price, before making a purchase. 
Examples of shopping goods are shoes, dresses, suits, 
furniture, radios and automobiles. 

"Specialty goods" are those which are not in the 
heaviest regular demand. The term includes items 
which are either rare, exceptionally fine, expensive or 
elaborate and therefore not carried by the o:erchant 
interested in customers with less specialized or less 
highly developed tastes. 

-96283-41 



• • 
4;1 

"Convenience goods" include both natural com- 
modities and those manufactured goods which are 
availab',e in a number of well-known and widely dis- 
tributed standard brands. Since a shopper can buy 
these con-imodities at a large ntunber of stores without 
having to pay close attention to quality or price (both 
ut  which are standardized), the matter to which he gives 
the most consid.eration is that of the place most 
convenient to buy them. An outstanding example of 
conve•ience goods would be groceries, whether eggs, 
blnanas,  and  other natural foods, or tinned meats, 

egctubles, etc. The important consideration 
in the mind of the person shopping for groceries is 
how to get them home. Except whe,re shopping by 
auto, or delivery, by the .grocer is the rule, this usually 
means that the shopper trays his groceries as close to 
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 city. 
Located at the focus of all transportation routes, it 
is sub-divided into specialized districts—wholesale, 
retail, financial, entertainment, etc. It draws business 
from the whole area of the city. Both pedestrian and 
vehicular traffic are high. Stores are narrow-line shop-
ping_ stores. Shopping, specialty and convenience goods, 
in that order, constitute the meraandise sold. The 
most successful types of store located in this area 
are cizar, department, drug, jewellery, men's clothing 
and wornen'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 
electrical shops and highly specialized shops. Rents 
are high, although they are lower in relation to volume 
of sales for restaurant, general merchandise, and sec-
ond-hand stores. Competition is widest in scope and  
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highc.st in intensity here. The 'basis of business is price, 
selection and service. 

if your capital is modest, it is 'unlikely that you 
abc  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 balanc-
ing of costs and sales. Your net profits may be higher 
at a low rent site with lower sales volume unless you 
can operate on a fairly large scale. 

Outlying Shopping Areas—Most large cities have 
not only a central district but several major outlying 
districts as well. These are located at important mass 
transportation intersections- or terminals. The vehiculnr 
traffic is moderate to high. Pedestrian traffic 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 
in importance. Stores emphasize_ service and price. 

Neighbourhood Locations— Small clusters of 
stores are scattered over most of the residential districts 
of larger cities. 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. Cornpetition is narrow in scope and not very 
intense. The stores, which are seldom large, :mphasize 
convenience and service. Their business comes 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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Slring-Street Locations—Tlicse are located on 
principal streets, either cross-town or radial. Traffic 
in such streets, both vehicular and pedestrian, is 
usually high, but the percentage of customers to total 
traffic is low. This is because these streets are main 
traffic routes for both private and mass transportation 
facilities. 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 Centres—Shopping centres constitute 
importaut: business areas especially for the retail mer-
chant.  The  :y• may be divided into thre,e  types  n&gh- _ 
bourhood, community and regional. 

The neighbourhood centre, the smallest of the 
three, provides mainly for the sale of living needs such 
as foods, drugs, sundries and personal services. This 
centre usually includes up to fifteen stores of which 
a supermarket or a variet-y store is the largest. The 
neighbourhood centre requires a consumer population 
of 7,000 to 10,000 people. 

The community shopping centre, the middlesized 
type, in addition to providing for daily living needs, 
also includes stores selling family a.ppa.rel, hardware, 
and household appliances. The cornmunity centre 
in.cludes 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 
rnost careful study by the promoters. Centres are 
designed to appeal strongly to the customers owning 
a car, much thought being given to location, parking 
facilities and traffic circulation. They also provide for  

the pedestrian's safety -  and convenience. Centres are 
planned so that the group of buildings has a unified 
and pleasing appearance and a maximum interplay 
between the store units. 

The management of a shopping Centre leases out 
space to carefully selected business firms. Generally the 
rent is based on a percentage of the tenant's gross sales, 
with provision for a certain guaranteed minimum an-
nuel rental. The management of the centre provides 
services such as general housekeeping, parking lot 
lighting, snow removal, and sometimes even heating 
and air-conditioning, the tenants being charged for 
these in proportion to their size. The management of 
the centre co-ordinates the activities of the merchants 
association, and generally contributes to the prorno-
tional funds of the centre. 

Estimating Potential Sales—Before locating in any 
pa.rticular shopping area, you will want .to have some 
idea of your potential sales. For the central shopping 
district and outlying shopping area.s, sales for a new 
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 neighbourhood 
store will depend upon the size of the market area sur-
rounding the location, the number of families in 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 area. 
• 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 coming from within a 
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second quarter mile. You should, therefore, exane 
the population of an ai:ea one half ruile in radius,  with 

 your store. as centre. Suppose that you find the number 
of families lug in this area to be one hundred. From  
real estate neents and the housing and apartment ad-
vertisements cf local newspapers, find ot:it the rentals 
paid in these areas. 

For the years 1964 to 1966 inclusive, shelter (ex-
clusive of fu.:.;1, electricity, g,as, telephone and other 

expees) averaged 15.3 per cent cif total con-
sumer expenditures in Canada. Fuel, cleCricity, gas, 
telerhone and other expenses averaged another 7.8 
72 ,:r Oct. is housinP: expenses came to 23.1 per 
cent c.)f total consumer expenditures. if you find that the 
ii,suai rental including fuel, electricity, gas, tel2phone 
and other items charged in the market area is $150 
per month, or $1,800 per year, you can then calculate 
the total fan:ily expenditures for a year. Tney will be 
5i,S00 x 100/23.1 $7,793. Multiply this figure by 
the number of families, 100, to arrive a.t total expendi-
tures in the area of $779,300. 

During  hie  years 1964 to 1966  inclusive, food  
expenditures in Canada averaged 22.0 per cent of total 
consumer expenditures. The potential volume of food 
sales in the area described above should be, therefore, 
22.0/100 x $779,300 = $171,446. If there should 
be already four food stores in  the  area, this total po-
tential sales volume should be divided by five (to 
ir,clude the store you intend establishing) to arrive 

at a potential sales volume for your store of about 

$34,289. Of course, this assumes that all food is 
bought in the neig-hbourhood, and that sales are shared 
equally among all stores in the area. If many of the 
families in the area have cars, you should allow for 
their buying food elsel.;re, especially at supermarkets 
on string-street locations or in outlying shopping areas. 

It would therefole be wise to revise the above figure 
downward. Remember that the revise d  figure represents 
only a potential sales volume. Whether you can achieve 
it depends on how well you meet the competition of 
the other food stores in the area, and on the extent to 
which you can draw customers who previously traded 
in other areas. 

For other types of store, the following table will 
be an aid in estimating the volume of potential sales 
in a given community. 

PERCENTAGE OF TOTAL CONSUMER EXPENDITURE 
SPENT ON VARIOUS GOODS AND SERVICES 

(Average of tip- Y .Pars 1964, 1965  and 1966) 
Food 	- 
Tobacco and Alcoholic Beverages . 

Toba.cco products and smoker's 
Alcoholic Beverages   

Clothing and Personal Furnishings . 
Men's and boys' clothing   
Women's and children's clothing 
Footwear 	  
Laundry and dry-cleaning 	 
Other 	  

Shelter 	  
Gross rents paid by tenants 	• 
Expenses (taxes, insurance, etc.) paid by 

owner occupants 	  
Net imputed residential rent and imputed resi- 

dential capital consumption allowance 	 
Other 	  

Household Operation 	  
Fuel 	  
Electricity 	  
Gas 	  

22.0 
6.5 

accessories 2.7 
3.8 
9.2 
2.2 
3.9 
1.1 
0.7 
1.3 

15.3 
4.2 

6.5 

3.6 
1.0 

12.1 
1.5 
1.3 
0.6 
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1.2 
1.2 
1.9 
2.9 

12.6 
1.7 

6.3 
4.6 
8.9 
1.9 

4.3 
2.7 

13.4 
0.2 
1.0 
0.3 

11.9 
100.0 

12.2 
1.0.6 

1.6 
48.3 
39.5 
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- 	  
.1-Iolue Furnishings 	  
Furniture 	  
Appliances, radios and television sets 	 

Triensportation 	  
Street Car, railway and other fares 	 
New automobiles, used automobiles (net) 

and honse trailers 	  
Automotive operating expenses 	  

Personal and Medical Care and Death Expenses 
Medizai and dental care   
Hospital care, private duty nursing, accident 

and sickness insurance, prepaid medical 
care. 	  

Other 	  
.1‘iiseellaneous 	  

Motion picture theatres 	  
Newspapers and magazines 	  
Net expenditure abroad 	  

GRAND TOTAL 	  
Durable Goods 	  

Major durable goods 	  
Miscellaneous durable goods 	  

Non-Durable  Goods 	  
Services 	  

Other sources of information on sales in an area 
are wholesale firms and trade organizations. 

S(..sieeting a Store Site 
The final step is that of selecting the exact site. 

For a small independent operator who is going to 
locate in an established business community, this often 
amounts to taking whatever is available. But if there  
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is any choice at all, there are certain. principles which 
you shouirl follow. You shoulc.1 use a check list based 
on these principles together with an occupancy rnap of 
the community which you have chosen, in order to 
select the best possible among the available places. 
These occupan.cy maps may be obtained from com-
mercial map companies or from real estate offices. They 
show the type of business situated at each site along 
each street. 

Affinities—The first thing to consider is the matter 
of your neighbours. Certain retail stores seek to avoid 
other stores of the same l(ind for fear of losing sales 
to them. Other stores seek to locate near stores which 
are complementary to them and tend to increase their 
sales. in sçiecting your site, you should be guided by 
these "affinities" as the established "neighbour-seeking" 
characteristics of a store are ca-lled. Some  of the more 
important affinities for central shopping districts are 
listed below. 

TYPE OF BUSINESS 	SHOULD LOCATE NEAR 
Department Stores ....Women's clothing, shoe, variety, 

men's furnishings, millinery 
stores. 

Variety Stores 	Women's clothing, shoe, depart- 
ment, jewellery, men's furnish-
ings, millinery stores. 

Furniture 	 Restaurants, men's furnishings, 
shoe, women's clothing stores. 

Florists 	 Restaurants, women's clothing, 
drug, shoe stores. 

Theatres 	 Restaurants, jewellery, men's fur- 
nishings, shoe stores. 

Women's Clothing 	Variety, department, shoe stores. 
Millinery 	Wornen's clothing, variety, shoe, 

department stores. 



Men•s Purnishings 	Restaurants, theatres, furniture, 
mcn's shoe stores. 

Haberdashery 	Jewellery, men's furnishing 
stores. 

Fur 	 ••=arniture stores, florists, shoe 
stores. 

Candy Stores 	Theatres, jewellery, variety 
stores, florists. 

Tobacco Stores 	Sioe  and jewellery stores, 
theatres. 

Restaurants 	Florists, theatres, furniture, 
jes..vellcry stores. 

Curtain Stores 	Furniture stores. 
Paint Shopç 	r:7 11 1:11 iture stores. 
:Barber Shops 	Florists, theatres, jewellery 

stores. 
Shoe Repair Shops 	Anywhere except near a depart- 

ment or variety store. 
Dru.c.1 Stores 	Anywhere except near furniture 

stores. 
Grocery Stores 	Seldom in central shopping 

districts. 

Traffic Flow—The importance of traffic, both 
vehicular and pedestrian, varies with the business. 
Some lines of business seek locations with maximum 
traffic flow because of the enlarged volume of sales 
this traffic brings. Nevertheless, the make-up of traffic 
rather than its mere quantity is the factor of prime 
importance. Some traffic, such as housewives who go 
downtown between 10 a.m. and 4 p.m., contains a 
large percentage of shoppers, while other traille, such 
as office workers on their way to work, contains a low 
percentage. For certain types of shops, potential 
proprietors are interested in only a fraction of the total 
number of customers pa.ssing prospective locations. 
For example, if you are ope.ning a women's hat shop,  

you will be interested only in the number of female 
shoppers passing the site. 

You may gct traffic counts from municipalities, 
transit comparues,  real estate brokers, or from business 
research organizations who provide this type of service. 
Or you can make your own traffic c:ount. 

Methods of making trek counts va.ry. Counts are 
usually taken for half hour periods. at the ends of l:he 
block and immediately in front of the proposed site. 
Some firms tak-c counts during the entire tin -ie,the store 
is open, while other pre,fc2r to take counts only during 
the busiest hours. SOirie firms, selling a variety of 
merch.andise, and therefore interested in man-y sorts of 
people, count all people who pass a given location. 
Specially stores count only those who are potential 
customers. Vehicular traffic should also be counted 
and estimates  made of the nurnber of passengers in 
the autos. You should make sc-veral, counts, in different 
kinds of weather, on different days of the week, and 
at different hours  of  the clay. Holidays, local events, 
and construction in the vicinity of the proposed loca-
tion will all affect the flow of traffic past it. 

On the basis of such traffic counts, two or more 
sites can be rated from the point of view of the 
potential customers passing them. Give the highest 
customer traffic site a 100 percent rating and grade the 
others in relation to it. If your capital is small, it ma.y 
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 
is the availability of transportation facilities. Sites near 
important street ra.ilway intersections and transfer 
Points are highly desirable, and are known as natural 
locations. Thcy have definite advantages ov t -  other 
locations in bad weather. You should apprai. ,, e trans- 
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portation facilities in 1-eh-J.:ion to other factors. For 
instance, if you ace in the millinery or women's apparel 
business in the central shopping district or in an 
outlying shopping centre; try to locate on the right 
hand sidc  of a traffic artery leading from a high class 
residential district. If you are opening a service station, 
your site sho-uld be on a main highway or traffic artery 
and should be clearly visible for a block in either direc-
tion. If near a traffic signal, the station should be on 
the far sick rather than on the n.ear side, so as to give 
traffic time to decide whether or not to stop. 

Parking—Since.an increasing number of customers 
shop by automobile, adequate parking space should 
be available. This is especially important for grocery 
stores, for people W in not carry groceries any distance 
if they can avoid it. 

Neighbouring Buildings—Sorrie sites are undesir-
able because of the buildings ne-xt to them. Locations 
near factories, garages ;  cemeteries, railroad yards, bluffs 
and hills, should be carefully considered because they 
may be unattractive to customers. The age and condi-
tion of surrounding buildings should be considered as 
well as the type of customer they attract. Vacant build-
ings may be bad neighbours. It is well to know whether 
the building you are thinking of occupying was empty 
for any considerable length of time, and if so, why. 

Lease—The type of lease available is an important 
consideration. The lease which provides for a fixed 
monthly or annual rental regardless of business condi-
tions is advantageous to a businessman if times are 
good, but in a depression it can be a major handicap. 
The percentage lease partially overcomes this handicap. 
Still better is the graduated percentage lease in which 
the rental is a graduated perce,ntage of the store's 
volume of sales. This means a higher rent in booms, 
and a lovier one in depression. 

The len ,,th of the lease is a matter to consider 
carefully. If you are just starting up in business, a lease 
of a year oc two is probably the longest you should 
sign. This will give you tirne to try out the site and 
see if it is satisfactory. If you can obtain a lease which 
is renewable at your option, you can retain or give up 
the site as you wish. 
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character ;  adjust to basic changes in the business v;orld around it. 

77" 	' 

in retailiniz y011 need an c.,verall plan which will 
assure that ail your objectives are directed towards 
the same  goal.  Clear-c ut  objectives v•iii 'help to prevent 
yOU gcttin ,  lost in a naze of detail. A specific 
Eoal withall at,pects et policy contributing towards 
it will protect your firm against the unsettlin.2.-  effects 
of or temporary infiuences. A sound retail 
polic.y aims at cons•'.rving your capital and expanding 
your  sales.  It also  as  at conserving your own, time 
and energy by giving e.mployees guidance in ruaking 
everyday decisions. 

Cirareteristica  of S alukci Policy 

A souncl policy will meet the needs of the  cus-
tomers you wish to reach. Reaching your customers 
requires that policy be a planned development rather 
than a series of piecemeal decisions taken on the spur 
of the moment to gain a temporary profit. For the 
guidance of both your employees and your customers, 
thee policies must be clear and definite. The-y should 
be consistently applied so as to prevent charges of 
favouritism. Your policy should promote a definite 
character for your store, not only to attract the 
customers you wish to reach, but also to give your 
store some protection against direct price competition. 
Finally, your store policy must have some degree of 
flexibility so that it can, without losing its distinctive 

Scope  —e iiec i 	- 	îo1iey  

Before going into a detailed discussion of the 
matters underlying your choice of particular policies, 
it might be well to indicate the scope of retail store 
policy. 

A. MERCHANDISE POLICY 
1. Type of merchandise 
2. Number of lines 
3. Assortments within lines 
4. Quality nf merchandise 
5. Style considerations 
6. Exclusiveness 

B. PRicE POLICY 
I . GenCra I : high or low prices 

2. Discounts 
3. Number of prices in a line of goods 

C. PROMOTIONAL POLICY 
Your choice: highly promotional store or a 

more conservative type? 

D. SERVICE POLICY 
1. Personal service or self-service 
2. Credit 
3. Delivery 
4. Returns and adjustments 
5. Telephone and mail orders 
6. Alterations 
7. Parking 

56283-5 . 
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A nood store policy is not developed by chance: 
it is the result of careful thinking about a number of 
important factors. 

1. CON. SIDER THE CO N SUMER  POPULATION YOU ARE 
AIMING AT 

Ever, if you ha.d the inclination, you could not 
.s.rve  ail aroups of coisurners or even one group with 
ai; its needs. So you must decide which group of 
cus;ornets  'ou  will serve'. Consider the income-level 
of the gnItip you  arc  aiming at; this will 13P important 
in determining the quality of merchandise you will 
csrsv. Ezroupinc.-s- may be an important considera-
tion in :2crtain lines such as apptuel. One of the ways 
of de ,  eioping a distinctive character is to cater to 

Ino - tic liar age r.lroup. In some types of store it may 
bc necessary to appeal to either men or worn(..n, but 
not to both, for sometimes members of the one sex 
do not  :are  to buy certain. articles in the same store 
as members of .,.he other sex. Then again, the customers 
you aim at rilay have certain definite buying habits 
which you must take into account—such as a demand 
for delivery or credit or a preference for certain foocis. 

2. ADAPT YOUR POLICIE,S TO YOUR CAPITAL 

Another very important factor to consider in 
thinking out your store polices is the amount of 
capital you have available in the form of your own 
funds, bank loans, or trade credit. Sometimes retail 
failure, supposedly due to insufficient capital, is really 
due to a lack of policy or one that is unsound in 
relation to the capital available. 

=Sce Chapter 4, pp. 43, for detail methods of estimating sales 
volume.  
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In adjusting your policy to yOlif capital, you must 
consider four types of expense: fixed assets, current 
assets, operating costs, and losses during your initial 
period of operation. 

Fixed Assets—Of course it is absolutely essential 
that you have a store building in which to carry on 
your business.  Il:  is  round  policy not to build or buy a 
building if a suitable building can be rented. Suitable in 
this case means consistent with all other aspects of your 
store policy. A young business should be free of the 
added cost and responsibility of building ownership 
especially if the capital of the proprietor is limited. 
But it is most likely that the building you rent will 
recuire remodelling and redecorating and in most cases 
you will have to pay for this yourself. The appearance 
of the store, bath inside and outside, should be of the 
type whic,h will appeal to the group of customers you 
wish to -serve. 

Fixtures and Equipment—The number and kind 
of fixtures you have in your store will depend to a 
large extent on the type of store, the type of service 
rendered, and the numbe,r of lines of goods in the 
store. Obviously, the type of fixture required for a 
grocery store is different from that needed in a rnen's 
wear shop. In food stores, • the  type of fixture and 
indeed the entlre layout will depend on whether the 
store is to be a self-service groceteria or not. If frozen 
foods are to be handled, special equipment will be 
necessary. Generally, any type of store which relies 
on customer self-service will require different fixtures 
than one in which the employees provide a great deal 
of personal service. If you sell on credit, you should 
Plan on making some outlay on such things as ledgers, 
typewriters, accounting machines, adding machines, 
and files. ix„lso, you should have a safe in which to 
store your accounts receivable and other documentation 

C6283---5 
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(e.g.. unemployment insurance books and stamps, 
income tax deduction records, municipal or provincial 
sales tax records) which should be treated as carefully 

as cash. 
Current Assets—Total capital requirements in 

retailing are very hugely cic..-termined by merchandise 
inventory. Inventory size and type, in turn, arc; gov-
erned bv the goals set for the business and by the 

expeeted sales volume,. Different types of business need 
di•erent amounts of inventory in order to produce 
ti Fercne volume of sales. For instance, the inventory 
reqPired by a:jewellery store to produce S1,000 worth 
of sales is many times the inventory required by a 
butcher shop to produce the same amount. From 
inventory-turnover -ratios you can get an idea of the 
average inventory required to produce any given volume 
of sales for a particular type of business. 

In Canada, individual reports are issued by the 

Bureau of Statistics in Ottawa on the operating results 

of a number of different types of independent retail 
stores. These may be order-ed from: 

The Queen's Printer, 
Ottawa, Canada 

at twenty-five cents per copy and up. From these re- 

ports you can find out a great deal about the cost of 

operating  a small business. 
Clear-cut objectives enable you to economize on 

your capital requirements. A specific appeal to a re-
stricted consumer group may be more effective than a 
more general appeal to a larger group. 

Again, if a credit business is done, capital will be 
required to finance your accounts receivable. This may 
be a considerable amount of money. If the amount 

needed is too high, it might  'oc  Well to rely on a cash 
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sales policy even if it means tha.t 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 

months of opera.tion while your store becomes lcnown 
and attracts a steady clientele. You will have operating 
expenses such as light, heat, and employees' wages dur-
ing this first period, and your sales will probably be 
small and only grow gradually. 

If  your  capital is limited, a proper choice of policy 
can help you reduce these initial losses. If a store is set 
up during a period of temporary depression, it tend 
to have lower initial losses if its policy is one of econ-
omy rather than of quality and exclusiveness. Avoid-
ance of novel goods or novel methods of operation will 
also help toward this end. Stores handling medium-
priced shopping or convenience goods attract sales 
more quickly than specialty stores'. 

Stores which appeal to customers on the strength 
of Quality and service will often have higher fixed costs, 
because those who buy on this basis prefer a store with 
an expensive a.ppearance. Furthermore, establishing 
such a store's personality requires time, so that the 
period of initial losses is likely to be longer. Hence your 
capital requirements" will normally be higher for this 
type of store than for one featuring economy prices. 

3. ADAPT YouR POLICY TO YOUR OWN ABILITIES 
Your policies ought also to be adapted to your 

personal ability, your experience, and your knowledge 
of merchandise. This is a rimtter of crucial importance. 
Prosperous grocery businesses have been ruined when 
the proprietors added a fresh meat business -wil -:out 
having any knowledge of how to buy, cut and se .;. A 

For  the meaning of the terms "shopping goods", "convenience goods", and "specialty :roods", see Chapter 4, pp. 39. 
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ucrson EOI1 illy,  a orodit business shonifl have trl.n. apti-
tude and liking for bookkeeping and accounting; or if 
11 ,- Ilas not, he should make sure that one of his ern-
rlovecs bas such r,bilitv. Many a successful business 
lias grown out of a hobby, in \vhich case, the owner's 
interests and abilities were of the type which could be 
used profitably in a particula.r business ,environment. 
It is vPry Ilnwis ,  to go iritn n line of business .for which 
you are  clearly unsuited. 

4. ADAPT YOUR POLICY TO YOUR COMPF,TITION 

Before vou decide on exactly what kind of store 
ou arc gc.,,ir.o.to C•z.b.bi:Sil, take a careful iooc at your 

future comp,titors in the area you have in mind. How 
\veil do they serve the customers' needs? Do consumers 
buy a large part of -their needs out-of-town? Do they 
return a large fraction of their purchases? Arc existing 
stores adequate in a neighbourhood which is growing 
rapidly?  If  r.onsurners shop out  of town tr,  a consirler-
able extent ;  or return many of their purchases, or if 
there is a very large new - housing project being opened 
up in the area, there may be  rouai  for you  tu  develop a 
satisfactory sales volume. Similarly, you may be able to 
attract a clientele if the existing shops give inadequa.te 
service, or price their goods too high, or have allo.ved 
their stock of 2cods to become obsolete. On the other 
baud,  if a given area has what seems at first to be 
inadequate shops, this may be because the area is too 
small to support shops of  the  sort you have in mind. 

When establishing a store in an area where there 
is already a successful business, you have two alterna-
tives before you. The one is to imitate the successful 
store. This you should do only if there is a large enough 
consumer population. Remember that if two stores are 
mach alike, consumers will shop on the 'oasis of price. 
The other alternative is to develop a store different  
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from that of 3/our competitor--different in service, qual-
ity or price level. Again, do t'nis only if you are sure there is an adequate sales potential. 

5. A.DAPT TO CURRENT CONDITIONS 

Your financial strength will determine the extent 
to which you Cail disregard current conditions in setting 
up your business. If your capital is limited, it is wise to 
cut your initial losses as far as possible. In a period 
of depression, do nOt eStabiiSil  a  storc.', which h.as a very 
high-price, high-quality, or high-service policy unless 
-y-ou  are ready to stand losses for a considerable period 
of tirne. In a prosperous period, when customers arc 
likcly to "trade up", it is not wise to establish too 
low-pricecl a store. On the other hand, it is unwise tn 
completely  change the character of your store across 
the business cycle let us say, from a high-price, high-
service store in a prosperous period to a low-puce, 

 low-service  store in the depression in an attempt to 
get the best of both situations. Changing the character 
of a store will lose you one group of customers, and 
force  ','ou  to compete for the trade of another group 
w'nich customarily shops somewhere else. After you 
have established your store, a vv- ise 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 sarne general place with 
respect to 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 ta.ken up at length in Chapter IV, the 
matter will only be menticyicd here. The two chief 
things to keep in mind in integrating your location 
policy with other aspects of policy are: (1) locate your 
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store so t•.; -U:  it can reach the consumer groups it is 
intended for; and (2) keep your location consistent 
with other aspects of policy. 

Building and Equipn7ent-1'iake your building 
and equipment attractive to the eroup of customers you 
have in mind. A different type of building is required 
for a store appealing, to a very wealthy clientele than 
for one appealimz to those whose incomes are in the 
S4,000-S4,500 per year catertory. A mens clothing 
store should have an interior different from that of a 
store handling babies' and infants' clothing or shoes 
exclusively. 

if your promotional policy is one of high-
pressure salesmanship, your store-front, signs, and 
price cards throw:I -tout the store should be in keeping 
v:ith this policy. Crowded floor displays or window 
displays are suitable, v,lien your main appeal is low 
price, but arc completely out of place if your policy 
is one of quality or exclusiveness. 

The amount of floor space will have to be greater 
if r.J. a.tron'l.te, is uneven during the any than if it is 
uniform. The number of display fixtures will have 
to be larger and the type of fixture appropriate if 
you are going in for a customer self-service policy. 

Type of Goods—You must decide vvhat related 
lines you have in your store, their quality, the 
number of units you will stock, and the proper inven-
tory-sales ratio. Equally important decisions must be 
made about the emphasis to be placed on style. The 
quality and style of merchandise must be, consistent 
with the customer group you aim at and also with 
your promotional -policy. Heavily promoted, high-style 
clothing in a modernistic building will probably appeal 
to a :younger group of men. It is not likely to have the 
same, appeal for older men. Novelty goods will have  
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a higher mark-up than more staple types, because 
mark-downs or dea.ci stock are likely to make up a 
larger fraction of your purchases. 

.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 attract. If you wish to attract 
several in.come groups, you should have more than 
one price within a given line of goods. Usually, three 
price  linos are carried. For example, a shoe store 
may carry men's brogues- priced at $14.95, $19.95, 
and $27.95 to appeal to men of varying incomes in the 
middle-to-upper income brackets. A store aiming at 
lower income groups 1,vould -probably carry mcn's 
shoes at $7.95, $10.95, and $12.95. The nurn'û -er  of  
price lines must also be related to your working capital, 
for a large number of price lin.es raises yo -ur - working 
capital requirements. 

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 mcn's shoes at $28.00 per 
pair, for the group which buys the one article will 
not buy the other; if your store appeals to the man 
who can afford the shoes, it probably would frighten 
away the man vAio 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 selections of 
the appropriate goods. 

Prices must take account of competition also. You 
should or should not meet the lowest prices of com-
petitors de,pending 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 reputation of your store for quality 
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or exclusiveness. The more your store resembles that 
of „,•otir competitor, the greater the ex.tent to which you 
will be forced to meet his prices. 

Buying—Dont  take advantasee of any special 
offers unless the eoods fit in with you.r merchandising 
policy. Buy goods to fit your overall plan. 

An important question of policy arises when 
consi(7.erine ne • e.00ds. lIere are a few suggested rules-
of-thumb about ihes.ae. Buy new goods only if they: 

(1) will not interfere with the sale of merchandise 
you already carry; 

(2; cc  be accommodated in your store without 
altera.tions tc builr" - ; or eene17.2.trient; 

(3) can 1_, _so'ld to your -_-rescrit customers; 
(4) can be adapted to your promotional plan; 
(5) \yin not make additional services necessary. 

Occasionally, 	•-you vvill ha-,,ne to acid inerch.andise which 
breaks one or more of these rules. Breaking of these 
rules-of-thumb should make you realize that you are 
thirikine of a major change, riot a routine rne.tter, and 
that the change should be corisidered very carefully 
in relation to your overall policy. Apart from the above 
considerations, a new product should be added to yo -ur 
stock only if it is profitable. As a minimum, it should 
sell for a price that will cover direct costs and make 
some contribution towards your fixed costs. If the new 
product displaces one you already carry, compare the 
profitability of the two. 

Sales  Promotion—Sales  can be promoted by 
window display, interior display, personal salesman-
s'nip, advertising and special displays. Advertising can 
make use of one or more of several media—news-
papers, radio, television, mail or handbills—while 
special displays include those at fairs or exhibitions. 

Your promotional policy should appeal to the consumer 
group at whom it is aimed, agree with the store char-
acter and its merchandise, and bc consistent over a 
period of time. For example, groceries, drues, or srnall 
household items 32an be  promoted successfully by hand-
bills, but if handbills were ruzed to advertise furs or 
jewellery, they would tend to cheapen these  items 
in the :rind of the consumer. Dypensive items can be 
promoted by direct personal mail. Srt &tables, personal 
salesmanship is highly essential, although the a- dvertis-
ing in many appliances and other durables is done 
largely by the Manufacturers. 

Sales--- •-As the subject  of  credit sales is dealt 
with at ',meth in Chapter 8, little: wili be ',2id about it 
here excep,t to point out how it should be integrated 
in over-all policy. As credit service means higher prices, 
it does not easily go with economy prices. Certain 
groups of people such as fishermen or farmers may 
require credit over extended periods  of  time until the 
catch is landed and sold, or until the crop is harvested. 
Certain types of merchandise such as household 
durables often must be sold on credit (instalment buy-
ing) 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 deliver/ service: one owned by your-
self; one owned and operated jointly by yourself and 
other businesses; 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 1.7/ay to build zip goodwill is to have your own 
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delivery service. if yon operatc your own delivery 
set limits to its scope; es.tablish a minintual 

of ordr and limit the number of deli ,,,,,,,,,, per day 
ar per weel and the area in which delivery is made. 

i‘li.ve:'ilei?ieOUS 5 -en .ices---iViuch the same decisions 
should he tal‘cu with r‘ -_-gard to such matters as mer-
eir.ndise returns, telephone orders, garage service or 
parking, and alterations and fittings. 

In ell of these.,  sec  that the service (or the lack 
of it is in line with vour genfsral policy. Set limits to 
[be aaaount of service provided free, or rnake it clear 

tl -.ere will be a charge for it. 

17:EVI5ING YOUR POLICJES 
hrOU E.'nOUt th,-; above parag.raPhs we have ern- 

',he need for consistency in store policy. Be- 
the cha.ucter of a store is esy;klished only in the 

iong-ruu, policy ehmoes should be he-1(1  at a minimum. 
2olicies \veil chosen can be profitable until basic  condi
t ions  change, but wii1F2ri conditions do change, 'policies 
must be altered. '-vlana',-:entent's job is to see, the differ-
ence between basic changes in the business environ-
ment and merely temporary, unimportant changes. 

As the niatter of new products has been dealt 
with above, it will not be discussed at length here. Try 
to find out if the demand for a new product is likely 
to be a sustained demand or a temporary fad. Find 
out if consumer  testes are chan,ging by keeping a 
record of calls for merchandise not in stock, or any 
expression of dissatisfaction with sales or service. 
Watch the practices of your competitors, and read 
trade, publications for news of ne,w products or trends 
in general buying habits. 

New retailing methods may be made necessary by 
c.hanging conditions or a new competitor in the area.  
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But do not ado•t blindly any now riii-_-,thod of store 
layout that comes alom2; it may be better to wait  and 
see how it =,vorks out in other businesses. If it is 
successful, ask yourself whether it is applicable to 
your type of business. 

Another situation which may call for revised retail 
policies is a shift in shopping areas. Such a shift may 
occur because of altered urban transportation routes, 
changes in the character of the shopping area, shifts 
in residential areas of the type your store caters 
to, or the establishment in the area of manufacturing 
plants. 17iilien such changes occur, you face the choice 
of altering your store policie in conformity with the 
changed circumstances or of changing -  the location of 
your store. Often a poliej„' change  is more difficult in 
an old store than in a rlea,v one. If ye,u r_ic,-cidc to stay 
on in your old location and change other aspects of 
your policy, tell your customers of the change by all 
possible means—letters, personal interviews, radio and 
ne,wspaper advertising. Try to explain to your custom-
ers how the change vjill be of benefit to them. 
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ecounts 

Maintenance of proper records and accounts is 
one of the factors essential to the success of a small 
InIsiness. -Various surveys which have been made in an 
attempt to find out \--dry so many small businesses fail 
show that a large percentage of those which have 
become bani—upt either k- ept inadequate records or 
none  at ail. While record keepinfl will not insure your 
success, it will keep you informed as to P-rogress of 
your business and disclose faults in operation which 
might be  disastrous if not detected in time. 

There are many other reasons for keep,ing proper 
records. Suppliers and banks require financial state-
ments before advancing credit, as would anyone in-
terested in investing-  new capital or an:y-  prospective 
purchaser of your interest in the business. Income Tax 
re'"UlatiOnS reql.'‘ire definite. supporting evidence of all 
transactions undertaken during the -year, while the 
Customs and Excise Branch and various other govern-
ment agencies, both Federal and provincial, with which 
your particular industry may be concerned, require 
that certain information  be  reported periodically. 

in order to give all the information you require, 
records should not be complicated nor too greatly 
detailed, but should be  as  simple as possible and 
reQuire a minimum amount of time to maintain. 

It is recon-nuended that you engage a reputable 
professional accountant, from whom you may expect 
the best and most up-to-date advice available as to 
accounting methods and procedure, in addition to pro-
viding auditing services. While specially printed forms 
are not essential, (standard ruled forms, punched to fit 
a loose-leaf binder being obtainable from any office 
statio.nery supply house), you and your auditor should 
not overlook the fact that there is available to you the 
advice and assistance of a number of nationally known 
makers of cash registers and the like, as well as de-
signers of business forms. These makers have special-
ized in equipment and supplies individually suited to 
practically any type of business. Their - products are 
designed to provide all necessary accc. -.,untinE, informa-
tion with the expenditure of a minimum of time and 
labour. 

11,eounerî..,; Records 

The accounting records and procedures of a 
manufacturer or processor are somewhat more involved 
than those of a wholesaler or retailer who buys goods 
ready for sale. For the sake of illustration, the follow-
ing is considered an adequate set of accounts and 
accounting records for a small or medium wholesale 
or retail sales -business, dealing with its customers on 
the basis of both cash and credit: 

1. PURCHASE BOOK OR ACCOUNTS PAYABLE REGISTE'R 

in this book should be recorded  ail  purch.ase in-
voices. It should be a book containing approximately 
ten columns which could be headed up as follows: 
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Date 
Debtor's 

lileS 

Accounts 
Receivable 

Dr. 	Cr. 
Sales 

Dr. 	Cr. 

Cr. 	Dr. 	Dr. 	Dr. 	Dr. 
'oncher Credi- Accounts 	Mer- 	General 	Main- 	Sundry 

	

i 	.\-o. 	tors 	Payable 	chan- 	Ex,oense 	tcnance 

	

D‘„, 1 	.Vatne 	 dise 	 and 
Rep.airs 

Account 

• 

1 . 	RFGISTER 
;',his b3ck should b;,.. rerorded .. 1 cheques issuc.d. in 

In each case, the bank is credited and the proper 
.ace.otint. ibiid.  If in payment nf  an  invoice WhiCh has  
Eone  through the purchase book, the creditor's account 
will be debited; in any oCrier case the proper expenses 
account or asset account is debited. 

. 
Dr. 	Dr. 

Cheque. 	Cr. 	Accounts 	Petty 	Dr. 	Dr. 
Date 	Payable to 	Bank 	Payable 	Cash 	Salaries 	Sundry 

Cheque No. 	 Account 

If deil - 	a separate payroll record may be main- 
tained sLowing  ail  deductions, etc. 
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3. Suf, s l!'lk)o•-,: On ACCOUNTS  RECEIVABLE F“'GISTPR 
In this book should be recorded all charge sales. 

Probably only four or five columns will be required. 

Cr. 
Suna'ry 

Accotent 

When a sale is made "'lc:counts Rece.ivable is 
debited and  Sales credited and when a credit note is 

ten Accowtts Receivable is credited and Sales debited: 

4. CASH REC77,IPTS BOOK 
In this book,  ail  cash received is recorded. When 

cash is received .1-1ccounts Receivable are credited if 
U1C,' sale had.  bt::en previously recorded in the Sales _Book 
described in (3) above or Cash Sales is credited. Vihen 
a deposit is made in the bank, Cash is credited and 
Bank is debited. 

Dr. 	Cr. 	
, 

Cr. 	Cr. 
Date 	Received _from 	Bank 	AcCounts 	Cash 	Sundry 

Receivable 	Sales 

Account 

9i3283-6 



Dr. Cr. Accounts Date 

Date 
Sales 

Cash Cre.dit 
Non 

Taxable Taxable 
Amount 
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Note: The makers of business forms can provide 
a type of manually written continuous fOrill automatic 
reli...-‘ter which will handle all sales whether cash or 
er:::dit, and the receipt and disbursement,of cash. This 
recort.1 is used in conjunction with a cash register. -fhe 
tup ,:opy of cach individual slip tears out for customer 
use, but the cart,,on copy remains locked in die.  register 
to insure zu.,..ainst loss of record. The authorized person 
urdocks the- regi ,:ter, withrlr ,, ws r-a. ,..11 day's carbon copies 
and summarizes sarne for e.ntry by daily total onl:i in a 
	 can. conilr,,inc,- such records as the sales 

book and cash receipts book referred to as items 3 and 
4 21v-we .  

5. GENERAL  JOURNAL 

in this book are recorded the opPnin.g entries, 
adjusting entries and closing entries. All entries should 
be supported by e,xpla.natory narrative. One debit 
column andeone credit-  column-  are often. sufficient. 

6. PETTY CASH BOOK 
In this book are recorded minor disbursements. A 

cheque is usually drawn for petty cash for a round 
amount. When the fund is nearly depleted, another 
cheque is drawn for the amount spent.  

Î 
Î 	 Cr. 	Dr. 	Dr. 	Dr. 	Dr. 
I Date 	Description of 	Petty 	!der- 	General 	Maint. 	Sundry 

I 	Disbursen:e,;t 	Cash 	chandise Expense 	and 
Repairs 

I 
Î . 	 Account 
I 
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In addition to the foregoing, a memorandum rec-
ord of all sales might be maintained far purposes of 
recording sales tax payable, showing, the following 
information. 

7. ..i..FinnpR.q 
(a) General Ledger. in the general le,dger is kept 

a separate account for each asset, liability, capital ac-
count, income account and expense account. Totals are 
posted from each of the books of original entry at the 
end of each month. 

BANK 
Folio 

Date 	No. 	Dr. 	Cr. 	Balance 

It is very important to insert the date and. the 
folio number when posting the ledger. The folio num-
ber enables you to trace the entry back to the book 
of original entry. 

(b) A.ccounts Payable 	A separate ac- 
count is kept for eac.h credi[or. Postings are made 
usually from the purchase book and 	cheque register. 

L'6283-6:1 
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An accounts payable ledger may be dispensed with if 
nccounts are paid regularry and periodically by serially 
numbering the vouchers and entering the number in the 
cheque register when paid and entering the cheque 
number on the voucher. 

(c) Accounts Receivable Ledger. A separate ac-
count is kept for each debtor. Postings are made to 
in ,Jividual accounts from the sales book and the cash 
receipts book. 

For a small cash business, the purchase book, 
sales book, accounts payable lc:dger and accounts re-
ceit•b7e ledger may be dispensed with. 

% - out ory Accounting 

Cash in hand, cash in bank and customers' ac-
counts receivable are assets which lend themselves 
readily to control and safeguard. Inventories on the 
other hand, depending on their size and variety, can 
be. a source of serious loss to a businessman bY theft, 
deteriotation, simple failure in recording, or other 
causes. Subject to the advice of the professional ac-
countant you  engage,  you should maintain a detailed 
and up-to-date written record of your main stock; and 
check and verify it by physical count if not completely 
once a rnonth, then at least on the basis of a continuous 
count to ensure that each item will be counted and 
reconciled with the record at least once per year. 
Your store or showroom stock, from which sales to 
customers will be drawn, must be physically counted 
and valued as of each month end. 

The aggregate value of the main stock, prepared 
from the written te cord, and the store stock will pro-
vide the total worth of your inventory for purpose of 
your  month end statement of profit and loss and your 
balance sheet.  
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Profit and Loss Statement 
In a Profit and Loss Statement, income from sales 

is set off against the cost of goods sold and other 
expenses for the same period. Through this coniparison 
of income and expense, you may determine the net 
profit earned during that period. The Profit and Loss 
Statement summarizes the business operation as fol-
lows: 

Sales 	  
Less: Cost of Goods Sold 	 

Gross Profit on Sales 	  
Less: Total Operating Expenses 

- --- 
Net Profit On Sales 	  
The- Sales figure for the peric,d is obtained by tak-

ing the total of sales charged to customers as per the 
Accounts Receivable Register less any returns or al-
lowances, plus sales made for cash as shown by the 
Cash Receipts Book, less any refunds or allowances 
made in cash. 

The Cost of Goods Sold figure is determined by 
taking the total cost of the inventory of merchandise 
on hand at the beginning of the  period, adding thereto 
the cost of merchandise purchased during the period, 
and deducting from that total the total cost of the 
inventory on hand at the close of the period, as per 
the following summary: 
COST OF GOODS SOLD: 

Inventory, January 1, 19— 	 
Add: Merchandise Purchase January 

1-31, 19— 	  

Less: Inventory, January 31, 19— 	 $ 

Cost of Sales for January, 19— $ 

By deducting the Cost of Goods Sold from Total Sales, 
the Gross Profit on Sales is ascertained. 



20.0% 

8.0% 
2.0% 

.5% 

.5% 
.25% 

.5% 
8.25% 
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Ftom the Gross Profit on Sales are-deducted the 
• o:al Operatinz Expenses, as shown by the various 
ev -tt;e. -accounts in the General Ledger, to give the 
Net Operating Profit or Loss for the period. 

From this figure is deducted (or added) the net 
amount of any Other Income and Expense not related 
d!rcctly to the operation of the business, such as Cash 

•keounts Earncd, etc., to give the Net Profit or Loss 
f 	.period. 

Profit and Loss Statements should be prepared 
leou-tiy in order to provide regular information as to 
e1 T ,-«! of Profit which the business is currently 

and the trend of such profits. In this way, 
immediate action may be taken in the event of the 

iunrgin falling below what is considered to be a 
seuisf,letery or safe percentage of profit in the particu-
lar type of business. 

A useful analysis of the Profit and Loss Statement 
may be made for purpose of malting monthly compa ti-
sons, by taking each item in the Statement.  and express-
inz it as a percentage of Sales  For example: 

% of Sales 
Sales 	  $10,000 	100.0% 

Less: Cost of Goods Sold 	8,000 	80.0% 

Gross Profit on Sales 		$ 2,000 
Less.: Operating Expenses: 

Wages 	$800 
Rent 	 200 
Advertising 	 50 
Opera.ting Supplies 50 
Bad Debts 	 25 
Depreciation 	 50 	1,175 

Net Profit on Sales  	$ 825 
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By carefully watching the various items of expense 
from month to month, and, if possible, by comparison 
of your percentage with those of other firms known to 
be well established in similar businesses, it is possible 
to note immediately any item of expense which is out 
of line and should be reduced, or any item which 
should be increased, as the case may be, to result in a 
more successful operation of the business. 

From this Statement you may also ascertain the 
rates of Inventory Turnover, i.e. the ratio of total cost 
of sales for one year to the average inventory carried 
from month to month will give the number of times that 
the stock was turned over during, the year. This ratio 
will vary with different tYpes of businesses, but should 
be carefully watched and compared with the known 
results of operations of successful firms engaged in 
business of a similar nature. 

The Balance Sheet 

The Balance Sheet gives a summary of the financial 
position of a business at a given date, showing, on one 
side, all assets of the business such as cash, accounts 
receivable, merchandise inventories, and fixed assets, 
e.g. buildings, plant and equipment, trucks, etc. On 
the other side of the Balance Sheet are shown the 
liabilities of the business, such as accounts payable to 
creditors, amounts due to the bank, amounts due on 
long term credit, e.g. notes payable, mortgages payable, 
bonds, etc. The difference between the total assets 
and total liabilities represents the Net Worth of the 
business, or the value of the proprietor's interest 
therein. 

The figures for the Balance Sheet are taken from 
the General Ledger accounts described in the previous 
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paragraphs. The following is a simple example show-
ing the general set-up and the items which make-up a 
1, , l-nce sheet. 

Balance Sheet as at December 31, 19— 

Assets 
Current Assets: 

Cash 	  $ — 
Accounts Receivable 	  
N-Irchandise Inventory 	• 

Total Current Assets 	  $ 

1::);C(1 AS5CtS: 
Plant and Equipment 	  $ — 
Less: Reserve for Depreciation 	 

Delivery Equipment 	  
Less: Reserve for Depreciation 	 

Total Assets 	  

The item of Cash should represent the total of 
cash on hand and cash in bank,  alter  having made 
a reconciliation of the actual bank-  balance with the 
General Ledger Bank Account, taking into account 
outstanding cheques, outstanding deposits, etc., at the 
balance sheet date. 

The figure of Accounts Receivable represents the 
total of all balances owing by customers at the date 
of the balance sheet. If an Accounts Receivable Control 
Account is maintained, this figure should be checked 
by making a list of the balances in the customer's 
ledger and agrei:ing this total with the Control Account. 

The value of the merchandise inventory is ob- 
tained by taking a physical count of the stock and 
valuing it at cost or market price, whichever is lower. 
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In certain instances, inventory book figures may be 
used where it is not practicable to take a physical 
inventory each month. 

Liabilities 
Current Liabilities: 

Accounts Payable  • 
Bank Loans 	  
Notes Payable (duc within 12 months) 
Total Current Liabilities 	  

Notes Payable (due beyond 12 months) 
Capital (Net Worth): 

Capital Stock 	  
Proprietor, personal 	  

The figure of Fixed Assets represents the original 
coSt values taken from the individual record of perma-
nent equipment, known as the Plant Ledger. 
The total of the aLeumulated reserves for depreciation 
should also be obtained from this record which should 
show the amount of depreciation charged during each 
period. 

The amount of Accounts Payable represents the 
total of all invoices covering goods or services received 
but not paid for at the balance sheet date. 

Bank Lo. .s and Notes Payable represent amounts 
due to the Bank and to other creditors holding notes of 
the business payable within twelve months of the date 
of the Balance Sheet. Longer term liabilities, such as 
Notes due beyond twelve months from balance sheet 
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datt.•, or 'Alortnones payable over a period of years, are 
sc?.re.gated from current liabilities and shown separately 
on the liability side of the Balance Sheet. • 

The Capital section of the Balance Sheet indicates 
the owner's investment in the business. Capital stock, 
or invested Capital represents the permanent invest-
ment in the business, while the proprietor's personal 
ac,-ount represen's the accumulated profit or loss on 
operations to date less any withdrawals therefrom by 
the o ,,,.- ner. 

13::lance Sheet, Eke the Profit and Loss State-
nlent, may be used as an aid to management. The use 
of Balance Sheet ratios is similarl y  the mot  convenient 
fc.rm of analvsis. 

The ratio of Current Assets to Current Liabilities 
is a most important comparison to watch, since it in-. 
dientes the  ability  of a business to meet its - current 
oblinations, i.e. those maturing within one year. A* 
eure nt  ratio of 2:1 is usually considered satisfactory, 
but some consideration should be igiven to the degree 
of liquidity of the items comprising the current assets 
and to the urgency of meeting the current liabilities. 
For example, merchandise inventories minht not be 
convertible to cash for six months to a .year, while 
certain nccounts payable  might be due immediately or 
within days. A study of the current ratio should 
therefore be supplemented by a cash budget, showing 
the cash s.vhich will be available to meet cash require-
ments within a given period. 

Another important ratio is the Ratio of Net Worth 
to Fixed Assets. Mai: small businesses get into serious 
financial difficulties by purchasing plant equipment and 
other fixed assets without sufficient permanent capital 
investment, In general, the proprietor should have at 
least enough capital invested to pay for most of his 
fixed assets, so  tl.t  a ratio of eet  worth to fixed asscts  

of 1:1 would be consideied satisfactory in most cases. 
If equipment requires replacement at regular intervals, 
the Fixed Assets should be valued at replacement cost 
in computing this ratio. Depreciated values may be 
used where it is not considered necessary to replace 
the assets provided they are properly maintained. 

The Ratio of Net Worth to Total Liabilities 
indicates the adequacy of the amount of capital in-
vested in the business. Generally speaking, the 
proprietor should have at least as much invested in 
the business as the total amount owed to creditors, 
so that a Ratio of Net Worth to Total Liabilities of 
1:1 would indicate a satisfactory condition. 

Finally, one of the more important ratios from 
the point of view of the proprietor, is Net Profits to 
Net Worth Ratio, which indicates the rate of return 
which he receives on his capital investment. This ratio; 
expressed as à percentage will enable the proprietor 
to assess the value of his business in terms of its earn-
ing power, and to compare his operations with others 
of similar type. It will also permit him to compare 
his own business with any otlier type of investrn.ent 
for which the earnings are 

Careful analysis of the Balance Sheet by use of 
the foregoing ratios may reveal an unfavourable com-
bination of circumstances which, if known,  may  be 
remedied before too late. It will also assist in making 
the most effective use of resources at the proprietor's 
disposal. 
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The term "credit" indicates belief in a man's 
ability and \villingncss to pay a "debt. Whenever any 
othe• businessman sells you goods or lends you money 
on the understanding, that y ou are to pa-y for the goods 
or repay the loan at some future date, he is extending 
you credit. He is your creditor, and you are his debtor. 
It is then your duty to  manage  your business so that 
you can repay the loan or discharge the debt on the 
date on which you and your creditor have agreed. 
Arnong other things, you rnust know when and how 
to use credit, and terris on which to accept it. 

The discussion which follows gives a sornewhat 
simplified picture of the use of credit and the services 
of credit institutions and is intended only as an intro-
duction to these matters. It should be re,alized that 
there are many exceptions to the interest rates men-
tioned throuahout the text. Particular circumstances 
and -personal factors enter into the making of loans, 
and the rate on any particular loan is a matter for 
negotiation bc.nween lender and borrower. 

How to Use Credit 

Use credit as a money-making tool. You should 
treat credit as you would adequate lighting, a new 
machine, 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  

should use credit only when its use will inc.rease 
your nc.,'t SCICS le,y an amount greater than the total 
cost of acce,pting such credit. 

The only time you should break this rule is when 
your firm runs into a serious but temporary financial 
reverse. Then you may have to borrow merely to pull 
yourself out of the difficulty. You should make sure, 
however, that the reverse is purely a temporary one. 
Perhaps your competitors are marketing an improved 
product and you must follow suit in order to compete. 
Or, perhaps they have added some device for shoppers' 
convenience which you must meet if your store is to 
L1)1  tinue to draw trade. Yo -u must react quickly to these 
situations to stay in business and you maY need to 
borrow to do it.  But  you cannot make up for inegicient 
employees, sloppy business practice, or poor location, 
by financial pump-priming. Suclt deep-seated difficulties 
need more radical treatment than the temporary "lift" 
given by a loan. 

As a safeguard against financial reverses, you 
should look ahead for five or more years. You should 
draw up alternative sets of plans to -meet varying  busi-
ness  conditions, and decide what types and amounts 
of credit arc necessary to put these plans into opera-
tion. 

When  to Use, ere-dit 

There are two main purposes for which credit is 
used. The first of these is the acquisition of fixed asse,ts. 
Fixed assets are physical obje,cts 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, 
because once you have bought them, thnir cost rcrnains 
constant regardless of your sales volume. Included in 
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the category of fixed assets are land, bui1din2,s, office 
equipment, machinery, lighting fixtures, and display 
con Fifers. 

You may acquire the funds necessary to purchase 
fiaed asse:s in one or niore of three .  ways. Firàly, you 
inay relay partly or wholly on equity (or ownership) 
capital  by contributing your personal funds or 'oy sell-
iag a }-i.rtnership interest or capital stock to someone 
e1 , e. Secondly, you may finance your fixed assets in-
te.rnally from net protis, provided they arc sufficient. 
rhirdly, you may borrov,,  the money from a financial 
iestitution. from  other businessmen, or from personal 
. it is only v;ith this third method of acquiring 

ids that this chapter is concerned. Loans for the 
!•e_I-lase of fixed assets  are normally for terms longer 

eeal lo,uts for other purposes. 
second main purpose for which credit is used 

is for e .orking capital. Working or operating capital is 
a term used to designate those funds used to pay the 
salaries or wages of employees, to purchase supplies 
and stocks of goods, or to extend credit to customers. 
Working capital may come out of ownership capital; 
in fact it is usually good policy for a firm to provide 
for its normal working capital requirements in this 
way. Additional working capital, required for seasonal 
or other unusual requirements, may be borrowed, the 
chief source being suppliers' trade credit and loans 
from the chartered banks. 

Financing Safely 

Once you have applied for and accepted a loan, 
you place yourself under the obligation of making 
interest payments during its term and of repaying the 
principal at maturity. Because these payments must 
be made whether your operations are profitable or not,  
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and because the amounts payable do not vary with 
your sales.volume, these payments belong to the cate-
gory of fixed costs. 

As compared with the fixity of such costs there is 
the likelihood that your sales revenue will fluctuate 
from month to month, and from year to year. You want 
to be sure that even in those periods during which your 
sales revenues fall to their lowest levels, you will be 
able to make your interest and principal payments  in 
addition to meeting all the other expenses of operating 
your firm. This means that you must keep your 
borrowing in check and relate it closely to the needs 
or characteristics of your business. 

Another safety rule is to relate the term of the 
loan to the useful life of whatever it is used to finance. 
If you buy inventory (stocks of goods) which will 
be sold in three months, equipment which will last for 
ten years, or a building which will need replacement 
in twenty years, then any borrowing you do should be 
related to. these time-periods. For instance, any loan 
which you use for purchasing the above-mentioned 
inventory should not be for a term of more than three 
months. Furthermore, the inventory must produce 
sufficient profit within the three-month period to more 
than cover the interest charges. Similarly, the above-
mentioned equipment should have produced enough 
money within the ten-year period to cover the interest 
charges and principal repayment of the loan used to 
purchase it. It would be a serious error to use a ten-
year loan to purchase equipment which wears out in 
five. If the building is going to wear out in twenty years, 
the mortgage on it should not run for more than twenty 
years. 

Before borrowing, you should compare the terms 
quoted to you by all the available sources of credit. 
Compare not only the interest rates, but also any 
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miniinunt balanees, collateral, mortgages, investigatiOn 
cha•;es. etc., required by each. Accept he loan which 
provides the type of accommodation bcst suited to your 
needs at the hy.vest cost. 

In comparing costs, reduce each to a percentage 
per year. There are many different ways of quoting 
interest, and the picture is complicated by investiga-
tion charges, minimum deposit requirements, service 
charges, etc. The way to make all costs comparable is 
to reduce them to a percentage per year on the average 
available unpaid balance. 

For maniple, suppose you obtain a loan of $1,200 
for twclve months, %vith interest at the rate of five per 

deducted in advance, and with the requirement 
that vou repay the loan in $100 monthly instalments. 
The interest deduction is 5/100 of $1,200, or $60.00. 
During the terni of the loan, you have the use of the 
following sums of money: 

1st month 	  $1,140 

	

2nd " 	 1,040 

	

3rd "  	940 

	

4th " 	 840 

	

5th " 	 740 

	

6th " 	 640 

	

7th " 	 540 

	

8th .  " 	 440 

	

9th " 	 340 
10th 	" 	 • 	240 
1 lth 	" 	 140 

	

12th " 	 40 

$7,080 

Divide by 12, and you find you have the use of a 
monthly  average balance of $590. You are paying $60 
for the use of $ 590, or 9.8 per cent per year. 
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Or, suppose you borrow $1,000 at a rate of six 
per cent, and are required to maintain a minimum 
deposit balance of $200 and repay principal and inte-
rest at the end of 12 months. The interest payment is 
$60. Since you have the use of only $800, the effective 
interest rate is 7.5 per cent per year. • 

You should be careful to notice what you are 
paying for trade credit. The cost of credit extended to 
you by your suppliers does not appear in your 
accounts but it exists nevertheless. Suppose your sup-
plier's terms are three per cent, ten days, net 30 days. 
That is, if you pay the bill within ten days, you get a 
three per cent discount, but if you pay the bill after 
ten days, you pay the full amount. This means that 
for 20 days extra credit you are paying three per cent, 
Or  365/20 x 3/1 — 54.75 per cent per year. Credit 
‘vhich is as costly as that should be reduced to an 
absolute minimum. 

Of the two types of capital tied up in a business, 
ownership capital and creditor capital, the former 
should generally be substantially larger. Owner's funds 
are provided without obligation, whereas creditors' 
funds always involve payments of specific sums of 
money on specific dates. Greater safety, freedom and 
flexibility resiilt from relying mainly on your own 
funds to finance your business. Even short-term credit 
should be used for carrying .only your peak working 
capital requirements. You should rely on equity capital 
to take care of your normal short-term needs. 

Flexibility is also a desirable feature of your 
financial structure. The terms on which you borrow 
should not be so rigid as to hamper you in the man-
agement your enterprise. You should try to keep 
such th; •  as date of repayment and security required 
by your creditor as flexible as possible. For instance, 
if you can repay a loan before the date on which it iS 
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due, you may be able to clear off the debt in a period 
of prosperity, leaving your firm unburdened in case 
business conditions deteriorate. Moreover, the fact that 
a bai  is repaid somewhat before maturity tends to add 
to you; standing with c:edit-granting sources. Business-
men w ho are in a position to grant credit are quick to 
note unfailing reliability on the part of borrowers in 
meetinr,  or even going beyond the terms of their loans. 

1.11.2 Crecdit-Wortity Business 

Before dealing with the detailed features of the 
varicu types of lo.an, it will be useful to indicate 
bri,:fiy the characteristics which fina.lcial institutions 
Ic%ok for in prospective borrowers. Firstly, the firrn's 

volume must be such as to yield ad adequate 
rrvrç:in over costs, including taxes. In other words, the 
demand for the firm's product or service must be 
steady and large enough to assure profitable 
operation and prompt repayment. Secondly, there 
must be a sufficient amount of ownership capital 
invested to provide a margin of safety for the loan. A 
laige equity capital helps to ensure, although it does 
not guarantee, that earnings will be larger than interest 
charges. Thirdly, the system of records and accounts 
which the firm keeps must be accurate and adequate 
to show the exact condition of the business. 

• The Chartered Banks 
The eight chartered banks of Canada are the 

primary source of short-term loans. The banks' func-
tion in the lending field is to make working capital 
loans to businessmen for purchasing inventory, carry-
ing accounts receivable, and meeting payrolls and 
other expenses. In recent years the banks have moved 
into the intermediate credit field, in part by granting  

terni  loans for periods exceeding one year, and in part 
by buying bonds and debentures. The chartered banks 
seldom make long-term business loans (i.e. loans with 
a term of more than five years), are prohibited by 
law from making loans on the security of real estate 
(in excess of seventy-five per cent of the value of the 
property), and enter the long-term credit field only 
to the extent that they purchase securities for their 
investment portfolios. 

Shurt Tenn Loans--The requirements vihich a 
business firm must meet in order to qualify for a short-
terra loan vary with the type, size, and condition of 
the firm. 

A bank always requires that the borrower be a 
satisfactory moral risk. • This is especially important 
in the case of a srnall business, in vvhich the success 
of the firm is so dependent upon the character and 
reliability of the proprietor(s). A bank does not want 
to have to police a loan, or seize and sell the firm's 
assets in order to secure repayment. Therefore, the 
bank lends only to those in whose integrity it has 
confidence. 

A bank also requires that the borrowing firm be 
financially sound and it places a great deal of emphasis 
on management ability. Your business prospects must 
indicate that you will have no trouble in repaying the 
loan. A study will be made of your past business 
record, including the efficiency of the various depart-
ments of your business, the care with which you watch 
your operating expenses, and the extent to which you 
have withdrawn profits for personal use thus reducing 
the funds available for carrying on the business. The 
banker will analyze your business with the object of 
determining how the loan will increase your firm's 
income. 
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Unless a borrower's financial position is reason-
ably strong, the bank will look at the relationship 
Innween the amount of the loan and the material avail-
able as collateral. If the loan is to bc secured upon 
your aecounts receivable, the bank may examine the 
credit rating of your debtors. The bank may also be 
interested in the distribution of your receivables. If the 
lo.n is to be secured on inventory ;  the bank will have 
1-n- ef.e..-e 2 cs to the type of coods and the way in 

:-ey are stored. The bank prefers inventory 
:narketable and safe. 

I. - hc usual type of short-term loan is a demand 
n pe-eIc under a line of credit arrangement. A 

d..niar.d loan is  one on \vhich the ban k  can demand 
repa:',..ment at any time. A line of credit is an arrange-
ment ‘vhereby the borrower is allowed to borrow up to 
a certain maximum amount for a certain period of time, 
say one to tyeelvc months. One advantarre of a demand 
loan is that the amount outstanding nced never exceed 
the actual requirements of the borrower since he can 
reduce the aniount of the loan outstanding at any time 
that he has surplus cash. The bank, however, may 
demnnd repayment of the loan if it believes the bor-
rower's financial position has become precarious or if 
he has vielated some provision of the loan agreement. 
\\then  repayment of a loan is completed satisfactorily, 
a renewal credit can usually be arranged without 
difficulty. 

Other types of short-term loans can be obtained 
from a chartered bank—loans on which repayment 
may be made in one final payment at the end of the 
credit period, or in instalments during the term of the 
loan. In the latter case; the repayment schedule may 
be rigid or flexible, depending on the bank's confidence 
in the business, the collateral provided, the amount 
of equity capital invested and the profitability expected. 

The amount of short-term money which should 
be borrowed will depend upon the amount of equity 
capital committed and the profitability foreseen, but 
the upper limit is set by the maximum which can be 
handled in demand form. As mentioned above, you 
wOuld be wise to confine your short-term borrowing 
to your peak requirements for working capital. 

The Bank Act, as assented to on March 23, 1967, 
sets a maximum interest rate of seven and one-quarter 
percent up to December 3, 1967. After that date, 
maximum interest  charges  will consist of one and three-
quarters percent plus the quarterly average of the 
market to yield on short term bonds of Canada. No 
maximum rate of interest is in effect for loans secured 
by real or immovable property. 

Tenn Locuis—Under normal economic conditions 
chartered banks make term loans, but unless the cir-
cumstances are exceptional, the term seldom exceeds 
five years. Terni loans are for the purpose of invest-
ment in fixed assets, and may be granted for any one 
or more of the following purposes: buying special or 
additional machinery, re-arranging a firm's finances, 
expansion, or acquisition of other business firms. The 
primary source of repayment is retained earnings. The 
collateral which is suitable for securing working capital 
loans is also suitable for securing term loans. Also 
eligible as collateral are: bonds and debentures se-
cured by a specific mortgage or lien on fixed assets 
and a floating charge on current and all other assets, 
and debentures secured by a first floating charge on 
fixed, current, and all other assets with an agreement 
that the borrower will not give specific mortgage or 
lien on fixed assets without the bank's consent. The 
rates on term loans differ only slightly from those on 
shor-term loans. Because of the greater risk attached 
to such loans, the bank will usually insist upon placing 
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certain restrictions upon the operations of your busi-
ness ill order to safeguard its loan. 

Loans to Small Busineses 

'The Small Businesses Loans Act as passed by the 
House of Commons, November 30111, 1960 and as-
sented to on Dece.mber 20th, 1960 was brought into 
force by proclamation with an effective date of Janu-
ary 19th, 1961. This Legislation provides for loans 
to be made by the chartered banks under a Fee.cral 
Governmt Guarantee to assist small business enter-
prises euazed in manufacturing, ‘vholesale trade, re-
Làil trade,. construction, transportation and most serv-
ice businesses in.the improvement and modernization 
of equipment and premises. 

A small business enterprise is defined for the 
purpose of the Act as one in n.vhich its estimated gross 
annual revenue for the fiscal year in which an applica-
tion for a loan is made did not exceed $500,000. The 
maximum loan is $25,000 or an amount equal to that 
made up of the agÊregate principal outstanding in a 
multiple of loans. The bank may, after taking into 
account the amount borrowed and other relevant fac-
tors, allow up to 10 years for the repayment of a loan. 
The maximum rate of interest to be charged on these 
loans by the chartered banks has been set at 51 per 
cent, but it is in the process of being increased. How-
ever, because the government guarantee limits the risk 
for the lender, the loans will generally be made at rates 
somewhat less than those prevailing on the open 
market. 

The Regulations governing the Act provide for 
three main classes of loan, namely: 

(a) fixed equipment loans for the purpose of 
financing the purchase, installation, renova- 

tion, hnprovement or modernization of equip-
ment of a kind usually affixed to real or 
immovable property; 

(b) movable equipment loans for the purpose of 
financing the purchase, renovation, improve-
ment or modernizatiôn of equipment of a 
kind not usually affixed to real or immovable 
property; 

(c) improvement of premises loans for the pur-
pose of financing the renovation, improve-
ment or modernization of premises or the 
alteration or extension of premises. 

Under all three classes of loans a tenant or owner 
may borrow, but in (a) and (c) a tenant borrower 
must have right of tenancy extending at least two years 
beyond the term of the loan. In the case of both fixed 
equipment and movable equipment, the banks may 
grant loans up to eighty per cent of the cash purchase 
price of such equipment including the cost of installa-
tion or the cost of the projcct. 

In the case of loans for the improvement of pre-
mises or buildings, the banks may grant up to 90 per 
cent of the cost of the project. 

Loans are granted under this Legislation in ac-
cordance with Government Regulations but the matter 
of judging the eligibility for a loan and granting the 
credit thereunder is the sole responsibility of the banks 
through which these loans are made. 

The Department of Finance is responsible for the 
administration of the Act and further details may be 

I 	obtained from the Supervisor, Small Businesses Loans 
Act, Department of Finance, Ottawa. 
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Bank  
The Industrial Development Bank was e,stablished 

by Perliament in 1944 to help finance Canadian  bus-
Ï._',„s where required financing is not available from 

sourccs on reasonable terms and conditions. 
financiaz usually takes the form of a terni  loan 

secuied by niorig.nge. On the buildings and e.quipment 
s f borrov, - ing, business. 

GE1, ERAL REQUIREMENTS 

ID13 cen ,-onsirler  an ani)lication for financing 
Viien  these general requiren -ients can be met: 

1. THE -FINANCING IS REQUIRED  FOR A BUSINESS IN 
CANADA: 
IDI3 can pro vide financial assistance to almost 

cverv type of business, includin,  manufacturing and 
commercial businesses, v/holesaie and retail trade, 
prin-iary and secondary industry, tourist, recreational 
-nri  service businesses, construction trades, professional 
services, transi5ortation, and other businesses as well. 
There are only a fev,,,  types of businesses which are 
not rr e ,2arded as appropriate for ir.-)B ass:Stance. 

2. REQUIRED FINANCING IS NOT AVAILABLE FROM 
0 i 	'':URCIIS ON REASONABLE TERMS AND CON- 
DITIONS: 
IDB's function is to supplement the services 

of other lenders. Where there is a possibility that 
required financing can be obtained on reasonable terms 
and conditions from sources other than IDB, such 
possibilities should be investigated before an approach 
is made to IDB. 

OC , er sources of funds include financial assistance 
provided for certain categories of business by legisla- •  

tion such as Small Business Loans Act, Farm Improve-
ment Loans Act, Fisheries improvement Loans Act, 
and P'arrn Credit Act. 

ID:B. gives particular consideration to the financial 
needs of small businesses. About 70 per cent of loans 
app,roved by the Bank are for amounts of $50,000 or 
less. The Bank also makes larger loans, but the larger 
the amount required the greater is the possibility that 
the required financing is available on reasonable terms 
and  conditions  from  other sources, such as from other 
lenders or by public financing. 

3. THERE,  IS A REASONABLE MOu  r INVESTED (OR TO 
P,E INVESTED) IN THE DusiNnss aT rznsoNs OTHER 
THAN THE P,ANK. 

4. FUTURE EARNINGS OF THE BUSINESS  RE EXDECTED 
TO BE SUFFICIENT TO REPAY IDB AND TO PROVIDE 
FOR OTHER 1:-IEEDS OF THE BUSINESS: 

The Bank must be satisfied that the Droposai is 
sound and that management is capable. 

5. THE ASSETS OFFERED AS SECURITY WILL PROVIDE 
REASONABLE PROTECTION FOR THE BANK. 

PURPOSES FOR WHICH IDB LENDS 

IDB provides financing to help establish, expand 
and modernize Canadian businesses. IDB loans are 
usually for one of the following purposes: 

1. To FINANCE THE PURCHASE OF FIXED ASSETS. 
Most TDB loans are used to purchase land and 

buillings, to alter or extend existing buildings, to con-
struct new buildings, or to purchase machinery and 
equipment. 
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2. To S 	 WORIONG CAPITAL. 	• 
As a eel:oral rule, 1D13 does not provide funds to 

finance inventories or receivables as an alternative to 
se.:sonal borrowings from chartered banks or from 
(.1!...r sources of current financing. However, where a 
bus;ness lacks working capital and there is a basis for 
a term loan secured by mortgage, the Bank will con-
scr an application for working capital loan to sup-
plement current financing from other sources. 

Where a business finds that purchases of equip-
e...ent--or other capital expenditures—have reduced 
\e„..rking. capital to an unsatisfactory level, IDB will 
eL , e:sidcr a loan to restore working capital. 

3. 1 .0 ;:i:-.:ANCE ESTABLISHMENT OF NEW BUSINESSES. 
1DB is particUlarly interested in participating in 

the initial financing of promising, soundly conceived 
new businesses. 

4. To FINANCE CHANGE OF OWNERSHIP. 
The Bank will consider applications to help 

finance a change of ov.alership of a business in some 
circumstances, for example, when it is clear that the 
business will benefit by the change. 

TERNIS OF IDB LOANS 

1. RATE OF INTEREST 
The Bank's rate of interest on new loans changes 

from time to time in keeping with the general level 
of interest rates in Canada. The rate of interest cur-
rently applicable to new I.D.B. loans may be ascer-
tained upon enquiry at any office of the Bank. Interest 
is calculated on the outstanding loan balance. The 
interest rate normally applicable at the date of prepara-
tion of the current edition of this book (December, 
1967) was 71%.  

2. REPAYI`.IENT TERMS 
The repayment of an IDB loan is usually by way 

of monthly instalments of principal and interest. The 
length of the repayment period ;s tailored to suit the 
circumstances and depends among other things on the 
prospective earnings of the business; the extent to 
which the business may need to use future earnings to 
finance the purchase of equipment or other fixed assets, 
or to improve working capital; and the nature of the 
assets pledged as security. 

Experience has shown that most loans can be 
repaid quite readily within a range of about seven to 
ten years. In some cases a longer period is appropriate 
while in other cases repayment rnay be required within 
a shorter time. In keeping with general lending practice, 
a loan may be prepaid at any time before maturity, if 
the borrower wishes, upon payment to the Bank of 
a standard prepayment fee. 

3. SECURITY FOR THE LOAN 
As a general rule, the .c.curity for an IDB loan 

takes the form of a first charge on the fixed assets of 
the borrowing business. To enable the Bank to obtain 
this security, it may sometimes be necessary to retire 
a remaining balance of an existing mortgage debt. 
The method of taking security varies from loan to 
loan and according to the laws of the various prov-
inces. It is usually by realty mortgage, chattel mort-
gage or mortgage bond. The Bank also can enter into 
conditional sales agreements, and in the case of trans-
portation equipment can purchase equipment trust 
certificates. 

Where a corporate borrower is a subsidiary of 
another corporation or is closely related to other  corn-
panics,  it inay be necessary for the pa; , t or affiliated 
company or companies to guarantee the loan. The 
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personel guarantee of the owner of the blisiness for 
a portion of the loan may be required. 

It is necessary for borrowers to maintain ade-
quate insurance on the assets morteaged to the Bank 
and, in some instances, insurance is required on the 
life of the owner of the business. 

EQUITY FINANCING 
\\Isere  the Bank provides part of the financing 

rcquieed by a company in the forrn of a term loan 
secured by fixed assets, the Bank may in appropriate 
cases -provide a further portion of the financing by 
7nrchasing, with a vie'  to resale, some of the corn-
pany's common shares or prefetred shares (which  ma 
01.  may not be convertible into common shares) or 
convertible. debentures. The Bank would not normally 
acquire more than a minor portion of the common 
shares of any company. 

PARTICIPATION  IN UNDERWRITING • 
AGREEMENTS 

IDB can enter into underwriting agreements in 
respect of an issue of stock, bonds, or debentures of 
a corporation which requires financing for a sound, 
credit-worthy proposal for which a public issue would 
bc the appropriate method of financing but could not 
be marketed on reasonable terms and conditions with-
out the participation of the Bank. 

IDB OFFICES 
Businessmen interested in finding out more about 

the Bank's services should enquire—by telephone or 
snail, but preferably by calling in person—at the 
; -.:arest IDB office. The Bank has twenty-eight offices  
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across Canada, as listed in Appendix C. A booklet 
describing the Bank's services in more detail is avail-
able upon request. 

Peovinciai Assistance 
An important source of financial assistance for 

enterprises not in a position to borrow through normal 
channels is provided by provincial governments. The 
assistance provided by provincial ag..encies are of two 
general types: (1) dinso lending, in which the public 
agency extends credit to the business concern, and (2) 
guarantees of loans obtained from other sources. 'These 
public agencies supplement rather than compete with 
the activities of the charteeed banks and other lending 
organizations. They normally work in close co-opera-
tion n., ith lending institutions in helping sound industrial 
projects, especially in those cases involving, guarantees 
of loans. The facilities offered by the provinces are 
outlined hereunder. 

ALBERTA 
Alberta Commercial Corporation 

The Alberta Commercial Corporation, a Crown 
Company, established under the Alberta Commercial 
Services Act, provides financial assistant in various 
forms to Alberta industries unable to obtain suitable 
financing through other sources. 

The type of assistance available can be tailored 
to suit the needs of individual companies and includes, 
but is not limited to, the financing of production 
equipment and facilities and/or inventories of raw 
materials used in the manufacturing process. 

The financing of raw material inventories has 
been carried on for a number of yc . :us with considera-
ble success under the Provincial I keting Board. In 



• • • 
98 

general, assistance is limited to the purchase of 
materials used in a manufacturing process, such as 
raw materiels, component parts, etc. Ownership of 
the inventory remains with the Corporation until it is 
withdrawn and used by the client company. 

In practice the plan works in the following man-
ner. Followinn a successful application for assistance, 
during which all available information about the 
business is examined by the Corporation, the  in-
\. ':•• is purchased and delivered to warehouse or 
storage trees leased from the client company and 
accessible only to an agent of the Corporation. Goods 
cae e..t .e.drnwn from stock as required in the manu-
fecturiel.7 process, payment being made for the material 
at the tinte of withdrawal. Interest, at of one per 
cent, is cliarned on the month-end balance of each 
account. 

The address of the Corporation is, 1810 
Centennial Building, Edmonton, Alberta. 

MANITOBA 
Manitoba Development Fund 

The Manitoba Development Fund was established 
under the authority of the Business Development Fund 
Act which came into force on December 15th, 1958. 
The function of the Fund is to provide financial as-
sistance to new and existing manufacturing industries, 
tourist and recreational facilities and community de-
velopment corporations in the province. ft is capitalized 
at $5 million, but through borrowing facilities author-
ized by the Act, monies available for loan purposes 
could amount to $100 million. 

In considering applications for financial assistance 
the M.D.F. is in fluenced mainly by sound business 
considerations and the potential contribution to the  
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economic growth of  Manitoba. Given these conditions, 
loans are generally extended when financing is not 
otherwise obtainable on reason:able terms and conditions 
and provided the amount of capital invested by the 
owner and the available collateral afford the Fund 
reasonable protection. 

As a "rule of thumb" M.D.F. will supply 50 per 
cent of the capital required for expansion. There is no 
set limit on the amount of each individual loan, just as 
there is no fixed interest rate. Assistance is usually on 
a medium or long-term basis—between two to ten 
years but in special circumstances may be available for 
any period of time up to 20 years. 

The methods of disbursement and repayment of 
a loan are arranged to fit the applicant's circumstances. 
Funds are usually disbursed on a "progress basis" 
rather than in a lump  sein, and the owner's share of 
the total outlay is usually disbursed first. Repayment, 
including interest, may be made mesehly, quarterly, 
semi-annually or annually. Provision can be made 
for an interim period during which only interest is 
repaid. All or any part of a loan may be repaid without 
penalty before it is due. 

The Manitoba Development Fund is not intended 
to compete with banks or other private lending institu-
tions so that any loan it extends should be distinguish-
able as to cost, terms or special circumstances. 

NEW BRUNSWICK 

hidustrial Development and Expansion Act 
Assistance to industry in New Brunswick is au-

thorized by the Industrial Development and Expansion 
Act in effect since 1956. This Act is administered by 
the Industrial Development  Board  which is composed 
mainly of businessmen. 
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Undar this Act, loans, or guarantees of loans, may 
be made for the establishment or expansion of an 
industry, and for working capital to finance inventories 
hut not for any other operating expenditures. 

Ench loan or guarantee is subject to the approval 
of the Lieutenant-Governor in Council, and loans are 
naid out of the Consolidated Revenue F'und. There are 
no stetutory limits on either individual or aggregate 
leans and guarantees which may be outstanding at any 

titre. 	- 
Finnneial assistance is not meant to compete: with 

c\istine fncilities. In extending a loan, the Board must 
thnt the funds required could not be ob-

'  ft. orn conventional sources on reasonable tenus 
and ecatOltions. Assistance is also premised on the best 
iaterast of the ceonc.nny of the province and on the 
ananinnItive situation in the industry concerned. The 
anion:it of any loan or guarantee is limited by regula-
tion t‘e,  approximately the amount of the capital invested 
by the kipplicant. The operation must, of course., show 
promise of connnercial soundness. 

Loans and guarantees are available for industries 
enzagod in the processing of most raw materials and 
natu •al resources and for services complementary to 
these industries. Various undertakings such as logging, 
sawmillinn, bottling plants and tourism are specifically 
excluded by regulation duc to probable competition 
1.vith existing enterprise, although exceptional cases can 
be considered by the Board where it would bolster the 
economy of an area. 

Security is usually in the form of first mortgages. 
The rate of :aterest on any bond issue guaranteed by 
the Board and on bank loans guaranteed by the Board, 
must not exceed the prevailing rate for similar, but 
unguaranteed, loans. 

Inquiries should be directed to the Department 
of Industry and Commerce, whieh offers additional 
service of plant location and technical advice. 

NEWFOUNDLAND 

Industrial Development Loan Act 
The Industrial Development Loan Act, in effect 

since 1949, provides financial assistance to persons or 
firms entering or already ernaged in preducing, pro-
cessing or otherwise dealing vyith Newfoundland's 
natural resources. 

The Industrial D -eveloprnent Loan Board is re-
sponsible for granting loans or ,guaranteeing payrnents 
of loans by commerical banles. The Board must be 
satisfied of the need for fnrids and cf the soundness 
of the proposal before it will extend a loan or g,uarantee. 
The exact atnount of any loan or guarantee granted 
to an applicant is detennined by the Board, but  normal-
'y  it would not exceed the investment made by the 
applicant himself. 

Regulations under the Act stipulate that the rate 
of interest on any loan must not exceed 5 per cent. 
However, the interest rate applied on each case is left 
to the discretion of the Board. The maximum term of 
any loan cannot exceed ten years and loans must be 
repaid on the amortization plan, in yearly or half-
yearly instalments. 

Tourist Development Loan Board 
Under the Tourist Development Act of 1953, the 

Board is authorized to make loans or guarantee loans 
for the erection, extension and renovation of tourist 
establishments. In practice, funds are advanced by 
commercial banks on the Board's guarantee. 

96283-8 
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Tourist loans g,uaranteed by the Board have a 
maximum term of ten years. During the term of the 
loan, the borrower is prevented from selling or trans-
ferrim7„ any property connected with the loan. 

Co-operative Development Loan Board 
This Board, established in 1959, performs some-

what thz same functions as the Industrial Dcvelopment 
Loan Board except that its activities are restricted to 
c) -operative societies. 

The Board is empowered to make loans or to 
guarantee loans to co-operatives to assist in the con-
strnni•• Of plants or the purchase of plant equipment 
or for olher reasons which the Board may deem de- 

ruble. 

NOVA SCOT IA 
incht.S/riai Loan Act 

The Industrial Loan Act vas  passed by the Nova 
Scotia Legislature in 1951. It established the Industrial 
Loan Board and the Industrial Loan Fund. 

The Act represents one of the most important 
sources of term capital available for the establishment 
and development of specified industries in Nova Scotia. 

There is no statutory Ihnit on the amount of 
money available for the Fund. Money is supplied by 
the government as required. Similarly, there is no 
statutory  limit on the amount of money which may 
be outstanding at any one time. 

The Industrial Loan Board is empowered to ap-
prove loans or guarantees of loans to companies en-
gaged in certain specified industries for the purpose 
of acquiring land buildings machinery, implements, 
plant or equipment. It may also approve loans or 
guarantees of loans for replacing working capital used  
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for these purposes within the last three years. In reach-
ing a decision, the Board not only considers the possible 
success or failure in strictly a business sense, but also 
takes into consideration the desirability of taking a 
lesser or greater risk from the point of view of the 
over-all good of the economy. Thus, it is difficult to 
determine in advance whether a specific proposal will 
receive the Board's approval. 

Industrial loans can nca.v be made for periods of 
up to 15 years and tourist accommodation loans for 
up to 20 years. The following are designated as indus-
tries or types of industries eligible for assistance: 
Manufacturing, processing and other industries as de-
fined by the Board from time to time; fish processing 
plants including lobster pounds;  green -houses; fur-
bearing animal ranches; peat moss industries; hotels, 
motels, cottages and cabins for tourists, hunters and 
fishermen; camping and trailer sites and picnic grounds; 
marinas; restaurant facilities where a need for such is 
shown; and recreational facilities where a need is 
shown. 

The amount of any loan shall not exceed 75% 
of the current appraised value of land, buildings, 
machinery, equipment, furnishings, and other chattels. 

Enquiries should be directed to: The Secretary, 
The Industrial Loan Board, Department of Trade and 
Industry, P.O. Box, 456, Halifax, Nova Scotia. 

Industrial Estates Limited 
Industrial Estates Limited is a Crown Corporation 

of the Province of Nova Scotia established by an Act 
of Legislature in 1957. It is a non-profit corporate 
entity a.:.th a Board of Directors comprised of promi-
nent Nova Scotians in business, finance and industry. 
In addition, there is an Advisory Council of leading 
international businessmen. 

06283-81 
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Industrial Fstates 'Limited has two main functions, 
i.e., to promote the development of new secondary 
manufacturing and to promote the expansion of exist-
ing industries within the province. 

For industries that qualify for assistance, 
w ill finance 100% of the cost of land and buildings, 
either on a long-term lease or on a mortgage basis. The 
client may select a plant site anywhere in the province 
and have a building designed and constructed to his 
speci fications. A leased plant may be purchased with-
out penalty at any tinte during the term of the lease 
at depreciated book value. Industrial Estates Limited 
will also finance a laree portion of the installed cost 
cf new equipment in an 1.E.L. financed plant. 

Industrial Estates Limited has tax agreements with 
most municipalities in Nova Scotia limiting the munici-
pal tax for a ten-year period to 1% of the cost of 
buildings only. There is no municipal tax on land, 
equipment or inventory during titis period. 

Write to: Industrial Estates Limited, Suite 503, 
1709 Hollis St., Halifax, Nova Scotia. 

ONTARIO 
Ontario Development Corporation 

The Ontario Development Corporation was estab-
lished for the purpose of stimulating economic and 
regional development in Ontario. It is authorized to 
make loans for both long-term capital and working 
capital requirements to qualified industries locating or 
located in Ontario. Long-term capital funds are avail-
able for the construction of new buildings, the re-
modelling and extension of existing buildings, and for 
the purchase of new equipment which will substan-
tially add to employment.  

105 

In order to obtain tissistance, the Corporation 
must be satis fied that the applicant has been unable to 
obtain its financial requirements from conventional 
sources and that it is engaged in an activity which will 
contribute in a substantial manner to the economic 
development of Ontario. 

Loans are available to secondary manufacturing 
industries and in certain instances where it can be 
demonstrated that substantial additional employment 
will result, to service industries. Corporate funds are 
not available to primary industries such as mining, 
logging, agriculture and fishing. Industries wher e  ade-
quate capacity already exists in Ontario and Canada 
for its goods or services are likewise not eligible for 
loans. 

Applicants must prove that the management is 
capable of operating the business successfully and give 
evidence of the soundness of the venture and the 
ability to repay funds which may be provided. Appli-
cants must have sufficient equity in the business to 
warrant financial assistance through the Corporation. 

The maximum limit for long-term loans is nor-
mally $200,000 although applications for loans in ex-
cess of this amount may be considered in exceptional 
circumstances. Loans are not available for consolidai-
ing debts or for refinancing existing mortgages. 

In addition to providing funds, the Corporation 
can provide managerial, technical, or other advisory 
services where it deems appropriate. 

The program was expanded in 1967 to authorize 
incentive grants to industries locating in certain desig-
nated slow-growth areas of Northern and Eastern On-
tario which are not already designated in the Federal 
Area Development Program. The grants take the form 
of loans which are forgiven over a six year period. 
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For further information, write t•: Ontario De-
velopment Corporation, 950 Yonge Street, Toronto 5, 
Ontario. 

PRINCE EDWARD ISLAND 
Industrial Enterprises Incorporated 

Industrial Enterprises Incorpora.ted was set up 
in 1965, with  vide ternis of reference and broad pow-
ers, in order to provide assistance to established or 
establishing. industries. The Board of Directors is cern-
posed of representatives from industry, and managerial 
assistance is available in addition to financial assistance. 

Financial aid can be in the forms of guaranteed 
or direct loans. Rates of interest arc flexible and pay-
ments can be stretched up to -y.venty-five year§, depend-
ing mainly on the size of the loan. .• 

First mortgage on real es.tate and chattel rnortgage 
on machinery and equipment are the standard forms 
of security required by LEI., but personal guarantees 
of the indi:iduals concerned or of a parent - organiza-
tion can also be requested. A second mortgage posi-
tion may be taken by if the first mortgage is held 
by the Industrial Development Bank or some other 
federal govermnent agency. 

Its flexible approach can also provide for interim 
financing (i.e. during the process of obtaining a loan 
from the Industrial Development Bank), or loans for 
working capital in special circumstances, in addition 
to the service of guaranteed or direct loans. 

Any person or firm wishing to obtain further in-
formation on I.E.I. or about the other provincial agen-
des, such as the guaranteed Business jmprovement 
Loans, or the Tourist Accommodation Loan Board, 
can write to Industrial Faterprises Incorporated, 129 
Kent Street, Charlottetown, Prince Edward Island.  
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Tourist Accommodation Loans Act 
This Act was passed in 1954 for the general 

purpose of establishing and improving tourist accom-
modation in the province. Prior to 1954, funds had 
occasionally been made available for the same purpose 
through Order-in-Council. 

The Tourist Loan Board established by the Act 
is authorized to make loans with its loan budget of 
$2 million. 

The Act and Regulations give the Board fairly 
broad discretionary powers in disbursing loans. How-
ever, the Board's discretionary powers are not bound-
less. The maximum loan available to an applicant is 
$40,000 and no loan can exceed fifty per cent of the 
cost of a project. All progress and final payments are 
advanced on the basis  of fifty per cent of expenditures 
actually incurred. The maximum term for a loan is 
fifteen years. 
QUEBEC 
Industrial Credit Bureau 

The Quebec Industrial Credit Bureau was created 
by an Act of the Quebec Legislative Assembly in 
1967 for the purpose of encouraging the development 
of manufacturing in Quebec. Its main activity consists -
of a:yarding conditional loans to new manufacturing 
concerns, or those already established, which have an 
expansion potential capable of contributing to the 
eConomic progreess of an area of Quebec. Financial 
assistance from the Bureau must be used for the pur-
chase of land, the acquisition or expansion of build-
ings, the purchase of machinery, tools and vehicles, or 
for improvement or consolidation of a business. In 
certain cases, the Bureau may guarantee the reim-
bursement of loans granted by other financial insti-
tutions and has the power to purchase property for 
leasing back to a company. 



• 	• 	• 
I 

 

The Bureau can grant its assistance only 'hen 
the applicant has been unable to procure from other 
soarces and at reasonable rates and conditions he 
needs. The prospects for the applicant's making a 
profit be favourable; the management, compe-
tent; and the investments 'made by the owners, ade-
quate. The securities offered should ensure the Bureau 
a valid safenuard. 

There is no restriction on the amount of the loans 
and the interest rate is slightly in excess of that appli-
cable to the provincial bonds issued to the public. The 
renayraent period is determined according to the 
profits eneiseged and the nature of  the  securities, but 
it cannot exeeed fifteen years. 

,•he Bureau is located in the Royal Bank Build-
ing. Room 625, 710 Place d'Youville, Quebec, Prov-
ince of Quebec. 

General Investment Corporation of Quebec 
The General Investment Corporation was in-

corporated July 6, 1962 by an Act of the Parliament 
of Quebec. The G.I.C. is not an agency of the Quebec 
Department of Industry and Commerce nor is it a 
Cro,.vn Corporation. It is an autonomous, corporate 
entity subject to decisions made by its board of 
directors, and one in ,xhich the Quebec Government 
participates only as a minority shareholder. Shares of 
the Corporation are also held by the general public 
and by investment houses and credit unions. 

The G.I.C. is both a credit and a holding com-
pany. As such, the financial assistance it is empowered 
to extend to industry is quite broad. It includes direct 
loans, lease-back arrangements and equity participa-
tion for the purchase of land, erection of new 
buildings, purchases and installation of machinery, 
improvements to manufacturing processes, rationaliza- 

109 

Lion  of production  facilities and for ptirposes of work-
ing capital requirements. 

There is no limit to the financial assistance or 
direct participation of the G.I.C. Where desirable, it 
is empowered to acquire control of an eriterprise. 
However, its objective with respect to equity partici-
pation is to provide temporary assistance only and to 
divest itself of its controlling interest as soon as 
possible. 

In addition to financh.1 assistance, the Corpora-
tion can provide managerial, technical or other 
advisory services ),vhere it. deems appropriate. 

For further information, write General Invest-
ment Corporation of Quebec, Suite 804, 215 St. 
Jacques Street West, Montreal, Province of Quebec. 

Municipal Industrial Funds 
The provincial Act authorizing municipalities in 

Quebec to establish industrial funds was adopted in 
May 1961. This Act supersedes similar but less 
encompassing legislation which had until that time 
authorized certain municipalities to create such funds. 

The creation of an industrial fund requires prior 
approval by the Minister of Municipal Affairs and the 
Minister of Industry and Commerce of the Province 
of Quebec. There is no limit to the size of an industrial 
fund.-Each case is judged on its own merits by the two 
provincial departments concerned. 

Approved municipal industrial funds may be used 
to purchase land and install services for the purpose 
of creating industrial parks. The land and services so 
acquired may be sold or rented to enterprises which 
undertake to use them for industrial purposes. Sales 
may be concluded on a cash basis or on credit terms. 
In the cases 1,vhere the land is sold for commercial 
purposes, payment must be made in cash. 
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Projects iinaneed by the fund require also the 
prior approval by these t•,vo provincial departments. 
When such authority for the acquisition of land has 
been granted. the Municipality approves a loan bylaw 
to he financed by means of a bond issue. All expenses 
incurred by a municipality purchasing land must be 
recovered through the sale or rent to industry. 

Information on existing Municipal Industrial 
Funds can be obtained from the Department of Indus-
try and Commerce, Quebec City, P.Q. 

SASKA Fi.71iEWAN 

The Saskatchewan Economic Development 
Corporetion was established by the Industrial Devel-
opment. Act, 1963, to assist industry to establish or 
eNreind operations in Saskatchewan. Assistance, is pro-
vided by way of mortgagee loans, inventory financing 
or the provision of industrial sites or buildings under_ 
lease or lease-purchase arrangements. 

Types of businesses eligible for assistance are: 
—an industry enganed wholly in extracting or 

processing natural or mineral resources, but 
not basic farming operations; 

---a secondary manufacturing industry or one 
eneneed in processing• agricultural products; 

—an industry serving the above or one of service 
to agriculture; 

—certain specialized and intensive -agricultural 
and horticultural operations, including the 
growing of crops under artificial conditions and 
specialized facilities for the intensive raising 
of poultry, cattle and hogs; and 

—an industry otherwise excluded, but which 
would provide significant benefits by increasing 
employment, replacing imports or stimulating 
exports. 
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The businesses may bc incorporated companies, 
partnerships, proprietorships, co-operatives, or have 
any other form of ownership, provided only that they 
are actively engaged in business for profit. Assistance 
is not restricted to Canadian-owned industry. 

To qualify for assistance, the applicant must satisfy 
the Corporation that there is a reasonable investment 
in the business in relation to existing and proposed debt, 
that assets pledged to the Corporation will provide 
reasonable security, that the business will generate a 
sufficient return to sustain operations and provide for 
orderly retirement of the (±t, and that adequate man-
agement is available. 

As security, SEDCO requires a first mortgage 
charge on fixed assets of the business as well as personal 
euarantces of the principals at some level. Repayment 
is generally by monthly instalments over a term of rive 
to ten years. Vvihere appropriate, longer terrils can be 
arranged. Repayment in \vhole or in part iray be made 
at any time without penalty Or bonus. The loans carry 

- interest at a rate determined by the Corporation•from 
time to time. 

in addition to mortgage loo.ns, SEDCO will con-
sider providing working capital assistance to manufac-
turing industries for the purchase of raw material 
inventories or financing of completed products. 

SEDCO may also acquire or construct buildings 
to be resold or leased•to industries. Preference will be 
given to arrangements whereby the applicant will 
eventually become owner of the building. 

In certain circumstances, usually involving large-
scale projects, the government I:, f the province is 
prepared to consider underwriting or guarantee-
ing arrangements with respect to major financial 
proposals. SEDCO can act as agent for the govern-
ment in such proposals. 



• • • 
I.12 

A brochure with more detail on the Corporation's 
prograrri may be obtained by writing to: SEDCO, 
Power Building, Regina, Saskatchewan, 

Trust, Mortgage and Insurance Companies 
Trust, mortgage and insurance companies make 

long-term loans secured by mortgafzes on buildings 
and land. Since most mortgage loans are granted on 
residential property, these institutions are not of pri-
mary interest to the small businessman. 

However, it may be useful to Icnow that insofar 
as these companies do make mortgage 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 preferred type of 
building is one adaptable to any type of merchandising 
and located in a busy shopping district. The lending 
company wants to be sure that it can easily sell the 
property in case the loan is not repaid. 

The amount which you can borrow will depend 
upon the value of the property, but the ;ending com-
pany will probably not Tend more than 45 to 60 per 
cent of the prof,..n - ty's normal value, dependin,g  on 
circumstances. In- term of the loan can vary widely, 
and may be for a period as long as 20 years. 

Factoring Conipanies 

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 advice as to what trade credit he should 
extend. He then ships his merchandise -to his customer 
and transfers the account receivable without recourse,  
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to his factor. The factor thereupon assumes the full 
credit risk and absorbs all credit losses and collection 
expenses in connection with the receivables he has 
purchased. 

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

Factoring companies service manufacturers and 
wholesalers engaged in the production and selling of 
items in which there is a continuintr or "repeat" busi-
ness, such as shoes, textiles of all kinds, manufactured 
articles and even raw materials such as lumber and 
building supplies ;  and so forth. 

Factoring companies also will advance funds 
against the receiva'oles purchased and thus convert the 
client's receivables into cash as required. Factors 
usually deal in receivables carryin,g terms of approxi-
mately 30 days to 90 days, but very often they will 
extend longer terms sometimes up to six months. 
Generally speaking they deal in short-terri accounts 
receivable and do not handle long- terrn instIment 
sales. On the other hand, factors sometimes exteld 
special medium-term loans secured b:y warehouse re-
ceipts or otherwise to their regular clients when su:h 
loans will help increase their clients' sales. 

The factor charges interest on the receivables dis-
counted, as well -as a factoring commission. This com-
mission is designed to remunerate the factor for 
assuming the full credit risks on the receivables pur-
chased, as well as for undertaking the collection work 
and absorbing all ex-penses connected therewith. 

Finance, Discount and Accepianc.f.,» 
Cœn.panies 

Among other institutions that may assist the 
would-be borrower in need of short-terrn credit are the 
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various loan companies. The business of these lendin g 
 firms is primarily that of lending to consumers for 

personal needs, but they do, as a secondary feature, 
make :oans for business purposes. 

Another source of short-term loans is tuape up of 
concerns variously known as Commercial Credit, Dis-
count, Aceeptance or Instalment Finance companies. 
Suc.11 companies differ from factors in that they do not 
buy receivables and usually do not furnish collection 
service or management advice. They lend rnoncy  on 
th  c security of accounts or notes receivable in much 
the same v.-ay as commercial banks do. They also 
make loans secured by warehouse receipts as \veil as 
loans to finance certain types of equipment which may 
be: tt5ed as security for the loans. 

Like factors, commercial credit companies usually 
limit their loans to manufacturers' or whole-salers' 
receivables. Branches of these companies are found 
in any fair,sized city. 

Commercial Credit, Discount, Acceptance, or 
instalment Finance companies deal with manufac-
turers, wholesalers and dealers. They do not deal 
directly ,.vith consumers. - If durable goods are sold 
on a time payment basis, the party making the sale 
can discount the contract with one of the afore-
mentioned companies. 

Small  Loans Companies 

In respect of loans up to $1,500, Small Loans 
Companies and Money-Lenders are subject to the reg-
ulatory provisions of the Small Loans Act, Statute 
of the Parliame-nt of Canada. 

The Act requires that anyone wishing to make 
loans in amounts of $1,500 or less and to charge rates 
in excess of one per cent per month must first obtain  
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a licence. With a licence under the Act, the lender is 
permitted 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 exceeding $300 but not exceeding 
$1,000, plus one-half of one per cent  per  month on the 
portion of the outstanding balance exceeding $1,000 
but not exceeding , $1,500, provided that the term of 
the loan does not exceed 20 months if it is for $500 
or less, or 30 months if it is for more tha.n $500 but 
not more than $1,500. If the terni  of the loan is longer, 
the maximum charge pea-mined is one per cent per 
month. 

These companies may makc..• loa..ns  in  e,xcess of 
$1,500 but such loans are not subject to the Act 
and may  be  made at whatever rate and for whatever 
term may be agreed upon between the lender and the 
borro\,ver. The business of these lending firms is 
primarily that of lending to consumers for personal 
needs, but they do, as a secondary feature, make loans 
for business purposes. 

- Credit Unions 

If you are a member of a credit union, you may 
be able to borrow from it for business purposes. The 
usual security for such loans is a mortgage on build-
ings and equipment, the interest charge is about eight 
per cent on the unpaid balance, md the term is usually 
for less than five years. 
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"no use of credit has grown enormously in 
importance in the postwar ye-ars. In some  linos  of 
.:- o-ods, such as household furniture, expensive ap- 
• ianees. and autos. insî.alment buying has become 
very -.,vicl.spre'.ad, while in the operations of stores sell-
ig other lines of 2oods. cash and carry is the main 
fc., ture. In the type of business you are entering there 
may bc no choice, about your selling on credit: cus-
tomers' habits and competition rnay determine the 
matter for you. 

If you go into a credit business either through 
choice Or necessity, a well thought out credit policy is 
essential. If used properly, credit can build up your 
sales volume and profits but, if uncontrolled, can lea.d 
to insolvency and failure. 

Buying  on  Credit 

Credit zranted by suppliers can be an aid in 
financing inventory. But, as pointed out in Chapter 7, 
trade credit is very expensive and its use should be 
studied very carefully. If you use trade credit, be sure 
that its cost is -justified and that you can meet the 
terms laid do ,,vn by your suppliers. 

Above all, do not buy on credit simply because 
a supplier decides, for example, that you are "good" 
for a line, of credit up to S3,000. Remember that the 
main reason for having a stock of goods on hand is to  

be able to satisfy your customer's nee.ds. If credit can 
'oe used to build inventory 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 rnone-y. 

You might bear in mind that one way of raiçing 
money to buy inventory is to discount your accounts 
receivable ,.vith a collection agency or a chartered bank, 
as suggested on page 88. 

In using trade, credit, remember also that inven-
tnrirq are not  to be risky things. If you have purchased 
inventory at a given set of prices and the level of your 
selling prices is then forced do ,sn for any reason, your 
Pr' mar2in may be not  only cut but may even be 
turned into a loss. Do not let easy trade, credit betray 
you into building up excessive stocks of even the best-
selling merchandise, for your losses may be serious. 

In short, constantly keep in mind t \V 0 questions 
when thinking about buying on credit: (1) what will 
this credit cost  rue  and (2) can I meet my suppliers' 
terrns without difficulty? Keep in rnind the  suggestions  
of Chapter 7 for calculating the true cost of credit. 

vc.1— 	— r+— 	• k  

ADVANTAGES AND DISADVANTAGES 
The chief advantage of selling 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 selling on credit has the disadvantage that it 
adds to cost. This achicl cost has a threefold aspect. 

Firstly, when you sell ,to a customer on credit, you 
are actually rnaking him a loan. If your credit sales are 
substantial, these "loans" will tie up a sizable sum of 
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your money. Hence more capital is required for a 
credit business than fer a cash business, and capital 
CIDitS money. 

Secondly, there ore bad debts to reckon with. 
There will be times when you cannot collect your 
money from all your customers. Naturally, you will 
try to cut . .eou• losses çrom bad debts to a minimum, 
but there will be some losses and these constitute a 
cost n.ehich doeç not exist in a cash business. 

Thirdly, customers' accounts must be supeivised. 
There is considerable \yip:1-: in taking credit applica-
tions, ker.Ting-  accounts, sending. out statements, and 
folloeire,  up delinquent accounts. There may be ackii-
tional expense  in buyinr,  the necessary  files,  typewriters, 
accounting machines, and credit reports on customers 
frOïa  a  ereilit reporting, m,ency.  if  your c.redit business 
gows large enoue, you rnay even need one or more 
employees ,,yorking exclusively on credit accounts. 

TYPES OF CREDIT SALE 
Credit sales in the retail field comprise two types 

of operation: selling an open or "charge" account, and 
instalment sales. The latter may be known as time-pay-
ment plan, budget plan, deferred payment plan, easy 
terms plan, convenient payment plan, or easy payment 
plan. 

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

GENERAL PRINCIPLES 
1. Know Your Cuslorners—The most important 

guide in selling on credit is a knowledge of your cus-
tomers, their means, and their legitimate needs. Sales  
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on credit should be allowed only for real needs and n.ot -
for luxury items ur passing fancies which customers 
cannot afford. 

Allowing a customer to buy on credit as a method 
of escaping from the limitations of an inadequate in-
come ultimately means trouble for both you and your 
customer. Experience and corma•el sense are your prin-
cipal guides as to whether credit is justified. 

Investigate thoroughly eVCry 11:I..',7  customer who 
wishes to open a charge or instalment account before 
yr_',u extend the credit privilege. All large cities and 
somc smaller ones support credit-rating bureaux. These 

- bureaux accumulate the experience of creclit;-granting 
merchants, professional people, and banks, as r,velil as 
information frorn newspapers, court records, and public 
records. On the basis of such information a person or 
firm is given a credit-rating. if there is a credit bureau 
in your town, submit to it all application forms of new 
accounts and get reports on the credit-rating of all new 
customers. As well, it is wise to register your old 
accounts with the bureau. Credit bureaux can investi-
gate new customers much more thoroughly than can 

, an individual merchant. 
When considering credit sales to firms rather than 

to individual consumers, rather different methods apply. 
The firm asking for credit sheuld be in sound financial 
condition, have its accounts receivable in the proper 
proportion to its other assets, and have reliable manage-
ment. To learn about the soundness of a firm, consult 
either a credit bureau or other suppliers who have had 
dealings with the firm. 

2. Explain Your Credit Ternis Clearly—You can 
save yourself trouble if you explain to each new credit 
customer the exact terrils on which you extend the 
credit privilege. This means, of course, that you must 
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e a clear id-ea in. your own mind of just what your 
eeelit policy is. Decide how much and for ‘.vhat period 
you will allow any customer to buy on credit. Make 
it ele.ar when you expect payment in full. 

It  lias  been found by many merchants to be good 
polie)', when dealing with open-account or "charge" 
business, to grant credit only from one payday to the 
next. While this sort of arrangement may not be suitable 
to your business, it is wise to insist on payments at 
reeular intervals. Make it clear that if you are not paid 

eularly. the customer's credit privilege will end im-
mediately. Come to an understanding with the cus-
tomers as to just how much credit he can have. This 

he:p Lg.  prevent his oeer-buying and uetting into 
- the slow  payaient  habit which accompanies it. Write 
the credit period and credit limit on each individual 
custornee.s account as a reminde,r to yourself. 

3: Follow-up and Collect Promptly—Your credit 
policy will fail unless a sound collection plan is also 
adopted. Statements should be prepared and sent to 
customers with credit terms of a month. (For those 
on weekly or bi-weekly credit terms, statements are 
not usually necessary unless such customers are be-
coming.  lax about payments.) Then, when the state-
ments do not bring in payment, follow-up the account 
prom. ptly and consistently. This follow-up may take 
the form of a telephone call, a personal interview, or 
the mailing of printed reminders. Keep after the cus-
tomer at regular intervals or temporarily suspend his 
credit privilege. 

Quick follow-up and insistence on prompt payment 
from the very first will pay dividends. Customers are 
usually better able to pay when their accounts are new. 
Quick follow-up will earn the respect of the customer 
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for your business-like attitude. If no favoln•itism is 
shown in the matter of collections, and if collections 
arc prompt, customers will know they arc not having 
to pay in the form of higher prices for losses due to 
bad debts caused by others. 

4. Suspend Slow-Paying Accounts—Promptly sus-
pending delinquent accounts from further credit priv-
ilege is the core of a sound credit policy. It educates 
the slow payer to pay promptly. It eliminates the prac-
tice of treating each account individually, speeds up 
collections, and increases sales receipts. 

Temporary suspension of eredit  privileges do not 
automatically cut off further credit at once. But it does 
so if: (1) the customer refuses to pay; or (2) he 
refuses -  to make a definite arrangement to pay by a 
given date. 

Suspension should also be applied to "creepers" 
—those who make partial payments on account but 
whose total indebtedness is always increasing. 

5. Advise Delinquents About Paying—In collect-
ing, help delinquents. Give your debtor a definite plan 
which will enable him to clear off his indebtedness in 
a reasonable length of time. It might be still more 
helpful to suggest a few alternative plans for his 
consideration. Tell him the real reasons ‘vhy you want 
prompt payment: it cuts your costs and bad-debt 
losses, enables you to work on smaller capital, thus 
reducing your borrowing and interest on loans and 
enabling you to charge lower prices. Above all, do 
not give the impression that you question your custo-
mer's honesty. 

6. Other Aspects of Collection—The whole matter 
of collecting is one requiring tact and common sense. 
The proper approach depends upon the customer and 
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how seriously  he  is in debt. The foregoing sections 
have sueecsted methods of dealing with delinquent 
accounts, and these methods may be all that are 
necessary in a large number of cases. In the case of 
stubborn persons able but unwilling to pay, you may • 
have to resort to the services of a bill collector or 
even to court action. Suit the method to the person 
and circumstances, but at all times be firm and decisive. 

One way of disposing of your collection problem 
entirely is to sell your accounts receivable to a collec-
tion atzeney. A collection agency buys an account 
rece.ivable for its face value less a charge for collec-
tion and less an allowance for bad debts. In other 
..eerds, the aeency "discounts" your accounts receiva- 

e. As the agency is the owner of the account and 
collects it, you have nothing further to do. 

7. Analyze Your Accounts and Maintain an 
Overall Check—We have said before that the amount 
of credit you can extend •will be limited by your capital. 
You must frequently check the amount of credit you 
have outstanding and compare it with the limit you 
have set for your business. - 

One question to which you need an answer is, 
"How much can my business stand in slow acounts?" 
Here are a few methods of arriving at an answer to this 
problem. 

(a) Compare your charge sales with your collec-
tions. If your charge sales during a credit period 
amount to more than your collections, it means either 
that your charge business is expanding or that your 
collections are poor. If the excess of credit sales over 
collections occurs a second period in succession, you 
are in danger. If you allow this situation to persist you 
are risking business failure. 

(b) Compare your charge sales with the amount 
owed by customers. The total amount owed at the 
end of a credit period should be about equal to one 
credit period's charge sales. 

(c) "Age" your accounts receivable. That is, go 
through them and : , : -ange them in groups which are one 
to nine days old, i en to 19 days old, 20 to 29 days 
old, etc. Compare the results with your terms of credit 
and thus discover which of your customers are being 
unusually slow in paying up. 

(d) Compare the average length of time it takes 
you to collect an account with the average length of 
tirne required by other firms in the same line of 
business. Statistics on this matter can be obtained from 
Dun and Bradstreet. 

(e) Relate the terms of your credit sales to the 
terms of your credit purchases. If your suppliers 
demand payment in 30 days, your customers should 
either pay cash or pay up their accounts within 30 days. 

A Final Word 
- 

Remember that when you sell goods costing $100, 
these goods must be replace]. If you sell for cash, you 
immediately have the funds to replace the goods. If 
you sell on credit, the funds must come either from 
your capital or be borrowed  from  someone else. If 
you have no extra capital or if no one will give you a 
loan or trade credit, you cannot replace your goods 
and you will lose trade because of an inadequate or 
out-of-date stock of goods. So this e .u.ter of collections 
and credit control is vitally impe, •  nt to the success 
of your enterprise. 

The foregoing has not been intended to scare 
you out of selling on credit. Rather, it has been 
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clesigncd to help  'ou  build a suc -eessful and \.vell-con-
trolled credit business. A sound credit policy can help 
-n ou enormously in building a prosperous enterprise. 
Needless to say, to  be successful your credit policy 
lutist bc integrated with your general store polic-y. So 
bear in • ind the general considerations given in 
Chaipter 5 on "Retail Store Policies". 

;r1142:1,1, 011 
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Ask yourself What you would do if either of the 
foilov,ing events occurred on your premises. 

An elderly lady, entering your grocery store, 
trips on the handle, of a mislaid broom, falls, breaks an 
arm, and. sucs you for $5,000. 

A burglar smashes  your  jewellery  store  window 
during the night and rnakes off with $2,000 in -watches. 

You can see that eithe.r of these events could cause 
you very serious financial loss or even ruin your busi-
ness completely. The purpose of insurance is to guard 
against just such los-ses as these. The -premiums to be 
paid On an insurance policy are small in comparison 
vi-ith the value of the assets protected. To run a business 
without insurance of any kind is a very hazardous 
undertaking .  This is so widely recognized that there 
are circumstances in which insurance is required, for 
instance, when a lender makes you a mortgage loan. 

As insurance is a very complex subject, this 
chapter will try 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 your particular busi-
ness. 

,r,f Properly 
The loss or du,:truction of a large investment in a 

building, equip:: 	and merchandise could put you 
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out of business completely. So it is worthwhile to pay 
the relatively small premiums required to take care of 
the risk of a much larger loss. There arc many types 
of policy., some common forms of which are as follows. 

Firc—Originally a fire policy covered only fire and 
lightning. But there has been a continuing broadening 
of the coverage and by endorsement, many other cover-
ages can now be obtained. These include explosion, 
collapse or landslide, falling objects, 2Iass breakage, 
impact by aircraft or vehicles, malicious damage, riot, 
rupture or freezing of steam or hot water heating sys-
Llns, plumbing and air-conditioning systems, smok.e, 
water, wind-storm and hail. 

Business Interruption Insurance—This type of in-
surance covers you when your operations cease due to 
fire or other property damage. If your business stops 
because of fire, your earnings cease but your fixed 
expenses such as interest and taxes go on. Business 
interruption insurance provides for continuing expenses 
and loss e:r •: -ofits. 

Floater Insurance—Floater or inland marine in-
surance covers losses on movable property. A floater 
policy may cover a wide range of hazards or be nar-
rowed to specified risks. A comprehensive type is the 
personal property floater. Specific types can be had to 
cover cameras, furs, jewellery, etc. 

Casualty Insurance 

This type of insurance protects against financial 
loss arising out of injury to persons, or damage, loss, 
or destruction of property caused by negligent, fraud-
ulent, or criminal acts. 

Injury to Employees—If one of your employees is 
injured due to carelessness on your part, then by law  
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he is entitled to compensation for the injury. Work-
men's compensation may be compulsory in your prov-
ince. If not, an insurance company will protect you 
against liability for injury to yonr employees while 
engaged in their duties. 

Public Liability Insurance—Everyone is respons-
ible for injury or damage to persons or property of 
others due to his negligence. The term "public liability 
insurance" includes all types of insurance which provide 
protection against damage claims, except two main 
categories: claims by employees, and claims arising 
out of the use of autos. Public liability insurance is 
usually considered in two parts: (1) bodily injury, 
covering clams for accidental death or injury of persons 
(except employees); (2) property damage, which 
covers accidental injury to property of others which is 
not being used by the insured person or in his care. 

A policy may be , , :ranged to cover all liability 
risks in connection with a business, subject to a few 
exclusions. If you do not want such a comprehensive 
liability policy, policies covering many specific types 
of risks can be obtained. - 
These include: 

Owners', landlords' and tenants' liability 
Elevator public liability 
Professional (malpractice) liability 
Products liability 
Manufacturers' and contractors' public 

liability 
Owners' or contractors' protective public 

liability 
Contractual liability 

Sec a casualty insurance agent for dctails of any of 
these types of insurance. 
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Onhe •  Fo • ms  of  Catnia1;:y .11.usrau.nuee 

Boiler and Machinery Insurance—This type in-
sures N'OU anainst the ruinous fi nancial losses caused 
by aec-idental explosion Of bf:: n 11“7, 0W11 of hcating and 
power equipment and covers many different types of 
installation such as boilers, pressure containers, refrig-
erating systems, engines, turbines, electric gcneratOrs, 
and electric motors. The policy covers claims foa bodily 
injury as -well as property damage. An inspection sex-
\ »tee is included. 

Glass Insurance—This type insures you against 
breakage, or damage  to lettering and ornamenta-

tion. .fhe insurance conip:-..ny ener replaces the 
d.nrea:;ed glass or incleninilics y u for the cosh value 
of the elass at the time of the loss. As the usual proce-
dure is to replace the broken glass, glass insurance 
1 3 basically a replacement coverage. Beeause insurance 
companies are regular buyers of elass  and  arrange for 
so many-  replacements,  the)'  can often (get installations 
more promptly and at lower cost than  eau the individual 
cr,vner. 

Credit Insurance—Credit insurance protects you 
against abnormal and inordinate bad debt losses as 
distinguished from normal bad debt losses which can 
be allowed for in your selling prices. For example, it 
covers the sudden insolvency of a large and hitherto 
trustworthy customer. This type of policy is highly 
technical and must be tailored to fit the requirements 
of cac'n individual business. It is not generally available 
to retailers. 

Burglary, Robbery and Theft Insurance--Burglary 
means the forcible entry of your premises. Robbery 
is the taking of your property by violence or threat  

of violence. Theft is the stealing of your property while 
it is unprotected. In large cities, scores or even hun-
dreds of these crimes occur daily. Loss  of  money from 
a safe may cause business failure or serious interruption 
of business. - 

Various types of policy cover separate risks. Alter-
natively>  you can obtain a Commercial Comprehensive. 
Dishonesty Policy, a combination of separate policies. 

rt.l'oi.or -Vehicle Irlfazarils 

Bodily Injury and Property Damage Liability 
I,isurance—This type of policy covers your liability 
for bociily injuries and poperty clairla:ry nii;;ed by 
operation of motor ‘'chicles owned by "y'GII whether 
driven by you or by others n,vith your censent. 

Collision Insurance—This policy covers loss 
through damage or destruction of your vehicle by 
collision or upset. The cost depends on the coverage 
or protection purchased. Coverage may be on a 
"deductible" basis. 

Fire and Theft Insurance—This policy covers loss 
by fire and transportation hazards or by theft of  The  
auto or parts of it. 

Non-Ownership Liability Insurance—This policy 
covers your liability for loss arising out of the use in 
your business of automobiles yu do  not own. 

Garage Liability Insurance—This type covers your 
liability for loss arising from your operations as an 
auto dealer, owner of a repair shop, storage garage, 
or service station. The policy covers not only the 
operation of autos, but public liability arising out of 
the use and maintenance of the pretnises. 
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Life Insurance in Business 

Life insurance serves several functions in connec-
tion with business. These are discussed below. 

1. Key-Man Insurance—In many businesses, suc-
cess depends on the ability of one k-ey-man  whose death 
causes serious financial setback until a qualified replace-
ment is found. -Slaking the business the beneficiary 
of a life insurance policy on such a key-man provides 
funds to attract a new man into the business, to educate 
and train him in order to provide a man as good as the 
one replaced. 

2. Partnership rnsurance—Denth of a business 
partner can cause .•vithdrawal of his investment in the 
business.  In many cases, the death of the partner dis-
solves the partnership and his estate may require liqui-
dation of his share. Furthermore,  the  goodwill assets of 
the partner may be lost. Partnership insurance provides 
funds to aid reorganization into a new partnership or 
sole proprietorship. 

3. Individual Proprietorship Insurance—If a sole 
prouietor insures his own life, his family is given. 
adequate funds to reorganize the business or maintain 
it till it can be sold. If a new manager is hired to run 
the business, the insurance can be used to make his 
salary worthwhile until the goodwill and productivity 
of the firm are re-established. 

TYPES OF INSURANCE 
Three principal types are used: straight life in-

surance, term insurance, and endowment insurance. 
.<;traight Life Insurance. 

The 	.•.!inary life insurance policy is intended as 
protectioe .:ainst premature death. It is a permanent 
type giving i , :•otection throughout life. It also has a 

savings function. Issued by life insurance companies in 
amounts of $1,000 or greater (usually in multiples of 
$500), an ordinary life policy requires payment of an 
annual premium varying in amount v,ith the age of the 
insured person. Such annual premiums may be ad-
justed to serni-annual, quarterly, or monthly  payments 
if the policyholder so desires. Payment, of the pre-
mium continues until the death of the insured, where-
upon the company pays the principal in cash to the 
person  or  persons designated as beneficiaries. 

The distinguishing feature is that the insured per-
son pays premiums as long as he lives. This type also 
build up a cash surrender value in case the insured 
wishes to discontinue the policy-  before his death. Loans 
from the insurance company may also be obtained, the 
amount of which is limited by the cash reserve which 
is built up by the policy. 

In addition to its usefulness as family protection, 
this type can be used for business protection or as a 
support to personal credit. 

The person who buys straig,ht life insurance may 
elect to buy a policy which is a "participating" policy. 
This type of policy permits the policyholder to share or 
"participate" in the pro fits of the insurance company. 
Limited payment policies and endowment policies also 
can be had with participation features. The premiums 
on participating pnlicies are higher than on non-
participating policies of the same type and for the 
same age. It is of interest to note .that most ordinary 
life plans can become "paid up" at 65 or at about that 
age if the dividends payable to the icipating policy-
holders under such a plan are allowed to accumulate 
during the lifetime of the policy.. 

Limited payment life insurance is issued to over-
come one unsatisfactory feature of ordinary life insur- 
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ancc. The latter type of policy requires premium pay-
ments throughout life at a flat  rate. As the period 
v, - lasn a man has an income may not extend past 60 or 
65 years of :isle, the payment of life insurance premiums 
alter  that age might well be a heavy burden. Hence 
there is g,00d reason why premiums should cease with 
the end of the productive period of life. 

To meet this need, commercial companies issue 
limited payment policies. These limit the number of 
payments to ten, 15 or 20 years, at the end of which 
peaiod the policy is "paid up" and no further premiums 
arc required. The insured person rs fully covered until 
tlee time of his death. Premituns on this type of insur-
ance are hieher than those for ordinary life policies. • 
The limited payment, life policy, like the ordinary life 
policy, builds up a cash surrender value. Loans from 
the insurance company may be obtained, the amount 
of which is limited by the cash reserve which is built 
up over time. 

(b) Ternz Insurance. 
A term insurance  polie)'  is issued by a company, 

not for the whole life of the insured person, but for a 
limited number of years, or term. If the insured dies 
at any time within the term covered by the policy, the 
principal is paid to the beneficiary. This type of insur-
ance does not have a cash surrender value nor can 
loans be obtained from the insurance company in 
connection with the policy. At the end of the term 
of years covered by the policy, if the insured is still 
alive he gets nothing back. Similarly, if the policy-
helder terminates the policy before the term is up, he 
gets no money back. In other words, the principle 
behind term insurance is similar to that behind fire 
insurance, on which you would never expect a cash 
return or a loan.  
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Sonie companies issue term insurance policies 
which are renewable. That is, thcy can be renewed 
for a further term without medical examination although 
the premiums are higher than in the original policy. 
Terni policies are aIso available which are convertible. 
That is to say, within a certain limited number of 
years they can be converted into some form of straight 
life insurance. 

The great advantage of term insurance is that 
the premium is lower than on either limited payment 
life policies, ordinary life policies, or endowment  poli-
des  tak.en out at the sanie age and for the same prin-
cipal. The disadvantage is that because the tern policy 
is in force for only a certain number of years, the 
policyholder needing the protection of insuraace for a 
further period will have to get a new policy at a higher 
rate. The policyholder also runs the risk that he may 
not be insurable when  hi  s old terni policy expires. 

Term insurance is a useful form of protection to 
a young man who is establishing his business and 
building up his estate. 

Decreasing term insurance is also given by a 
company for a limited nmnber of years, but the prin-
cipal for which the policyholder is insured decreases 
with tinte. That is to say, if the policy is for $20,000, 
and if the policyholder  dies  • within the first year, his 
beneficiaries receive the full $20,000. But if he died 
during the second year of the policy, the beneficiaries 
receive less than $20,000, and if he died in the third 
year, still less. Towards the latter part of the life of 
the policy the amounts received by the beneficiaries in 
the event of the death of the policyholder gradually 
approach zero. This type of insurance gives a decreas-
ing amount of protection in return for a stable pre-
mium. 

95283-10 
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Decreasing  tenu  insurance is useful in covering a 
risk which decreases throlinh time. For example, if 
you Inrne a mortgaige on your business premises and 
pay it off gradually over a 20-year period, the unpaid 
amount of your mortgage debt gradually declines, 
until at the end of 20 years, it equals zero. To cover 
this debt in the event of your death, you do not need 
to l..‘e insured for a fixed sum: a declining sum is all 
tisnt your estete would require. Hence decreasing term 
insurance used to cover this type of situation is some-
times referred to as "mortgage insurance". 

The great advantage of decreasing term insure.nce 
lies in the very low premium, lower than on arty ot'ner 
type cf life insurance. The chief disadvantage lies in 
the dectaulsing protection provided for the constant 
premium. It is, in other words, insurance which is 
increasingly costly as time passes. The other disad-
vantages are similar to those characteristic of term 
insurance (discussed in this chapter). 

(c) Endowment Insurance 
You will recall that the straight life insurance 

policy actually combines two functions, protection 
anairst premature death and a savings function. An 
endowment policy combines protection against prema-
ture death with an accelerated savings function. In the 
endowment policy, provision is made for the payment 
of a sum of money at the retirement of the insured 
person or at the end of the endowment period. The 
endowment policy has a cash surrender' value prior to 
maturity and this surrender value is higher than in 
straight life policies. The loan value is also higher. 
Because the endowment policy ef • ',hies a protection 
feature svith an accelerated savings feature, the pre-
mium on it is the highest of all types of life insurance 
issued at the same age for the sanie principal.  
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Disabi lity Insurance 
Suppose that an important employee is disabled 

to the point of being completely incapable of perform-
ing his duties. This can cause. severe economic loss 
to your business. Had the employee died, life insurance 
would have covered the loss. However, to cover the 
case of disability, accident and health insurance is 
avaihible. 

b'ie!nhi ty and Surety rInne1ing, •  
Fidelity and surety bonds are important to the 

businc:isman because tbe.y guarantee fi nancially the 
reliability of human beings in business relationships. 
Fidelity and surety bonds differ from other types of 
insurance in that three, not two, parties are involved; 
the principal, or bonded party, who promises to fulfil 
certain obligations; the beneficiary, or insnred person, 
who requires the bond; and the surety, or insuring 
comp.any, which reimburses the beneficiary if the 
principal defauts on his promise. Some of the chief 
types are as follows: 

Fidelity Bonds—These protect the busines-sman 
against loss by dishonest or fraudulent acts of em-
ployees. Fidelity bonds serve to deter employees who 
are tempted to dishonesty, and if dishonest acts occur, 
enable the businessman to recover his loss. 

Surety Bonds—These guarantee the performance 
of an obligation or contract. If the bonded person fails 
to fulfil his obligation, the insurance company reim-
burses the beneficiary. Then' are several types of 
surety bonds, a few of which  ne  described below. 

(a) Bid and contract bonds guarantee thn satisfac-
tory fulfilment of contracts such as .. .ose for 
constructing buildings, roads, bridges, etc., according 
to specifications. 

55283-10i 
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(b) Supply  contract bonds guarantee that goods 
supplied on contract will meet the terms and specifica-
tions of the contract. 

(c) Licence and permit bonds are sometimes 
required by provincial or local governments to ensure 
compliance with laws or regulations governing the 
particular activity which is being licensed. 

Fa..p.t.rance: General Considerations 

A great many types of insurance have been 
sc• above. It is unlikely that you \vill need all 

listed or that you would be able to afford 
111,21a. • ven if you needed them. As any type of 
insurance costs money, and as the capital of a small 
businessman is usually limited, choosing the types of 
insurance which are of greatest importance to your 

usiness is a matter requiring good judgment. The 
types you need will be dictated by the character of 
your business or by the stage to which it has 
developed. 

For example, if you are the sole proprietor of your 
business and have no employees, you will not need 
fidelity bonds to cover employees. Similarly, if you are 
renting the building in ,.vhich your business is located; 
you will not need  terni  insurance to cover a mortgage 
on a building. 

Careful planning of insurance is necessary to the 
success of a business. Adequate insurance coverage 
will lessen the risk of business failure, take a load of 
worry off your mind, and release your energy for use 
in other aspects of your enterprise. Consult reputable 
agents and put first things first in choosing the types 
of policy you need.  

4 10 Government Law  --d 

Canadian business is subject to various types of 
regulation by federal, provincial and municipal govern-
ments. Since such legislation and regulation is drawn 
up in precise legal terms, and since it cannot be sim-
plified without giving rise to false impressions or mis-
interpretation, this chapter will be more difficult to 
read  than  preceding chapters. 

Some regulations affect a largér segment of the 
business community than others, and some aspects of 
government regulation arc more important in their 
application than others. In this tcxt it is impossible to 
give equal prominence to all points that may be of 
interest. Treatment is confined mainly to those matters 
of far-reaching importance. The section 'Financial 
ft./ratters' is concerned with income tax, sales tax, 
customs ditties, unernployme,nt insurance, and work-
men's compensation. The following section deals with 
'Standards' and gives greater prominence to regula-
tions in respect of building construction, food and 
drugs, and electrical appliances, than to grading and 
regulatory provisions a. ffecting particular lines of 
business enterprise. "Property Rig,hts" concerns itself 
with patents, industrial designs, copyright and trade 
marks. The material on 'Labour Regulation' is con-
fined to the points, of most interest since labour 
regulation is  main!:, 	provincial matter and there are 
many differences 	he law betv.-een areas. The 
following section 	f.),. with "Pricing and Competi- 
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tion' is included as background information, since 

may have a bearing on the  policies 

e:.-sed by a businessman. 
Many of the federal government organizations 

enioned in this chapter have regional offices. A full 
of these is not possible, but the Industrial Pro- 

•. efon Division of the Department of Industry, Ottawa, 
you to the peininent source of information 

H- 	•o. Similarly, the list of provincial industrial 

dc-,n:n,noen.t offices 2iven in Appendix A may be used 

for the. nddress of a contact in each province. If your 

inquiry may be more p.roperly handled elsewhere in 

provincial eovcriament, the Industrial Promoti6n 

Gice V1il  direct you to the proper source. 

i Ma tters 

FEDERAL INCOME TAX 
Doth the federal and provincial governments have 

power to levy income taxes in Canada. In the years 

preceding 1962, agreements existed between the federal 

gyve-ran-lent and eight of the provinces under which 

in return for compensation from the federal government 
the provinces refrained from imposing income taxes. 
During this period the Province of Ontario imposed 

its own corporation income tax  and the Province of 

Quebec imposed an income tax on both individuals 

and corporations. During this period the federal income 
tax was abated by stipulated amounts in those prov-
inces which imposed their own income taxes. 'thus 

in 1961 the federal rate on corporate taxable income 

v.nis reduced nine percentage points for taxable income 

earned in Ontario, and 10 percentage points for taxable 

income earned in Quebec. The federal personal income 

tax enherwise payable on income of residents of Que- 

bec was reduced by 13 per cent. 

Commencing in 1962 personal and corporation 
income taxes were imposed by both the federal and 
provincial governments. As part of the new arrange-
ments the Federal Government provided a scaled re-
duction of its personal income tax, starting at 16 per 
cent for 1962 and increasing to 28 per Cent in 1967, 
with the exception of Quebec, the abatement for which 
in 1967 and 1968 is 50 per cent. 

In March, 1968, Parliament passed a bill, (retro-
active to Januarj, 1963), providing for a surtax of 3 
per cent on personal and corporate income tax. 

The federal tax on income of corporaions is also 
reduced by 10 percentar points in all provinces. 
Although ail the provinces iiiipDSed provincial income 
taxes starting in 1962, the provincial personal income 
taxes in al.1 the provinces except Quebec are collected, 
by the Federal Government along with the federal 
income tax. A similar arrangement has been made for 
the provincial corporation income  taxes  in  ail the 
provinces except Ontario and Quebec. 

PEDERAL PERSONAL INCOME. TAX 

If you are the sole owner of your business, the 
salary and profits you earn in your business constitute 
your personal income and are taxable, as such. In 
estimating the profits of your business you are allow-cd 
to deduct from the value of your net sales any expense 
incurred for the purpose of earning this income. You 
are not allowed to charge off as current expenses the 
cost of the buildings and equipment you have perchas-
cd;  rather you must write them off  over the estimated 

. life of the property. That is to say, it is only the annual 
depreciation of such buildings and equipment, cal-
cuated at prescribed rates, which you may deduct 
from your net sales to arrive at your profit figure. You 
must pay income tax on the profits of the business 



• 	• 
140 

whether you actually withdraw them for your personal 
use or whether you leave all or any part of them 
invested in the business. You must keep books and 
records showing-  all your sales and expenses and 
produce  tuera for the proper authorities on demand. 

If you have income from other sources, the 
amounts you receive from these other sources are 
inelud'ed in your personal income and you must pay 
I2X on them as well aS on the income you derive from 
you • buçiness. For example, you must report and pay 
tases on any invcnnment income you receive; that is, 
dividends on shares of stock or interest on bonds Or 
heel.: deposits. Tel 5hort, you must pay income tax on 
your income frcmt ALL sources. 

If less than three quarters of your income is de-
rived from salary reecived from another person, you 
must estimate your income for the entire year, cal-
caleied the tax which would be payable on this 
estimated income, and pay this tax in quarterly instal-
ments in March, June, September and December. The 
calculation of your business income does not have 
to be made for a calendar year. If you find sonie other 
fiscal period, for example, June 1st of one year to 
May 31st of the following year, more suitable to your 
business, you may use it as the basis for the computa-
tion of your income  from  your business. However, you 
must file your return for each year by April 30th of 
the following year. This return must cover your non-
business incorne for the previous calendar year as well 
as the income from your business for the 12-month 
fiscal period of the business which ended in the pre-
vious calendar year. 

Because of the detailed accounting procedures 
involved, it is preferable to have a competent and 
experienced acountant prepare your income tax 
returns.  
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INCOME TAX ON PARTNERsHiPs 
All that has been said above in connection with 

the individually  owned enterprise applies Co a partner-
ship. Each partner is taxed on his salary and on his 
share or the profits of the business, rt•.gardless of 
whether such profits are withdrawn from the business 
or not. The salary and profits which a partner receives 
from the firm constitute his personal income and are 
taxed as such, there being no income tax on the 
partnership as such. 

FEDERAL CORPORATE INCOME TAX 
The corporate income tax is levied on profits after 

expenses have been deducted and before dividends have 
been paid out. 'the  return must be filed ‘vithin six 
months of the end of the corporation's fiscal period. The 
tax must be paid in monthly instalments over a period 
beginning with the third month of the corporation's 
fiscal year and continuing two months after the end of 
the fiscal period. The rate (1967) is eight per cent of 
the profits up to $35,000 and 37 per cent on profits 
in excess of $35,000. In addition, all corporations are 
required to pay a tax of three ,per cent of  taxable  
income under the provisions of the Old Age Security 
Act. 

Income Tax rates and collection periods are sub-
ject to frequent revision. The District Taxation Office 
will provide  yu  with information about current re-
quirements. 

Where two or more coPoorations are associated 
with each other, only one of them is entitled to the 
lower rate on the first $35,000 of income, or the 
$35,000 may be divided amongst them by agreement. 

When dividends are distributed to individual 
shareholders who are residents of Canada, the amount 
so paid becomes subject to personal income tax at 
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retes if the total income earned by die in.- 
d;e:dual i  snbject to  ta  x under the Income Tax Act. 
As a. measure of relief from such double taxation, 
however, shareholders are entitled to a credit against 
tlec peronal income  tax payable of an amount equal 
to 20 per cent of the dividends received from taxable 
Canadian corporations, Personal income tax on div-
idends may be further alleviated under certain circum-
stances. A Canadian company may be able to pay a 
15 per cent tax on part of its "undistributed income" 
(es detined in the Income Tax Act) end thereafter 
disiribute it by way of stock dividends, upon winding 
up or upon •eduction of capital, without the share-
holder being liable to a further tax. In many such cases, 

stocr. divi-dend has been issued in the forrn of redeem- 
preferrz.'d shnres. Tile subsequent redemption of 
,.liares does not render the shareholders liable to 

perseeril income tax on the amount received. 

FEDERAL, INCOME TAX ON CO-OPERATIVES 

Ne,.viy organized co-operatives are exempt from 
tzxation for the first three years of their existence 
provided that they comply with certain requirements 
\vhich are designed to ensure their being genuine co-
operatives. 

In order to arrive at the figure for taxable incôme, 
co-operatives and other corporations may deduct from 
their earnings the amount of patronage dividends paid 
out. (Sirice only co-operatives make a practice of 
payin.(z patronage dividends, this provision in practice 
\rill affect co-operatives only.) There are two limits on 
the total amount of patronage dividends which may be 
deducted for income tax purposes. Firstly, the co-
operative may not deduct more than the proportion of 
its income which has been earned from the business 
it has  donc  with its members, plus all patronage  
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dividends paid to non-ilternbers. Secondly, the co-
operative may not, by the payment of patronage 
dividends, reduce its income below three per cent of 
the capital employed. 

DEDUCTIONS AT THE SOURCE: EMPLOYEES' INCOME 
TAX 

All employers arc responsible for the deduction 
of income tax from the pay of their employees. You 
can obtain information on returns, exemptions, and 
procedure generally, from your District Taxation Office. 

PROVINCIAL INCOME TAXES 
QUEBEC 

The Province of Quebec levies both a personal 
and a corporate income tax. Residents of the Province 
of Quebec are liable to provincial personal income 
tax on their income from all sources; non-residents of 
the province who are employed or carrying on business 
in the province are liable for tax on that portion of 
their income earned in the province. The Quebec Act 
is patterned after the Federal Income Tax Act. 

Corporations which maintain a permanent estab-
lishment, or carry on business in the Province of 
Quebec, are liable to provincial income tax at the 
rate (in 1967) of 12 per cent of taxable income 
attributable to operations in the province. Taxable 
income is determined along the lines followed in 
arriving at federal taxable income. Corporations in 
Quebec are also subject to a number of special taxes. 
These include a tax on paid up capital and on places 
of business. 

Information on Quebec rates, returns, etc., can 
be obtained from a district taxation office, Revenue 
Branch, Department of Finance, Province of Quebec. 
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ONTARIO 
The Province of Ontario has levied a corporation 

income tax in recent years, and commencing in 1967, 
it levied a personal income tax. The personal income 
tax is  l percentaae of the federal personal income tax 
and is collected by the Federal Government. 

Corporations which maintain a permanent es-
ul.-, lishment in the Province of Ontario are liable 
for a provincial corporation income tax at the rate (in 
1'267) of 12 pe,r cent of taxable income attributable 

cp -crations in the province. Taxable income is 
d•.ncrtnincd a long the lines followed in arriving at 
federal taxable incom.e. Corporations in Ontario are 

subjact to a number of special taxes. These taxes 
inclade taxes on paid-up capital and places of 

'easi;iess are payable only if they exceed the provincial 
corporation income tax. 
OTHER PROVINCES 

All provinces levy their own personal and cor-
poration income taxes in 1967. In all provinces except 
Quebec the personal income tax constitutes a percent-
aec of federal income tax and is collected by the 
Federal Government along with the federal tax. The 
Provinces of Saskatchean and Manitoba levy a 
'personal income tax for 1967 at a rate equal to 33 per 
cent of the federal tax. The other provinces impose a 
rate for 1967 of 28 per cent of the federal tax. The 
Provinces of Saskatchewan, Manitoba and Newfound-
land impose a provincial corporation income tax of 11 
per cent for 1967. The other five provinces have levied 
a rate of 10 per cent on corporations for 1967. 

SALES AND EXCISE TAXES 
FEDERAL SALES TAX 

Because the rates and schedules of taxable goods 
and exemptions under the Excise Tax Act may change  
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from tinte to time, readers are advised to watch care-
fully for announcement of any changes. Information 
of any such changes rnay be obtained from the address 
given later in the chapter. 

13y authority of the Excise Tax Act as administered 
by the Department of National Revenue, a sales tax 
of 12 per cent is imposed on the sale price of all goods 
manufactured or produced in Canada and on the 
customs duty paid value of all  goods imported into 
Canada except certain g,00ds which are exempted by 
the Statute from the application of the tax. These 
goods include purchases by provincial governments, 
goods exported from Canada and goods listed in 
Schedule III of the Excise Tax Act. On goods manu-
factured or produced in Canada, the tax is applicable 
at the time the goods arc delivered by the manufac-
turer or producer to a purchaser; on goods imported, 
the tax is applicable at the time of entry for constunp-
tion in Canada. 

The list of items exempt from sales tax includes 
practically all foodstuffs and certain implements used 
in the primary industries of fishing and farming. Since 
January 1, 1965, building materials and production 
machinery and apparatus for which Schedule III of 
the Excise Tax Act provided sales tax exemption prior 
to June 14, 1963, have been subject to a rate of 11 
per cent federal sales tax (the full rate prior to 
January 1, 1967). i!e building materials listed in 
Schedule III were  nt  included in the 1 per cent 
increase in the federal sales tax effective January 
1, 1967, and therefore continue to be taxable at the 
11 per cent rate. L ikewise, machinery and apparatus 
used directly in the manufacture or production of 
goods were not included in the increase. In addition, 
effective April 1, 1967, the rate of tax on such ma-
chinery and apparatus '.vas reduced to 6 per cent and 
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oa June 2, 1967 it was reduced to zero. In addition, 
the 'Minister of National Revenue may exempt from 
payment of sales tax any class of small manufacturer 
selling his product exclusively by retail. 

Generally speaking, the tax applies once only-
on the sales by the final manufacturer. Manufacturers 
or producers are permitted to purchase articles and 
materials, i.e. partly manufactured goods, free of sales 
tax, if the.y are to become part of the taxable article 
hmg nunufactured or produced. The sales tax then 
epplies  on the sale price of the completely manu-
ftctured article. For example, a licensed abbatoir 
pr..1ducing, hides is permitted to sell them free of sales 
tax to a license:I tanner, th c  tanner after tanning them 
is permitfcci to sell the leather free of Sales tax to a 
license.d shoe manufacturer; the shoe manufacturer 
ac.c.-ums for and remits the sales tax at the rate  of 12 
per cent on the sale of the finished shoes. 

If you are a manufacturer or producer of goods 
subject to sales tax, you are required to obtain a sales 
tax licence and must quote your licence number in 
order to purchase or import components or materials 
Cu  a tax-free basis. 

There may be some occasions where the final 
manufacturer is not required to pay the tax as it is 
paid by a subsequent party. For example, he may sell 
to a wholesaler who has been granted a wholesaler's 
sales tax licence under the provisions of the Excise 
Tax Act. The basic principle in paying sales tax is 
that the amount becomes payable at the time of deliv-
ery or passing of title to the first party who is not 
entitled to exemption in the chain of production and 
distribution. In some cases, wholesalers and jobbers 
are granted a wholesaler's sales tax licence which 
permits them to purchase or import goods without 
payment of sales tax until they sell the goods. How- 
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ever, in order to obtain a licence, they must comply 
with certain conditions regarding their volume of tax-
exempt sales and furnish security as required by the 
Excise Tax Act. Where goods are purchased by a 
licence(' wholesaler, sales tax free, at tinte of purchase 
or importation,  lie  then becomes liable for payment of 
the tax when he, in turn, sells the goods to the next 
person in the chain of distribution unless his sale is 
under tax-exempt conditions. 

As a licensed manufacturer or 'roducer, whole-
saler or jobber, you must remit tlar amount of your 
;ales tax by way of a monthly mum. Your books and 
records of account are subject to audit by depart-
mental auditors. You are required to pay any under-
paymi.nits of tax which may be diselosed, plus interest 
re:alit:es on any such under-payments, or on late 
retUrns. 

It is with the District Director, Excise Tax Col-
lections, in the area where your place of business is 
located, that you  file  returns and to whom you make 
remittance of the tax shown on those returns, for 
transmission to the headquarters of the Department at 
Ottawa. 

Since the sales tax is levied, accounted for, and 
paid by the manufacturer, the retailer is not concerned 
with making up returns or paying sales tax, unless, of 
course, he is held to be the manufacturer or producer 
of the goods. The tax, however, is often passed on to 
the retailer in whole or in part in the form of a higher 
price, or as an actual charge on the invoice to him, 
and he generally makes some similar attempt to pass it 
on to his customers. 

EXCISE TAXES 
In addition a, federal sales tax, certain specified 

goods are also subject to 	excise 	whether 
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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, docks, 
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 taxes. 
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. 

PROVINCIAL 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 strictly retail sales taxes. Retail 
sales are defined as sales to consumers or users for  

purposes of consumption or use, not for resale. Each 
of the nine require vendors to obtain licence or registra-
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 position 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 records to 
show taxable and non-taxable sales, purchases, goods 
taken from stock for personal use, and tax collected. 
Complete information can be obtained from a District -- 

 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 collection 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 
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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 Tariff 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 British Preferential Tariff nor the ivlost-
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. 7+ 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 which 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 whom 
the vendor deals at arm's length and who 
are at the same or substantially the saine 
trade level as the importer, and 	' 

(b) in the same or substantially the  saine  
quantities for home consumption in the 
ordinary course of trade under competitive 
conditions.- 

A number of clarifying rules are set out in subsections 
(2) and (3) of Section 36 which are to be used in 
applying subsection (1) as indicated above. Conting-
encies of distribution prevailing in the exporter's do-
mestic market such as quantity differentials, 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, provides the, 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), (c) and (d) provide that, the 
value for duty of goods imported for assembling, 
packaging or further manufacture, used or obsolete 
goods, remnants, close-outs, discontinued or surplus 
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goods, job lots, leased but not 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 rnay 
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 a 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 any thne by 
the Governor in Council 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 shiprnent from the country of 
export , the value for duty shall be such selling price 
less the amount, if any, 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  

section are the conditions under which discounts are 
deductible 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 under 
sections 36 and 40A does not include 
(a) the amount of any subsidy or drawback 

of Customs duty that has been allowed by 
the Government of any other country, or 

(b) 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 importer, 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 Customs 

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-
tion can be obtained 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 apprentices'nip 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 ernployees. You should make 
sure that all your employees are insured unless the'ir 
employment is definitely non-insurable. If you are in 
doubt, write to the local office of the Unemployment 
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 local 
office, completing it, and returning it immediately to 
the local office. Shoulci 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 a 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 
with large 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 for non-compliance with this 
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 

 book, 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. 

If you cannot esta.blish your employee's Social" 
Insurance Number from the insurance book and the 
employee cannot produee his Social Insurance Number 
Card, have him complete and sign a second Applica-
tion for Social Insurance Number and forward it to the 
Commission's local office immediately. You will then-
receive an insurance book for your employee. You 



• 

F 

156 

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. . 

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-
holding insurance books from your employees, regard-
less of the reason for your releasing them from employ-
ment. 

If your employee dies, or leaves without your 
knowledge of bis  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 renewal 
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 Commission, 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 an occupational disease 
covered by the Acts. 

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 Corn:- 
pensation Board of the province in question. 

The provincial Workmen's Compensation Acts 
vary in scope, but in general 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 Kets. Establishments in 
certain industries employing less than a specified num- - 
ber of employees are also normally excluded. - 

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._ 

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 
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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 k 

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  bis 

 employees. 

Contributions 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 thé 
Canada Pension 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 Pension Plan,. Department of National Health 
and Welfare in the province of residence. 

Standards 
• ; 

BUILDING STANDARDS 
Local authorities usually make some attempt to 

regulate 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 muni-
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 
effluent will comply with established tolerances. Where 
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wastes are being dischar2ed into municipal sewage 
systems, responsibility rests with local officials and 
they should be consulted where the dischar2e 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 provincial 
authorities has been obtnined. - 

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 Electrical 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 consider 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, etc. 

Some development work has been done in con: 
nection with commodity standards and this work can 
be expected to increase. The first major project which 
has been finalized covers a standardized sizing system 
for clothing wom 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 
electrical 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 MEASURES--ELECTRICITY 
AND GAS 

The Standards Branch of the Department of Trade 
and Commerce, Ottawa, is responsible for approval 
before use, and field inspection after approval, of com-
mercial weighing and measurizg 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 	 six or eight years, 

as specified in the Electricity and Gas Regu-
tions 

Gas meters 	 six years 
Rejected devices are either scrapped or repaired, and 
resealed for use. 

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. 

. 	• 

PRECIOUS METALS 
The Standards Branch of the Department of 

Trade and Commerce, Ottawa, is also responsible for 
the administration of the Precious Metals Marking , 
Act, the legislation defining the markings which mhy be 
used to indicate the metallic content of articles. Under-  - 
this legislation, certain definite qualities of fineness are 
established for  • gold, silver, platinum and palladium,.  
and inspectidn 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 ,  Corporate Af- - 
fairs (or for which application for registration has 
been made), must be shown on articles composed of 
precious metals if the prescribed quality marks are - 
used. 

FOOD AND DRUGS 
The Food and Drugs Act, the Proprietary or 

*Patent Medicine Act and the Narcotic Control Act, 
adrninistered by the Food and Drug Directorate of the 
Department of National Health and Welfare, Ottawa, 
are vitally important to allmanufacturers and sellers 
of foods, drugs, comestics and therapeutic devices. 

The "Food and Drugs Act, 1953" was proclaimed 
on July 1st, 1954. This Act is similar to the previous 
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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, consists 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 reç_rulations .. In addition, there must not 
be deception in connection with packaging, 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 
licensing of persons dealing in them. These drugs are 
listed in Schedule G and comprise— 

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

The Act was further amended in December, 
1962, prohibiting the sale of drugs described in 
Schedule H., i.e., thalidomide and lysergic acid diethyl- 
amide. 

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 Division of the 
Food and Drug Directorate. _

• 

Regulations under the Food and Drugs Act estab-
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 contain 
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.. and these must be 
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- 
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ard under which they are to be judged is clearly indi-
cated. For proprietary preparations, the standard is 
that claimed by the manufacturer. 

LABELLING 
Food labels and drug labels must give certain 

pertinent information. In the case of a food product, 
the label must indicate: 

On the main panel: 
(a) 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, 
• easure or number; 

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

(d) a list of ingredients shown in descend-
ing order of the proportion present, 
for all foods thC consist of more than 
one ingredient, unless a standard is 
provided in the regulations or unless 
otherwise exempted. 

(e) when present, Class II, III and 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 and 
prominently displayed on the label and be readily dis-
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 manufacturer, 
(c) the net content, 	• 
(d) the complete list of medicinal ingredients, 
(e) the dosage, for potent drugs, 
(f) adequate directions for use, 	 • 

(g) a lot number for all products  for  internal 
use.. 

The common  naine  with re,ference to a food, and 
the common or proper name with referen.ce 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 
advertisementh unless the food or drug to which they 
refer provides a specified amount in a reasonable 
daily intake of them. 

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 
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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. 

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 done by 
registering the preparation under the Proprietary or 
Patent Medicine Act, in which case, instead of a 
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 fdr - reg,istration under this Act are reviewed by 
medical officers of the Department of National Health 
and Welfare. 

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. 

Finished products should always be checked to 
ensure that they comply with the Food and Drugs 
Act. Familiarity with the Regulations, both in respect 
of standards of quality and requirements for labelling, 
is essential. The provisions of this legislation apply 
to imported as well as domestic products and ship-
ments which are unsatisfactory may be refused entry 
at customs. 7  

The Inspection Services of the Food and Drug 
Directorate are available to give producers and retail-
ers the benefit of their experience  on  proposed labels 
and advertising, and on the provisions of the Act and 
in its interpretation. 

Enquiries for further information should be ad-
dressed to:  • 

The Director General, - - 
Food and Drug Directorate, 
Department of National Health & Welfare,•  
Ottawa, Canada. .-- 

GRADENG 
Grading reg,ulations are found mainly in legisla-

tion concerned with agricultural products. In this pax-
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 
Departments of Agriculture in order to obtain com-
plete information. 

Amongst the items required to be graded, depend-
ing upon origin and destination, are: beef, butter, 
cheese, chicks, eggs, fruit, honey, Iamb, dried skim 
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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, physicians 
and surgeons, plant nurseries, plumbers, prospecting, 
public garages, public halls, real estate brokers, refresh-
ment rooms, restaurants, retailing, miler skating rings, 
second-hand book dealers, second-hand shops, seed 
dealers, shoe repair shops, shoe shine parlours, shoot-
ing galleries, sign painters, slaughter houses, stockyards, 
street photographers, surveyors, swimming pools and 
baths, taxicabs, theatre's, tourist camps, transient con-
tractors, transient traders, trapping, veterinary surgeons, 
wholesaling. 

The manufacture or processing of a wide variety •- 
of items may also be subject to licence. Included are-
alcoholic beverages and products using alcohol, 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 products, minerals, pesticides, wood pro& 
ucts. 

Particular controls are also to be found in the 
fields of radio broadcasting, civil aviation, insurance, 
money-lending, motor vehicle operation, and railroad 
and water transport. 

Property Rights 	 - 
PATENTS - 

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 rulings of a court of competent jurisdiction, for a period of seventeen 
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milk., pork, and poultry. Other government 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 initially concerned with municipal by-laws. 
Where an industry, trade or occupation is not specifi-
cally mentioned in a municipal licensing by-law, it 
will usually be found that there is a blanket provision 
recuiring 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, corn-

_ 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, 
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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 comptilsory 
licence for the manufacture of the patented invention 
by someone else in Canada. 

If you have an invention you wish to patent, you 
should 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 
because the many details which must be attended to 
may be confusing to the average man. A patent's value 
dependg upnn 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 
will 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 applicati6n 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 application 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 assignments 
with the Patent Office. 

Further information can be obtained from:• 
The Commissioner of Patents, 	- 
Department of Consumer and Corporate 

Affairs, 
Ottawa, Canada. 

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 certificate 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. 

You can obtain full details on the registration of 
industrial designs in the Industrial Design and Union 
Label Act, a copy of which can be obtained by writing 
to: 

The Patent Office, 
Department of Consumer and Corporate 

Affairs, 
Ottawa, Canada. 

- 	1 
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COPYRIGHT 
In Canada, a copyright offers protection to 

original literary, dramatic, musical, 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 life of the author and fifty 
years  alter  his death. Copyrizht in such Works as re-
cords, discs, mechanical contrivances, and photographs 
is for a term of fifty years. Copyright may be assigned 
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 production whether you have 
registered it or not. Registration is evidence of owner-
shipof 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 Gopyright 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-
cation for registration of a mark based on proposed 
use in Canada; on use in Canada; on making known  
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in Canada, together with use in  •  the country of the 
Unionl; 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 registered 
user thereof. 	 • 

Further information and applications for registra-
tion may be obtained from: 

	

The Registrar of Trade Ma'rks, 	• 

Department of Consumer and Corporate 
Affairs, 	. _ 	• 	_ 

Ottawa, Canada. 

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 
employn-ient 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 estab lished 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 consequence of agreement between the n2ajority of 
the employers and employees. Such agreements have 
the force of law under the terms of provincial Industrial 
Standards Legislation. 

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.  

177 

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 or 
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 such 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 illegality is not the reasonableness 
dr 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 competi-• 
tion as one involving specific enforcement measures. 

In cases where the courts have found undue less-
ening of competition arising out of price-fixing agree-
ments, one or more of the following practices have 
been involved: 

(1) uniform and simultaneous price changes, 
(2) standardization of credit terms and other 

terms of sale, 
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standard cost and profit formula method of 
fixing prices, 
fictitious competitive tenders, 
-refusal to deal with anyone who will not 
accede to a combination, 
circulation of lists of parties or classes of 
people who are not to be dealt with or who 
are alone to be dealt with, 
purchasing or leasing of factories to hold 
them idle. 

This list should not be considered as all-inclusive; 
it simply enumerates some of the practices condemned 
bsy-  the cc:inns in price fixing agreements as buttressing 
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  
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have harmful effects on the volume of expôrt 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-  bé 
operated to the detriment or against the interest of 
the public. 

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 
resale 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 
because 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 
a profit thereon but for purposes of advertising" or 
"not for the purpose of selling such articles at a 
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profit 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 expect." from 
the merchant. 

PRICE DISCRIrvIINATION AND PREDATORY 
PRICING PRACTICES 

Section 33A of the Combines Investigation Act 
( \vhich derives from section 412 of the Ciiminal Code) 
provides  That  a supplier rnay not make a practice of 
discriminating arnong 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 adve rtising 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. 

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 articles have 
been, will be or are ordinarily sold. 

Up-to-date office consolidations of the Combines • 
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 Marks and Unfair Compe-, 

tition Act states that: 
"No person shall 
(a) make a false or misleading statement tend-

ing to discredit the business, wares or serv-
ices of a competitor; 	 •  

(b) direct public 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 business of an-
other; 
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.  mislead the 
public as to 
(i) the character, quality, quantity or 

composition, 
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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 contrary to honest industrial or 
commercial usage in Canada." 

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

"306. (1) Everyone i.vho publishes or causes to 
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 hn-
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 or 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." 

Bankruptq'i and Insolvency 

Meaning of the Terms 
-Under the Bankruptcy Act, the term "insolvent 

person" means a person 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 dollars; and (1) who is for 
any reason unable to meet his obligations as they 
generally become due; or (2) who has ceased paying 
his current obligations in the ordinary course of 
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 
assignment with the official receiver in his locality or a receiving order has been made following the-filing of a petition in court. 

Causes of Bankruptcy 

Actually, a study of the causes of bankruptcy 
would amount to a study of all the faults of business 
management. All we can do here is to indicate some 
of the major errors which should be avoided. 

96283-13i 
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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 
extended 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 
payments on it. The same is true of buying merchan-
dise on credit. Asking for and receiving zoo 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 overexpansion is the 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 inadvisable. See 
to it that your capital is ample for your ent'erprise, 
and further, that 3,7ou 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 thernselves 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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receivable, general ledger, and balance sheet. In addi-
tion, the proprietor should draw up monthly state-
ments showing the exact state of his business. 

Sometimes new store owners make the error of 
not 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 seem 
to be good business because it gives a proprietor an 
immediate selling advantage over his competitors, it 
will be found 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 addinz.expense and profit margin to invoice prices. 
Expenses should 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 margin 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 dealing 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, durin g  which period trade is lost and 
customers form the habit of going 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 bad store loca-
tion 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 business is running at a 

loss, that your 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 until 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 banlcruptcy 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 regulations of the Bankruptcy Act. 

If you are in serious difficulties you should be 
, warned against making false representations as to the 

value of your assets in order to obtain credit, giving  

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. 

Procedure 
• 

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 becoming a bankrupt, 
file 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, provided 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. The latter 
are acts indica.ting 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, defraud, or delay 
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 order has 
been filed in the court, a date is set for the hearing of 
the petition. At this hearing, you have an opportunity 
to dispute the statements made in the petition. In 
certain  cases,  if it is shown to be necessary for the 
protection of the estate, the court rnay appoint an 
interim receiver pending the hearing of the petition. 
Tile court may either dismiss the petition or it may 
make a recei -ving order against you, thus making you 
a bankrupt. In the latter case, a trustee is appointed 
at once to take possession of all your property. 

A debtor's property under the At comprises all 
propei-ty 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 property 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 to 
appoint inspectors. The duties of the inspectors are: 
to give directions to the trustee; to satisfy themselves 
that all  your property has been duly accounted for; and 
to determine whether or not the expenses incurred are  
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proper and the fees just and rea.sonable 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 ho‘v 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 filially to the court for the "passing"  •  
of the accounts. They are then issued to the creditors 
together with the trustee's notice of his intention to 
declare a dividend and later apply for his discharge  as 

 In due course, the trustee applies for his dis- 
charge. 

The making of a receiving order against or the 
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 banlcrupt 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 duties will include submit-
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 brankrupes duties under the Act; fraud- 
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ulentiy disposing of property; concealing, destroying or 
falsifying books or documents relating to your business; 
refusing to answer fully and truthfully any question put 
to you at any examination; and obtaining credit or 
property by false representation after or within twelve 
months preceding your bankruptcy. 

12 Dominion Bureau. of Statistics 

The Dominion Bureau of Statistics is an agency 
of the Federal Gove rnment charged under the Statistics 
Act of 1918 with the responsibility of compiling, co-
ordinating and improving statistics in Canada. Under 
the Act, the function of D.B.S. is defined 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: taking an annual 
Census of Industry covering all establishments engaged 
in milling, 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 quarterly, 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. 
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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 relatively 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, the 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 connection for other firms in his industry. 
Furthermore, to make these cos t.  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 also 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.  
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Merchandising 	
. _ 

• 
If a small retail business is being contemplated, - 

the prospective operator, no doubt, knows something 
about both the business and the location in which he 
intends to operate. Information is available from 
D.B.S., however, which might well assist him in his 
decision. Special census reports on population and 
housing by census tracts (small economic areas in the 
twelve larttest cities) furnish information on racial 
origin, religion, sex and age groups, housing, and class 
of worker, which can be vital to the succes-s of certain 
classes 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. 

Special D.B.S. studies of retail store operations 
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 each of twenty 
retail trade classifications, the rate of stock 'turnover, 
the ratio to net sales of some twelve items of expense, 
the ratio of sales or profit to capital investment, etc., 
all of which are effective tools in business management. 
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 chain stores 
and by independent stores. Somewhat similar current 
statistics are available for wholesale trade. 

The operator of a new enterprise might well con-
sider some such external comparisons with his business 
experience. A request for statistics pertinent to his 
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business or for a list of tb.osc statistics which are 
available should simply bc•add..-cssed to the Dominion 
Bt\reau of Statistics, Ottawa, There is a nominal charge - 
for most D.B.S. reports to cover printing 'costs. - 

]PROVINCIAL 
INDUSTRIAL DE VELOPME'NT DEPA RTMENTS 

Department of Industrial Developmmit, 
Trade and Commerce, 

Province of British Columbia, 
Victoria, British Columbia. 

Department of Industry and Deve.loK,rt, 
Province of Alberta, 

- Edmonton, Alberta. 
Department of Industry and C0/331„ 

Province of Saskatchewan, 
Regina, Saskatchewan. 

Department of Industry and Commr.~..„, 
Province of Manitoba, 

Winnipeg,  Manitoba. 
Department of Economics and  

Province of Ontario, 
Toronto, Ontario. 

Department of Industry and Corm4  
Province of Quebec, 

Quebec City, Quebec. 
Department of Economic Growth, 

Province of New Brunswick, 
Fredericton, New Brunswick. 

Department of Trade and Industty, 
Province of Nova Scotia, 

Halifax, Nova Scotia. 

Appendix A 
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Department of industrial and Natural Resources, 
Province of Prince Edward Island, - 
Charlottetown, Prince Edward Island. 

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

• „ O  

NATIONAL RESEARCH COUNCIL 
Technical Information Service 

s  Representatives 
BRITISH COLUMBIA 	B.C. Research Council, 

University of British • 
Columbia, 

Vancouver, B.C. 
Researn Council of„ -  

Alberta, • 
134-8th Avenue, S.E., 
Calgary, Alta: 
	National Research Council, 

701 General Post Office 
Bldg., 

266 Graham Avenue, - 
Winnipeg, Man. - . - 

ONTARIO 	 Ontarib Research 
• . Foundation, - 

43 Queens Park- , 
• Crescent E., 	• 

Toronto, Ont. 
QUEBEC 	 National Research Council, 

3420 Wilson Avenue, " 
Montreal, P.Q. 

NEW BRUNSWICK 
and PRINCE EDWARD 
ISLAND 	 New Brunswick Research 

and Productivity Council 
Box 1236, 
Fredericton, N.B. 

96283-14 

ALBERTA 

MANITOBA 
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	Nova Scotia Research 
Foundation, 

Box 1023, 
Halifax, Nova Scotia. 
National Research Council, 
Sussex Drive, 
Ottawa, Ontario. 
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NOVA SCOTIA and 
NEWFOUNDLAND 

OTTAWA 
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Appendix C • 

INDUSTRIAL DEVELOPMENT BANK_ 

The addresses of the various offices of the Indus-
trial Development Bank are: 

ST. JOHN'S Nfld. -85 Elizabeth Avenue. 
Telephone: 726-1323 

Province of Newfoundland. _. 

HALIFAX, N.S. 1583 Hollis Street. 
Telephone: 429-8600 

Province of Nova Scotia. 

SAINT JOHN, N.B. 75 Prince William Street. 
Telephone: 693-2595 

Province of New Brunswick, except those 
counties served by the Moncton office. 

RIMOUSKI, P.Q. 143 St. Germain Street. — 
 Telephone: 724-4461 

Counties of Riviere-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-Jean-
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. 

96283-14k 
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TROIS-RIVIE_RES, P.Q. 550 Bonaventure Street. 
Telephone 375-1621 

Counties of l\,laskinonge, St. Maurice, Champ-
lain, Y amask a, Nicolet, Drummond and 
Arthabaska. 

MONCTON, 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. - 

MONTREAL (SOUTH) 
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, 
\Vestmount, 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 counties of Brome, 
Compton, Frontenac, Richmond, Sheeford• 
Sherbooke, Stansteade and Wolfe.  
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OTTAWA, Ont. 350 King 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 all counties 
eastward. 

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

Metropolitan Toronto. -  

- MID-ONTARIO 	 - 
Toronto, Ont.  •  250 University Avenue. 
Telephone: 368-1145 

Southern and Central parts of Ontario—the 
counties of Durham, Haliburton, Hastings, 
Lennox and Addington, Northumberland, 
Ontario Peel, Peterborough, Prince Edward, 
Simcoe, Victoria and York (excluding Metro-
politan Toronto); and the district of Muskoka. 

HAMILTON, Ont. 20 Hughson Street, South. 	. 
Tele phone : 528-0471 

Hamilton-Niagara Peninsula—the counties of 
Brant, Haldimand, Halton, Lincoln, Norfolk, 
Welland, and Wentworth. 

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

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

LONDON, Ont. 291 Dundas Street. 
Telephone : 438-8363 

Counties of Elgin, Huron, Lambton, Middle-
sex, Oxford, and Perth. 



EDMONTON, Alta. 601 Chancery Hall. 	 • 

Telephone: 424-4926 
Northern Alberta (from and including Town-
ship 41), and the Northwest Territories. 

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

Eastern British Columbia from Provincial 
Higlway No. 5 to the Alberta border. 

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

Central and northern British Columbia (north 
of Cache Creek) and the Yukon Territory. - 

VANCOUVER, B.C. 900 West Hastings Street. 
Telephone: 681-7484 

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

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

Vancouver Island. 
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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, Manitoulin, 
Nipissing, Parry Sound, Sudbury, and Timis-
kaming. 
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L AKEHEAD 
F3rt William, Ont. 106 Centennial Square. 
Telephone: 623-2745 

Northwestern Ontario—the districts of Kenora, 
Patricia, Rainy River, and Thunder Bay .. 

WINNIPEG, Man. 360 Broadway. 
- Telephone: 943-8581 

Province of Manitoba. 

REGINA, Sask. 2220-12th Avelme. 
Telephone: 527-6631 

Southern Saskatchewan—that portion south of: 
The South Saskatchewan River from the Al-
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. 




