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CANADA’S NEW
ENERGY POLICY:

‘OlL. FOR BANANAS,
GAS FOR PEANUTS’

Remember Joe Greene? The gas turned out to be hot air

by LARRY PRATT

EDMONTON — Back in September
1970, Oilweek magazine wrote an ‘open
letter’ to Tommy Douglas, then-leader of
the federal New Democratic Party:

“‘If you manage to halt increased gas
exports, future generations of Canadians
will be most grateful to you, Mr. Doug-
las, for ensuring that Canada will never
deplete its stock of such a non-renewable
natural resource. As they rely on such
sources as solar and nuclear energy, it
will be a great comfort to them to think of
all the obsoleted reserves of oil and
natural gas that have been left in the
ground, undiscovered, unutilized, com-

pletely virgin. After all, it must be
recognized that the nation’s potential gas
reserves could be depleted in a little more
than 300 years at the current production
rate, while synthetic gas supplies from
coal, tar sands and oil shales could be
depleted in perhaps another 2,000 years,
at the present rate of exploitation.”’
Written with the humourless bile that
endears its readers, Oilweek’s editorial
was designed to ‘‘demonstrate that ex-
port sales of surplus natural gas are vital
to the national interest.”” Two weeks
later the National Energy Board, in evi-
dent agreement, approved long-pending
gas export applications totalling a mass-
ive 6.3 trillion cubic feet. Energy Minis-

ter Joe Greene felt obliged to apologize
for the fact that the NEB had whittled
back the 8.9 trillion cubic feet originally
requested in the various export applica-
tions before it. And it went on to deny
that Ottawa was trying to pressure the -
U.S. into opening up its market for larger
Canadian oil exports by holding back
gas.

“The government of Canada,’”’ de-
clared Greene, ‘‘does not trade oil for gas
or oil for bananas or gas for peanuts and it
would be very wrong to do so. The only
thing that we can do in the national in-
terest is to sell the surplus, and that’s
exactly what we’'ve done here.”’ Re-
member Joe Greene?
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The problem is, just what is a ‘surp-
lus’? In July 1975 Ottawa made public
the NEB’s much-awaited report on
natural gas supply and demand, and, al-
though the emphasis on scarcity was by
now no surprise, the effects of the
board’s earlier decisions were much in
evidence. Domestic and existing export
contracts ‘‘are virtually certain to exceed
the supply available until the connection
of natural gas from frontier areas or from
other major new sources of supply if and
when adequate reserves are available.”
And, “‘if export commitments are to be
met, frontier gas if available is needed as
soon as it can be connected,’” added the
board.

Not only is Canada apparently facing
serious gas shortages (the coming oil
scarcity was documented by the NEB last
fall) but we are in the remarkable posi-
tion that our own energy needs are, in
effect, being met from what is left over
after our export commitments are paid
up.
““We are in the position,”’ admits the
energy board, ‘‘that long term export
contracts running to some one trillion
cubic feet a year, with a total of some 14
trillion cubic feet still committed to ex-
port are, in effect, a first charge on our
production while Canadian requirements
have to be satisfied from what is left
over. This situation, if allowed to pre-
vail, reverses the priority for Canadian
requirements as set out in the National
Energy Board Act.”’ A ‘‘new approach
to exports’’ is necessary, adds the NEB.

Indeed.

If you think this is a strange way to run
a country, wait until you see next
winter's heating bills. The NEB, pre-
dictably, intends to deal with the coming
gas shortages through the price
mechanism instead of by cutting back
exports or recommending severe conser-
vation policies.

As gas prices rise, and returns to pro-
ducing companies increase to 20 per cent
after taxes, we are assured that ‘‘a high
level of reserve additions will be main-
tained.”’

To use the economist’s jargon, gas
supply is regarded as price-elastic: allow
gas prices to rise to full commodity value
— this already is federal policy — and
the ‘‘marketplace’’ will resolve the scar-
city issue. It is pure perversity that forces
me to add that prices and profits have
risen steadily for both gas 'and oil in
Canada since 1972, but reserves have
declined markedly.

The 'real strategic significance of the
new NEB report is probably to be found

in the legitimacy it lends to oil industry
voices who advocate the early construc-
tion of a Mackenzie Valley natural gas
pipeline. Having rejected the alternative
option of cutting back the exports it so
generously approved, the NEB’s only
fall-back position is to take up the
cudgels on behalf of the Arctic Gas con-
sortium, whose application it will soon
be assessing.

If the energy board’s supply and de-
mand projections are right — and, let’s
be fair, there’s always a first time — then
Ottawa is going to be under considerable
pressure to move ahead with oil and gas
development north of 60. Meanwhile,
Canadians will share the shortages with
our foreign customers, pay excessive

FREUDIAN SLIP DEPT.

30. STEPPING-STONE
TO ANEW JOB

Leaflet — Ottawa, 1975. Exp-
lains the Canada Manpower Train-
ing Program which offers training
courses to those persons looking
for work, in a dead-end job, or
working part-time.

— Information Canada Bulle-
tin, June 27, 1975

prices for our remaining conventional re-
serves, and underwrite the high costs of
rapid exploitation of frontier energy. For
a great deal of this, and more, we have
the National Energy Board to thank.

GREENPEACE:

OTTAWA PLAYS
A STALLING GAME

by CAROLE ORR

PARIS — Most people know of David
McTaggart as the intrepid soul who
singlehandedly took on the French Navy
and its atom bomb in his boat
Greenpeace 111 in the summers of *72
and ’73.

For the most part, the press has played
up the David and Goliath aspect of the
story, telling how, on the first occasion,
the French warship Paimpolaise rammed
the Greenpeace after McTaggart and his
crew refused to leave the French nuclear
test zone around Mururoa atoll in the
Pacific. Worse still, on the second occa-
sion, in 1973, how armed commandos
of the French Navy boarded the
Greenpeace and beat up McTaggart and
his crew and hatiled them off to jail while
the bomb went off.

What most people don’t know is how
Ottawa has acted throughout the affair. If
they did, more people might have doubts
whether or not the honourable members
up there really are looking after all of us.
Worse, evidence suggests that the Cana-
dian government may have been in
cahoots with the French on the boarding.

Mitchell Sharp, then minister of ex-
ternal affairs, tried at a very early stage to
put everyone off the scent by announcing
that McTaggart was not a Canadian citi-
zen and that the Greenpeace had been
flying a Peruvian flag. Neither statement
was true and it is hard to understand an
error of this magnitude in a public state-

ment. (McTaggart said simply that Sharp
was a liar, and has since received rather
cool treatment from that quarter.)

A statement like Sharp’s sticks in the
public mind and in spite of subsequent
retractions, many were able to dismiss
the case as foreign crackpottery.

McTaggart's pleas for help in prose-
cuting his case against the French gov-
ernment for damages to his boat, his

crew and himself, fell on deaf ears; with

the public disarmed, as it were, and un-
informed, Ottawa carried on as it
pleased, and it pleased to do nothing very
much.

In March 1974, Sharp and Trudeau
promised that the Canadian government
would espouse the case — espousal
means taking on the French government
at the diplomatic level to settle the case
on McTaggart’s behalf. The ‘‘good
offices’’ of the Canadian embassy in
Paris were promised.

The promise of espousal evaporated
into delays. First the June '74 election,
then letters from Trudeau and the new
External Affairs Minister Allan
MacEachan, telling McTaggart to wait a
few more weeks.

Meanwhile, time was running out for
McTaggart, who by law had to prosecute
the Paimpolaise case within two years of
the event. Ottawa told him not to worry,
that he had 30 years, and the Dept. of
External Affairs advised his lawyers not
to bother preparing a case as it would all
be settled.
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BETTER DEAD THAN RED
DEPT.

% CONYERS, Ga. — The Rock-
dale County grand jury indicted
Mr. and Mrs. Richard Maltbie
on Friday for murder and cruelty
to children in the July 11 death
of a 9-month-old Vietnamese
orphan. . . .

An autopsy showed the girl had
massive head injuries, a broken
collarbone and other injuries.

The child had been staying at the
Maltbie’s home since being
brought to the United States in
April from a Saigon orphanage.

— Associated Press, August 10,
1975

When the French announced another
test for the summer of ‘74, McTaggart
sailed in again in the Greenpeace to pro-
test both atmospheric testing of the atom
bomb and the French usurpation of inter-
national waters. Sharp wrote that a
settlement had been near on the
Paimpolaise case and that now McTag-
gart had ruined it, so there was little more
the government could do. (The govern-
ment still had not espoused the case,
which is a serious diplomatic step; they
had talked some with the French.)

In a letter the previous April, though,
the Dept. confirmed that the French had
already rejected all polite solutions.

The Canadian embassy in Paris acted
similarly. It too, through Secretary
Roger Gilbert, assured McTaggart the
limit was 30 years, and that his file was
‘‘not considered urgent’’. When
McTaggart and his lawyers decided to go
ahead and take the French to court (the
limit is two years for the Paimpolaise
case), they met with might be called lack
of full co-operation from the embassy.
Translation and certification of neces-
sary documents for court presentation
was at first refused (this, according to
McTaggart’s Paris lawyer Thierry
Garby-Lacrouts, is a normal service of
an embassy), then given too late to be in
accordance with proper court procedure.
Garby-Lacrouts says that they could
have been thrown out of court on this
technicality, but the defense lawyers
failed to pick up on it.

From Trudeau, McTaggart received a
letter slapping him heartily on the back
for his courage and inspirational example
in standing up to the bomb — and more
promises.

McTaggart is a Canadian citizen who
suffered a severe beating and loss of sight

in one eye at the hands of French com-
mandos who had illegally boarded a
Canadian ship in international waters,
that is, Canadian territory. His boat —
our boat — had been rammed, then
confiscated by the French.

Our government then paid the French
$12,000 to get it back! (The money did
not, as everyone seems to think, go to
McTaggart. It went to France).

The mystery is why? Why not leap to
the aid of a citizen in distress in such a
clear cut case? No one in Ottawa is dis-
puting that McTaggart was in the right,
that France cannot cordon off interna-
tional waters for war practice.

Trudeau has publicly declared
McTaggart’s action legal, even noble.
Then why the shilly-shallying, and
worse, what appears to be sabotage?

On March 25 of this year, the French
dropped another bomb, this time in
court. As evidence of their innocence,
they produced a letter written on August
23, 1974, a week after the boarding inci-
dent, from Vice Admiral Christian
Claverie to General Soula, Director of
the Centre for Nuclear Experimentation,
in which Claverie states that he ordered
the boarding *‘after having been assured
by (General Soula) that no measure of
retaliation would be taken against our Air
France and Cotam and their stops in
Montreal by the Canadian government’’
(Cotam are French military flights).

*‘At that moment,,in court,”” McTag-
gart says, ‘I felt more alone than ever.”

In Parliament, M.P. John Reynolds
threw this at the government. Herb Breau
replied for the Dept. of External Affairs,
admitting that there had bgen conversa-
tions between the two governments prior
to the boarding, and that the federal gov-
ernment ‘*had expressed concern for the
safety of Mr. McTaggart and his crew.”’
He did not say that they forbade the
boarding, only to be careful of the crew,
says McTaggart. He has been refused
access to the relevant files at the Embassy
and in Ottawa.

Attempts to see Claverie or Soula are
hopeless. Claverie is never in at the
office or home and Mrs. Claverie does
not, she says, have a phone number
where he is. Soula is on a ‘‘secret mis-
sion at an undisclosed location’’.

Roger Gilbert has, since the spring,
been moved from the embassy back to
Ottawa, but in an interview earlier on in
the proceedings in Paris, he became ex-
tremely agitated when the Claverie letter
was brought up in questions, angrily say-
ing he had never seen it and that the
whole idea of collusion or acquiescence

was ‘‘ridiculous’’. (Gilbert also said the
embassy had done its best by McTaggart,
that it had gotten the translations and
certifications done in time and that it was
not a normal embassy service, but a
favour. Thierry Garby-Lacrouts says the
opposite. On the 30 year limitation * ‘mis-
lead’’, Gilbert says they got an outside
opinion and passed it on to McTaggart.)

McTaggart has won the Paimpolaise
case and is appealing the decision against
him on the boarding case, with every
chance of winning — against the French
government, in a French court. For all
the prejudices there, and the frequent as-
tounding leaps of legal logic heard from
the French judges (they tried to make out
that the Greenpeace had rammed the
Paimpolaise, at one point. It was one of
the rare bits of humour in the case),
McTaggart seems to have gotten more
justice at last from the French judiciary
than from his own government. Why?

Thierry Garby-Lacrouts thinks the
Canadian government tried to keep the
whole thing out of court so that the
Claverie letter would never come out, or
at least the information in it, in any form.
If the Canadian government did directly
or indirectly authorize the boarding, then
it could hardly espouse the case and pro-
secute the French. It could only hope
McTaggart would get tired and go away .

In that case, why would the Canadian
government do such a thing? Several
possible reasons present themselves.

Trudeau wants to extend our own ter-
ritorial waters to 200 miles off the coasts
and is even now clashing with France
over that issue at St. Pierre and Mi-
quelon. He may have been reluctant to
get involved in prosecuting France for
overextending her limits, when he wants
to pull off something similar.

The federal government has also been
engaged in a rivalry with Quebec over
the hand of France. France, as the Euro-
pean nation most outspokenly indepen-
dent of the United States, represents a
way for Trudeau to show his
independence from the U.S., too. So

HOW’S THAT AGAIN?

(Footnote for parents: although
it comes with an Adult label it is a
film which most older children
would benefit by seeing. Some of
the younger ones might be in-
trigued by the idea of wife-
swapping, if only it weren’t so ex-
plicit.)

— Orttawa Citizen, July 27,
1975
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both he and Bourassa, who wants to
show his independence from everybody,
came over for Pompidou’s funeral last
year, then Trudeau again in the fall to see
President Giscard d’Estaing, Bourassa
again last Christmas laden with gifts,
then Trudeau again. (The huge, near
hairless Christmas tree Bou-Bou brought
over brought lots of laughs from pas-
sersby at Porte Maillot in Paris where it
was set up. It was judged pathetic.)

The visiting is also connected with the

James Bay hydro development, and the
plant tentatively to be built at Sept-Iles,
in which the French government is to
take part in a cost (and profit) sharing
arrangement. France would be a major
customer for the enriched uranium to be
produced there.

McTaggart and his lawyer are going to

go ahead and appeal the case on their
own, if they can raise the money. They
simply don’t trust the Canadian govern-
ment any more, even if it were to finally

espouse the case, as they would lose con-
trol over it. So far the affair has cost
McTaggart over $25,000, and Garby-
Lacrouts has been working for nothing
(hopefully the court will award costs).

Any one wishing to help the McTag-
gart case can do so by sending donations
to: McTaggart Legal Fund, clo Thierry
Garby-Lacrouts, 39 Avenue George
Mandel, Paris, 16, France.

COMPUTERIZING MONEY:

WILL THAT BE CASH OR...?

INTERBANK

Mastercharge and Chargex may be superseded by a massive electronic payments system

by ERIC HAMOVITCH

OTTAWA — As a means of payment,

“cash does have its merits, whatever the

associated risks of loss and theft. But
now that transferring money by other
means has become more lucrative for
certain interests, the role of cash is being
steadily downplayed.

Recently we have witnessed the exp-
losion of general credit cards — Chargex
and Mastercharge — issued by the banks

and accepted at a large variety of retail
outlets. For those who pay their accounts
on time, there is no direct charge for this
service, but the banks take a cut of
roughly four per cent on all credit purch-
ases to cover administration, carrying
charges and profits. This four per cent
cost is spread around and shared by all
customers, credit-buying and cash-
paying alike. General credit cards have
been a boon in helping independent mer-
chants compete against the large depart-

ment store chains, but the greatest
beneficiaries have been the banks, espe-
cially with the high interest rates on
overdue accounts.

But the best is yet to come. Financial
institutions, computer manufacturers,
telecommunications carriers and the fed-
eral government are working toward
what is called an electronic payments
system. This involves a vast computer$
link-up with terminals in a wide variety
of outlets, so that at some point in the
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future, instead of pulling out cash, credit

scards or cheque-book to pay the butcher
or the hydro company, you will simply
produce a specially coded plastic card
which will be inserted into a computer
terminal; the money will be transferred
electronically from your bank account to
theirs, and the transaction recorded
automatically.

Many employers now pay wages di-
rectly into employee’s bank accounts,
finding that it reduces administrative
costs. Similarly, many people have the
bank look after their utility bills. This
kind of unseen transfer of funds is the
principle behind electronic payments,
but equipment of much greater sophisti-
cation is to be brought into use.

Some banks now have computer ter-
minals which record transactions and an-
notate customers’ pass-books. These

which recognized the importance of data
networks in the national communications
grid.

These government proposals have a
number of advantages over the more
anarchic forms of development favoured
by some interests. It provides for stan-
dardization of equipment, thus avoiding
wasteful duplication and problems of
interconnection. The fee-for-use system
provides a greater relative benefit to
smaller institutions, such as credit un-
ions, caisses populaires and the smaller
banks and trust companies, which cannot
afford to set up their own networks as can
the larger banks and trust companies.
The proposals also eliminate the possibil-
ity of dependence upon dny single sup-
plier of computer equipment, and ensure
Canadian rather than multinational con-
trol.

$00E60E=0

systems are internal to the banks using
them: they connect only the branches of
one bank, but not other banks or financial
institutions. What the government pro-
poses, in a position paper presented last
January, is a system which would link all
financial institutions with each other and
with their customers on a fee-for-use
basis.

It is not characteristic of the present
Liberal government to take major initia-
tives in directing developments of a
commercial nature. The myth of ‘‘the
free play of market forces’’ still has a
strong grip on the Department of Fi-
nance, though not necessarily on the De-
partment of Communications, with
which it is jointly working on this initia-
tive. In fact, this may be regarded as one
of the tangible offshoots of the recent
Green Paper on communications policy,

IBM was less than pleased with the
government proposals. As an offshoot of
its activities in the U.S., it had been
pushing for a system of computer termi-
nals and related equipment that would
encourage each bank to develop its own
computer-communications network and
use IBM equipment exclusively. This, of
course, would be contrary to most of the
considerations mentioned above. The
government was quiek to reassure IBM,
however, that they stand to benefit hand-
somely nonetheless from the expanded
markets for computer equipment any sys-
tem of electronic payments would create.

The biggest winner is Bell Canada.
Telephone lines are already used very
extensively for data transmission, and
Bell, as by far the largest telecommuni-
cations carrier in the country, is bound to
play a pre-eminent role in transmitting

SORRY, CARYL

Remember Caryl Chessman, on
death-row for 14 years in Califor-
nia? He educated himself, and by
the time of his execution was a
changed man.

— editorial, Toronto Sun, Au-
gust 14, 1975

payments data. Over 60 per cent of Cana-
da’s population lives in Bell territory,
which encompasses most of Ontario
and Quebec, where all the major banks
have their headquarters. Bell totally
dominates the Trans-Canada Telephone
System, which groups most of the tele-
phone companies operating in Canada.
According to an estimate in The Finan-
cial Post, Bell’s present capital invest-
ment is about $5,000 million for the en-
tire Canadian telecommunications indus-
try.

Bell plans a construction program of
$836 million for 1975, the majority of
this in expanding and upgrading basic
telephone service. It raises this money
partly by borrowing, partly by sales of
stock and partly by the large profits on its
consolidated operations.

By far the greater part of its operating
profits comes from basic telephone ser-
vice, which, as well as being the largest*
part of Bell operations, is also the longest
established and therefore the best amor-
tized. With its lower debt charges, the
basic telephone service is in effect sup-
porting newer fields of endeavour such as
data transmission.

Using the revenues from one operation
to finance another is normal corporate
practice, but Bell has been appealing for
higher telephone rates on the grounds
that the money was needed to maintain
and expand telephone service. Using
telephone revenues to support data ser-
vices might be more acceptable to tele-
phone users were there some assurance
that this arrangement was reciprocal, and
that future profits from data transmission
could be used to finance telephone ser-
vice. However, Bell has a nasty habit of
retaining profits in subsidiaries so that its
general profits will appear to be lower
and they can thus appeal for higher rates
on the basis of insufficient returns on
equity.

Bell Canada rates are substantially
higher than those in western Canada, de-
spite the fact that Bell serves large areas
which are densely populated and there-
fore cheaper to service. Before the latest
increases in both places, a residential
telephone cost $3.90 monthly in Win-
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nipeg and $6.25 in Ottawa. Bell has had
three rounds of rate increases in the past
two and a half years, and application for
a fourth increase is to be examined at
public hearings this autumn.

In submitting a recent ‘‘emergency’’
application, Bell threatened that unless
there was an immediate rate increase ser-
vice would decline and some 6,000
workers would be laid off. This may
have been a useful threat at a time when

- the majority of Bell employees are break-

ing away from the company unions and
forming unions which may work harder
to protect their interests, but it did not
stand up to serious examination. Bell is
not adverse to using other forms of
intimidation, such as refusing to provide
service to new suburban subdivisions in
an effort to blackmail the government
into allowing them to increase their rates.

In addition, Bell has applied for a for-
mula which would give it an automatic
yearly rate increase without public hear-
ings, something it hopes to get through
before the implementation of a recent
Act of Parliament transferring the polic-
ing of telecommunications from the
fumbling and incompetent hands of the
Canadian Transport Commission to a re-
structured CRTC, to be known as the
CRTTC (Canadian Radio, Television

- and Telecommunications Commission).

Testimony provided for Bell's 1974
rate increase hearings showed that only
$650,000 was to be spent that year on
specialized data services for financial in-
stitutions, but this is not even the tip of
the iceberg. Over $65 million was allo-
cated for 1974 alone on equipment for
computer communications and network
services, which would help provide the
backbone of an electronic payments sys-
tem, and there were additional amounts
under different headings.

The amounts are likely to be much
higher in the near future, and a portion of
this money will come from increased
telephone rates. Bell has investment
funds available for Dataroute and for
electronic payments, but not, it seems,

for cable to link up new telephones. In

the years to come telephone companies
across Canada are likely to be digging
more deeply into their customers’ pock-
ets to install equipment for the bankers to
transfer our money around.

Bell Canada has a lot in common with
the banking fraternity with which it will
soon have such intimate relations. Bell
will be the largest carrier of electronic
payments data, and the major banks will
be the biggest users of the system. The
five giants (Royal, Commerce,

Montreal, Scotia, T-D) hold between
them 91 per cent of the total assets of
Canadian chartered banks, and they offer
an almost identical range of services and
interest rates both to borrowers and de-
positors, sheltered by the Bank Act
against prosecution under the Combines
Investigation Act.

As with the banks, what Bell says and
what it does can be quite different. It says
that any services classified as competi-
tive should not be subject to regulation,
and where practicable, competition
should be fostered. At the same time Bell
feels it should continue to control all the
coaxial cable used for cable television
distribution, much to the chagrin of the
cable companies, but disapproves of
Telesat owning and operating all its own
ground stations for satellite communica-
tion. Monopoly is fine, provided we are
in control, says Bell in effect.

OVERREACHER
OF THE MONTH

Nepean Township may redefine
the family — and in the process
plug a legal loophole and eliminate
orgies.

—Ottawa Journal, August 6,
1975

The government’s plans for electronic
payments fit perfectly with Bell’s vision
of things. The basic concept of the sys-
tem is intrinsically monopolistic, to an
even greater extent for telecommuni-
cations carriers than for financial institu-
tions. Supreme among these carriers will
be a larger and more powerful Bell
Canada, something to think about next
time you have to pay 20 cents at one of
their pay/phones.

MORE ON THE CIA:

SPOOKS IN

GOD’S COUNTRY?

by LARRY PRATT

" EDMONTON — As is well-known by

anyone who () reads Hansard, and (b)
believes it, there are no American spies
in Canada without the knowledge and
consent of the RCMP and the federal
cabinet. After all, we have the prime
minister’s word for it.

However, a few skeptics persist in the
belief that God’s Country is spooked —
and not only by the KGB. They argue
that since the U.S. intelligence estab-
lishment exists in large part to secure and
expand the investments of American
businesses operaling abroad, it is only
logical to assume that the CIA must take
a continuing interest in a nation where
the book value of direct U.S. investment
is about $75 billion.

Canada is also of vital security interest
to the U.S. as a supplier of raw materials,
including raw energy, and because of
obvious strategic/geopolitical considera-
tions. Any active or potential threat to
this set of interests would arguably result
in a rapid expansion of CIA activities in
Canada.

During the past summer, some in-
teresting bits of information surfaced in
the West in support of this reasoning.
Though fragmentary and inconclusive,
the evidence does point to the now-

familiar pattern of external penetration,
information-gathering and political in-
trigue by the CIA. And, notwithstanding
the reassurances from 24 Sussex Drive,
there is reason to believe that these covert
activities are known to the appropriate
Canadian authorities.

On May 9, in a move that angered
many provincial gun-buffs, the
Lougheed government issued a decree
banning the registration of automatic
weapons and machine guns in Alberta.
The circumstances surrounding this ac-
tion remain rather murky, but it is known
that the action was taken in response to
the discovery by customs officials in
Lethbridge of a shipment of machine
guns bound across the border. One ver-
sion of the story had U.S. consular
officials involved in the gun-running, but
this has not been authenticated. The inci-
dent, in any event, provided the neces-
sary opening for two enterprising Cal-
gary newspapermen looking for some
unusual links between U.S. intelligence
and the Alberta oil industry.

Armed with information on the
machine gun incident, the two Calgary
Herald reporters, Steve Krueger and
David Climenhaga, approached the U.S.
Senate subcommittee on intelligence —
chaired by Senator Frank Church (Dem.,
Idaho) — and offered to swap tales of
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Did the CIA try to compile dirt on Premier Dave Barrett?

intrigue.

On June 27, the reporters revealed on
the front page of the Herald that during
1973 the CIA ‘‘controlled an American
oil company executive working in Cal-
gary who may have used his influence to
ensure continued supply of Canadian oil
for American markets.”” Quoting a
source active with the Church commit-
tee, Krueger and Climenhaga noted that
the information on the unnamed spy —
said to be ‘‘high up in the Calgary oil
industry”’ — was contained in a CIA
report on international industrial espion-
age written in 1973. According to this
report, the intelligence body had ‘*some
kind of sex thing’” on the executive and it
had used this as leverage to enlist his
co-operation.

The oil man’s directive was clear-cut.
A priority of the CIA's industrial spying
activity lies in ensuring secure energy

i

supplies from foreign countries. *‘The
CIA,”” the source was quoted, ‘‘would,
first, want an ensured supply and the
lowest possible price for energy products
coming into this country. Second, it
would be willing to assist anyone who
helps fulfill the first objective by driving
up the domestic oil price in some other
country.”’

The Herald's source added that the
Church committee had obtained informa-
tion which showed the CIA tried, as re-
cently as November 1974, to infiltrate
Mexican government organizations
planning development of Mexico’s
newly discovered oil fields. *“The CIA,
apparently acting on orders, wants to see
the control of that development in U.S.
hands,"” remarked the source, adding the
Americans continue to hope for ‘‘some
kind of North American energy mar-
leeti?!

Investigative journalism is not aprized
craft in Calgary. Following publication
of the Herald story, a barrage of criti-
cism descended on the newspaper and
the two reporters were soon informed
that they would be writing on less con-
troversial subjects in future. As things
turned out, that was something of an
understatement.

A few weeks after the Herald story
broke, Edmonton publisher Mel Hurtig
charged at a press conference in Van-
couver that he had ** 100 per cent reliable
information’’ (again from a Washington
source) that the CIA had compiled re-
ports in 1973 about ‘‘potentially embar-
rassing’’ situations involving B.C. Pre-
mier Dave Barrett and two other cabinet
ministers. Hurtig claimed an urgent re-
quest for such reports had come from a
high-ranking (but non-elected) official of
an opposition party, evidently Social
Credit, shortly after the NDP swept to
power. The reports were duly compiled
after contact was established with the
CIA through an American consulate
official who reportedly believed that
socialist governments were becoming
dangerously popular in western Canada
and that the election of socialists in B.C.
was ‘“‘wrong’’. The reports, however,
were never used.

At his press conference Hurtig also
mentioned that the RCMP were aware of
the B.C. intrigues of the CIA. But next
day the Mounties issued a press state-
‘ment denying the whole story, and Hur-
tig has been unable, to the time of this
writing, to force them to retreat from the
denial.

Meanwhile, back in Calgary, the
Herald refused to run the Canadian Press
account of the Hurtig charges. Steve
Krueger and David Climenhaga, the two
reporters who had broken the first story
and who apparently fed Hurtig informa-
tion from their Washington source,
quickly resigned from the newspaper in
protest.

AND THEN IT’S OFF
TO THE PADDY-FIELDS

! 'The Chinese influence is promi-
nent in Montrealer John Warden's
new collection for Molyclaire.

Taking a cue from the coolies,
he fashions his pyjama pants
straight, tops them with loose
smocks nipped in with sashes that
wrap twice around the waist-line.

— Stasia Evasuk. Toronto Star,
July 3, 1975
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B.C. PEN INQUIRY:

THE BIG QUESTIONS WEREN'TANSWERED

by PAUL KNOX

VANCOUVER — Some day soon, we
are probably going to learn which
prison guard killed Mary Steinhauser
early on-the morning of June 11 at the
B.C. Penitentiary. It will be no thanks
to the police, the prison authorities, or
the judicial inquiry investigating the
seizure of 15 hostages by three desper-
ate lifer inmates. And even then, we’ll
be left with a lot of questions concern-
ing the operation of Canada’s peniten-
tiaries, the treatment of prisoners, and
whether the prisons should exist at all.

Steinhauser died and convicted mur-
derer Andy Bruce was seriously
wounded when a so-called “‘tactical
squad’’ of prison guards burst into a
room at the B.C. Pen where Bruce and
two other knife-wielding inmates were
holding 15 hostages, demanding safe
passage out of Canada. Ostensibly, the
guards charged in to assist the hostages
in an attempt to overpower their cap-
tors. Dark rumors filtering out of the
prison suggest that a deliberate attempt
was made to murder not only Bruce,
but also possibly Steinhauser, a
reform-minded corrections worker who
was not popular with her colleagues.

The ludicrous attempt to conceal the
identity of the killer guard, and the
bungled police work which followed,
are bad enough. Six weapons were used
in the charge, one for each member of
the ‘‘tactical squad’’, the inquiry
headed by B.C. Chief Justice John Far-
ris was told. Issued to the squad mem-
bers in a darkened room before the as-
sault, they were collected immediately
after the shooting on the grounds that
one of the inmates — all by this time
either unconscious, bound or shackled
— might have grabbed one of the guns.
(This excuse was described by Farris as
**an insult to the intelligence’” of the
commission.) The man who collected
the guns was guard supervisor Albert
Hollinger, a former Montreal cop and
10-year veteran of the penitentiary ser-
vice whom Farris accused of deliber-
ately mixing up the weapons to conceal
the identity of the killer.

It gets worse, or better, depending on
your point of view. In secret testimony
before the commission, some of which
Farris later made  public, one
unidentified guard actually claimed

TER

credit for shooting Bruce. But none of
the six could say whether they had shot
Steinhauser. Yet later police ballistics
evidence indicated that the bullet which
smashed Bruce's jaw ‘‘could have been
and probably was’’ fired from the same
gun that killed Steinhauser. The ballis-
tics expert added that this was the only
weapon which had definitely been
fired: two ‘‘could have been’’; two
others “‘quite possibly’’ were not and
he could determine nothing about the
sixth. (There is no indication that each
guard was asked whether he had fired
during the assault.) Finally, the fatal
weapon was the only one with a lanyard
ring attached to the butt — but even this
distinguishing feature couldn’t jog the
guards’ memories.

The Prisoners” Union Committee,
the leading West Coast critic of the
penitentiary systemy has released
affidavits from prisoners who say they
were in a position to observe what was
going on. One, Phil Jackson, swears he
had a clear view of the events from his
cell window, 100 yards away. Describ-

ing the climax to the incident, he says:
““‘Suddenly I saw and ‘heard shots,
broken glass and a scream from a man
which were not words but were rather a
sound of pain. I then heard more shots,
some of which were louder than others.

, I then saw guards rushing into the

classification office as all the lights
were turned on. I then heard a woman’s
voice shout: ‘Don’t shoot, don’t
shoot!”

Another inmate, Ralph Cochrane,
gives substantially the same account,
and identifies the male scream as the
voice of Andy Bruce. It is possible,
then, that quite a few seconds elapsed
between the shooting of Bruce and
Steinhauser. This would be consistent
with the theory that a trigger-happy
thug on the ‘‘tactical squad’’ in some
twisted way blaming the ‘‘con-loving”’
Steinhauser for the incident, deliber-
ately plugged her.

The one man who could shed some
light on all of this, of course, is Andy
Bruce himself. The acknowledged
leader of the escapade, Bruce sat during
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the entire 41 hours in the room outside

%he vault where the hostages were held,
constantly holding a knife at
Steinhauser’s throat. Bruce might
confirm the prisoners’ contention that
he was shot first, raising anew the ques-
tion of why Steinhauser had to be shot
at all, or he might say which guard shot
Mary.

The commission had plans to hear
Bruce as soon as he was well enough to
testify. But early in August the inquiry
abruptly ended after a private interview
between the convict and the commis-
sion counsel. A statement from Farris
said Bruce “‘refused to answer several
key questions’’ and would not be al-
lowed to “‘pick and choose’’ the ones
he wanted to reply to. Bruce’s lawyer
was present during the interview, how-
ever, and reports that the only thing he
refused to do was rat on whoever gave
the inmates the knives and a quantity of
gasoline used in the incident. All other
questions were answered.

At this writing, Bruce has plans to
take the risk (all three convicts face a
number of charges in connection with
the incident) of issuing a public state-
ment describing what actually hap-
pened in the final moments. Even if he
does not, the truth, or something re-
sembling it, will likely come out at the
inmates’ trials.

But incredulous followers of the Far-
ris inquiry are still wondering at the
justification given for hearing so much
crucial testimony in camera. (Secret
evidence was also heard from the hos-
tages who, according to the official
story, triggered the guards’ assault with
a precipitous attempt to overpower
their captors.)

Lawyers for the prison personnel
claim their lives will be in danger if
they are compelled to testify in public;
Farris replied, back in June, that
policemen go on the witness stand all
the time to implicate dangerous crimi-
nals, and the guards could be in no
greater danger. Yet the evidence was
heard in secret anyway. Farris later said
that was the only way it could possibly
be heard, since the inquiry could not
cite persons for contempt if they re-
fused to testify.

Whatever the rationale, the effect
has been to allow the commission to
pick and choose which evidence will be
made public, and to steer the inquiry
and the public discussion surrounding it
in a certain direction. People searching
for a place to point the finger may now
direct it at Hollinger, thanks to the chief

justice’s exposure of his role. But there
is more to Steinhauser’s death than
that. At the moment, the public knows
nothing of the ‘‘tactical squad’’ which
the prison authorities sent in. How were
they selected? What training had they
in the use of the hand guns they carried?
Did any of them hold grudges against
any of the convicts? Pen warden
Dragan Cernetic said he would have
preferred to call in an *‘outside squad’’
whose members would have no ‘‘emo-
tional ties’’ with the prison, but this
was apparently not pursued.

The chief justice and his two fellow
commissioners — Henry Popp, sec-
urity chief of the penitentiary service
and Jack Lynch of the “John Howard
Society — have also been paying a
great deal of attention to the tightness of
security within the prison. It’s as if
slapping the wrists of those responsible
for keeping prisoners in line will
change the climate that leads to con-
victs’ desperate bids for freedom.

Cernetic was grilled as to why the
three inmates were allowed to enter the
classification area (where the hostages
were seized) without passes. He was
forced to admit that he was ‘‘not
satisfied’’ with security in the prison
kitchen, where the knives used in the
hostage-taking presumably were ob-
tained. But neither he nor anyone else
was asked what kind of a “‘correc-
tions’’ system it is that produces men
such as Bruce, Dwight Lucas and
Claire Wilson — two of them with
criminal records going back to their
early teens.

Those who believe Mary Steinhauser
might have been murdered say this is
the very question she would have
asked. Thirty-two, with a master’s de-
gree from Simon Fraser University, she
is said by prisoners and other former
acquaintances to have become ex-
tremely disillusioned during her one-
and-a-half years as a classification
officer at the B.C. Pen. A friend says
she was.in ‘‘continuous trouble’’ at the
pen; ‘‘she had a sense of balance which
angered her immediate superiors, and
the difficulties she ran into made going
to work an agony.”’

She believed current ‘‘rehabilita-
tion”’ programs were hopeless dead-
ends which trained convicts to do jobs
non-existent in the outside world. She
wasn't a bleeding heart whose only sol-
ution was to throw open the doors of the
prison and let everyone out; perhaps
more because of the prison system than
of anything else, she realized, many
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inmates couldn’t function outside. A
network of corruption involving guards
and inmates within the institution (in
some ways, a microcosm of the out-
side) gave the inmates relatively easy
access to alcohol and drugs, which they
seemed to find the money to pay for.
This made it that much less likely that
the Pen would actually help an inmate.
Mary became so depressed by all this
that she’d decided to quit her job the
day before she was taken hostage.

There will be more hostage seizures
in Canada in the coming years, and
each one will fuel the debate surround-
ing the ‘‘corrections’” system. In the
U.S., where the prison system’s role in
the suppression of political dissent has
been highly visible in recent years,
there are well-established prisoners’
rights organizations, many of which go
so far as to call for the outright abolition
of incarceration in any form. The Pris-
oners’ Union Committee is the first
such organization in Canada, and has
yet to develop a clear political stance
towards the prison system. Many ques-
tions remain to be answered.

Are prisons a worthwhile place for
political organization? Some would
label the prison population, as a whole,
one of the most oppressed sectors of the
working class, and say the primary
question is one of union organization,
in the same way that unionization of
workers generally is seen as a first step
on the road to political consciousness.
Others would say many prisoners have
never held steady jobs; that most could
be termed lumpenproletarians among
whom political work will yield few re-
sults.

Then there is the question of prison
reform. Liberals initially welcomed the
trend away from long periods of incarc-
eration, toward forms of probation,
parole, pre-release centres, and so on.
Such forms of ‘‘correction’’, however,
give the authorities as much control
over the convict’s life, and increase the
opportunities for arbitrary application
of regulations and punishment. Is any-
thing to be gained by demanding such
changes (or “‘reforms’” within the in-
stitutions themselves?) If the answer is
no, the prisoners’ rights groups will
have to come up with some cogent ar-
guments as to why society wouldn’t be
endangered if prisons were to be
abolished entirely. If the strength of

.opposition to abolition of capital
punishment is any measure, that will
not be easy.




ED BROADBENT:

LEADER AT A TURNING POINT

by ERIC HAMOVITCH

WINNIPEG — One of the reasons dele-
gates to NDP conventions don’t have as
much fun ‘as their Liberal or Tory
counterparts is that they seem more will-
ing to endure the many hours of often
tedious policy debate and endless proce-
dural wrangling that are so much a part of
their gatherings.

Internal democracy in the NDP is not
all that it is sometimes cracked up to be,
but all the same there seems to be a wide-
spread belief among convention dele-
gates that their wishes will eventually
find expression in the House of Com-
mons and elsewhere.

Another reason delegates to July’s
convention in Winnipeg enjoyed them-
selves less than they might have is that
the array of leadership candidates was
something less than dazzling. None of
the three NDP premiers nor any of their
cabinet ministers showed any great ea-
gerness to give up the perquisites of pro-
vincial office in exchange for the leader-
ship of a small and dispirited rump in the
federal parliament. Added to this, the
NDP’s well justified suspicions of any-
body from outside the party (the name of
Eric Kierans had been mentioned) helped
keep the list of candidates short.

Ed Broadbent was widely regarded as
the ‘‘establishment’’ candidate, a label
which was justified since he had the open
backing of most of the union delegates,
of many federal council members, of
three provincial premiers and of a major-
ity of federal caucus members.

This represents a certain shift, because
in the 1971 leadership contest many of
these same people distrusted him, seeing
in him someone who was too eager for
their liking to seek compromises with the
Waffle. But the atmosphere was changed
in 1975, with very little of the sharp and
acrimonious polarization which had
characterized the Lewis-Laxer duel.

Rosemary Brown emerged as the least
establishmentarian of the main candi-
dates, calling for a clearer and more fun-
damentalist socialist line and for a
stronger emphasis on public ownership.
Her 41 per cent on the final ballot, a more
than respectable showing for a provincial
back-bencher making her first foray into
federal politics, cannot be attributed sol-
ely to her strong feminist support. ‘“The
delegates knew,’’ wrote a columnist in a
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In the old days, Ed Broadbent could ham it up while party establishmen-
tarians Grace Macinnis and Stanley Knowles took things seriously

Toronto paper, ‘‘that there is more to
socialism and more to national politics
than feminism.’" Happily, Rosemary
Brown showed herself to be quite well
aware of this.

Lorne Nystrom is a pleasant young
man from Saskatchewan who pledged to
work hard to build the party and to con-
centrate more effort on political educa-
tion, He holds a seat in the House of
Commons, which is surely to his credit,
but he has attracted no special notice for
his performance there, nor for his
speeches in the course of the leadership
campaign. ‘‘The trouble with Lorne, "

one delegate remarked, ‘‘is that he’s
about as exciting as a glass of water.”

John Harney finished fourth this time
after having finished third in 1971, and
after having won and lost a seat in the
House of Commons. He was the only
candidate who is a strong orator, and the
only one whose French is not painful to
the ears. He devoted more time than the
others to international issues (something
to which the NDP attaches less priority
than in the past), stressing the important
but neglected question of socialism in a
world of scarcity. He claimed that if cho-
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sen leader, he would propose a fresh ap-
$proach to the problem of Quebec’s place
in confederation, but this question
seemed to have lost much of its urgency.
With only 35 delegates present accre-
dited to Quebec ridings, and with no-
thing more frightening being heard from
Quebec than tales of tainted meat, it
clearly was not this year’s big issue.

Douglas Campbell, poet, taxi driver
and coffee-house operator, was back
again, after somehow failing to knock off
David Lewis in the 1973 convention.
There were some doubts as to whether he
had the monopoly on working-class wis-
dom he seemed to imagine he had, but he
clearly cornered the market on self-
righteousness and antagonism. He got 11
votes.

Which leaves Ed Broadbent as leader.
But leader of what? The NDP has no
immediate prospect of taking federal
office: the Liberals seem to have that
taken care of, having in the past eight
decades been in power as many years as
the Communist Party of the Soviet
Union. Looked at from the other side of
the fence, the NDP seems more commit-
ted to reforming our economic structures
than to transforming them. And Broad-
bent is seen by some as belonging to the
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more conservative wing of the party, that
which is social democratic in outlook as
opposed to socialist. The next couple of
years will tell whether or not this percep-
tion is correct.

Still demoralized after its dismal
showing in the 1974 election, the NDP is
seeking a clearer sense of direction. The
traditional concerns of social democrats,
things like social benefits, labour legis-
lation and farm subsidies, have lost much
of their urgency now that Liberal and
Tory governments have gotten around to

implementing some of the suggested

programs. Meanwhile the Canadian
economy is increasingly showing the dis-
tortions caused by outside control of in-
dustry and by an excesstve dependence
on raw material exports, and the NDP is
now beginning to concern itself more
with matters of basic economic structure.

Delegates to the Winnipeg convention
rejected a resolution on natural resource
policy because it did not insist strongly

_enough upon the importance of public

ownership. (At the 1973 convention,
regulation and control were considered
adequate, but that was before the Syn-
crude boondoggle.) A resolution calling
for tighter control over multinational
corporations was also referred back to

the resolutions committee because it was
not considered tough enough.

Curiously, the NDP seems more wil-
ling to move to the left in the absence of
an organized left-wing lobby. :

Broadbent has spoken of drafting an
economic plan for Canada, to be pre-
sented to the 1977 NDP convention and
to be used as a major, plank in the 1978
election campaign. Now there is nothing
new about the principle of economic
planning: the large corporations have
been doing it for decades. Nor would the
Liberals and Tories necessarily find the
idea of comprehensive state planning re-
pugnant to their way of thinking: in fact
they may well see it as a means of futher
coordinating government policies with
those of their corporate allies.

Much. depends on the type of plan
Broadbent proposes, and how far it
would go in putting Canada’s priorities
ahead of Exxon’s and ITT’s. David
Lewis was able to win back the al-
legiance of disaffected party members
and at the same time to stir up popular
interest with his attacks on the corporate
tax structure in 1972. It remains to be
seen how far Broadbent will be willing to
go in attacking some of the more funda-
mental aspects of corporate power.
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CHILE’S ECONOMY:

INVESTING IN THE JUNTA

by BOB CARTY
of the Latin American
Working Group

A month after the coup in Chile, Gen-
eral Pinochet announced that foreign
companies would be welcome to return
or bring new investment to Chile. One of
the first on the scene was Canadian.

Noranda Mines Ltd., Canada’s eighth
largest corporation and a major world
copper producer, had been in Chile since
1964, exploiting a small copper mine
through its subsidiary Chile Canada
Mines. The company was taken over by
the state corporation for small mines in
1971 and Noranda left the country. But
shortly after the coup, and even before
the regime’s release of its foreign in-
vestment statute favouring multi-
nationals, Noranda returned to Chile
Canada Mines with a $600,000 infu-
sion of new capital — one of the first and
largest new investments in post-coup
Chile.

Over the past two years Canadian min-
ing firms, banks, traders and manufactur-
ing enterprises have been assessing or
making deals with Junta representatives
and local business interests. From their
point of view the “‘new’’ Chile looks like
an opportune place to do business, where
taxation laws and the repression of the
working class allow for the taking of
maximum profits. From the Junta’s point
of view Canadian business interest in
Chile, while on a different scale than that
of the U.S. and Europe, is a welcome
form of support for its policies.

Canadian investments in Chile at pres-
ent include the mining interests of
Noranda Mines, an office of Canadian
Pacific Airlines and a substantial sub-
sidiary of the world-wide network of the
Bata Shoe company.

Directed from the Don Mills head-
quarters of the world’s largest shoe
manufacturer, the Bata subsidiary in
Chile operates three plants producing the
majority of the nation’s total shoe output.
A lack of demand within Chile for Bata
products may be hurting the company’s
domestic sales. But with the help of a
recent International Shoe Fair in Chile,
Bata is finding international buyers. The
company has just started to export

/

600,000 pairs of shoes valued at $3 mil-
lion to the United States (for more on
Bata, see Last Post, Vol. 4, No. 3).

Meanwhile, several Canadian banks
have been involved in short-term loans to
the Junta and the Canadian forest indus-
try giants are being courted by the Junta
for participation in a $100 million pro-
gram for development of Chilean forest
products.

But the key ‘‘Canadian connection’’ at
this time is in the mining sector where
Canadian-based corporations rank high
in the Junta’s esteem both for reasons of
their sheer size and for their presumed
nationality. After the coup, the World
Bank was looking for someone to do an
assessment of the financial viability of
the Chlean copper industry on the
basis of which new loans would be
forthcoming. Noranda was chosen
specifically as a Canadian company
whose report would raise fewer skeptical
questions than an American firm. For
Noranda the World Bank study afforded
an opportunity to get to know Junta rep-
resentatives and facilitated their return to
the country.

The Junta depends on copper. New
investments in three copper deposits in
northern Chile could total $1,500 mil-
lion, providing a capital inflow to offset
Chile’s balance of payments deficit and
producing more copper for export. Eight
foreign companies from Canada, the
U.S., Japan, Brazil and Europe have
submitted separate propositions to the
Junta’s foreign investment committee
which is expected to announce its selec-
tion shortly. A :

How Canadian companies will fare in
the bidding is unknown. However, busi-
ness magazines report that Falconbridge
Nickel Mines Ltd. (of Sudbury, the

Dominican Republic, Rhodesia and

Namibia fame) is interested in a $300
million investment in the El Abra de-
posit; Noranda Mines Ltd. has made a
proposition to develop the Andocollo
find, but i$ running second to Amoco
Minerals, a subsidiary of Standard Oil of
Indiana; Canadian Javelin, which re-
cently received the axe from the Pana-
manian government in favour of the de-
velopment of a copper deposit in that
country by Texasgulf, has exploration
activities in the Taital area of Chile; Van-
couver-based Cominco Ltd. is also ex-

ploring Chilean copper mineralizations;
and another Vancouver company, Stokes
Exploration Management Co. Ltd.
(SEMCO) has placed an exploration
specialist in Chile and is developing a
small mine jointly with a Chilean firm.

If the president of SEMCO, Ronald B.
Stokes, is any indication, the attitudes of
Canadian mining men towards Chile are
enthusiastic. Says Stokes: *‘. .. there is
not the slightest doubt that conditions are
much clearer regarding foreign invest-
ments in the mining industry and as soon
as the great corporations are completely
secure in that their investments will be
protected I'm sure that capital will begin
to arrive.”’

Even if the Junta falls from power the
companies may be counting on the reins
of government passing to friendly hands.
If changes come the companies may con-
sider it important to get in on the ground
floor with rights on new projects that take
three to five years to begin production.

Despite the intense activity of mining
companies in Chile, all is not well with
the Junta’s attempts to attract invest-
ments. The Buenos Aires business
magazine Latinamerican Week paints a
gloomy picture for its entrepreneurial
readers: while interest in new Chilean
investments is on the rise, concrete re-
sults are yet to be seen. Only $40 million
has entered Chile since the coup. Multi-
national corporations may be sympa-
thetic to the Junta but still fear the pos-

sibilities that the Chilean people could

one day bring about its downfall.
SO S e IR R

SO BRING BACK DDT

Mr. Drury said free trade is
‘‘almost like the prescription for
curing inflation.”’

‘“Theoretically it’s  very
sound,’” he said. ‘‘If you want to
be healthy expose yourself to the
greatest hazards, perils and exer-
tions. If you survive you'll be
healthy and if you don’t survive,
that’s too bad.”’

“‘Free trade as the answer to all
our problems suffers from this de-
fect.”’

—Halifax Chronicle-Herald,
August 11, 1975.
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the Last

Pssst

by Claude Balloune

age was so good they refused to hand it over to the CBC
and instead sold it to Japanese networks. CBC is now
dickering with the latter to buy their own film back.

New York: Police and Waldorf-Astoria employees

« found the head of Newfoundland’s government dead
drunk in a bathtub filled with champagne, while six
ladies of the night were engaged in a full-scale brawl in
his luxurious suite. Before Frank Moores’ lawyers start
getting to work I hasten to add the culprit was Sir Rich-
ard Squires and the date was 1928. The story was told
to me recently by an old contemporary of Sir Richard’s.
Sir Richard robbed Newfoundland blind and his story
helps add a little spice to this column.

Ottawa: One of Marc Lalonde’s new executive assis-
tants is Michel Drapeau, 31-year-old son of the much
beloved Mayor of Montreal. The Minister and his aides
refrain from talking about the Olympics when Drapeau
the younger is in the room to spare his feelings. Mean-
while, Lalonde, Trudeau’s new Quebec leader, has re-
portedly completed his purge of former leader Jean
Marchand’s boys in the Quebec federal Liberal organi-
zation. They claim to have eliminated Marchand’s ‘short
list” of contractors and consultants for patronage pur-
poses, but other sources say they simply have revised it.

Preparing for the worst, lan?

Ireland: The Rev. Ian Paisley, known for his at-
tempts to foster peace and harmony in the olde sod, has
taken steps to cement Canadian-Irish relations by buying
a 200-acre farm spread in Manitoba. On the other hand,
Terry ‘Aislin® Mosher recently purchased a one-quarter
acre spread in the Irish Republic.

Montreal: The recent kidnapping of young Samuel
Bronfman reminds me there was a crackpot Montreal
plot a few years back to kidnap the family patriarch, the
late Samuel Bronfman Sr. Plan was to scoop up the
remains of the dead man from a local cemetery and hold
them for ransom, which was to be food distribution to
the poor. The above ground plot never got under ground,

as it were.
Japan: In August, a group of Canadian Indians .
travelled to Japan to see mercury poisoning victims in §

Minipata. The Canadian Broadcasting Corp. decided
to cover the event and hired a local Japanese film crew. ! J
After the filming, the Nipponese crew decided the foot- Of course, hiring Michel isn’t patronage
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British Columbia: (Or Canadian Columbia as some
French Canadian nationalists prefer to call it.) The
NDP’s federal secretary, CIiff Scotton, has taken a year’s
sabbatical to work ih B.C. where he hopes to take over the
Nanaimo-Cowichan-The Islands Commons seat once
Tommy Douglas steps down.

It was double or nothing or Ted

London: A CBC film crew set up an interview with
Ted ‘The Grocer’ Heath and as is the quaint custom in
the British Isles, offered him $250. It appears the BBC
pays all politicians for interviews, something no other
country does since politicians are, after all, public ser-
vants. At any rate, $250 wasn’t enough for the former
prime minister of England and he haggled, refusing to do
the interview until the fee was bumped up to $500. The
going rate for backbenchers there is £20.

Immigration: The unfortunate General Dang Van
Quang may be having troubles with Canadian Immigra-
tion, but his wife isn’t. She has landed immigrant status,
mainly because she was sponsored by her children.
However, her children were under 18 at the time and
ineligible to offer sponsorship. A curious oversight on
the part of our zealous immigration folk.

RCMP: When the Solicitor General set up the
Commission of Inquiry into the RCMP, the bigwigs in
Canada’s finest thought the force was in for a smooth
white wash. Well, when old Judge Morin and his travel-
ling troupe flitted across the country, so many dis-
gruntled RCMPers stepped forward with their bitching,
it now appears the Inquiry could only manage a white-
wash with considerable difficulty. There’s been an al-
most complete collapse of RCMP morale and now the
chiefs are worried about what may come out.

Gaspe: The federal government about four years ago
decided to create Forillon Park in economically de-
pressed Gaspe. The provincial government was given the
task of routing the inhabitants, buying their homes and
resettling the fishermen and farmers (about 1,500 in all)
in bigger communities. All the abandoned homes were
burned to the ground to clear the parkland. Now, the
federal government is about to build and re-create a typi-
cal fishing village for the tourists. Terrific planning.
What the hell, the homes and buildings they burned
probably weren’t authentic anyway.

Toryland: Hottest gossip in the Tory leadership

stakes concerns a trust account set up by the Tories for
Claude Wagner back in 1972 when they enticed him
away from a judgeship to run as Stanfield’s Quebec
lieutenant. Stories and rumours at the time put the trust
fund at $200,000, enough to assure him financial sec-
urity after having foresaken the security of the Bench.
Wagner is concerned the story may resurface to haunt
him in his leadership bid. There is debate on whether it’s
legal or illegal, ethical or what. Various news organiza-
tions are onto it but hesitant to bring it out. The Toronto
Star’s Bruce Garvey actually wrote the story, then on
orders re-wrote it several times, finally got it typeset, but
unfortunately saw it killed at the last minute by Editor
Marty Goodman.

But it's really old news, Claude

Corpus delecti: Federal, provincial and municipal
authorities found themselves in Montreal when a strike
shut down the city’s two main Catholic cemeteries.
After a few weeks, bodies started piling up at an alarm-
ing rate in funeral parlours and morgues. There was a
critical shortage of refrigerated storage space and many
of the cadavers rotted. Municipal and funeral officials
tried to get permission to store the bodies in the only
place where there was enough refrigeration capacity —
meat packing houses. Aghast at the idea so soon after the
tainted meat scandal, both provincial and federal health
authorities nixed the idea.

The law is an ... : Ottawa’s faithful Law Reform
Commission put out their fourth annual report in August
calling for their usual overhaul of this and that. Mem-
bers feeling depressed since they are convinced the latest
report will be totally ignored, just as their three previous
ones were.

The world of Islam: McGill University’s Institute of
Islamic Studies is now regarded as the most important
of its kind in North America, especially since they were
able this summer to pick up the best scholars and library
of the now defunct Islamic section of the Hartford Semi-
nary Foundation in Connecticut. Quebec is kicking in
funds to the McGill Institute to give the Arabs a good
impression, while Institute director Chas. J. Adams was
off to Kuwait with the good news. When you consider
that a large part of Arab aid to underdeveloped countries
consists of giving ‘'em mosques, you know that McGill’s
and Quebec's devotion to Islam is bound to help.
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Garfield Weston in 1955:
he played the major role
in Weston’s enormous
growth. His dislike for
publicity is notorious.

by David Cubberley & John Keyes
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When Simon Reisman retired as deputy minister of finance earlier this year, he
gave up one of the most powerful jobs in Canada. But it was not the end of a
career. Reisman has gone on to set up an Ottawa lobbyist operation, along with
Jim Grandy, former deputy minister of industry, trade and commerce. The
Financial Post commented that “‘it’s widely expected that they will be very
influential. But they will succeed only if they both operate so quietly and
smoothly that no one else realizes whom they are working for.”’ One company
Reisman will be working for is Weston, Canada’s largest corporation, where he
has been appointed to the Board of Directors and named to handle lobbying with
government. This appointment of a man with a multitude of contacts in govern-
ment was timely in view of the recently announced Royal Commission on
Concentration in Industry, which is chaired by Robert Bryce, Reisman’s prede-

cessor as deputy minister of finance.

The name is Weston. In Canada it's a familiar trade-
mark, a brand name that stands out on the sides of the
packets of baked goods and breads that so many of us devour
for breakfast. Behind the name there lives a family of indus-
trious bakers, now in its third generation. At the head of the
family stood George Weston, a Toronto breadwagon driver
who founded a successful biscuit manufactory in the late
1800’s; after him came a son, Willard Garfield, who used the
bakery as a base for his entrepreneurial talents and trans-
formed the humble concern into an industrial giant; today two
grandsons, Galen and Garry, are busy consolidating their
father’s prolific work and moving it in new directions.

Details of domestic life do not concern us here. But the
intricate development of the family business is of compelling
interest, in particular because of the pervasive and largely
unexamined influence this corporation exerts over the food
chain in Canada. It concerns us the more so because of the
dearth of information available to the public on the size,
dealings and history of the company:

Members of the Weston clan remain bakers to this day, but
the parent firm of George Weston Ltd. serves as well as a

holding company under which are clustered financial in-,

terests in at least some 279 companies. Most of these
diverse firms are not connected by the general public as ele-
ments of a unified group acting under a central authority. Yet
these interests are so extensive that there can be few Cana-
dian communities that fail to come in contact with Weston
influence, whether it be by shopping in retail stores owned by
Weston or in independent outlets supplied by Weston-owned
wholesalers; whether through the purchase of foodstuffs,
dairy products and confectionary goods manufactured by
Weston-owned companies or goods packaged in Weston-
made containers or packed by Weston-owned firms.

In July of 1975, the Financial Post ranked George Weston
Ltd. the largest merchandising firm operating in Canada,
with sales of $4.73 billion and assets of $1.29 billion.

Yet despite this preeminent position in the Canadian cor-
porate community, little is known of the company or of those
who administer it. Willard Garfield Weston was mentioned
only once in John Porter’s Vertical Mosaic, where he was

lumped with those Canadian ‘‘promoters’” who, like Lord
Beaverbrook, had ‘‘gone to live permanently abroad.’’ The
1974 edition of Who's Who In Canada lists none of George
Weston Ltd.’s 15 corporate officers, none of the 11 corporate
directors and none of the four members of the firm’s execu-
tive committee.

Since December of 1974 the company has made two nota-
ble addifions to its board of directors. Mark Hoffman, previ-
ously a director of Hambros Bank in London, England, and
formerly with the World Bank in Washington, took a senior
vice-presidential position and directorship in January 1975.
Then, in April, the former deputy minister of finance under
the Trudeau government, Simon Reisman, was appointed to
the board of directors. At the 53rd Weston annual sharehold-
ers meeting, held in Toronto on May 9, W. Galen Weston,
chairman of the board of directors and president of Loblaw
Companies, introduced Reisman as the member of the man-
agement team mandated to look after government-company
relations at all levels. In light of the recently announced
Royal Commission on big business in Canada, this is-a timely
appointment.

If little is known about the Weston family, it is hardly by
accident; indeed, a low profile — and at times outright sec-
recy — typified the formative years of the conglomerate the
family has fashioned. As we search what literature is availa-
ble on the subject, three dominant features will emerge: the
first is the company’s sheer size and the rapidity with which it
grew through acquisition and takeover from a tiny bakery
into a multi-national conglomerate of ‘‘byzantine complex-
ity’’; the second is the secrecy in which the architects of its
growth shrouded its development; the third is the success
with which the expansion has been engineered' with control
kept firmly in the hands of the family.

A 1948 article in Maclean’s magazine called Garfield Wes-
ton ‘‘the biggest manufacturer of bread in the world, the
largest biscuitmaker in the British Empire and Canada’s
largest wholesale grocer.’” Biscuits and baking are the base
and backbone of the Weston empire; they constitute the origi-
nal field over which W. G. Weston exercised his innovative
genius. Weston is reported to have returned from World War I
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to his father’s biscuit business fascinated with the high quality
qf English biscuits. After developing his skills in the Canadian
market for a number of years and successfully expanding his
father’s firm; Garfield Weston gave in to a dream of entering
the British market.

If he had been taken with the quality of British biscuits, he
was unmoved by their productive techniques; in the gross
inefficiency of their productive process Weston saw the
means to make his mark. Initially the trick lay in exploiting to
its fullest the potential of the automated production line, in
applying the manifold fruits of mechanization to biscuit man-
ufacture. Plant redevelopment at the Scottish firm of Mitchell
& Muil, purchased in 1935, allowed Weston to sell fancy
biscuits ‘‘at exactly half the price at which they were sold by
the world-famous firms all around him;’’ as a commentator
later observed, he literally “‘coined money’".

Weston's success in British baking circles was immediate,
profound and pressed to best advantage, culminating in a
round of acquisitions that pushed him to prominence in the
eyes of the world business community. A vignette culled
from the Maclean’s article, one of the few attributable to
Weston, permits us a glimpse of his outlook:

“‘One day in 1937 Garfield Weston was showing me over
his new biscuit factory at Slough. Biscuits were being turned
out in millions by great ingenious robots, on an assembly line
all the way from pastry to packet. In the last stage of one
product a tube was spreading a layer of chocolate on the
finished biscuit. ‘Look at that closely,’ said Weston, and he
pointed to a small jet that was blowing air on each biscuit to
spread and thin out the chocolate. ‘Ah,’ I said, ‘that’s blow-
ing the chocolate off.” ‘Oh, no,” he replied, ‘it’s blowing the
profit on!” ’

Somewhere in the course of his British “‘spree’” Weston |

became Britain’s largest wholesale and retail baker, a position
his company, through Associated British Foods, retains to this
day. In 1966 The Economist said he controlled the 7th largest
industrial firm in South Africa and was * ‘still expanding fast’’;
as well, he had by then graduated to the fore in Australian
baking circles. Weston was an ardent exponent of the princi-
ples of the British Empire and clung hard to a belief that the
only ingredient lacking in the contemporary British formula
was enough “‘enthusiasm’’ to bring the mixture to a boil. His
affair with British culture culminated in a stint as a member of
the British House of Commons from 1939-45. But Weston had
no abiding interest in politics; he termed his participation an
““experiment’” and in 1945 he abandoned it to return to — of
all places — his native Canada, whose untapped potential for
industrial development had apparently caught his eye.

The great expansion

When a corporation wishes to break into a field of opera-
tion outside its known area of expertise there are, broadly
speaking, two ways in which it can proceed: it can enter the
market by launching a wholly new venture and hope that it
has purchased sufficient expertise to allow it to carve out a
piece of the action for itself; or it can cast about for an
established firm to buy up, one with an assured portion of the
new market or with what market analysts call *‘market poten-
tial”’. The advantage of the latter growth technique — par-
ticularly in regard to concentrated sectors of the economy —
is that it permits the parent firm to absorb the developed

experience and tied accounts of a battle-tested competitor
and, if handled properly, sidesteps the often enormous
operating losses attributable to startup in monopoly markets.

In the period of its mature operation, diversification of its
corporate holdings through takeover and acquisition became

‘the staple method of growth of the Weston group. The

wholesale food market was entered quite early with the
purchase of Western Grocers in 1944; chocolate and dairy
products were affixed through control over William Neilson
in 1948; specialty paper products and packaging materials
came with the acquisition of Somerville Industries in 1957;
fishing and packing of food products with British Columbia
Packers in 1962; and newsprint and fine paper with the
purchase of Eddy Paper in 1962.

However, the most significant development in Weston his-
tory lay not with these acquisitions in related manufacturing
fields, but with the unpublicized takeover of Loblaw
Groceterias completed quietly over a six year period. This
purchase touched off a reckless spurt of growth so great that
The Economist, in a retrospective article, remembered the
years 1954-61 as an epoch of ‘‘headlong expansion’ into
food retailing. After acquisition Loblaw’s became a holding
company under which were initiated numerous takeovers in
wholesale and retail food merchandising including National
Grocers (1955), Atlantic Wholesalers (1959) and Kelly,
Douglas & Co. (1958).

In 1948 Loblaw Groceterias Company comprised a 119-
store chain of ‘‘supermarkets’’ (then a novel conception
in food retailing) servicing the prosperous Ontario food mar-
ket. Under the capable guidance of co-owner Milton Cork,
Loblaw’s pioneered the introduction of self-service, mass-
merchandising techniques and effectively set a new profit
structure for the retail food market; by 1948 Loblaw’s was
drawing accolades as the firm selling more food per store
than any other in the world. The closest competitor was
A&P, the grandfather of food retailing, whose sales of
$430,000 per store were a full $200,000 below Loblaw’s
average.

Fielding teams of layout specialists and display artists, and
utilizing for the first time the concept of ‘‘impulse buying”’
achieved through end-isle exhibits and eye level gimmickry,
Loblaw’s huge retail outlets and centralized supply facilities
allowed Cork astronomically increased returns at considera-
bly reduced markups. While gross profits rose giddily, Cork
stole the market from independent grocers by dropping profit
margins from $7.96 per $100 sales in 1933 to $2.06 per $100
sales in 1948. In much the same manner that Weston’s auto-
mated biscuit manufacture allowed him to mass produce a
cheaper product and corner consumer allegiance, Cork’s use
of mass merchandising as ‘‘a precision instrument of selling™’
allowed him to dominate the field.

From Weston’s point of view there was no healthier firm
available to form the base of the retail wing of an integrated
food empire. Loblaw’s was not only a profit leader, but was
as well a tightly integrated outfit with a developed distribu-
tion network, an expansive packing and manufacturing wing
for the production of house brands, and an exceptional buy-
ing network with representatives ‘‘scattered from the tea gar-
dens of India’s Travancore to the fisheries of Alaska.’

In 1947 the aging Cork, then 77, sold ‘‘a big block of
shares”’ to Garfield Weston, For a time his son, Justin Cork,
continued to run the business; but by 1953 Weston was in
control. The investment was simultaneously W. G. Weston’s
best — in terms of its long range sales potential and with
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“Come onover

Where

re than the price is right.

Loblaws

Actor William Shatner beckons Canadians to ‘‘come on over” in a massive billboard campaign.

respect to its immediate profitability — and his worst. Its
failing lay in the end with Weston's inexperience’ as a food
retailer, a limitation which prevented him and his top man-
agement from discerning the future course of the industry. As
regards consolidation and furtherance of Loblaw’s sales lead-
ership, Weston failed to anticipate the cutthroat competition
that would typify the retail oligopoly in the ’sixties and early
*seventies; because of this he failed to take steps in moderniz-
ing and streamlining the chain and thus fell prey to the tactics
of his competitors.

There was, however, a natural identity of style and
philosophy between Cork’s fledgling monopoly and W. G.
Weston’s maturing conglomerate; both appreciated the essen-
tial connection between sales volume and competitive advan-
tage, between monopolistic and integrated structures and as-
sured returns. ‘‘Suppose you’ve got a small bakery business
that uses 200 sacks of flour a week,”” Weston once proposed.
““You'll have to pay, say, $5 a sack. But look what happens
if you have a 50,000-sack business! Buying flour on that
scale you can get it for $4 a sack. You are making $50,000 a
week just by doing a bigger business.. And people say it’s
hard to get rich!”

For most men and women it remains hard to get rich,
economies of scale notwithstanding. However, Weston did
show the world that once you are big it’s not hard to get a
whole lot bigger. In 1963 D.F.C. Inc., a holding company
for the Loblaw’s group, acquired controlling interests in
National Tea Co., a massive American food retailer. When
in 1969 71.45 per cent of Loblaw Inc. of Buffalo was ceded
to National Tea by its parent firm, the consolidation
graduated Weston to the class of fourth largest food retailer in

the United States, with about 1,000 outlets under his control.
Consolidated sales for the huge group of Loblaw companies
had grown from $176 million in 1953 to an astounding $2.5
billion in 1969.

There is a limit to the benefits an ethic of growth can
produce of its own accord and Weston bumped into that limit
sometime during the ‘sixties. The growth was impressive in
dollar terms, but poorly planned and often redundant; as with
any appetitive beast,” gluttony eventually leads to chronic
indigestion. As acquisitions Loblaw’s, Loblaw Inc. and Na-
tional Tea were undoubtedly coups; as business propositions
they were or were allowed to become inefficient, outdated
and poorly integrated; because of this, they all fell victim to
the price wars in Canada and the U.S.

As one commentator noted in 1966: ‘‘National Tea was
slower than competitors in spreading into non-food products
where markups and profit margins are larger. It inherited
many narrow-fronted stores in heavily built up areas with
little room for expansion; it failed to work with real-estate
developers to get into new shopping centres. And, until
1962-3, it failed to prune stores. More outlets, rather than
better and more profitable ones, was the slogan. In part, it's
been the same story in other retailing sides of the empire.”

Weston was a baker by trade, not a grocer. He and his
management favourites chose to wage competitive struggles
on the basis of sheer size, a bulky but ineffectual weapon.
““Loblaw’s,”’ an official close to the company recently al-
lowed, “*was a company of 1950’s vintage trying to operate
in the 1970’s.”’ Stagnation rather than growth became its
typifying feature; instead of profits, losses formed the staple
discussion of market analysts. However while these failings
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were a direct result of inappropriate management — which
baagled the job of integrating lucrative monopoly structures
— the failure to deal with this problem must be laid at the
door of W. G. Weston's abject fear of public scrutiny.

The cult of secrecy

Much of the frenzied Weston accumulation went on behind
tightly closed doors, a family secret unannounced to share-
holders, regulatory agencies or the general public. In 1966
an article in The Economist began with an apology: *‘surpris-
ingly little is known about the network. We've tried to trace
the outline but admit it’s none too sharp and that some of the
figures we quote are no better than intelligent guesses. Why
this obscurity? It's partly deliberate. Mr. Weston does not
look for publicity.”’

Nor, it might have continued, does he search for candour.
Year end statements for the Weston and Loblaw groups were
chock full of glossy photos of food displays, but gave no hint
of the real connections between the firms. Shareholders at-
tending annual meetings were treated to free food baskets,
while their queries about corporate holdings were evaded or
deflected with platitudes (‘‘the Good Book tells us we must
be as meek as a lamb and as shrewd as an adder.’”) Sales
grew meteorically, but subsidiary firms were only erratically
listed and thus no clear picture of the scope of Weston hold-
ings was allowed to emerge. . :

While company officials justified the secrecy as a necessity
given the parent firm’s desire to keep vital information from
falling into competitor's hands, its pervasiveness suggests a
paranoid dimension. Garfield Weston and his chief executive

George Metcalf guarded zealously the conglomerate’s °

anonymity during the fifties and early 'sixties, so completely
that ‘‘documents from subsidiaries often were sent to
Metcalf’s home rather than his office.”” Companies within
the group were kept secret from one another and referred to
by code names, at once puzzling and childish: B. C. Packers
was known as ‘‘phisch!’, Power Supermarkets was named
““Number One’’, while Donlands Dairy was called ‘‘Dee
Squared’’. As an interview with Metcalf later allowed, the
secrecy was so total that ‘‘many a company executive of
Loblaw and Weston subsidiaries did not know several of his
competitors were in fact his inlaws.” g

The extent of Weston’s North American holdings and its
links with the Loblaw group of companies were inddvertently
stumbled upon in 1966 during the investigations of the Fed-
eral Committee on Consumer Credit. After an evasive inter-
change concerning lines of ownership with officers of
Atlantic Wholesalers Ltd., who either would not or could not
identify their ties with Loblaw’s, Senator David Croll con-
cluded: *‘I am becoming a little perplexed here, that the two
top officials can come here from the company and cannot
give us this information. Someone has to know what fees
they pay or who controls the company. I am finding difficulty
in following that. We asked a question about who controls
the company, and you mentioned Harbour Investments. We
asked who is Harbour Investments, and Mr. Hamm says he
does not know. It is very hard to understand why you do not
know who controls the company. Surely you must have some
idea of somebody who does. It is not just a seal or a corporate
seal. Some face must appear there, and that is all we want to
know."’

Commanded to make available their holdings, Weston and
Loblaw’s decided to comply with the committee’s request.
During 1966 the full holdings were released to the Financial
Post and a chart was dutifully appended to the shareholders’
reports of both companies. The chart portrayed an intricate
combination of holding companies from which were sus-
pended approximately 160 distinct firms.

The reasons behind Weston's secrecy were evident at the
moment of disclosure. N. W. Baker, an analyst with the
Montreal firm of Morgan, Ostiguy and Hudon, estimated that
at disclosure Weston interests handled about 28 per cent of all
of Canada’s food sales. He ventured as well that resistance to
consolidation and full exposure probably derived from *‘an
anxiety to avoid problems, with anti-combine legislation’’
based on its concentrated market control. In England, where
Weston holdings were quite above board, a commentator sug-
gested concerning the secrecy and evasion that perhaps **Mr.
Westdn wants to conceal his domination of the Canadian
food markets from the Canadians.”’ In any event the paranoia
was ill-founded, for in Canada those charged with the power
to assess monopoly and restrain it have been notably lax in
applying their legislative powers, as Weston’s good luck will
attest.

The sheer size of it all

The mixture of awe and outrage with which disclosure was
met by the public is easily sensed by a glance at the accom-
panying corporate map. Within the labyrinth of companies,
an observer must engage in a strange game of corporate
snakes and ladders to get to the pinnacle. Without such a
map, someone interested in the lineage of a firm like Atlantic
Wholesalers would have to have weeded through a confusing
network of five other firms, three of them holding companies,
to get to the parent corporation.

Even success at this exercise would not fully reveal control
or lay bare the larger structures within which the operations
of the first firm are integrated. George Weston Ltd. is 52
per cent owned by Wittington Investments Ltd. which in turn
is 84 per cent controlled by the W. G. Weston Charitable
Foundation, the family’s personal control vehicle. At this
point one is finally at the base of the mighty tree, a gargan-
tuan whole of which the Notth American holdings form one
large branch. From this trunk stems as well Associated
British Foods Ltd., the parent firm for Weston’s overseas
holdings.

Through a deceptive complex of dual corporations at the
highest level, an entire global network of companies is con-
trolled. Two legally distinct corporate entities, W. G. Weston
Charitable Foundation, and W. G. Weston Charitable Found-
ation (U.K.), crown the North American group and the Euro-
pean group respectively. In England, Associated British
Foods Ltd. acts as the major operating subsidiary of Witting-
ton Investments Ltd. (U.K.) which is controlled by the foun-
dation. A.B.F. is, in essence, the European counterpart to
George Weston Ltd., acting as a holding company and serv-
ing as the locus of control over the non-North- American
members of the Weston group of companies. Garry H. Wes-
ton is president of A.B.F. and both Garfield and Galen sit on
its nine member board of directors with him. This same trio
sits on the board of directors of George Weston Ltd. in
Canada.
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Garry H. Weston heads up the European group

This wing of the conglomerate is itself substantial, a
diversified group of companies which — according to the
1974 Who Owns Whom, UK Edition — are centred in Britain
(303), Australia (83), Ireland (22), Rhodesia (9) and South
Africa (168), but with representatives in Canada, Guernsey,
New Zealand, France, Germany and Japan. Under this wing
of the family conglomerate are clustered almost 600 com-
panies, substantially focused upon baking, milling, food
packaging and retailing, but with insurance, property de-
velopment, construction and pharmaceuticals covered as
well.

Weston’s involvement in South Africa and in Rhodesia®

has been so financially rewarding that humanitarian consid-
erations have carried no sway. The exploited indigenous
work force, and the racist governments that police it and keep
it in place, have long made these nations a favoured haunt of
multinational corporations. For Canada, Weston won the dis-
tinction of being the ‘‘first major businessman to make an
investment publicly in Rhodesia after UDI.”” ““Sanctions or
no sanctions,”’ he trumpeted for the world to hear, ‘I am
investing in Rhodesia now.”” With regard to complaints made
by shareholders and the general public about the ethics of

doing business with apartheid, he gave a cavalier dismissal:

“historically, black South Africans have no right to the
country. This hever was a black man’s country.”’
Humanitarian considerations aside, Weston is most cer-
tainly — in the recent words of one of his managers — “‘the
most outstanding example of success of a Canadian entrep-
reneur that there is’’, at least in gross financial terms. The
Associated British Foods group is large enough as a multi-

national to qualify for 68th position on F ortune’s 1974 list of
the 300 largest industrial corporations operating outside the
United States, based on 1973 sales of $2.08 billion.

If, for the sake of comparison, all of the sales made under
the Weston family’s corporate umbrella are totalled, they
swell to a magnitude approaching $7 billion annually. Seen
in a consolidated fashion, this sales level would easily qualify
the family for a spot in the top 20 on Fortune’s list of the
world’s 50 largest industrial corporations. That would make
it the only Canadian representative on the list.

Yet despite this magnitude and obvious international pres-
ence, the Canadian-based Weston conglomerate remains
largely uncomprehended by the general public and, perhaps
not surprisingly, by many of its own employees. This hidden
strength may be worked to the company’s bargaining advan-
tage. During the spring and summer of 1974, according to a
representative of the Amalgamated Meat  Cutters and
Butcher Workmen organizing Sayverte Ltd.’s employees, ef-
forts were obstructed by management’s misrepresentation of
the firm.