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April 18,

~

The Honourable Otto E. Lang, P.C., M.P.,

Minister of Transport, and Minister
Responsible for the Canadian Wheat Board,

House of Commons,

OTTAWA, Ontario.

Sir:

We, the Commissioners of the Grain Handling and Transportation

Commission, appointed by Orders-in-Council PC 1975-872 and PC 1975-1067:
To 1nquire into the rail needs of communities,

the economies of a modernized rail system and the pro-

bable conduct of producers and elevator companies in

changing circumstances for the purpose of making recom-

mendations concerning the future role of that portion

of the rail network identified for further evaluation
Now submit our Report, which the Commission believes will improve and
increase the capacity and efficiency of the Western grain transportation
and handling system for performance of i}s export functions, and will
also improve the economic development opportunities in terms of agricul-
tural processing, manufacturing and natural resource development of
Western Canada.

h
A compendium of our major research projects will be submitted

as a separate volume within two weeks. A third volume, consisting of

relevant statistical material is in preparation and will be available

before the end of May. . -75--;f7 |
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A. THE COMMISSION

i) Appointment of Commission

Transportation has always played a vital part in the Canadian

grains industry. Canada's unique geography, the location of its

major grain growing areas, and the sheer size of the country have,
since the earliest days of agriculture on the prairies, made it
incumbent upon Canada to have not only a good grain handling and
-transportation system? but the best system it could afford to meet
its needs. ‘

The unique Canadian situation is unlike any other major grain
growing and exporting country. Canada is absolutely dependent on
rail transport to move grain from where it is grown to export posi-

tion.

The prairie grain growing area is landlocked, about 800 miles
from the nearest port, surrounded By formidable geographic barriers;
on the west, the Rocky Mountains; on the north, a waterway normally
-used only 12 weeks a year; on the east, fhe rugged Eerrain of the
Canadian shield and a river system open only about eight months of
the year.

Hand in hand with these limiting geographic features are the
significan} increases in production and export of western grains
and oilseeds over the past few years, to the point whgre three

years in a row Canada's handling and transportation system handled

approximate]y one billion bushels annually. To do this has placed
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an added strain on a system that is essentially unchanged from when

D

A ]

it was completed 50 years ago.
P aa " : .
When the prairie grain handling system was built, it was in a

different era and meant for different conditiong and levels of pro-
duction.

Some forecasters tell us that by 1980, for Canada to maintain
her share of world production an& trade, western producers could
be faced with the production of 1.5 bi]]iov bushels a year: This
was undreamed of 50 years ago.

This is not to imply that there have been no changes in the
grain handling and transportation system over 50 years. In addition‘
to the establishment of the Canadian Wheat Board and delivery quotas,
there have been others. One is the block shipping system, intro-
dﬁced by the Canadian Wheat Board and the industry. Another ‘is the
app&intment by thé federal government of grain movement coordinators
to expedife traffic at the Thunder Bay and Vancouyer ports. A third
is the purc;ase by the fedefa] government of‘é fleet of six thousand
grain hopper cars, with two thousand more now being cqntracted for.

A fourth is the amalgamtion of grain e]evatdr companieé and the
reduction in numbers of elevators, and now the emergence of the so-
.called inland terminals. . '

But none of these changes have been enough. To date, no one

has, in a concrete way, come to grips with some of the more

fundamental problems in the grain handling and transportation system.

One of the more basic of these is the deterioration of the branch

-
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rail lines in the prairie provinces, and the aging of priméfy ele-

vators built a half century ago.

Before 1933, the rai]ways were free to abandon branch lines
as they saw fit. That year, an amendment was passed to the Railway
Act requiring the railways to obtain permission to abandon from the
Board of Transport Commissioners. During the Second World War,
from about 1941 on, the needs of the war effort brought further
abandonment proceedings to a halt. After the war, there was a need
for the railways to upgrade many of their facilities and substantial
investments were made in many areas, but not on branch lines. In
that same period -- the late 1940's and early 1950's -- little
thought was given to the existence of the overbuilt branch line net-
work and its re]ationship“to élleged financial losses arising from
the statutory grain rate.

It was not until the MacPherson Commission in the late 1950's

,» and early 1960's that the magnitude of the branch lines problem was

identified.

¥

}Ih'the early 1960's, the railways applied for a number of
‘l branch 11ne abandonments, leading to concern in many quarters over
the type of system which would be left after such piece-meal abandon-
mgnts
The Commission also led to the development and passage of the

National Transportation Act in 1967. With the intention of passing

legiélation providing a more comprehensive and reasonable basis

for branch 1ine abandonments, the government requested the railways
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to place.a moratorium on branch line abandonments in the prairie

prov1nces
The railways agreed and from 1963 to the passage of the Act
in 1967, only four cases were desgt with. Fo]]ow1ng passage of
the Nat1ona1‘Trunsportat1oh Act.,, the-federal government passed an
0rder~1n-Counc11 which proh1b1ted the'rawlways from applying for
abandonment of all lines in Western Canada except 1,839 miles. In
July, 1973,4at the Western Economic Opportunjties Conference in
Calgary, it was announced that“abandonment of these miles was also
prohibited and the entire system was frozen until January 1, 1975.
In December, 1974, the federa1 government announced that a
basic network of 12\413 miles of line in the prairies was protected
until the year 2000 called Category "A" lines; 525 miles of line
called Category "C" lines which were no longer in use were left
unprotected; and, finally, 6,283 miles of line designated as Category
“B" lines were frozen for at least a year -- th1s freeze has now
been extended until June 30 1977.
To undertake a-series of Regional dnquirieexin areas servéd
by the 6,283‘n11es of branch lines in Category "B","and make
“recommendationo as to their future disposition, the Government
appointed this Commission of Inquiry under Part I of the Inquiries

Act by Order-in-Council No. PC 1975-872. - o
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PC 1975-872

Certified to be a true copy of a Minute of a Meeting of ‘the

Committee of the Privy Council, approved by His Excellency -the

Governor General on the 18 April, 1975.

WHEREAS there is an express need to improve and increase
the capacity and efficiency of the western grain transportation
and handling system for the performance of its export functions;

AND WHEREAS the Government of Canada has guaranteed
6,283 route miles of branch lines in the provinces of Manitoba,
Saskatchewan and Alberta against abandonment until at least
January 1st, 1976 in order to provide an opportunity for assessing
future transportation requirements. -
‘f' AND WHEREAS it is desired to provide a means for investi-
gating the future disposition of the branch 1ines in question..

THEREFORE, THE COMMITTEE OF THE PRIVY COUNCIL, on the
recommendation of the Minister of Transport and the Minister
responsible for the Canadian Wheat Board, advise that, pursuant
to Part I of the Inquiries Act, Mr. Emmett Hall of Saskatoon,
Saskatchewan, be appointed Chief Commissioner and Mr. R.E. Forbes
of Brandon, Manitoba, be appointed Commissioner:

“.1) To inquire into the rail needs of communities,
the economies of a modernized rail system and
the probable conduct of producers and elevator
companies in changing.circumstances for the
purpose of making recommendations concerning the
future role of that portion of the rail network
identified for further evaluation; and

For the purpose of reporting in respect of the
matters referred to in paragraph 1) to receive
evidence from any person, any interested agency,
group or corporation, any representative of the
federal, provincial, regional or municipal
government and any representative of any i
jurisdiction outside Canada who desires or may
be invited to give evidence.
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fhe Committee further advises that:

(a) The Chief Commissioner be authorized to
' adopt such practices and procedures for all
purposes of the inquiry as he may from time
to time deem expedient for the proper conduct
of the inquiry and to vary those practices and
procedures from time to time;

"~ (b) The Commissioners be authorized and requested
to sit at such times and places within Canada
as the Chief Commissioner may from time to °
time decide; :

(c) The Minister of Transpokt in Consultation
with the Minister respgns\ible for the Wheat
Board be authorized to \dejignate a Secretary
of the Commission and such\further and other
inquiry officers, clerical apd office
assistance as may be necessary to aid. and
assist the Commissioners in this Inquiry;

(d) The Minister of Transport be authorized to
provide such space for officers and hearing
rooms for the Commission as the Chief=
Commissioner may deem necessary or advisable;

(e) The Chief Commissioner following the conclusion
of each regional inquiry submit a report and
recommendations to the Minister of Transport
and the Minister Responsible for the Canadian
Wheat Board with all reasonable dispatch; and

(f) The Commissioners be authorized to exercise

all powers conferred on Commissioners by
Parts I and III of the Inquiries Act.

*******************************************************

!

(Mr. R.H. Cowan of Rosetown, Saskatchewan, Mr. Lloyd Stewart of
Rock Glen, Saskatchewan and Mr. Rheinhold Lehr of Medicine Hat,
Alberta were appointed on May 9th, 1975 by Order-in-Council)
PC-1975-1067. . )




ii) Terms of Reference and Objectives

a) Purpose///

A Commission of Inqﬁ?ry has been appointed under the provi-

sions of Part 1 of the Inquiries Act consisting of a Chief Commissfpnér,j
four Commissioners, four Inquiry Officers and a Secretariat in ordek

to undertake a.series of regional inquiries as specified by Order- \

] Y . . . i
in-Council number PC 1975-872. In conducting its investigations, \ -

the Commission will be primarily concerned with an evaluation of = ;.
rail requirements, the response of grain producers, elevator com-
" . panies and the communities to changing circumstances, and the socio-

economic impact of an evolving network.

b) Powers of the Commission

The Commiséion is empowered to conduct hearings in the areas
concerned, to: summon witnesses, }o require the production of docu-
ments, to receive submissions orally or in writing and to assume
all other powers applicable undér Parts 1 and 111 of the Inquiries
Act. The Comm{ssion shall make recommendétions to the Minister of

Transport and the Minister Responsible for the Canadian Wheat Board.

c) Jerms of‘Reference

In view of the complexity of the regional rail network and
the diversity of the Prairip economy, the Inquiry Commission will
devise an appropriate regional breakdown for the evaluation process.
The regionalization methodology will reflect some subdivision ‘based

on such criteria as may be chosen by the Commission.

-8 -




For the purpose of ensuring the maximum degree of public
awareness concerning the nature of the inquiry process, a Commissioner
or a designated representative will visit communities in order to:

1) explain the composition and powers of the
Inqu1ry Commission;

2) ‘explain the rationale employeﬂyfor the
regional breakdown and indicate the precise
region into which each community falls;

3) explain the procedures to be adopted for
public hearings; and

4) indicate the timing and location of public
hearings.

One or more Commissioners will hold hearings at centres in
each }egion in order to give gverybody concerned the opportunity
~to éxpress their views and to present arguments with fegard to the
matters under study. Hearings will be held at such fimes and
places as the Commission may determine.
In conductlng a comprehens1ve evaluation of regional trans-
portation requ1rements, the Commission shall give full consideration

to the\\mp1ications of adjustments to the total grain handling and

transportatio system as they relate to the following areas:

the\grain producers, in terms of the farm to
elewtor trucking patterns, trucking costs
and the level of elevator and rail service;

the communities as they relate to provincially
determined rural develgpment objectives and
overall requirements for transportation

and basic infrastructure planning;

the elevator system in respect to past,

present and anticipated trends in elevator
Tocation, technology, costs, land use

-9 -




regulations, servicing requirements and the
period of time required for making adjustments
to grain handling facilities;

economic development opportunities in terms
of agricultural processing, manufacturing
and natural resource development;

railway network planning, the impact upon
locomotive and equipment requirements of
railway operation under various network con-
figurations, such as track improvements, joint
running rights, line ownership transfers,
construction of spurs and connecting lines

and reciprocal routing agreements;

overall impact upon the regional and national
economies of making changes to railway net-
work configurations with specific reference to
financial implicagions and any changes in

cost allocation between the parties concerned;

7) the need to ensure a consistent and objective
approach taking one region with another.

In developing the areas of investigations, there will be close
consultation with the Snavely Commission and work will be carried

out in such a manner as to ensure the exchange of relevant data.

d) Recommendation Function

”'Fo110w1n§ the conclusion of each regional inquiry, the

Commission will submit a report and recommendations to the Minister

NS

of Transport and the Minister Responsible For The Canadian Wheat
Board. These will permit lines or portions thereof to.be placed

in one of the following categories:

Rl i R e e e S

1) Reallocation of certain lines to the basic
network for protection until the year 2000;

.

2) Retention of certain lines for a period to
be determined to permit the realization of
anticipated developments;

- 10 -




3) Retention for a period to be determined to
facilitate regional adjustment and to
permit completion of related infrastructure
programs;

Incorporation of certain lines or portions
thereof in a more rational network structure;

Removal of abandonment prohibition from
certain lines at a date to be determined
subject to the provisions of Section 254
of the Railway Act.
Without 11m1t1ng the generality of the foregoing, the Comm1ss1on
may make supp]ementary recommendations which could relate to:

1) The physical cond1t1on of ra11way plant and
equipment;

2) The status of railway right of way after
abandonment;

Highway and road programs;

The planning priorities of the grain handling
industry;

Car allocation; ’

The composition of the basic network as °
initially defined; a

Construction of new linkages and interconnections
to permit a more rational network structure;

Other matters which could relate to other
matters relevant to the Inquiry.




B. THE INQUIRY PROCESS

1) Organization'

The Commission established its headquarters at Saskatoon, with
Regional Offices at Medicine Hat, qukatoon, Reging and Brandon.

Hon. Emmett M. Hall, C.C., Q.C. .... CKief Commissioner
R. H. Cowan ' -~ Commissioner

R. Commissioner|
R. CBmmissioner%\
L ‘ Commissioner
J

\‘_,/’
Executive Director

¢

Research

Dr. E. W. Tyrchniewi¢z . Director

Y. Scott Co-Ordinator

D. Neil Research Assistant
T. - Research Assistant
) Analyst

Heather Campbell
Clayton, Sparks and Associates
E. deYong

H. W. Horner

Dr. S. N. Kulshreshtha
Dr. J.A. MacMillan
George MclLaughlin

Carol Nachtigall

PMLP Consultants Ltd.
R.L.*Banks & Associates
Dr. W. winegard‘

*
C %
*
*
*
*
*
*
*
*
*

Counsel
. H. Guile, Commission Counsel - Vancouver

Administration

. A. Buchanan Admin. Assistant
. K. Campbell Admin. Assistant

*  QOther contributbrs to research




Inquiry Officers

. Ferguson Medicing Hat

. Clark ' Saskato

. Thompson ...... Saskatoon
Regina
Brandon

Information

R Director

Information Meetings, Public Hearings and Submissions
\ .
a) Information Meetings

To ensure a maximum degree of dub]ic’awareness con-
cerning the hearing process and to msseminate 1nfdkmdtion to local
groups dnd individuals, information meetings weré conducted. These
meetings, normally spdnsored by a local communiiy association, were
held in rural communities on or closely adjacdht to all Category "B"
rail lines. The Commission's Inquiry 0fficer§ attended these
meetings to explain the compos1t1on and poweis of the Commission and
to explain the procedures to be adopted for 1ater public hearings.

i

Inquiry Officers also used audio visual présentations to provide
1

aud1ences with a background to the prob]ems which led to the estab113h-

i

ment of the Commission. The three pra1r1e,prov1nc1a1 governments

contributed significantly to public particibation in these meetings.

b) Public Hearings

Four types of public hearings were held, viz: Global




Hearings,.Local Hearings, Region;\ Hearings and Final Public Hearings.
(1) Global Hearinﬁs& |
Global hearingsiwere he]ﬂ to enable the railway

companies, the grain companies, the provincial governments,
farm organizations, labour organizations, municipal
government associations, ahd provincial or interprovincial
groups to put forth their positions and recommendations
for an improved transportation and grain handling system
on the prairies: Hearings were originally scheduled for
Saskatoon, Regina, Winnipeg, Edmonton and Calgary;
however, with an overwhelming yesponse from the public,
the Commission extended the hearings to include two sessions
at Saskatoon and Regina. The :\bbal Hearings ran from

October 15th to November 26th, 1975, lasting for 25

sitting déys durihg which time.37 briefs were received.

(2) Local Hel;ings:

Local héérings were held at 77 centres across
!
the three prairie provinces between January 5th and
|
: \
April 20th, 1976. {The object of the local hearings in

rural prairie commdpities was to provide local citizens

o
Fd
!
K
\
!
5
!
;
“
i
1
3
B
K]
3
‘\
£
£
3
e
i
3
28
1
3
i
.
i1
% o
?
L8
38

and groups the oppoﬁfunity to bresent briefs, to outline

their concerns, view% and aspirations to the Gommission,
[{ I

and suggestions for improvements to the grain'handling

and transportation system. Hearings ranged from one to
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‘three days with the Commission sitting a total of 90 days

and hearing a total of 1,180 submissions.

Local hearings

were conducted with at Teast two Commissioners in attend-

ance at the following places:

Waskada
Waldheim
Reston

St. Walburg
Kenton
Lloydminster
Hamiota
Blaine Lake
Medstead
Radville

St. Paul
Bonnyvilie
Smoky Lake
Athabasca
Clyde
Barrhead
Golden Prairie
Swift Current
Shamrock
Mossbank
Dauphin

Swan River
Norquay
Porcupine Plain
Zenon Park

Oakburn
Cremona
Wishart
Benalto
Lake Lenore
Drumheller
Hanna
Wakaw
Donalda
Big Valley
Central Butte
Emerson
Biggar
Struan
Carman
Somerset
Kerrobert
Minto
Naicam
Neepawa
Portage
Assiniboia
Avonlea
Alida
Cardston

(3) Regional Hearings

{
Rockglen
Vauxhall
Glentworth
Arrowwood
Kipling
Schuler
Pilot Mound
Fisher Branch
Empress
Arborg
Teulon
Iddesleigh
Strathmore
Consort
Kyle
Dodsland
Lucky Lake
Acadia Valley
Eston
Kelvington
Jedburgh .
Rhein

Vegreville

Lewvan
Stoughton

Regional Hearings were held at 14 focations as

follows across the prairies, with the full Commission in

attendance:

Fairview, Alberta
Brandon, Manitoba
‘Weyburn, Saskatchewan
Lewvan, Saskatchewan -
Stoughton, Saskatchewan
Stonewall, Manitoba
Gravelbourg, Saskatchewan

- 15 -

Moose Jaw, Saskatchewan
Liberty, Saskatchewan
Stettler, Alberta
Neepawa, Manitoba
Somerset, Manitoba
Yorkton, Saskatchewan
Melfort, Saskatchewan
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During these hearings, the Commission sat for 27 days and
heard 111 submissions. Regional Hearings were/he]d to
examine the transportation and grain handling systems of

a specific area as a unit. Many of these hearings explored
the feasibility of alternative rail configurations and the
impact on the region and beyond.’ %hese hearings enabled
the Commfssion and participants to examine the rationali-
zation of railway lines on a broader scale and the impact

on larger areas than was possible at local hearings.

(d) Finél‘qurings:

Major finai hearings were held at Saskatoon, Edménton,
and Vancouver.f Hearings ran from August 30th to September
15th, 1976, athaskatoon where 41 submissionF were pre§ented.
At Edmonton, nine submissions were made in fhe hearing which
took place September 20th to 23rd, 1976. Nlhearing at
Vancouver heard submissions from 30 groups during a five
day sitting which took place between October 4th and 8th,
1976. The final hearing at Saskatoon was conducted to
explore fully the concept of structuring and maintaining
the most efficient system for transporting grain and |
other commodities in Western Canada as part of a
rationalized railway configuration to serve the needs of

the area to the year 2000. Final submissions were

received from the railways, grain companies, provincial
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governments, municipal associations, labour and farm
organizations.

At Edmonton, the hearing dealt primarily with the
Alberta Government proposal for a North West Alberta
Railway Authority. The railways and other pa;ticipants

dealg specifically with the merits of this proposal. At

Vancouver, the Commission received 30 submissions dealing

with the transportation and handling of grain and other

commodities at and through the West Coast Ports.




CHAPTER

THE FIRST CENTURY

2




" THE FIRST CENTURY

An historical examination of grain handling and transportation
in Canada reveals that this segment of Canadian agriculture has
always been ;-“current" problem. The persistent issues can be
categorized into two broad groups: organizationkof the grain hand]ihg‘
and transportation system and freight rates. Also, this segment bf
_Canadién agriculture has been a'favorité'subject for Royal Commissions
or Spécia1 Inquiries. Starting with the 1899 Senkler Royal Commission
- on the Shipment and Transportation of Grain, and up through the Egr-
rent "Snavely" Commission on the Costs of Transportiqg Grain by Rail
and this Commission, there have been 12 major federalfRoyél Commis§ions,
or inquiries, into the grain induétry and grain transpﬁrtation problems
in Canada. _

There is a popular tendency to suggest that no progress has been
made in the resolution of these issues and that all of these Royal
Commissions, and inquiries, have been for naught.tyln reality, however,
as will appear later, there have been significant changes in the grain
handling system, but on the tranéportation side, little change has
taken place. Much of the raj] network on the Prairies was built 50
to 75 years ago, and, other than the main lines, it has suffered severe
detérioration and neglect. .
Freight rates on grain established in ]897 ha;; fbr the most

part not beep changed since. With the exception of the post wir diesel-

ization program of the railways, the recent injectjon of govermment
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purchased hopper cars, there has been little capital expenditure for
the modernization of grain transportation equipment and facilities.
Many recommendations brought forward by Royal Commissions have
been adopted by the Federal Government. A notable example is the
MacPherson Commission of 1961 which recommended a shift in basic
philosophy of transportation policy from one of a ﬁigh degree of regu-
lation and demand oriented rate making to a policy of deregulation
with competition within and ambng modes as a major "regulator" of
rates. lA related recommendation was the "user pay" concept under
which the user of'transportagion services was expected to pay the

cost of resources used in providing the service; if the user was unable

to pay this cost and the service was deemed necessary to the "pub11c

interest", tre government should then step in and provide any: necessary

subsidy. This basic philosophy was incorporated in the 1967 National
Transportation Act which set out in Section 3 the National Transportation
Policy as f0110ws-*

"3. It is hereby dec]ared that an economic, efficient and
adequate transportation s¥stem making the best use
of all available modes of transportation at the lowest
total cost is essential to protect the interests of
the users of transportation and to maintain the economic
well-being and growth of Canada, and that these ob-
Jectives are most likely to be achieved when all modes
of transport are able to compete under conditions
ensuring that having due regard to national policy

K

* Bill C-33 now before Parliament repeals section 3 and sub- -
stitutes a new section 3 mak1ng substantial changes in the old

section 3.
% .




and to legal and constitutional reguirements

(a) regulation of all modes of transport will not

be of such a nature as to restrict the ability of any
mode of transport to compete freely with any other
~modes of transport;

(b) each mode of transport, so far as practicable,
bears a fair proportion of the real costs of the
resources, facilities and services provided that mode
of transport at public expense;

(c) each mode of transport, so far as practicable,
receives compensation for the resources, facilities
and services that it is required to provide as an
imposed public duty; and

(d) each mode of transport, so far as practicable,
carries traffic to or from any point in Canada under
tolls and conditions that do not constitute

(i) an unfair disadvantage in respect of

any such traffic beyond that disadvantage inhe-
rent in the location or volume of the traffic,
the scale of operation connected therewith or
the type of traffic or service involved, or

.(ii) an undue obstacle to the interchange of
commodities between points in Canada or unreason-
able discouragement to the development of primary
or secondary industries or to export trade in or
from any region of Canada or to the movement of
commodities through Canadian ports;

and this Act is enacted in accordance with and for the attain-
ment of so much of these objectives as fall within the purview
of subject-matters under the jurisdiction of Parliament
relating to transportation. 1966-67, c. 69, s.1."

Canadian Transport Commission

The National, Transportation Act established the Canadian Transport
Commission as the regulatory body to imﬁ]ement the changes thus con-
templated. A.discuésion of the successes and failures of the Canadian

Transport Commission would be most fascinating, however, that would be
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outside the scope of this Commission. It may, however, be said that
public opinion in the Prairie Provinces, as expressed at Commission
hearings, holds that the Canadian Transport Commission did not fulfill
its proper role in regulating CP Rail and Canadian National Railway
insofar as maintenance of branch Tines in Western Canada is concerned,
and in the administration of the subsidies made available for the proper
maintenance of these branch 1ines. The failure to compel the Railways
to carry out repairs to bridges and trestles, as they were required to
do by the Railway Act was stressed. The CP Rail bridge at Clearwater,
Manitoba, and bridges on the CP Rail Alida, Lyleton and Colonsdy sub-
divisions were specific examples brought to the Commission's attention.

A prime example of Canadian Transport Commission indecision and
procrastination relates to its discussion with CP Rail rélative to the
bridge at Clearwater on the Napinka subdivision. This bridge was
judged by CP Rail in 1968 to be "unsafg" following high water in the
spring of that year. CP Rail have seFQiced the points on its subdi-
vision-from each end of the subdivision since that time.

in 1975, the Napinka subdivision was made a part of the basic net-
work and pursuant to the Prohibition Order #5, abandonmené of this subdj-
visipn fs prohibited before January 1, 2000. On November 26, 1975, the
Canadiaq Transport Commission. interpreted the prohibition ordertgs an
order‘to‘restore‘operations. At the.same time, the (Canadian Transhort

"~
Commission requ1red 1nformat1on on how CP Rail was servicing the line.

-~ On. March 2, 1976 the Canad1an Transpo;% Commission informed CP Rail

that they were "assessing the situation". The decision regarding the

bridge is therefore in abeyénce,and the bridge remains out of serVice.
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The Commission views with concern the action of the railway to

render service in keeping with the convenience of the carrier rather

thén service as required by the public and in keeping with the intent

of the laws of the land.

There were also complaints that the Canadian Transport Commission
indulged in indecision and delays in respect of approval for CP Rail
double tracking improvements in the mduntain region. Another complaint
was about the de]ay‘in having the railways abandon the Edmonton-Calgary
cross-haul operation. But perhaps the dominant criticism was that the
Canadian Transport Commission, being Ottawa based, was unaware of and

~was not responsive to Western problems and needs.

An Overview

The objective of this chapter is to provide an overview, or
setting, for the report. Part I provides an historical perspective
of the Prairie grain handling and transportation situation including
a sketch of railway construction in Western Canada, establishment of
the Crows Nest Pass grain rates, and the evolution of the grain
handling system. Part II reviews the work of previous Commissions’
of Inquiry, specifically the Duff, Turgeén and MacPherson Commissions.
Part III;%zscribes the present“situatipn, since the MacPherson
Report and up to the~e§tabiishment of this‘Commission. The chapter
f concluded with Part IV which is an overview of future transportation

| requirements, espécia]]y for grain, coal, forest and other bulk

-commodities.




I. HISTORICAL PERSPECTIVE OF THE PRAIRIE GRAIN HANDLING
AND TRANSPORTATION SYSTEM

To understand the problems and alternatives being faced by the
grain handling and transportation system today, it is necessary to
have some understanding of the conditions under which our railways

came into beyég, and how the grain handling sysEem has evolved,

/

Railway Congtruction

The thadian Pacific Railway was conceived in the early years
of Confedé;ation, as an instriment for unifying the country. Canada
then consisted of New Brunswick, Nova Scotia, Quebec, Ontario and
part of Manitoba. Two years later, the Government bought from the
Hudson Bay Company the vast and relatively unknown‘area of the
Northwest Territories, the part of Canada that was later to become

the present day provinces of Manitoba, Saskatchewan, Alberta, and

the Territories.

In 1870, the Prime Minister, Sir John A. Macdonald, for the

purpbse of securing British Columbia's entry into Confederatiqn,
promised a transcontiﬁénta] railway. Canada, at that time, was not
yet four years old, with a population of only three and a half
million of which there were about 2,500 across the whole of the
Northwest Territories; and here was the Prime Minister promising to
construct the gfeatest of af[ railways, longer than any line yet
built, and almost one thousand miles longer than the first trans-

continental railroad - the Union Pacific—Centrd] Pacific - which




the United States, with a population of almost 40 million, had only
just managed to complete in 1869. That line was far to the south of
the 49th parallel. A second transcontinental line, the Northern
Pacific, lying well within 200 miles of the’Canadian Boundary was
projected, and construction commenced. A transcontinental raitway
wholly within Canada came to be regarded as- indispensable in the
National interest.

It was to take fifteen years to build the railway to the
Pacific, and in the process did much to fill up the empty spaces on
the western plains with settlers and the beginnings of settlements,
and joined together the vast land from sea to sea.

After building the Canadian Pacific Railway aain line to the
Pacific, branch ]ines were extended quickly in the west to develop
traffic for the main line. The territory south of the main line in
Manitoba, for example, was adapted to railway construction and
settlement, and was quickly consolidated. More extensive lines were
run out from Regina, through Saskatoon, to Prince Alberta in 1890;
from Ca\ggry to Edmonton in 1891 and from Calgary south to Fort 7
MacLeo@ iA\1892. In the early 1900's, to take advantage of the boom
period, lin s were rapid1y extended north and south of the main line
on the‘prair%es.

Qénadian&transportation policy began to change somewhat, with
the c;mp1etion\of the Canadian Pacific Railway line to the Pacific.

The change was signalled, in 1888, by the suspension of the monopoly
\ .

given to the company just seven years earlier, and seems to h@ve been

i : / }
h !
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caused by‘fgafs that the rapidly growiﬁg Canadian Pacific Rai]way
would not serve:the public interest.
The change in policy blossomed into outright regulation when,
in 1897, the government in§isted on certain rate reductions in response

|
to the Canadian Pacific Railway's request for aid in tpe construction

of the Crows 'lest Line.. This was the Crows Nest Pass Agreement which
reduced freight rates on wheat bound for export through the Lakehead, ‘
and on a number of types of westbound freight. The policy of requ
lation was formalized in 1904 when the Board of Railway Commissioners,

now the Canadian Transport Commission, was formed.

The next decade and a ha]f)iaw a continuation of the policy

of encouraging the expansion of/rail lines on the one hand, and of
regulation on the other. Two new transcontinental railway systems -
The Grand Trunk-Grand Trunk Pacific, and the Canadian Northern - were
undertaken by private interests with substantié] assistanceifrom the
Dominion Government, |

In 1896, the Canadian Northern Railway was formed, when it
acquired a charter granted, in 1889, to the Lake Manitoba Railway
and Canal Company, for the constructfon of a 123 mile line from
Gladstone, through Dauphin, to Winnipegosis. Subsequently, through
leasing, absorptfon apd new construction, the Canadian Northern ha&
a network of rai%ways connecting and, radiating from such centres as
Edmonton, Calgary, Moose Jaw, Regina, Saskatoon, North Battleford

and Prince Albert. 1In 1902, the company obtained-authority to

build a railway from Port Arthur to Montreal. 1In-1915 the last spike
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¥
was driven in the Canadian Northern's transcontinental network.

{
However, the 11ﬁe had been largely sponsored by government, which

provided funds Ly guaranteeing bonds, and both in 1915 and 1916

further government assistance was needed to keep the line afloat.

In 1902, the Grand Trunk Railway sought assistance to develop
a transcontinental system. The government eventually agreed to build
this from Moncton to Winnipeg and lease it to the Grand Trunk Railway,
which would construct the line, known as the Grand Trunk Pacific,
from winnipeg”fsh?he Pacific Coast, through Edmonton and Yellowhead
Pass, guaranteed by the Dominion Government.

By 1916, these two new transcontinental‘rai1ways were in
serious troublé, and it was realized that the prairie rail systel
was over-built. This set the stage for the first of several twéntieth
century Royal Commissions to study Canada's railways.

The Commission, known as Drayton-Acworth, recommend¢d that the
pominion Government take control of the Grand Trunk, Grand Trunk
Pacific and Canadian Northern, that ownership of the compami
to a Board of trustees of "The Dominion Railway Company", that thr
government-owned railways, the Intercolonial, the Prince Edward
Istand and the Transcontinenta], be handed over to the Company; that
the Government assume responsibility for the interest on existing
securities, and that the board be permanent'and self-perpetuating
in order to isolate it from politics.

These recommendat{ons were accepted, and in 19i9, with the

passage of the Canadian Nationa] Railways Act, there came into
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being what we know todays as Canada's second national railway
‘company. The formation of the Canadian National Railway effectively
killed any chance of the Canadian Pacific Railway having the monopoly
it desired, while at the same time, preserved competition with the
privately owhed company.

The Canadiaﬂ National Railway came into beipg carrying a massive

financial bu;deﬁi By 1935, the company was labouring under $1,255
million in bonded indebtedness, and_ﬁlilgl million of inherited debt.

Unlike the Americah system where unsucceSsful companies were allowed
to go into bankruptcy while the physical properties remained without
the encumbrance(of old and unpaid debts, in Canada the sins of the
father were visited upon the child, and thg Canadian National

Railway was forcéd to shoulder the debts for which it was not, per |
se, responsible and which it could never hope to repay. Although some
adjustments have been made, Canadian National Railways still carries

a long term debt of $2 billion.

Because the Canadian National Railway was the propérfy of the
Canadian people, it was expected to be more responsible than other
transportation concerns for the general welfare of the communities
it served. As early as 1923, the company was committed to development
work, such as immigration and land settlement, from which no immediate
financial rewards would accrue and the u]tihaté benefits of which
would he]p Canada as a whole.

The real struggle, however, was for revenues. By 1928, this

4

{
had largely Tocalized in the rich agricultural areas:of the northwest:
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In detérmining which of the two railways was to blame for branch
line duplications, it is essential to bear in mind that the Canadian
National Railway had received, as a legacy from the Grand Trunk
Pacific and the Canadian Northern, "settlerssrights" in the wheat
bearing districts of northern Saskatchewan and in the Peace River

in Northerh Alberta. The territory of the Canadian Pacific Railway
lay to the south, and it was only when the horthefﬁ lands beéan to
produce and bring prosperity to those areas that Canadian Pacific
Railways décided seriously to penetrate into a region which was tra-
ditionally the property of its rival. A long battle between the two
railways resulted in 1929 in the acquisition from the Alberta Government
of‘its northern railway property by both systems, which agreed upon
joint operations'under the name of Northern Alberta Railway. But
elsewhere there was the minimum of co-operation.

On March 29th, 1929, the Hudson Ba; road qas completed and
ultimately, in 1956, given to the Canadian National Railway. No
provisioﬁ was made to carry grain traffic originating on Canadian
Pacific 1ines despite the existence of physical intefchanges betweenv'

the two railways in northeast Saskatchewan.

t
|
v

i The economic crisis of 1929 and the ensuing depression br#ught

on the Duff Commission in 193%™ which was appointed to: /

“... inquire into the sole problem of transportatiom
in Canada, particularly in relation to railways,
shipping, and communication facilities therein,
having regard to present conditions and the probable
future .developments of the country..."




While the Commission reeognized several roots to the problem,
including the depression, competition from highwéig and the financial
burden of the Canadian National Railways, much of the blame was laid
on unwarranted competitive expansion by the two rail systems. The
Commission did not see a monopoly as being the solution to this
problem. Instead, closer regulation of the industry was recommended
for its own as well as public interest, as follows:

1) "That the Board of Directors of the Canadian
- National Railway be replaced by a Board of
Trustees very similar to that outlined by the
previous Commission.
"That steps be taken to see that the two
railways co-operate as much as possible, and
that an 'arbitral tribunal' be established
to encourage co-operation between the
railways."

The Canadian National-Canadian Pacific Act of 1933, the
outcome of the 1931 Commission, was.designed to stop wastefu] com-
petition. It en301ned the railways to enter co-operative agreements,

but stopped short of coifplete amalgamation.

By 1935, the railway mileage had reachedze total of 19,285

as shown hereunder:

4 TABLE II-1
Rail Miles of Track 1906-1935
Manitoba | Saskatchewan Alberta

’

2,774 1,957 1,235
3,221 2,932 1,488
4,498 5,327 3,174
4,404 . | 6,220 4,474
4,539 7,056 4,965
4,41Q 8,175 5,607
4,970 8,555 5,760




In 1965, the Province of Alberta undertook thé construction of
a line called the Alberta Resources Railway from Hinton; Alberta to
Grande Prairie in the Peace River Block. Management and operation of
the line was contracted to Canadian Nationaf Railways, which commenced
operation in 1970.

While this construction was taking place, some abandonments were

being made as follows:

TABLE I1-2
Branch Line Abandonments
1945 - 1963

Year Subdivision From -- To : Mileage

CANADIAN NATIONAL
1950 Spondin Spondin - Hemaruka, Alberta 24,
1952 Lampman Goodwater - Blewett, Saskatchewan - 22.

1960 | Wakapa Neelin - Deloraine, Manitoba . 62.
Oakland Amaranth. - Alonsa, Manitoba 18.

1963 | Central Butte| Grainland - Dunblane, Saskatchewan 25.
Victoria o ' v
Reach Beaconia - Victoria Beach, Manitoba 23.

Total Canadian National

CP RAIL

1952 Lorraine Bulwark - Berkinshaw, Alberta
| Youngstown Coronation - Youngstown, Alberta

1954 | Whitkow Redfield - Ravenhead, Saskatchewan

1960 Reston R&ston, Mari. - Woldeley, Sask.
Neptune Tribune - Neptune,{Saskatchewan

1961 McAuley Kirkella - McAuley, Manitoba

1962 Snowflake Snowflake - Windygates, Manitoba
Fallison Snowflake - Fallison, Manitoba
Kaleida Rudyard ‘- Kaleida, Manitoba

Lac Du Bonnet| Great Falls < _Lac du Bonnet, Manitoba
Rosetown Gunnworth - ;B§e§Ewn, Saskatchewan

Lorraine Coronation - Bulwark, Alberta

1963 Rapid City | Rapid City - Minnedosa, Manitoba
: \3 Total CP Rail '

{TOTAL ABANDONMENTS 1945 - 1963

|
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- Construction of the Great Slave Lake Railway commenced in 1962

and regular operations began in 1969. The line was built by the
Dominion governmeﬁt at a cost of $75_ ']1jon with a contribution of
$20 million from Consolidated Mining and §< 1ting Company, $15 million
of which has been paid to date. The line was given to Canadian National
Railways and is operated as an integral part of that system.

Other railway lines were built in Northern Manitoba between 1929
~and 1968 to serve mines and industries. These lines were built from
public funds and are now part of the Canadiaﬁ National Railway systeﬁ

serving such centres as Thompson, Flin Flon and r}nn Lake.

Crows Nest Pass Grain Rates

Knowledge of fﬁe situation which existed in Western Canada prior
to 1897 is necessary for understanding the rate structure for prairie
grain and flour which ensued. Most of the development which had
occurred in the West by the late 1880's, had been in Manftoba, then
the centfe of brairie grain produétioﬁ. BefOﬁé 1883,\however, there
‘was no Canadian rail line connecting Manitoba:to the East. Grain
had to be shipped through St. Vinceht, Minnesota, fq the Great Lakes.

This indirect shipping of grain was very costly.-

In 1883, Canadian Pacific Railway completéd its line from Winnipeg

B to Fort William/Port Arthur. It provided a more direct route to the

East for grain producers.A However, since Canadian Pacific Railway
" had the only rail line in the region, it was ablp to exercise a great

deal of monopoly power and adopt a value-of—service'pricing policy.
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Freight rates were set just sufficiently below the rates fhr&ugh

St. Vincent to divert the grain to the all-Canadian route. ‘As a
re?ult, Canadian Pacific Railway's rates were higher than the actual
coSts Justified.

Between 1886 and the mid-1890's, prairie farmers were able to
exert enough pressure on Canadian Pacific Railway to reduce its rates.
During this period, freight rates for grain were reduced from 28 cents
to 17 :entskper hundredweight from Winnipeg to the Lakehead; from
60 cents to 29 cents per hundredweight from Calgary to the Lakehead.
B} the mid-1890's, rates had decreased considerably although there
were stil1l groups which maintained that they were too high.

From a political standpoint, there had been continuing debate
during this period, regarding freight rates in Western Canada. In
1857, the Liberals, upder Laurier, had just ended their first year
in power. The economy of the country was in stagnation, touching the
bottom of one of the most severe recessions of that era. The export
market was weak and international markets were depressed. .Canada
faced the loss of prefewential status as a supplier of resources to
England, and was having difficulty i; penetrating the large American
- market.

Interest in south-eastern British Columbia was expanding. In
the middle 1800's, the era was known to be rich in minerals. The:

production of gold, silver, lead and zinc in the 1880's made Nelson

one of the 1arges¢ towns west of Winnipeg. The transcontinental

lines, however, ran north -and south of the area. One of the two
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United States' lines passing closest to;the regiqn, the Great Northern,

reached Nelson by branch 1ine in 1895. The penetrétion‘of this branch

'A;bline into an area of Canada, particularly one with such potential,

was viewed with alarm as an 1nfr1ngement on Canadian ggvere1gnty
. As it was, the Prov1nce of British Columbia and Canadian Pacific
Railway both wanted a railway line built into the Kootenays. In 1888,

/

the Crows Nest and Kootenay Lake Railway Company (renamed the British

| Columbia Southern) was granted a charter to build within British Coldmbia

from Crows Nest to the Kootenays. Canadian Pacific Rhi]wayJ on the

other hand, had been preparing for a line into the Kootenays by acquiring,’
in 1889, a charter which enabled the establishment of a connection by

water and rail between the northern Canadian Pacific Railway line,

“which ran through Kigking Horse Pass, and the Kootenays, a rouhdaont

¢

nd impractical route. In 1892, Canadian Pacific Railway, in anti- ©

cipation, leased a line from Dunmore to Lethbridge, Alberta. The X
early 1890's found Canadian Pacific Rai]way in the process of bar-
gaining with the Federal Government for a subsidy to build the line.
Both the Liberals and Conservatives subscribed to the policy of rail-
road sﬁbsidization, but differed on the actual terms of the agreement.
In any event, with the émount of government support, well over 50
percent of costs, and the expectat1on of profit, Canadian Pacific
Rarlway wou]d have been ab]e to build the line with 1ittle, if any,
of its own funds.

Political preséures in the form of ahti—monopoly.sentﬁment wére

11
3

strong among Westerners, and among many non-industrial Easterners,
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jn thelyears prior to 1892. Opposition was voiced against the res-
trictive tariff laws ﬁhen in effect -wﬁich, it was felt, maintained
%igher prices for the industrialists, at the expense of the rest of
~the nation. In addition, the West‘had opposed the monopoly power
grantéd the Canadian i kailway by the 1881 Canadian Pacific
Railway Act. \Desp e;the grgqwing.discontent over rates, the
;Canadian Pacjfic Railway increased thé‘NEEtQKP.freighh rates in 1883.
Western opposition finally succeeded in forciﬁb\yhe Government, on
Apri],]é, 1888, to buy back\the guarantee of the C pany'monopo1y,
thereby alTowing the constfuction of competing provincial and private
lines. In 1895, a Commissien_was appointed to inyestigate rates, but
brought little sat1sfact10n to th west Howevgr, three objectives of
the anti-monopolists were rea11z d in 1891\\1 Mriff laws were relaxed
in May; the‘Crows Nest Pass Agree nt in June gancelled .the Canadian
Paciffc Railway's freedom from Government_r .e control; and rates on
-certain importanf commodity movements were lowered. /
The original Crows Nest Pass Agreement was basically a con;fact

between the Government of Canada and Canadian Pacific Railway/

It stipulated that, in return for a subsidy to help in ;Dg{construction

of a rail line into the mineral-rich Kootenay region of British
Columbia, Canadian Pacific Railway would agree to mg{gfsevera1 con-
ceséions to the Government. The controversial C owé Negt Pass grain
freight’rates, one of these concessions, were 1nitia11yuon1y a part of

the Agreement.




‘-.\
\\,
\

The cash subs1dy from the Federal Goyernment eventually amounted
to more than $3.4»million. Canad1an Pac1 1c Railway also received
3,755,733 acresxdf/fe£32from the Governme t of British Co]umb1a,
including lumber and miherals. Of this 1%nd, Canadian Pacific Rai]wey

’f,transferred 50 thousand acres of coal bear1ng land to the Dominion
\ Laph 15 of the Crows Nest

|

es for grain and flour

Government, under the prov1s1ons of Parag
)Pass Agreement. In addition, freight rat

moying from the West to the Lakehead wereEreduced in two stages by
~three cents per hundredweight. The effeccive rates on September 1,

1899; from Winnipeg became 14 cents per hundredweight; from Regina,

20 cents per hundredwef@hé and from Ca]gaﬁy, 26‘cents. While the

rates for grain and f]our\hwye to be in effect in perpetuity, they

were applied for only a Tittl more than seven of the first twenty-

six years of the Agreement, as shown in Tab]e I1-3.

In 1902 and 1903, Canadian Nonthern Railway made agreements
with the Provihcia] Govérnments cf Ma itobé and Saskatchewan to reduce
its rates on all commo?1t1es ‘ In order 'o remain compet1t1ve,

Canadian Pacific Railway had to reduce 1ts rates below the Crows

Nest 1eve1s This cont1nued until 1918 Ih the interim period, the

y Parliament. 1In

Board of Railway Commissioners had been estab i;:ed with comp]ete

;icontro1 over all rate levels, except those set
early 1918, both ra11ways applied to the Board for general rate
increases. These were granted, except for the rétes on grain and
flour, which were increased only to the Crows Nest rate 1eve]."Later

in 1918, the Crows Nest Pass Agreement was suspended, under the
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W TABLE 11-3 l

Ratés on Grain to Fort William-Port Arthur From Selected Points
(In cents per 100 pounds: Crows Nest Pass Rates = 100 in index)

From Winnipeg From Regina From Calgary
" Cents Index Cents Index Cents Index

Before August 1898 17 i\121.4 23 115.0 | 29  111.5

August 1,-1898 - 1
August 31, 1899 15% | 110.7 21% - 107.5 105.8:

September 1, 1899 - '
October 6, 1903 14 ° 100. 20 100.0 * 100,

October 7, 1903 -
May 31, 1918 0 - 714 | 18 90.0 92,

June 1, 1918 -
, August 11, 1918 12 85. 20 100.0

August 12, 1918 - _
September 12, 1920 14 ‘100. 120.0

September 13, 1920 - g
December 31, 1920 19 135, 162.5

_January 1, 1921 - L
November 30, 1921 18 128. 155.0

December 1, 1921 - ;
July 5, 1922 17 221, 29\\ 145.0

July 6, 1922 to date 14 100. 20 N 100.0 26

@

Source: Adapted from Index Numbers of Rai]wéy Freight Rates,
1913 - 1936 (Ottawa, 1938). i

N

War Measures Act, in:order to allow railways to increase their rates.
This was done so that they would be able to ipcrease the wages they
paid their employees in order that threatened strike action could be

averted. ‘ N




For the next four years, freight rates were considerably above
the Crows Nest leveis In 1922‘ however, the Crows Nest rates for
grain and flour were restored qnd in 1924 the full Crows Nest Pass
Agreement came back“xpto effect.‘ Under a literal 1nterpretat1on of
’the Agreement, the railway were compelled to apply these rates on only
ithose Tines which had been in existence at the time the contract

~ was signed (1897). The rates being applied on newer lines were not
subjected to the Agreement. In 1925, Parliament cancelled the

Crows Nest Pass rates on all commodities other than grain and flour.

Grain and flour rates were m:?p/st ory and wére to apply to all

points on a1l Vines west of Fort i 5Fort William. In 1927,
the Board of Transport Commissioners myde equivalent rates applicable
to grain and flour moving to the Pacific Coast ports for export.
This provision was extended to the Port of Chur6ﬁ311 in 1931. Sub-
sequent alterations to the statutory”rates.have been c%9f1ned to. ‘
extensions in the grain categorles covered.

Section 271 of the Railway Act (Chapter R-2, R.S.) now reads
> as follows: ‘ |
. Crows Nest Pass rates
1) "Rates on grain and flour moving from any point on:
any/ line of railway west of Thunder Bay, over any
life of ra11way now or hereafter constructed by any
company that is subject to the jurisdiction of -
L "‘\\,/ ~~-.Parliament, shall be governed by the provisions of
, g the agreement made pursuant to Chapter 5 of the
T Statutes of Canada, 1897.

"... Rates on grain 4and flour for export through Nest
Coast ....




t

"Rates on grain and flour moving from gny point on any
line of railway west of Thunder Bay to Yancouver or
Prince Rupert for export over any line of Failw
now or hereafter constructed by any company that is
subject to the jurisdiction of Parliament shall be
governed by the provisions of paragraph 2 of General
Order No. 448 of the Board of Railway Commissioners
for Canada dated Frwday the 26th day of August 1927.
"... Rates on grain and flour for exporﬂ'through
Churchill

3) “Rates on grain and flour moving for export from
any point west of Thunder Bay or Armstrong to
Churchill over any line of railway of any company
.that is subject to the jurisdiction of Parliament
“shall be maintained at the level of rates applying
on the 31st day of December 1966. |

. Non application of Section 3 N\
"Notwithstanding section 3, this section is not
limited or in any manner affected by any Act of the
Parliament of Canada, or by any agreement made or
entered into pursuant thereto, whether general in

"~ application or special or relating only to any
specific railway or railways.

1960-61, c.54, ss 1, 2; 1966-67,.c."

Evolution of the Grain Handling System

By the turn of the century, grain production was the dominaat
business in Western Canada. 1In 1901, approximately 3.5 million acres
had Eeen planted to major crops. The Winnipeg Grain Exchange had |
been establlshed 1n 1887, and in 1903, it opened a futures market
During this per1od, grain marketingitook place 1arge1y through the
Exchange. The primary elevator system had begun to develop, and in
1900,:there were 454 elevators with a licensed capacity of 12.8

million bushels. In addition, there were numerous flat warehouses in

‘ existence, but few of these were built after 1900.
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This period also saw ;he okigin of the producer car concept,
which still exists tpday. This privilege haq its root #n a dispute
"~ involving the owners of the earliest elevators, the owners of flat
warehouses, and the railways. jAs country e]evat&rs began to make
their'appearance in Western Canada, the flat ﬁarehouses, which had
been the original facilities to accumulate grain fof lodding. to rail
cars prior to that, became technically obsolescent. The elevator was
a far superior facility to achieve expeditious turn-around of cars,
and recognizing this, the railways agreed to supply cars only to the
e]evatdr and not to flat warehouses. Both warehousemen and producers
protested this situation, with producers':priTary concérn being that
the destruction of competition at these points would force them to
deal with elevator syndicates.

The issue raged along with a numbe; of controversies just prior
to the turn of the century, and in 1899 the Federal Government
appointed a Royal Commission to inquire into producers' complaints.
The recommendations of the Royal Commission led to the passage,of the
Manitoba Grain Act in 1900 which .made provision for regulation of the
grain trade. In addition it included a clause prohibing the railways
from refusing to provide service to flat warehouses.

Amendments to the Act in 1902 introduced the g;r order book.
Persons wishing to ship grafn were reqyired to place an app]icatibh
in the car order book, maintained by the railway agent, and cars

had to be distributed in order of application.

3

The provision of the legislation protecting produceré' rights
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to obtain cars was bﬁeacheé by Canadian Pacific Railway in 1902, ’
and charges against the railway were 1¥jd in the well-known Sinté]uta
ca;e. The case waslcarried to the Supreme Court 9f Canada. Canadian
Pacific Railway lost, and a provision permitting producers to order
their own car has lived on to this day, but is rarely used. The
absencezof’rai1way agents at most points has made the order book
requifements quite useless. .

. Country elevators at this time were operated by persons and
companies engaged in grain merchandising. The Royal Commission of 1899
pointed out that a standard elevator of 25 thousand bushels would
have to handle three times that quantity,\at the then current handling

tariff of 1.5 cents per bushel to be a profitable venture. kicording]y,

the Commission went on to say, the lelevator operator can only mg\e a

profit when he is also engaged in gLa1n merchandls1ng and "makes
buyers' profit on grain handled by himself in addition to the profit
on storing and handling."

The first to engage in_construction of e1evators.were the flour
mills with the Ogilvie Milling Compgny constructing the first elevato
in Canada at Gretna in 18811 The Nérthern Elevator Company was the
first of the so-called "1ine“'e]evétor combanies to construct a chain
of elevators to act as their own source of supply for grain merchan-
dising. |

The important features of the early development of the grain
handling system was tﬁe close ré]ationship_between grain handling

and grain merchandising. As producer owned elevator comparies came

4
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into existence they too followed this pattern.

The Grain Growers Grain Grain Company was formed in 1906 by a
few determined members of an early producer organization - the
Territorial Grain Growers Association. The concept of producers

Jentering the grain merchandising business to offer competition to the
line elevator companies, wJS first given effect by these individuals.
The Grain Growers Grain Company originally had no physical facilitigs.
However, producers' organizations had brought sufficient pressure fn
provincié] governménts for public ownership of elevators that in 1909,
the Manitoba Government agreed to construct a chain of facilities.

The Governmgnt eventually built or acquired 174 elevators, but finan-
cially the venture was a failure. Most of the elevators were first
leased and eventually sold to the Grain Growers Grain Company. Thus
the company acquired the facilities which it needed to put it on an

equal footing with the line companies. The Grain Growers Grain Company

became United Grain Growers in 1917, when it amalgamated with the Alberta

Farmers Co-operative Elevator Company Limited. The situation remainqd
more or less static until the formation of the Alberta Pool in 1923, \
and Manitoba and Saskatchewan Pools in 1924. The Saskatchewan Pool |
acquired the assets of Saskatchewan Co-operative Elevator Company. Thé
Manitoba andl Alberta Pools built their own facilities. |
The syory since 1938 has been one of amalgamation so that today
there are 1 .companies, eight of which are major, actively engaged

in operating primary elevators in Western Canada. The history| of




these amalgamations is as follows:

ORIGINAL COMPANY

Anderson Grain Company
Gillespie Grain
‘Reliance Grain

"Midland and Pacific Grain
Company

Canadian Consolidated Grain
Company

Canadian West Grain
McCabe Grain

Reliance Grain

_Western Grain

Independent Grain Company
Inter-0Ocean Grain

Nationa] Grain
lWestern Canada Flour Mills

Alberta Pacific and Federal
Reliance Grain Company

Northern Grain Company
Lake of the Woods
Ogilvie Mills

Federal Grain Company

" Robin Hood Elevator-Moose Jaw
Quaker Oats Elevator-Saskatoon

E1lison Milling Company

" NO. OF

ELEVATORS PURCHASED BY

6
N/A
- 110

65

1
1
18

United Grain Growers
United Grain G%zwers

United Grain Qrowers
United Grain Growers

United Grain/Growers
United Graiq Growers
United Graiﬁ Growers

Pioneer Grain Company
Pioneer Grain Company
Pioneer Grain Company
Pioneer Grain Company

Cargill Grain Company

Manitoba Pool Elevators
Manitoba Pool Elevators
Manitoba Pool Elevators

Alberta Wheat Pool

Manitoba, Saskatchewan
and Alberta Pools

Manitoba, Saskatchewan
and Alberta Pools

Manitoba, Saskatchewan
and Alberta Pools

Parrish and H§imbeckér
Parrish and Heimbecker
Parrish and Heimbecker

-- The Federal Grain, Alberta Pacific and Searle Grain Companies

amalgamated in 1967.
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In 1976, a new produéer oraanization entered the fieid, the
Weyburn Inland Terminal Elevator Association, which constructed a one
million bushel capacity elévator. Two similar faci]ities are being
projected by groups of producers at Rockyford and Champion, Alberta.
These plants and the new Cargill plants at Elm Creek and Rosetown are
being referred to as Inland Terminals. They are not, in fact,'terminals -
;bup are large high-throughput primary elevators licensed as such by
fhé Canadian Grain Commission and #re capable of cleaning grain to
eXport sf;ndards. The Weyburn plant has a storage capacity of 1.0
‘million bushels, Rosetown and Elm Creek were constructed with one-half
million bushel capacity. ;Future inland terminals will be smaller,
as a result of rising capital costs" according to Mr. Roger Hurray,
President of Cargill Grain Company of Canada. . He suggests that in
the future, 300 thousand bushel capacity p]anfs,:ipcluding cleaning

and loading éapabi]ity, may become the norm.*

The larger units being constructed by the Manitoba Poo]iE]evatOrs,

Saskatchewan Wheat Pool dnd Alberta Wheat Pool are in the 140 thousand

to 170 thousand bushel capacity range. Saskétchewan Nheqi%Poo] |
recently opened a twin scale plant at Mossbank of 150 thousand bushel
capacity, capable of cleaning 600 bushels per hour. United Gréin Growers
are now constructing a 370 thousand bughel plant at Dawson Creek,

British Columbia.

Capital requirements for the next ten years of the primary

* Roger Murray, President,Cargill Grain, Speech to Palliser
Wheat Growers Annual Meeting, Saskatoon, January, 1977.
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elevator industry are said to be in the neighbourhood of $500 million.

In addition, an added cost has been imposed to convert to metric.

It is-said to cost $2,200 per elevator or $8.0 million for the system,

Origins of a Wheat Board
|

i
|

Suspension of the open market was effécted in 1917 and the
Board of Grain Superviso;s was established to control distribution
and the price of Canadi?h’Wheat. This vae was necessitated by the
centralized buying on béha1f of allied Governments which had effectively
cornered the market. Prices had risen to unprecedented levels and
rémained well above $2.00 for the duration of World War I.. By compa-
rison, for the five year period from 1908/09 to 1913/14, prices
averaged about $1.00 per bushel and ranged from about $0.80 to just
over $1.20. ’ |

" At. the end of the\war; the first Wheat Board was established to
market the 1919/20 crép.' Establishment of the Wheat Board followed,
by only ten days, the disbanding of the Board of Grajn Supervisors and
the re-establishment of futures trading on the Winnipeg Grain Exchange
on July 21, 1919. o

The Wheat Board was establjshed'ih response to the centralization

andvgovérnment cohfro] of buyiﬁéﬁﬁhigh had developed in importing
countries intent ubon fébﬁi]ding their economies following the disrup-
tive effects of the Great War. During 1919/20, when the Board was in
existeﬁce,.prices again ranged over $2.00, but in 1920/21 and 1921/22,

an almost continuous price decline occurred, and wheat sold around




,) ’

the $1.00 per bushel mark until the end of the 1923/24 crop yeaf.

k]
The hjgh prices of the 1917-20 period became associated with the

existence of centralized selling, aéd farmer organizations pressed :

for the continuance of the Wheat Board. The Government, however,

took a different view and the open marketrwas re-established in 1920.
" With the failure to secure the continuance of a Wheat Board,

the various farm brganizations turned to co-operative price pools.

In 1923, the Alberta Co-operative Wheat Producers Ltd. was organized

and began acceptai;g deliveries. This was followed in 1924 by the

l

formation of the Saskatchewan and Manitoba Pool organizations. /f

The Canadian Wheat Board -

The emergencelof the Canadian Wheat Board, and the strategies
which attended its development have been among the most important
influences on the gra%n hand1ing and transportation system. The
genesis of the Canadian Wheat Board can be traced to the formation of .
producer co-operatives. Producer dissatisfaction with the daily
fluctuations inherent in the open market led td thé organization of
provinci%l co-operatives whose objective was to estab]%sh price
pooling mechanisms. In 1924, gﬁ;se organizations.formed the Canadian
Co-operative Wheat Producers Limited as-a Central Selling Agency,
to market Qheat delivered to the Pools.’ Part.of the strategy.emb1oyed
by tﬁé Agency in price stabilization involved the purchase of wheat
from producers in quantities which exceeded market requirements.

. This practice set a precedent as a mechanism for shielding pfoducers

“from low prices at harvest time by separating the delivery of grain
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(hence receipt of income) by producers from the daily selling price
by an initial payment to be followed by a final payment at the end
.of the -crop year. During the 1929- 1930 period, th1s strategy led
the Agency into overreaching 1ts financial resources as large crops,

combined with’falling prices and limited world demand as a result of

the 1929 collapse. By 1930, both the Provincial and Federal Governments -

had stepped in with finarcial guarantees to Back the Agency's poé]ing
arranéements. N

By August 1, 1931, the Central Selling Agency closed its
selling operations on behalf of the three provincial pools. There-
after it was used as an agency of the Federal Government to support
market pr1ces, and to dispose of the poo] carryover from the 1930
crop. Because of the support operations, the agency's holdings
mounted}from the unsold carryover of 76 mi1lion bushels at July 31,
1931 to 214 million bushels,in‘193$, kThe,large sums of money involved
and the demonstrated inabi]ity bf‘producer co-operatives to assume
financial risks of this magnitude {ndu ed the Bennett Government to
reconsider its‘involvement in grain man eting. The result was the
passage of the Canadian wheaf Board Act on July 5th, 1935,

While, from the Goverhment's point of view, one of the primary
tasks of the Canadian Wheat Board was to dispese of the holdings of
the Canadian Co-operative Wheat Producers?'tnere can be no doubt that

‘the legislation encompassed broader objecfives:
1) “to give producers some income protection

through the establishment of a government
guaranteed floor pr1ce for wheat;
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"to give produczrs the opportunity to obtain
equal prices for their wheat regardless of
when they marketed it -- i.e. the opportunity
for price pooling." -
, .. . ’
There was a strong feeling among producers and their organizaj
. tions, that a Boerd Marketing System would give Canada a greatér

lever over WOr1q‘prices by controlling a large part of world wheat

supp1y

The Canad1an Wheat Board's respons1b111t1es and the scope of
its activities grew spead11y from 1£s inception. By 1945, the
marketing functions, thch previously qested with the elevator com-
pam‘esT were tfansferred to the Board. The elevator companies became
handling and Qérehousing eperations with revenues accruing on a fee-
for-service basis. These developments were viewed with mixed

| react1ons with the co-operatives fully supporting the role of the

Canad1an Nheat Board and the private trade oppos1ng

The Elevator System

Post war‘developments in the grain handling system will be
discussed in more detail in the chapter relating to the primary
elevator system However, it shou]d be noted that“s1gn1f1cant
changes»have been taking p]ace in the elevator eystem over the last
50 years. The peak number of e1evators - 5, 758 - was reached in
1935, when the tota] system had a capac1ty of 189.9 m1111on bushels.
Today, a1most1f1fty years later, we have 3,964 e]evators with a -

‘total capacit* of 344 million bushels - 31 percent reduction in

’
{
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“eleVAtor numbers, but a 78 percent increasevin_ﬁand]ing'capacity.




.
Peak handling period was/in/ig71/72 when “over one billion bushels of

grain moved through 4,383 elevators.

As with the development of the primary e]evatOr system, most
- of the terminal facilities situated at Thunder Bay, Vancouver V1ctor1a,
Pr1nce Rupert and Church111 were constructed by 1935. The first ‘
terminal elevators were built in 1882 at Thunder Bay by Canadian
Pacific Railway. By 1903, there were fiQe terminals, all built by
either Canadian Pacific Railway or Canadian Northern Réi]way. They
had a storage capécity of 12 million busheTS)v From }905 to 1920, w{th; o
the development of large»private andvco-operative couﬁtry elevator
companies, mapy~more terminal elevators were cOnstructéd. jhe
~ terminal elevator at Prince Rupert consfruéted in 1925 now has a
capacity of ?;25vmi11ion bushels. The terminal elevator at Churchi]i
constructed in 1931:now has a capdcity of five million bushels. The
- first two terminals at VancouVer were built by the Federal Government '
from/1916 to 1928. The total capacity at Tﬁunder Bay, -Churchill,
Prince Rupert»aﬁd Vancouver in 1935 was 118.2 million bushels; in
1976’it was only 122.2 million bushels. Nest.Coast terminal éapacity
is geihg expanded thfough the Canadian Wheat Board inéentive program
designed to encouragevthe constrﬁction of additional storage of 11
million bushels at Vancouver and thfeé million at Pﬁince Ruperf. The
Burrard termina] in Vancouver is being rebuilt on /the nofth shore of
'Burrard Inlet, a 1ocat1on served only by Canad1qh Nat{;nal Ra11way

but access1b1e a]so by British Columbia Railway.

/




IT. PREVIOUS COMMISSIONS OF INQUIRY

)T

Inquiry cmnnissions-have.played an important role in the

transportation policy throughout Canadian history. Cqmmiésions have

“been appointed during each major crisis in the railway industry, its
. C g e S
imminent bankruptcy in 1916, severe losses in 1931, rapid rate increases

',and alleged d1scr1m1nat1on and proposed ,abandonment of branch lines
in 1959, : . ;

The report of each Commission has marked a turning point in
Canadian transportation policy. Prior to 1917, the policy was qhe'
of development. Rai]way§ were given generous help to get startéd,
buf were then left to fend for' themselves with a minimum of regu-
1ation The Drayton-Acworth Commission of 1917 marked the start of
a per1od of much more direct 1nv01vement of government 1n the operatlon
of ra11ways It also marked an qncrease in regulation. The Duff
| Comm1551on of 1931/32 resulted in even stricter regu1at1on, and the
first attempt to reduce wasteful competition between the rai]ways.
The Turgeon Commission of 1948-51 was the fifst Commission to recom-
mend subsidizatibn This subs1d1zat1on was not intended to alleviate
any problems of the railways but was based on the policy of redycing
- reglonal\fre1ght q1fferences. ‘ana11y, the‘MacPherson Comm1551én of
1959-61. marked the first break in the trend towérd ever tightening:
‘ regu]at1on‘“,1t atso acce]erated the 1ncrease in subs1d1zat1on

in th1s case to reduce th& losses c1a1med by the rallways :

Compet1t1on has played a very 1nterest1ng part in the h1story ‘

A
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) ‘ .
1 I . .l s .
of the Canadian transportation system. Competition caused the problems

associatéd with over-expansion in the period 1903 to 1915,and again
in the p%riod 1923 to 1929. Despite this, the concepts of a regulated
monopoly or a crown corporat1on were discarded, in order to preserve
'compet1tf0n, by both the 1916 and 1931 Commissions. 4r0n1ca11y, khe
ra11ways'never faced effective fre1ght price compettt1on to anyr
extent, Lntt] the post 1950 period, when h1ghway, water, and to some
extent ahr carriers became rea] a1ternat1ves to the ra11ways By this

time the railways were so strictly regulated that they were, to some

degree, hn an inferior position relative to their competitors.

MacPherson Commission

The major force affecting the railway 1ndustry in the 1950's
was the ever increasing intermodal competition. This compet1t1on
came 1arge1y from trucks but air transport and water transport (on
the 1mproved St. Lawrence system) were also very 1mportant. The

prob]em‘that resulted from this compet1t1on was slightly different

from the prob]ems of the past.

Thd Turgeon Comm1551on had been appo1nted to study the fre1ght
rate s1tuatloh One of the issues was whether horizontal price
1ncreas%s were equitable. The Commission rejected the concept apd
’uréed the ra11ways and Board of Transport Commissioners to make future

‘ adJustments more equltably Th1s advice seems .to have been 1gnored

'.howeve% Between 1948 and 1961, horizontal rate 1ncreases of 157 percent

were- a#proved (excluding statutory rates) Iron1ca11y,-the compet1t1ve

g
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environment, in which the railways were.how operating, would not
allow such increases to be fully implemented. Of the 157 percent
iﬁcrease’possible, only an average of 55 percent was introduced. The
ﬁrob1em, however, was not the']ével of {ncreases but the distribution
of the increases. The railways, fac%ng:competition in only some

commodities, and in some regions, were forced to make the most of

their rate increases ingf%e remaining commodities, and in the remaining

regions. As rates increased, competition increased, and the railways
were forced to "...apply larger and 1arger Jncreases to a smaller
and smaller portion of traffic."* Unfortunately, the Prairies and
Maritimes not 6n1y missed out on the benefits of competition, but
in fact were penalized becauseQOf it. .

In addi;ion to the problems caused by the increasing competition
from other modes were those caused by a century of viewing the rail-
ways as a tool of national policy.

It was the recognition‘bf these problems which prompted the
appointment of the MacPherson Commission. The Terms of Reference
were simply: | |

“to inquire into and report upon the prob]ems '
relating to railway transportat1on in Canada and
the poss1b111ty of removing or alleviating

. inequities in the freight rate structure. ik

The Commission identified increased competition cbup1ednwith

very strict regulation as the prob]éms besettingkthefrailway industry

}
|

* Canada, Royal Comm1ss1on on Transportat1on, 1961, p. 7{
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of %960. It was the first to suggest that over-regulation of the
industry might not be in the public interest. It recognized that
if a commercial eﬁterprise is required by regulation to act in the
bub]ic interest, responéibi]itﬁ for hardships created by this regu-
lation must be accébted by the nation. The Commi§£jt#ers state,

' "... let us reiterate, for those obligations which involve losses
imposed,upon railways by law, there i% én obligation to assist."*

Based on this general principle, the Commission recommended

that:‘

1)  "The railways be allowed to remove uneconomic . pas-
senger service unless the Board feels that no alter-
native highway exists;

2) “Uneconomic branch lines be abandoned over some
transitional period (possibly 15 years);

“$13 million be made available each year to compen-
sate the railways for losses actually -incurred in the
operation of lines which thévrailways are prepared
to abandon, but which shall be continued over the
transitional period;

"the government make an annual payment to each railway
company equal to the amount by which variable expenses
incurred in the movement of grain and grain products
exceed revenues arising from this traffic;

5) "the government make an annual payment of $9 million
to the C.P.R. and $7.3 million to the C.N.R. to
cover export grain's share of overhead costs; .

6) "the Maritimes Freight Rates Act be extended to
allow subsidized rates for all carriers; '

Y

7) “the 'bridge' subsidy be abo]ishedﬁ‘ _

* Ibid., p. 22.

|
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“feed freight assistance be made available to all
carriers and that it be re-evaluated;

9) "the practice of horizontal price increases be
: abolished and be replaced by a more equitable
- form of price increase mechanism; .
10) "the C.N. - C.P. Act be repealed;
1) "a Transportation Advisory Council be created; and |
12) "efforts be made to develop better transportation'-
statistics and that studies of the industry be
conducted and published periodically."
Despite the sweeping recommendations made by this Commission,
it is evident that they considered it their primary task to develop
a comprehensive and coﬁsistent national transportation policy. This

objective seemed logical because of their belief that:

1) "the developmental policy of the past was now
obsolete;

2) “the virtual monopoly that the railways had enjoyed
since very early in their history had been
replaced by significant intermodal competition; and

3) “strict regulation no Tonger ensured either optimal’
resource allocation or equity."

While the MacPherson Commission reported in 1961, the 1egis]ation

. : . \
based upon it - The National Transportation Act - was not passed
until 1966, and many of its provisions were not in force until 1967

or 1968.

11, THE SITUATION SINCE MACPHERSON

A complicating factor in the evolution of the Prairie Grain
Handling and Transportation System has been uncertainty on the part

of the railways ahd‘ihe grain companiesQ< The main cause of this
. » - I \
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uncertainty was the apparent unwillingness of the,Federé] Government
to follow through on policies and procedures which it had 1mp1emented
As indicated ear11er, the MacPherson Commission recommended in 1961

that branch line abandonment be allowed; that subsidies be paid to

the railways to cover losses on branch lines retained "in the public -

interest". However, nothing much happened until 1965 when the Federal
GoyernmentviSSUed a prohibition order protecting all but 1,839 miles -
of prairie branch Tines from abandonment until January 1, 1975.

+ MacPherson's recommendations were incorporated into the National
Transportation Act of 1967. The Canadian Transport Commission was
provided with detailed procedures for the assessment of branch line
abandonment applications and the payment of subsidies. k(Rainay
Act Sections 252 to 259). A rail costing drder, R-6313, developed
by the Canadian Transport Commission and appealed by CP Rail, was

eventually upheld by the Supreme Court of Canada. This costing order

has been the basis under which so called branch line subsidies were
paid. It failed in its objec;ive. Grain dependent lines were
allowed to deteriorate in condition and service. The 'subsidy was
originally intended for the'maintenance of branch lineéz In reality it

. became a subsidy on grain on all the 19 thousand miles of railway

~ lines in westefn,Canada and not Jjust ‘for grain thet originated dn[the
12,000 miles of subsidized Vines. |

Due to the delay in the passmg of the Nahma] Transportat1on Act

subsidies had grown .to $110 m1111on by 1967. The Nat1ona1 Transportat1on

Act provided for a seven year phase out plan of the 'general sub5191es

The subs1d1es were tolxg1n wwth the $110 m1111on in 1967 and decline
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by $14 million a year until a final payment of $12 million in 1974.

These -general subsidies, as they declined, were to be replaced by

L4

‘specific subsidies'.

Under Section 252 of the Railway Act, the specific subsidies

on branch lines were to cover:

"actual loss" in relation to any branch line which
the Railway Companies proposed for abandonment
under Section 253-254, or which, under Section 258,
it was precluded from applying for abandonment".

Section 252 of The Railway Act reads:

§

"In this section and sections 253 to 258 'actual 1oss'
in relation to any branch line means the excess of

. a) "the costs incurred by the company in any
financial year thereof in the operation of the
line and in the movement of traffic originating
or terminating on the line, over,

“the revenues of the company for that year
from the operation of the line and from the
movement of traffic originating or terminating
on the line;

'branch line' means a line of railway in Canada of
a railway company that is subject to the jurisdiction
of Parliament that, .relative to a main line within
the company's railway system in Canada of which it

- forms a part, is a subsidiary, setondary, local or
feeder line of railway, and includes a part of any
such subsidiary, secondary, local or feeder line
or railway." 1966-67, c. 69, s. 42.

Section 258 of the Railway Act reads:

1)  "Notwithstanding anything in
257, the Governor in Council may,
to time, by order,

a) “designate branch lines thaf shall not °
be abandoned within such periods as the
Governor in Council may prescribe; and

/
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b) “deéﬁgnate areas within which branch lines
shal1l not be abandoned within such periods
az/the Governor in Council may prescribg;

"and branch lines so designated or within areas so
designated shall not be approved for abandonment
within the prescribed periods nor shall an
app/ication for abandonment of any such line be
made to the Commission within the prescribed
pe;iod.

"Where a branch line or any segment thereof is
being operated after the 2Znd day of March, 1967
at an actual loss and the company operating that
/1ine or segment thereof is unable to make an
; application for abandonment under Section 253 by
/ virtue of an order under subsection (1), the
/- company may claim for such loss and the Minister
/of Finance, on the recommendation of the
Commission and in accordance with such regulations
as the Governor in Council may make in that regard,
may, out of the Consolidated Revenue Fund, cause
to be paid to the company an amount not exceeding
the actual loss of the company, as determined by
the Commission, attributable to the operation of
, that line or segment in the financial year of the
/ company, or part thereof, for which the actual.

/

/ loss is claimed." 1966-67, c. 69, s. 42.

f(Specific subsidies were firét paid to CP Rail in 1970, and
fq/Canadian National Railway in 1971, and to Northern Alberta Réifway
from 1967. As indicated in the table below, the railways' claimed '

. / ‘ .
//Josses have risen steadily from $46.8 million in 1971 to $120.9

/

// mi]fion in 1975. Subsidy'payments to date have ranged from $32.7
// million in 1971 to $8é.5 million in 1975.




TABLE II-4

Railway Claimed Losses and Subsidy Payments .
Under Sections 256 to 258 of the Rallway Act (Freight)

) Subsidy Payments
Year Miles of Track ‘Claimed Loss to Dec. 31, 1976

1971 | 8,662 $ 46.8 million | $ 32.7 million
1972 11,212 .| 56.1 million 37.8 million
1973 11,949 © 66.6 million 45.6 million
1974 11,498 103.7 million |  75.5 million
1975 12,225 120.9 million 82.5 million

SOURCE: Railway Transport Committee, CTC, Ottawa

The inclusion of thousands of miles of so-ca]]éd branch Tines in
the subsidy applications of Canadian National and CP Rail was never
intended as a bona fide intention to abandon, which Section 258 (2)
contemplated, but solely to qualify for the subsidy that would be
payable under Sections 253 to 258 of The Railway Act, and included
some four thousand miles of railway lines that have been protected
to the year 2000. | |

In 1975 $47.7 million was paid to the railway companies, under

the branch line subsfdy program, to cover the costs of capital

employed by the railways. Of this amount, $19.5 million was in
respect of capital employed "off line", that is, not in respect of

i.

the branch line. Deta11s are shown in Table II-5.

'




TABLE 11-5:
Claimed "Category IV" Costs*
_ Branch Line Subsidy Claims 1975

<

On-Line Costs OffgLine Costs |

Canadian National * | 14,240,347 10,539,237 | 24,779,584
CP Rail 12,058,423 | 7,896,967 | 19,955,390

Northern Alberta k
Railways ‘ ‘ 1,919,100 1,047,740 2,966,840

TOTAL | . 28,217,870 19,483,944 | 47,701,814

* Cost of\Capita] for road property, diesel units, cars, etc.
SOURCE: Canadian Transport Commission 2/24/77

No part of this $47.7 mil]ion'waS'spent by the railways on
maintaining the lines for which the subsidy was paid. This is evi-
dehced by the deplorab[f condition of thousands of miles of lines,
even including some that were placed fn the year 2000 category:

It is clear that‘bdth the Canadian Transport Commission and the
Railways considered the subsidy claimed and paid, not as a fund with
thch to keep the lines in prober repair, but as a Commodity subsidy
applicable towards the cost of transporting grain;and}grain products,
“to export positions. As a_Canadian Nationa] Ra#]way spokesman said, .
"We use it (the'suBsidy) as an essential part of our cash floh."

Mr. Burbidge, Presidenf 6f CP Rail étated to thé Commissioh in Regina. -

on October 20, 1975: "The Branch Line Subsidy has become; in reality,

a subsidy for moving gréin.“ L




The Years 1969 - 1977

In 1969, the Minister responsible for the Canadian Wheat Board

estab]ished the Grains Group whose objective was. to develop policies-

and arrangementslto improve the efficiency of thé.gathering, trans-
portation, and storege of Canadian grain to ensure-its competitiveness
in domestic and foreign markets \ The Grains Group reports, made
public in 1972, documented the prob]ems in Prairie grain hand11ng and
transportation, and determined the costs of five alternative ration-
a]iiation schemes. These reports were turned ovet tovthe Canada
Grains Council for on'going study and evaluation by all components
of the industry, but no consensus for rationalization of the system
emerged.

At the Western Economic Ooportunities Conference at Calgary )
in 1973, the Federal Government announced“that 1,839 milee of pPrairie
branch Tines, :not previously protected, were “protected" from
abandonment until January 1, 1975. In December, 1974, the Minister
of Transport annonnced the Federal Government's designation of the
Prairie Rail Network. Following consultation with the réi]ways, a
basic network of 12,413 miles of rail lines (64. 6 percent of the total)
was protected from abandonment until the year 2000. A further-525
miles of Tines (2.7 percent of the tota]) which were no longer in
'use, were left unprotected and were eferred to the Canad1an Transport
Commission for abandonment decision/in 1975. It must be assumed- that
.abandonment orders have been made by _this date.  The rema1n1ng 6, 284

\/

m11es (32 7 percent of the total) were protected from abandonment for
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at least one year to permﬁt further evaluation by the inquify process.
This "freeze" has nbw,been extended until June 30, 1977. In April,
1975, the Government énng&nced the appoﬁntment of .two Commissions of

s Py

Inquiry: ‘ R
1) The Commission on the Costs of Transborting Grain by -
- Rail, which issued its first report in October 1976; and

2) the Grain Handling and Transportation Commission, whose
essential task is to examine, on a regional basis, the
economic and social, aspects of railway branch lines,
and more specifically, all aspects of the grain handling
and transportation system in Western Canada, and to

make recommendations regarding the future disposition
of the 6,284 miles of line mentioned above.

IV. FUTURE TRANSPORTATION REQUIREMENTS

An important e1emént in determining the best grain handling and
| transportation system for the Prairies is consideration of futurev
transportation requirements for grain and other commodities. The
projection of transportation requirements into the future ;equires
insight and analysis into marketing factors 1nf1Uencihg worTa demand
for Canadian cbmmodities and our capabi]ity to meet'these demands.
Such analyees .are beyond the terms of reference of.this COmmission, 
and hepce only existingiprojection studies are summarized.</This;"-
. section presents. a brief qverview of prbjécted transportation =~

requirenents for grain, forest products, coal, potash, sulphur, minera]s;‘

and other égricu]tural,broducts. - \\\




.

/
: L.

’

Project{ghs 6f grain exports have been made tb ]Qgé bylthe

Canadian Wheat Bdard, Canada Grains Council, and the Saskatchewan
whéat'Pool (See Table II-6). Projected available exports range .
from 690 million bushels to 1,480 million bushels. Averagelexports
for the ten year period 1964-65 to 1973-74 were 566 million bushe]s;
with a high of 798 million bushels in 1972-73. .

TABLE 11-6
Projected Grain Exports--1985

Grain Available Movements through
for Export Pacific Ports

—~—

Canadian Wheat Board’ 1,048-1,480 million, || 524-740 mi1lion
bushels bushels  (50%)

690 million bushels2\| 310 million
' bushels  (45%)

Saskatchewan Wheat Pool*| 825 mi11ion bushels' | 412 million
4 “| bushels  (50%)

Canada Grains Counci]Bi
. h

o

1 H. Bjarnason, "Future Volume and Direction of Western Canadian
Grain Flow with Particular Attention to the West Coast Ports"
presented to Canadian Co-operative Wheat Producers Seminar,
Calgary, July 1976. . :

Bushels in Barley Equivalent

. Supply and DEménd Projections for Livestock and Feed Grains,
Canada, 1985, Canada Grains Council, February;1976. -

G. McG1augh1in,,"Storage Requirements for Carnadian Grafn"
presented to Canadian Co-operative Wheat Producers Seminar,
Ca]gary,ldulx‘1976. , ' ’




Forest Products

A Jo1nt M1n1stry of Transport and Canad1an Transport Commission
study has reported an uncertainty in Canada S future production
projection for ‘Tumber due to the downturn in the North American eco-
nomy. The world demand for wood pulp and newsprint is expected to
remain relatively steady with the United States and Japan being the

major importers. No changes aro anticipated in transportation
pa}terns other than in the Port of Vancouver. This will be dealt with

later in the reporf.

Coal

Wirld demand for both thermal and metallurgical coal will rise
sharp1y in the next decade. British Columbia, Alberta and Saskatchewan
are 1arge coal produc;ng provinces. Major new‘developments in the
coal. 1ndustry -are presently on the horizon. Ontario Hydro, the
1argest single Canad1an coa] user projects that its needs w111 r1so
from 9.2 million tons in 1977 to 11.5 m1141on in 1978 much of it from
United States; but as United States supplies dw1nd1o, 0ntar1o Hydro
will have,to‘rely on Alberta coal to fill the void. Luscar Limited

of Edmonton p]ans to move two m1111on tons of thermal coal to Thunder

Bay in 1978, and expectations are that by early 1980's, this may

T

1ncreasi\:o four million tons and perhaps as high as six million.

Canadian National Ra1lways has called for tenders on a maJor order
for cars and d1ese] locomotives to move Western coal to 0ntar1o

"These tenders were p]aced ‘on behalf of Ontario Hydro. Canadian National




and éP'Rail are in the process of entering into ah agreement to
)move 45 m1111on tons from western Canada to Thunder Bay, during a 15
-year period, start1ng in 1978 A term1na1 at Thunder Bay is in the
course of construction. Coal wT11 also be shipped by ra11 from
Drumhe]]er, A]berta and Estevan, Saskatchewan in millions of tons
fThe coal resources in Sashatchewan, as g1ven by the Prov1nce, are
— principally found in the tstevan Basin,‘estimated tofcontaih one

‘ b11110n short tons; the W111owbunch Basin with almost three- b1111onl
“the Wood Mountain Bas1n w1th one b1111on, the Cypress Basin with 700
: m1]11on and the LaRonge Bas1n w1th an estimated 36 m1111on The
future potential for he southern bas1ns is 150 million tons to the

year 2000, of this 1%0 m 1110n may have to be moved by ra11 These

movements of coal w11] tax the capac1ty of the main Canadian National

and CP Rail lines making trans-provincié]“secondary main lines indis-'_"

pensable. . : : | R -

\
Al

Potash Su]phur and other M1nerals

-The vo]ume of potash and su]phur moved to eéport markets is
expected to 1ncrease in the future, 1mpos1ng an added 1oad on many
rail 11nes Increases in the movement of other m1nerals such as .
sodium su]phate, bentonite, nickel, uranjum and others wou]d compete
‘with gra1n, 1umber potash and sulphyr for the rail facilities and

capac1ty ava11ab1e N SRR /

‘Products of Agriculture ‘ \

' "ChapgesAin po]ic&,-wh}ch‘zj11 expand secondary agricu]ture

1‘54'_
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‘processing on Ghe prairies, will create changes in the requirements

for rail equipment from equipment designed for bulk commodity move-

ment to specialized equipment such as refrigerator cars for meat

. proquct'trénsport, or pneumatic cars for bu1k~flour’br malt.
! - . \ /.




"CHAPTER 3

THE PRODUCER AND HIS COMMUNITY

1. THe PRODUCER

2. SocIAL AND COMMUNITY IMPLIC24IONS
OF RAILWAY ABANDONMENT




THE PRODUCER

- L o _
The producer is central to the whole grain handling and trans-

portationvprocessf There is no element in the food production-
marketing chain which has changed‘more than the farm production
unit. Each producer‘in his attempt to achieve his individua\ socia]
and economic gda]s‘tries to adjust his production toward this end.
In most cases he attembts;to;maxjmize his profits wﬁi]e at the same

time keeping his risks and his values in mind.

|
\

/ The Farm Unit

Over the past 100 years, the change has been from a labour
intensive, largely se1f~suffic{ent farm unit where each farm worker
produced enough food for himself and three to five other people, to
lapge scale capital intensive units where the farm worker pﬁoduces
enough for himself and fifty other persons. As the cost of faym
labour increased and its availability decreased, farmers have very
rapidly adopted improved production technolqu'to maintain, aﬁd
indeed to enhance their individual product{ve,capacity. Naturally
with' this change {n which 13bodf has been replaced with capital in
the form of technology, there have been great social repercussion;
in rural Western Canada. These have visibly manifested themse]&es
in the decline id the farm population and in the number of cqommunity
centres of service. This trend toward larger production units,
although apparently not as marked since 1971 has proceeded at a very .

rapid rate as evidenced by the fo]lowing figures.
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TABLE III-1
Farm Size and Farmers -- Western Canada
Alberta - Saskatchewan Manitoba
' o Average
Year No. of Average Size| No. of Average Size| No. of Size In
Farms In Acres Farms in Acres Farms Acres
1921 82,954 353 119,451 369 53,252 274
1931 97,408 400 1136,472 408 54,199 279
i1 1941 99,732 434 138,713 432 58,024 297
1951 84,315 ° 527 112,018 550 52,383 338
1961 73,212 645 93,924 686 43,306 420
197 62,702 790 76,9?0 845 34,981 543
e P ‘
Investment

As the nature of the farm changes from one on which labour was the

limiting resource of productivity to one wherein capital is the limiting

resource, the nature of the restraints and risks naturally change.

~at $136,940.00*,
shows estimated total average investment of $240,264.00*.

Average total investment in Saskatchewan farms in 1975 was: estimated

As a comparison, a recent survey of 42 grain farms

The

following table shows the relationship of operators to total investment

of the 42 farms by soh type:
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- TABLE III-2

Soil Type

Total Inve§tment

Operators Investment as
Percentage of Total Investment

Brown

Dark Brown

A

Under 1200
acres cult.

1200 & Over
acres cult.

Under 1200

1200 ‘& Over
acres cult.

$160,999
(5 farms)

$163,489
(8 farms)

$371,843
(5 farms)

$576,926
(5 farms)

acres cult.

A #

‘98

77

93

52

Under 900
acres cult.

900 & Over

acres cult.

Under 900
acres cult.

900 & Over
acres ‘cult.

$108,533
(14 farms)

-~ $342,977

(5 farms)

30

52

- The very high cost of production units require larger amounts of

operating capital.

In this environment ofA]arger specialized farms, -

small profit margins can generate satisfactory farm incomes. At the

\ .
same time, due to the size of the upits, small loss margins can be

disastrous. Although gredat strides have'béen taken toward the reduction

of risks in farm produ

\
ion due to the vagaries of weather and the

N

international mérket place, the vulnerability of the farmer to elements

over which they have no control remains.

It is evident from the 77 local hearings attended by some 15

thousand produ&ers that the mecnanits or process of production is well

understood by farmers and that thé& readily adopt new production tech- -

nology.

Farmers are also very cost conscious in the production fie]d

because the costs are individual, specific and identifiable.

Lo




On the other hand, thér4 appeared to be cdnsiderab]é lack of
understandiftg of the ﬁarketjkg process and the marketidQVCOSts, and we
can only assume that this.ié in part because marketing costs are masked
and accrue to the system father than t6 the indivfdual. Nonetheless, .

the costs are just as real and can be just as strangulating. Therefore,

while the majority of farmers subscribe to the|]atest production

technology for the purpose of lowering their production costs, it was

. i - , .
"~ obvious from the hearings that thEﬁeinré/?armers_prefer_their elevators

at 'horse-haul' distance. This i5 not intended ds a criticism of

farmers, but as a comment on the s;;fgm:-ﬂ
It was frequently stated at the local hearings: "there could not

be%mucﬁ wrong with the gra{ﬁ héndling and transportation system when
it was able to handle.a billion bushels in 1971-72". This may be, but
; Tike any other complex system, it does wear out unless properly

mintained. The rail system has not been proper}y maintained and isr
for maﬁy of the grain related lines "worn out". Likewisqfigng;imary
grain elevator system is wearing ogt. As these facilities wear out,
they are replaced with 1arger and fewer unit§ capable of handfing 1argen’
trudks and morefbushe1s per unif of labour, just as: farmers replace
obsolete tractors with 1arger'unit§ which can do more erk per man |
- hour, 'Bbthrthe éraih handling and the rail system recently reached a
stage where ﬁgther drastic renovating programs had td be undertaken.
The grain c@mpanies, due to a changé in ]egislgtio;:‘e]evatqy tariffs,
improvgd markets, more aggressive marketing,'switchedlfrom a storage

|




oriented proéram to a thrbdghput program.

| The elevator industry has acce1erated the consolidation of
facilities in the past five years through c]osufé of smal]ainefficieht
units aﬂﬁ construction of larger high éhroughput units at centralized

points.

The railways have been in a state of freeze which has prevented
~them from doing Tikewise.
The marketing mechanisms have ndt»para11e]ed the production tech-

nology and uﬁ1es$'action is soon taken to update the handling system,

-
we will face the‘BBZEtion where we are una;{g&to deliver our increasing

production due to a antiquated system. T ‘Commission is¢concerned

about the masking of marketing costs whic( has the effect of inhi-

biting the deyg]opment of better'marketing‘techno]ogy. Again, the
Comﬁission was impressed with the general know]edgg of farmers gﬂout
their production costs and were also-impressed with the fact thét many
producers‘ﬁaking-presentations were unable to provide information on thé
level of“theirqlocal.e]evator'tariffs or the statutory rate from their
own delivery point, let alone other costs and levies such as t?rminal
changes, cleaning charges, drying, Wheat Board costs, etc. {t becqme
obvious fhat greater efforts should be put forth by the grain compéﬁies,
extension agencies, ihe Canada Grains Council, Canadian Grain Comhission

and the Canadian Wheat Board tb acquaint these grain producers with

marketing processes and.costs.




éroducer Constraints

i

N
‘As cash outlays for production increase, the farmer has to be

" cognizant of all costs and, just as larger units and more speciali-
~zation mean that small margins can mean a profitable operation, adver-
sity in any of the vulnerable areas can also render losses. Farmers
are therefore concerned that the transfer of part of the marketing costs
from the system in general to themselves as individuals will, or could,
significantly affect their economic welfare.
They did throughout the hearings make the case that they oppose
Tong hauling distances because of the costs in cash, energy and time.
In essence, they suggested the benefits of cost and time saving tech-
nology at home can be wiped out if the time and cost; are transferred
to grain delivery by unduly long hauls. : .
The spectre of large through-put e]evators,‘few in number, at
some 12 to 15 strategic points on the prairies, involving hauling dis-
tances from 50 to 100 miles was raised by opponents of thp so called

large inland terminals. Having regard tq the opposition of producers

to hauling distances in excess qof 25 miles, producers have no need to

fear any developments of this kind and none were proposed. There will

be fewer and larger through-put facilities spaced some 25 to 30 miles
apart, but no Eredence need be put on the idea that there will only

be a limited number of very large inland facilities.

Regulatory

Throughout the years, producers have soughtthe development of




institutions and programs which reduce the risks to their enterprise. .
In the early days of developmentlof commercial agriculture in Western
Canaqa. farmers foughf the monopoly of the railways over warehousing;
and gained concessions, one of which, the producer car, remains today
as a safequard against discrimina?ion by grain handling companies.
Tﬁey also fought for and obtained the Manitoba Qrain Act to ensure
grade standdrds and‘marketing regulations to pfétect both farmers and
_customers. They established their own co-operative grain handling
orjanizations to compete with the private trade and to share in the’
‘profits of grain handling. They successfully fought for the éstablish-
ment of the Canadian Wheat Board.

As concessions were,obtained for the benefit and protection of

the producer, regulations were also deQeloped to ensure the functioning

of the emerging institutions and programs. There qrﬁ strict regulations

in place which, while offering the service fakmers ﬁéquired, also in
the mind of many producers 1imit their flexibility and opportun;iips
to take advantage of profitable occasions when they arise.

Programs such as the assigned quota system, off-board feed grain
marketing, cash advances on farm stored grain, defefred caﬁh tickets,
have been designed to provide an elemeﬁt of flexibility while at the
same time allowing producéfs to subscribe to ap‘order1y marketing
system. Terminating quotas have been introduced to enable the Canadian
Wheat Board to take advantage of ﬁarket opportunities and spread farmer’

deliveries throughout the year. Although terminating quotas have been

irregularly applied, no system of delivery peng]ties or premiums_has
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been established to ensure compliance. This shquld be done.

. As each program {s ins;ituted, the conseQUencesvof its applica-
tion must be taken into considefation. Tﬁere is no doubt that programs
designed for farmers are initiated with good intent, but the resulting
régulatory constrafnts may be counterproductive. | _

| Some suggestions) have been made that the ;ay to forestall the

proiiferation of large so called inland terminals is by restricting
t;: weight load of trucks carrying grain to. them. No one doubts the
sincerity of those who/advocate this. However, it must be recognized
that such restrictions may cause greater damage to the marketing sysfem
‘and the economy than to the roads.

As well, adherence to the "too low" hand]ing tariffs may render
even the new or renovated elevators uneconomic.

The grain handling and transportation system must enjoy some
of the same flexibi]ify for the adoption of new strategy and technology
as the farm production sector, otherwise the efforts of producers will
be frustrated by a reduced ability to market. |

An improved systemtwill require both capital and increased ope-

rating revenue. These extra investments and costs will be shared by

the farm and non-farm sectors.

TJransition Period

- To provide equal delivery opportunity in the transition period

as lines close, the Canadian Wheat Board éhould adjust car a]lotations

and grain loading blocks to Bnsure an equality of opportunity to




producers throughout the grain growing'éreas.

The increased use of trucks wilb/Tﬁt?Ease road maintenance costs;

abandonment ‘of lines will result in savings to the Federal Treasury

of monies heretofore paid to the railways; as Branch Line subsidies.
In Chapter 12, the Commission discusses the egree to which the
Federal Government should participate in funding these increased

H
road costs.

It is inevitable that additional rationalization of the system
must occuf even beyond the abandonments recommended in this report.
Producerg are no doubt fully aware of this.

Each and every change in‘the system will be at a cost to
someone. At the same time, to make no change will continue the dis-
integration of the system at a high cost to all. The Comhission has
sought td‘minimize the transfer of costs of changes to the producer.

The recommendations also suggest a method of cushidning the
immediate loss of railway assessment to municipal bodies where 1ines'

are abandoned.

I3

The 15§§ of a ra%] line will not, in all cdses, necessarily mean
the loss of the elevator. In Chapter 5, the Commission deals with
the concept of "of f-1ine" elevators which would be maintained at

selected locations at no extratcost to the producer-user,

¥ v

b

SOCIAL AND COMMUNITY IMPLICATIONS OF RAILWAY ABANDONMENT

The Commission, not only by command but by conviction, was




{2

pohmitted to take the social imp]icatipns of recommended changes in
the railway configuration~in o account. At every rural and regional
hearing, -an emotional 61ea as made for the retention of the rail
Tines on the basis that they serve as fhe focal point and vestige
of community viability. It/was stated repeatedly -that the removal
of the rail line and therefore the grain e]evator;qhould cause the &
hamlet, the village or the town to die. ;

The sinceritj of the people making these presentations is
“unchallenged. However, tAe validity of the éuggestions, insofar as
the extent of the effect/is concerned, is less certain. It appears that
there may be a tendency /to equate the significaﬁce of the railway of
30 to 50 years ago.with/its significance today.

Because of the vastness of the country and sparseness of popu-
lation, transportation in Canada is extre;ely important for both
social and economic purposes. K

Good .transportation i§ a necessary condition for the development
and growth of most industries and businesses. It is essentié] to
the social well-being of Canada's population, particularly in the
hinter]ands‘for the movement of people and commodities. In the
development of Canada during the late 19th and ear]yIZOth century,
rail transport served practically all purposes in Western Cang@q.
However, with the advent of the MOtor car, good roads, trucks,buses
and aircraft, the transportation patterns have changed dramatita]]y.

Although the railways continue to render some "people" service

for long distance transportation, the aircraft has largely replaced
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rail in the five hundred mile plus category. For short run transporta-
tion of people, under two hundred miles or so, the bus and pr1vate
auto have almost ent1re1y replaced the ra11way ‘The regu]ar}and effi-
cient bus service estab]ished ih the three provinces has rendered
travel by:train almost avthing of the pést.
In a similar way, rail has ceased to serve as the carrier of

mail and express goods to most‘communities. It has, however, continued
to provide the chfef mode of movement of héavy bulk commodities over
Tong distances while trucks serve the transport needs for almost all
staple gdods and a large proportion of other goods of short haul.

'Evendbulk farm inputs such as fertilizer, fuel, chemicals and
equipment are increasingly hauled frdh regional distribution points
by truck. The nature of rail service on the "as and when required"
basis for grain shipments, under the biock shipping system, is such
that it is unable to meet the distribution requirements for these
items, while regular train service would exceed transportation require-
ments. At local hearings, in communities: where there was no regular
" service, it was often suggested that if rail service was regular it
would be uti1ized'by Tocal merchants. At other hearings, where sefvice

was regular, it was suggested service on an "as and when required"

basis would Be more economical and still serve the important grain haul

interests well.’ | -
» Vot

Similarly there was a time when such items as bread was transported
by train, as were soft drinks, beer, dry goods and groceries. There

was no other mechanized-mode. Labor for delivery from station to




"~ store was ava51ab1e through the local "“dray man". Today, most of th

compénies supplying staples to even the large comunities in Western
Canada use trucks. The'convenienge of one handling from company dock
to the retail store is now subscribed to because of good all weather
roads, modern dependable trucks and the high cost oandditional
handling of goods. ’ |

The railways haye ceased to have any great effect on the social
aspects of life in the smaller communities in Western Canada. It was
borne out at local hearings that because elevators are located on
track, the effects of railways on communities are associated with
population and employment more so than by the service they render. g
In communities of under 100 population, the employment so generated x'\\
is proportionately sigqificant; In these centre, just as in larger
centres, there is an earnest desire to maintain or increase the popu- .
lation, because by so doing, the social viability and economic opportu-
nities are enhanced. Most small communities desire water and"sewer
services, schools, hospitals, and amenities which can only be obtained
if the population warrants. These are worthy goals and the quest for
them' s understood. )

The Commission does not consider it proper'for it to suggest
what size of community is deserving of rail service, and which is
not, The Commission likewise cannot fully measure the effect of a
rail presence or removal on tHe social viability of communities.
After 77 local hearings, 4t has become evident to the Commission that

community viability can only be perceived; it cannot be defined.
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It is ihé people and theffpirit of the people which gives the com-
munity viability, not thé railways nor the elevators.

‘Ths/Commission does not doubt the psychological effect that
. the removal of the railway will have on many residents. Many of the
inhabitqnts of affécted communities will have already experienced
the 1os§.of such things as the livery barn, the steam train, the
school, or the telephone exchange. Whether we deem the phasing out
of these elements of community life to be signs of progress or not,
it is a fact that these facilities were the victims of our developing
technology and social change, unrelated to rail abandonment.

A practical and superficial examination of factors which have
led and continue to lead to a reduction in the size and number of
villages and small towns indicates that many of the very items which
rural people would be the last to forgo have had the greatest effect.

Rural electrification has no doubt had the most significant posi-
tive social impact on rural life. The refrigeration possibilities it
created spelled the demise of such important services as the local
butcher shop, and the quick freeze locker plant. Due to the ability
to keep bread, fresh vegetables and fruit; for a longer period, these
commodities were purchased in greater quantity, farther from home
leading to the closing of local bakeries and stores.

Vastly improved roads since the early 1950's, along with more
comfortab]e and dependable cars and trucks, have enabled people to
travel further for goods and services. No one wou]d’wish to forgo

these developments. Towns being by-passed by modern highways, the
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" development of regional hea]th'centrés; and a host of other items have
contributed to the phasing out of many smai]er centres with their
own identities and social patterns. These chahges have occurred and
will continue to occdr, with or without the rai]way.b

Just as the development of larger school unitsdictated that all
former communities would not have a school, and the amalgamation of
week]y newspapers also dictated that every community would not have
its own newspaper, it is also a fact fhat all rufal communities in
Western Canada cannot grow. Many briefs presented at local hearings
agreed the railway system in parts of Western Canada was overbuilt.
The communt}y patterns followed the railroads. The inference‘is that
our system of communities was also over-built in the light of technolo-
gical development, and that all could not survive under conditions
of larger farm units, mechanization and accompanylng “decreased rural
population. The evolvement of fewer centres rendering a 1ar§> number
of services has taken place only because several sma11et/z//tres have
decreased in size or dlsappeared altogether. Th1s took place, not
as a part of a planned development, but as a result of many people making
individual decisions on where they wished to shop, do business and socia-
lize. This process has speeded up recently as society subscribe§ to
broader educational curricula and therefore larger schools, to more '
comprehensiye and therefore fewer hospitals, to the deve]opmenf of
extensive water and sewer systems, and tg fewer and larger machinery
dealerships. This same trend is happening to the grain elevators.

As sophisticated services are redquired, higher-elevator wages and costs
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are incurred, and better roads and trucks permit 1onger hauls, it follows
that there will be fewer but larger e]evators For examp]e, in 1966 67,
the average grain handled per elevator on the pra1r1es was 164, 452
bushels; in 1975-76, it had increased by 34.2 percent to 220,747 bushels.
During the hearings, the Commission was informed by elevator compan1es
that to be economically viable, a modern new elevator must handle
between 700 thousand and one mi]]ionabushels in any one crop year.
Indications are that the trend toward consolidation of elevators and

the decline in their number will continue into the future. Elevators
are bound to be further apart and all rural centres which now have eley
vators will not have them in the future whether the railway is present
or not. These developmentsare not part of a grandiose plan on anybody's
behalf. Indeed such planning would be contrary to the principles of ;
many rural people. It is a natural evolution which is taking place

in keepjng with the adoption of modern technology and social goals.

The Saskatchewan Retail Merchants Association has carried out studies
and surveys. The Association estimates and deems it desirable that

good centres of service will eventually stabilize when centres providing
a wide variety of services establish themselves some 40 to 50 miles

apart. Their argument is that at this distance, populatioms will be

large enough to offer a full range of services but at thé same time

close enough to avoid communication hardship.
Early in the century when it was the sole form of mechanized:
overland transportation, the railway was imporfant to the community for

the service it rendered. The same principle must apply today. The
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effects of railways on a community must be by virtue of the services

rendéred, not by the employment they directly provide. In other words,

railways and transpoftation do not serve a purpose on their own. As

Y
t

a service industry, it is performance, not presence, which is of
importance to the community. If the system has little or nothing to .
service, there is no virtue in the retention of the institution.

| It has been argqed‘that the removal of the railway automatically

spells the doom of a community. Towns on the prairies which have

“ 0

recently come into existence are "bedroom" comm&nities adjacent to |
urban areas and some industrial towhs next to mines, etc. Communities
which have not yet attained the status where they are identified as
growth centres through the construction of schools, water systems,
hospitals, government offices, etc., have very liitle chance of ever
becoming centres of service and the possib{lities of their growth in
the future are remote with or without a railway. Studies* have been
carried out for the purpose of identifying the factors which contribute
- to the growth and development df communities. Railways are seldom
mentioned as a factor.

Surveys carried out in Manitoba and Saskatchewan in which farmers .
and businzssmen in small towns. have been interviewed, indicate and
anticipate detrimental effects on the business and social 1ife of

»
the community should the railway be removed. The Commission does not

* Olsen & Brown, A Study of the Growth of Selected Service Cen-
tres in Saskatchewan. University of Saskatchewan, Research Report 75-03;
January, 1975. : ©
Economic Effect of Rationalization on the Grain Handling and Transporta-
%;on System on Prairie Communities. Underwood, McClelland and Associates,
72. -
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doubt the sincerity’of this expression of opinion.  A1though compre~ ‘
hensive studies on the effeéts\of abdndonmént are scarce, there are some, f
two ;f which are referrgd to aSove, which §quést the factors that
contribute to community stability and growth. !The important féctors

are local leadership, social facilities such as hOSpitafs, schools,

etc. In one comprehensive study in Iowa* where actual abandonment had

occurred, it was determined in intervi$ w;gth local leaders that rail '

!

abandonment had had 1ittle effect uioﬁwwvaVéyment and businesses in those

e
comunities. They indicated that most cﬁgnges occurring in the businesses
were not related to rail abandonment. |

There is no doubt,that the smaller the centre the greater relative
effect of the presence of the rail line and the grain elevators on muni-
cipal financing. In the very small centre, the three or four employees
of the railway and the railway related businesses along with their
families also significqntly!%ffect the local churches and the curling
club, etc. However, the Commission was unable to locate any study
which indicated that'the viability of a community which was already -
declining would be saved by the retention of the railway.

The Commission subscribes in full measure to the principle of
rural development and the enhancement of'employment opportunjties inv
rural Western Canada. The suggestions contained in other parts of this

report are aimed at gaining or regaining for Western Canada a larger

portion of the secondary processing industries associated with agril' 4

-

*. A summary of an economic analysis of upgrading branch lines; N

a study of 71 lines in lowa. Iowa State University, Ames, Iowa.

12
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culture. This does not mean the retention of every hamlet and village,
nor the retention of branch lines which‘are now or will becomé redun-
daht. In many of the present villages and towns, the only user of
railway services are the grain elevators. The long ter% projections
and plans of the elevator companies contemplate a substantial reductioh
in the number and locations of elevators by c]osure‘of many smaller
units due to their obsolescence. When these are phased out, the rail-
way will cease to serve any function.

As stated elsewhere in this report insofar as grain’related lines

4

are concerned, it is to a large extent/the existence of grain elevé—
tors which will determine the railwayﬁconfigurafﬁon. The exception

is where the economics of this princﬁp]e are completely out of line.

By virtue of location of new larger é]evators now built and plans for
future elevator constructidn whiéh have been provided to the Commission,
it is evident delivery points will be phased out and subd1v1s1ons or

14

parts of subdivisions will become redundant

The Ra11way Act - Sect1on 254 (3)

The merits of each line up for cbns1derat10n, and the communities
on them, were weighed by the Cormmission. The Commission gave full
consideration to the requ1rements of Section 254, subsection 3, of
the Railway Act which stipulates 1tems which must be taken into con-
sideration when a railway applies for permission to abandon a Tine.
In this context and in addition, the Commission considered and sought

information as to:

1) the highway facilities in the area served by the line;




the distances from stations on the line to
alternate stations on other lines;

alternative modes of transport in the area;

N Lo N
any seasonal restrictions on such a)ternative
transport;

any known potential resourge development in the
area;

any services planned for the future;

anticipated changes in the transportation practices
of those using or likely to use the line proposed
for abandonment;

the effect of such changes on other lines and
other carriers in the area;

the feasibility of continuing to operate all

or part of the branch line by changing the method
of operation or by inter-connection with other
lines of the company;

the feasibility of continuing to eperate all or

part of the branch line either jointly with or as .
part of the system or another railway company by
sale or lease of the line or segments thereof to
another railway company, or by the exchange of
operating or running rights between companies or
otherwise, including, where necessary, the
construction of connecting 1inks with the lines

of other companies.

These items and more, as indicated in Chapter 11, "An Evaluation

Framework" were studied by the Commission as a basis for:the recom-
' = e
N ™ .
mendation on particular lines.
t
X} Nhere,'in the opinion of the Commission, there was reasonab]e

,f expectat1on that ra11way service would be requ1red within the fore-

seeab]e future by a community to develop its known resources, the

Commission has recognized this requirement.

a




For this reason, a quick examination of the recommendations for

some retained subdivisions versus some recommended for abandonment

may appear inconsistent from strictly a grain handling density view-

point.

Rail is and will continue to be the principal mode of transport
for the movement of gré%n. As a transportation mode and as a service
to producers, railways will continue to play an extremely important
role in Western Canada. It is as a service to the farm community,
not as a community emp]yyer, that the railways will render their é%n-
tribution. Resources~;pent on the retention of very light density,
and in some cases redundant lines, subtract from the resources necessary
to render efficient service for Western Canada as a whole.

“These fihdings and principles are the %oundation upon which the
Commission structured the rationalized grain handling and transpor-
tation system required to se}ve adequately the needs of wésfern Canada

throughout the next quarter century.

\
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A MODERN CONFIGURATION

In Chapter 11, this Commission is recommending,the abandonment in
stages‘to the year 1981 of 2,165 miles of grain-related prairie branch
lines, as i; detailed in Table XII.1. Th}s 2,165 hi]es includes 534.2
miles which have not been in operation for as much as two years. At
the other end of the spectrum, the Commission has found, as is'also
discussed in Chapter 11, that some 1,813 miles of prairie braﬁch line
have characteristics which warrant their retention as part of the basic
rail system to the year 2000 énd beyond. Continuance, conditioned on
need, is the status recommended for the remaining and largest category
of light density branch lines amounting in all to 2,344 thiles.* .

Given these findings, what kind of railway system will serve the
needs of the prairie provinces until the year 20007

It will be a réilway systém which, 1ike the present one, is com-
posed of main lines and branch lines but with an altered mix of heavy
and light density lines; one in which 2,165 miles will have bégn
abandoned by 1981; other lines will be abandoned over Ehe year;;vlt
is illogical to believe that all lines not now recommended for aban-
donment will automatically survive until the year 2000. By the year

2000, to meet the needs of the prairie provinces, the railway network

will have been adapted to contemporary and*foreseedh]e conditions and

requirements; it will no u]gpger reflect, as it does today, circum-

e N «
stances which have long sinCe disappeared.

COntrary to what was said in'the MacPherson report, the development

era of railway construction in Canada is not at an end. New construction
\
/

* Includes 22 miles of new construction.
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will be required.

| fhe magnitude'bf agricultural developmeﬁt and other resources
‘ in the Peace River Block, both in Alberta and British Co]umbia,lwill
require fai]way construction and integration jn the near future.

The Commission holds that this new construction which must, and
will, take place should be under the aegis of Canadian National but
separated from the -normal commercial operations of that company so
~as not to distort its budget and financial picture. There should be
created a separate (evelbpment department of Canadian National to
undertake the development, the construction and the operation of any
development enterbrises, particularly in Canada's Northland. This
concept is more fully developed later in this chapter.

The Federal Government has in the past pérticipated ;n northern
transport deve]opmént ihfchh projects as the Hudson Bay Railway and
the Great Slave Lake Réif@ay, both of which were incorporated in%o,
the Canadian Nat1ona1 Railway System It is current]y again parti-
cipating in nofthern transport development jointly with the province
of British Columbia in the Joint Transpoktation Development Program-
.Northern British Columbia, for an extension of the British Columbia
Railway and Canadian National to Dease Lake and on to Lower Post
within the Yukon Territory; thevlatter broject being coverad by an
agreement in principle between tﬁe Federal Government:qnd the

Government of the province of British Columbia. These types of pro-

Jjects of necessi;y have to be funded by the Federal Government.or by
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joint Fede?a]-Provincia] programs until they become‘economically
viable and iqteérated into the main Canadian National system for all

purposes.

Prairie Rail Authority

N o

As to the remaining two groups of lines, those whosé continued
operation hinges on demonstrated neéd (2,344 miles), and those recom-
mended for abandonment (2,165 miles) by the year 1981, our primary
interest is to identify the administrative, operational and financial
arrangements which will best se;ve the public interest, i.e., serve
it in such a manner as to minimize the difficulties of transition from
thé network as we have known it to a system designed for contemporary

.and foreseeable conditions. In our view, it would be appropriate to
centre such arrangements in a new entity to be known as the Prairie
Rail Authority funded by the Federal Government.

In recommenaing a new body to address the several issues posed
by grain related branch lines, the Commission is not endorsing the
concept of automatic éurvival for all lines not now recommended for
abandonment. \

The management of these lines should be entrusted to this new
administrative body, 'consisting of three mewbers based in Western
Canaga and directly accessible to the producers affected by the ope-
ration of these lines. = This new‘body, indep;ndent of the railways,

appointed and funded by the Federal Government would have complete

jurisdiction to manage the lines and to keep them in a sufficient

~
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state of repair and in opefation for as long as they are needed.

The major function of the Prairie Rail Authority would be to insti-
tute tests of fitness for branch line survival and apply these tests
without fear or favour over the years ahead. . This Commission is not

recommending the addition of another permanent branch to the already

_over-burdened bureaucratic tree. On the contrary, we believe that self-

liquidation should be the ultimate goal of the Prairie Rail Authority,

as will become apparent in what follows:

-- Organization, Powers, Duties

The Commission believes that the Prairie Rail Authority should be
a Federal crown corporation, chartered effective no later ;han January lIst,
1978, with headquarters in the West. It should be empowered as may be
appropriate to carry out the following duties:

1) Lease, at a nominal fee, say $1 per branch line ber year,
all grain related branch lines now designated as Category
“B" which do not become part of the basic rail system;

2) Contract with Canadian National and CP Rail to conduct train
operation and related functions on these branch Tines on a
cost reimbursement basis, including a management fee, and -
subject to such incentives and penalties designed to obtain -
efficient operations as the Prairie Rail Authority may deem
appropriate;

3) Contract with Canadian National and CP Rail to perform such
roadway maintenance as may be required to conduct safe train
operations in accordance with prescribed service standards;

4) Contract for the provision of tr;%k service in substitution
for rail service after cessation of the latter on branch lines
which are abandoned, where an off-line elevator is continued
in operation;

5) Gather independently and from the railways, data on the physical

condition of branch lines subject to its Jjurisdiction, which is
at all times current and complete;
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Determine whether and to what extent rehabilitation of branch .
lines subject to its jurisdiction is justified, having in

mind all known facts and forecasts 'concerning grain produc-

tion and shipment on each line, as well as availability of and
cost of shipment via alternate lines, in such manner as to
secure maximum extension of service life for a minimum expend-
ture of funds; ©

ntract with Canadian National and CP Ra13 to perform such
roadway rehab111tat1on as may be required #n accordance with
6) above.

Monitor contract performance as to train operation, roadway '
maintenance and roadway rehabilitation;

Prescribe standards which will govern the provision of train or
truck service on individual branches in a manner responsive to
the needs of grain producers. This will entail the exercise

of a sophisticated Tiaison not only with producers and the
Canadian Wheat Board, but also with the elevator companies and
the railways, so that block loading and frequency of operation
are responsive to known and forecast demands for service;

Authorize, given demonstrated need, a "Basic Network" designa-
tion for individual branch lines, or portions thereof, for
inclusion in the basic rail system, guaranteed to the year 2000.

Authorize the -abandonment of branch lines lacking a demonstrated
need for their continuance; and

Control elevator sitings along its lines. The purpose here is
to preclude an uncontrolled proliferation of elevators along
the Prairie Rail Authority lines, which should be operated so
as to ehsure continued service at present elevators, and other-
wise to be responsive to such changes in marketing patterns
as may evolve.

It may:be desirable to be explicit on certain matters imp]ied by
the foregoing. It is our intent that power to sanction abandonment of
these branch lines be exclusively vested in Prairie Rai] Authority; such
power should be, we believe, for this limited purpose t%gnsferred from
the Canadian Transport Commission. The latter bodjiwou]d, however, in
the regime we recommend, continue to exercise its regulatory jurisdic-

tion over rates and charges applicable to commodities othér than statu-

tory grain wh1ch originate, term1nate, or move over, lines regulated and

N
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oﬁerated by or for the account of Prairie Rail Authority, pursudht to
wheelage agreements with the railways. |

Before-ﬁaking an order for abandonment of any line under its juris—‘
diction, the Prairie Rail Authority will cause a hearing to be held in
the locality of the line proposed for abandonment, and, having duly
advertised the hearing shai]iproceed to hear all interested parties.
The Committee to hear such applications shall consist of the three mem-
bers of the Prairie Rail Authority, supplemented by a member appointed
by the Province in which the line is Situated, plus another member
appointed by the Rural Municipality Association of fhat Province. The
Committee shall within 90 days render a decision which shall be final.

Another implicit characteristic of the Prairie Rail Authority is
its self-liquidating nature to which we have previously referred. By
this, we have reference to the obvious fact that the jurisdiction of
Prairie Rail Authority, its work and{its deficit (to which we shall comg ny;
shortly) should all tend to decrease, at first relative to other econ;;ic
activities, and eventually in absolute terms when, with the-passage of
time, mqﬁg and more trackage is either designated for permanent retention
or abandonment. It is our intent that an explicit goal of the Authority
be to have all lines subject to its management pass from its Jur1sd1ct1on
e1ther to the bas1c network or through abandonment by the year 1990.

Contracting with Canadian National and/or CP Rail to conduct train
operatijons and relate&ufunctions, as well as roadway maintenance, would
not create labour problems nor difficulties with the railway Tabour unions.

We regognize that an innovative operating and reguiatory pattern

such as we advance here is of mere academic interest, unless it meets
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" the requirements of those whom it is meant to serve. It seems appro-
- priate, therefore, to consider next the posture of the Prairié'grain‘

producers, wfth a railway network adapted to the present and fore-

seeable conditions, before consjdering the economic and financial

underpinning of the grain gathering system we recommend.

-- Producers |

A point we wish to emphasize at the outset is thatlthe changes
we propose in the Prairie rail network relate to the m&nnep in which
‘that network is operated, regulated and financea, and in no way to the
manner in which individual users of the network conduct their affairs.
These changes should, if propér]y carried out, improve the qda]ity
of available grain gathering transportation, elimipéte some of the
uneconomic aspects of that process as it has heréiofbre been conducted,
and have a salutary effect on Canada's grain
highly competitive.world market. ‘ﬁe stipulate that thgre will be
no édverse impact on the individual grajd farmer, sinceithe changes

we propose do not entail adjustments An the present freight rate

- groupings, elevator locations, points of grain delivery or marketing

patterns generally. Applicable statutory freight rates will apply,
as they do now, on grain forwarded from the primary elevator locations
, chrrent]y used. Present rate relationships between different producing

areas will remain undisturbed.

It is important to stress that\Prairéb Rail Authority will

 sponsor contract operation for its account, of truck-substitute ser-

vice in‘areas where rail branch lines are abandoned, and off-line
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eIevatofs continue in 6pgration. This will have no effect on individyal
producers. They will bring their grain to the eievator'which enjoys

fhe%r custom today. Upon abandonment that facility 'would, if viable,
become an off-line elevator, from which grain would be forwarded by =
Prairie Rail Autﬁority contract truck.to an a]ternate,ﬂocation‘- presumably
the nearest main or branch line point with continuing rail service.

¥
-- Operating Economics

As we use the te;m here, operating eéonomics includes income'
derived from the branch lines, offset against the costs of servicing
them. By the. Conmission's formulation, Prairie Rail Authority income
co}lected will consist of elevator or land rentals, wheelage on its
non-grain traffic and that share of revenue, if any earned from
statutory grain iraffic originating on its Tines, which exceeds the
.-revenue derived by application of statutory rates to the nearesf basic

\

network junction point.- A1l revenue accruals in thqse cases where

the same rate applies to the movement of statutory.grain both from

its actual origin station and from the nearest basjc network rail
point will be for the accoﬁht of the railways which, it should be
stressed, would receive identical or substantially similar revenue
in the eventthe branch line were to be discontinued.

The principal elements of operating expense to be experienced
by the Prairie Rail Authority are its contractual obligations to
defray the cost of roadway maintenance and train operation or

substitute truck service from off-line elevators.

i i .




" The Commissfon on the Costs of Trangpbrting Grain by Rail found |
that normalized line re]atedkcostSVin 1974>aggregated $20.9’mil%ion and
$31.7 million respectively for 3,355.1 miles of Chnadian National and
3,771.8 miles of CP Rail grain dependent branch 1ines.’ Assémb]eg data
does -not lend to computation of branch line trafn operating costs cor-
résponding‘to the line related cost figures‘cited above, but‘a system--
wide comparison, set out on the following page, indicates that the
ratio of train operatiah gxpense,'inc1uding overheqd, to road mainte-
nance, property taxes and related overhead was 1.44 for Canadian
Nation&] and 1.92 for CP Rail. Roddway maintenance, property téxes
and overhead of the grain-related Prairie branch lines in 1974 was

‘ $12.2 million on Canadian National and $14.7 million on CP Rail.
By application of the above ratios, it is gstimated that grain
related branch line train operation expenses wouyd approximate $17.6
million andy$28.2 mi}]ion on Canadian National and CP Bai] respectively. \\“‘
Thus, an order of magnitude estimatebof hdrma]izéd line related
costs plus train operating expenses for grain dependent branch lines
‘approximates $38.5 mi]fion for Canadian National and $59.9 mi]]ion
for CP Rail*, As detailed in Chapte} 12, the Commission is recommending
that 1,451.5 miles of Canadian National line and 892.1 miles of CP
\ Rail line be transferred to tﬁg Prairie Rail Authority. The roadway
\\ and train operating costs ca]éulated oﬁia mileage ratio basis for | ’

\ :
‘\these lines would total $30.9 million.

\ . Y ]
X ok -
\ :

¥ .
\ * These figures exclude all elements of freight car costs and
depreciation, which are conventionally designated as operating expenses.

4
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TABLE IV=1

Ratio of Train to Roadwdy Expense
JFor Class 1 Ra11ways of Canada
1974

Roadway Expense

Total Road Maintenance $ 248,257 ©$ 130,389

Plus: Total Provincial Municipal .
and Special Taxes © 36,384 26,892

Less: 'Quebec and Ontario Income
and Quebec‘Pension ‘

Tatal Road Maintenance and Taxes $ 282,884 - $182,917

Train Expense

Locomotiv® Repair and .
Depreciation (311A,331) $ 74,994 » 71,208

Equipment Overhead* ‘ -11,183‘. - 11,258
Dispatching 372) 14,792 9,706
Enginemen and Trainmen ~ (392,401)" 115,501 70,702
Fuel | (394) 71,420 : 54,154
Supplies (398) 4,449 4,291
Enginehouse (400) 16,448 11,229
Train Other (402) 56,174 38,206
Signal Operation (404) 670 446
Communication , ' : 12,244 3,530

Tota] Train Expenses $407,045 _ $293,956

Ratio of Train Expenses to
Road Maintenance and Taxes : 1.44 1.92

* Est1mated at 20 percent of account 311A e

** Estimated at 10 percent of the sum of Accounts 372, 394 398
400, 401, 402, 404 and 407

Source: CNR and CPR Annual Reports to Canadian Transport Commission
1974




It is apparent without detai]éd analytical treatment that the

Prairie Rail Authority share of freight revenue* under the operational

and regufatory arrangements we believe to best serve the broad public *

" interest, will constitute a substantial shortfall from the Authority's

: oberating cost, even if‘aT1owance is made for a generous margih of ‘error
in our assumptfoﬁ of a constant ratio, system ahd branch, between Road
Maintenance and Property Taxes on the one hand and Train.operations on
the other.v Thus, the Prairie Rail Authority would inherit, as we see it,
a situatién which has existed for some years. When, after World War II,
it became apparent to the rai]ways~that Qrain-re]ated branch lines were
deficit operations, the carr%e}s were nonetheless required to continue
their operation in diécharge of their common carrier obliéations, and
vin furtherance of an embedded policy that the economic well-being of
the nation would take precedence over the commercial viability of indi-
vidual lines or services. However, the National Transportation Act of
1967 relieved the f$i1ways of this burden in accordance with its philo-
sophy that “eacpvmode of tnﬁnsport, so far as is practicable, receives
compensation for the resources, facilities and services that it is
Vrequ1red to provide as an 1mposed pub11c duty."** By the provisions of

that statute, the railways were to be re1mbursed in fu]] for approved

costs incurred in branch line operation, and pursuant to it, they had

L
A

* In 1974, statutory grain amounted to 91.9 and 89.5 percent of
the respective tonnage totals on grain-related branch lines of Canadian
National and CP Rail, generating total freight revenues of $42, $46, and
$1.3 million for Canadwan National, CP Rail and NAR, respectwvely
Commission on the Costs of Transport1ng Grain by Rail, Report, Volume I,
Appendices F and H. +

** 14-15-16 Elizabeth II, Chap. 69(1)(c).
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received, aE.of December 31, 1976, the following subsidy payments in

respect of the calendar years indicated.

Section 256 Section 258
Unprotected Protected
Lines 1Lines

. 903,551
-- | 897,114
$ 1,209,908 13,248,382
2,938,716 29,792,179
4,117,550 33,666,504
4,283,670 41,269,213
-- ~ 75,521,395
226,434 82,378,981
397,340

$13,173,618 " $ 358,424,216

At inception of the Prairie Rail Authority, subsidies to the railways

for grain-related branch lines will cease, but the expenditure of resources
in excess of revenues Wi]i persist, although we anticipate that the

excess wi]l'be of ever decreasing magnitudes as time passes and will
altogether evaporate b} the year 1990 when need will have been demonstrated
“or disproven on all lines entrusted to the Authority's care. In.

the 12 year‘]ife of the Authority, howevér, a substéntia] railway
»mi]eage,’shadowed by unreso]véd questions of need, must be administered;

- for this miléage, the gap between cost and revenue must be met if

service is to continue. \ | ’

It is manifest that few, if any, areas of the ecohomy are untouched

by subsidies, that subsides are as old as government and have long

4
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‘been used as aﬁ acceptable mechanism in the National interest. In the
present case, the government's purpose should be to ease the transition .
from o1d to new practices for the paramount sector of the nation's
agriculture, which is by any standard a most worthy pblicy.' Moreover,
the recipient of the annual subsi&y required to meet branch line
operating deficits will in the future be a body dedicated exclusively

to the public service and relieved of the commerc;al stand;rds empjoyed

by the corporations it will supersede. Finally, the subsidy recipient
: "

)

will have a limited life, a terminal date and a mandate for self-
liquidation. We have no hesitatipn, therefore, in recommeﬁding that

the Federal subsidies now authorized By Sections 256 and 258 of the ’
Railway Act be replaced éffective January 1, 1978, by a funding mechanism,
su;tained from general revenues of the Federal government, adequate

to sustain the Prairie Rail Authority in discharge of its duties as

we have described them.

- Physical Plant

A major advantage of the Prairie Rail Authority is that 1t.w111
arrest and correct the long term physical deterioration which has
been experienced by the grain-related branch lines. As we have else-
where noted; the lines over which the Prairie Rail Authority wf]] take
jurisdiction are typically not in the best physical condition. Although
some lines have had relatively recent work and permitvunrestricted

train Jperation, a far larger number of lines require varying degrees

- of rehabilitation, and are characterized by worn rai], rotted ties,




fouled ballast, inadequate track materials and a complete absence of
ditching and there?ore permit train operation only at curtailed (speeds.
These conditions have developed despite the subsidies pFeVious]yv rrayed,
" because the railways have believed, rightly or wrongly, that the‘maéni-
tude of approved subsidy payments has been inadequate. They have
therefore deferred subStanti&] amounts of normal roadway maintenance
which, in turn," has coqsuMéd the rail, ties, ballast, etc., already
~ip place at a rqte'faster than mfﬁht otherwise have occurred.
In addition-to mainéenance deferrals, the‘railways’have largely,
ff not completely, withheld ihjECtioné of new capital into their
. grain-reléted branch line plant, apparently because earning;\bn néQ
investment Qere limited by cost of money rates established-by the
Canadian Transport,Commissioh;\&ﬁiafut provision for-inco$é tax.* !
Critics of this subsidy system inc]udiﬁ§Jthis Commission concluded thht the
subsidy mechanism was defective because it provided for disbursement
;ovthe general revenues of the railways and'fai1ed tgﬂearmark funds

provided so as to ensure their dedication exclusively to the branch

b 2
!
>

lines.
This entire controversy becomes moot when the arrangements we
recommend arg instituted.. The Prairie Rail Authority will not only

“have a subsidy to cover the gap between current revenues and costs,
» W

* See CTC Order R-6313, Secs. 3.5.3) and 3.(4), pp.434-5. The

railways ‘have consistently maintained (1) that CTC cost of money rates
are too low by current-money market standards, and even if they were
higher, (2) the provision precluding an allowance for income tax makes
new branch line investment imprudent.

) - 101 -




[

~

; but will also be provided with capital funds to rehebi]itate the physical

branch Tines plant where and as needed. The 1ingering‘Prairie suépicion
that funds meant to'keep the grain;related bfanch lines functioning were . .
expénded on ‘other parts of the railways, or disbursed as dividends, will
be at an end.

w

i The Prairie Rail Authority will have, of course, no mandate to
o;erate‘"gold-plated" railways. On the confrary, and we reiterate, it
shouiq’manage the funds éntrustedAto %t in suéh a manner as:to correlafe
roadwa&‘e&penditure with anticipated road property service lives, balancing '\
on each line quality servjce for the 1éhgest\Perjods(possible; with mini-
mal residual values in the road property entrusted to it. In many cases
this may mean continued minimal maiﬁtenance and low operating speeds. .
The service here contemplated would be "as and when required". This
involves }etognition that serviée might not in many instanées be 6n a
year round basis. Many lines can be adequately serviced by periodically
emptying the elevators on the lines at spetific times of the year.
Co-ordination to achfeve thg service needed wdu] ﬁélfﬁﬁgired bétween
“the elevators, the Canadian Wheat'Board and the(z:iirie Rail AuthorityL
- Management skills of the highest order will be reﬂuired and it will also

require the Prairie Rail Authority to address analytically some of the
o a .
© + peculiar features of railway accaunting, in that the required branch line
h roadway work, in addition to normal maintenance discussed above, divides

into two parts:

1) "catch-up" maintenance, and
2) rehabilitation

»
each of which, in part, consists of operating expense, i.e., the current

cost of doing business and, in part, is capitalized, i.e. becomes an asset
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or a portion of the property used

That some expend1ture on branch line. ma1ntenance is convent1ona11y
cap1tal1zed br1ngs us to cons1derat10ns of ownership and property title.
The ‘lines to be transferred to the Pra1r1e Rail Author1ty represent
assets on the books of the railway congorat1ons which hold title to
them. As indicated previeusly, the Preirie Rail Authority will lease

. each line from 1ts owner during the per1od\of its jurisdiction. The

ram1f1cat1ons of re]at1onsh1ps between ]GSSb\f’ lessees and third parties

are well settled at law, so considerations of ownersh1p and title have
little practical effect unt11 individual lines Or parts of lines are
transferred from the Prairie Rail Authority to the basic network, or
abandoned. In the former case, where the invo]vedkproperty is returned
to its former owner, we foresee no problems. Nhere\é Canadian National
grain-related branch line becomes a portion of the basic network oper-
ated by CP(Bai], or vice versa, conventional - negotiations for sale and"
acquisition seem adequate. Where, however, a line is to be abandoned,
questione immediately arise such as: Who will then own what remains

of the property as it existed on January 1, 19787 Who has title to the
elements of value which have been invested. in the Tine of railway while
it was managed by the Praiwie Rail Authority? These issues could be
magnified into controversies far exceeding“thejr signifi@ance. We pro-
pose to forestall controversy by providing that, upon abandonment, the
roadbed - that part of the property abandoned represented by land - vest
in the provincial crown for.dtsposition as may be mutually agreed to
‘between the relevant province and municipal authorities.

Canadian National or CP Rail, as the case may be, have entitlement

- 103 -




recover and’remove,'with one exception, such of the improvements to
the property;vrai1, ties, other‘track materials, ballast, etc., as may,
in their judgement be warranted. Culverts, the removal of which might

alter established drainage patterns, or have other adverse effects, would

constitute the sole item of improvements to be left in place if so ordered

by the Prairie Rail Authority.

We anticipate some objection that the property disposition formula
we have outlined involves some element of“expropriation of railway Rro-
perty without compensation to the railway companies. Tnat cannot be a
valid objection. Under Sections 106 and 259 of the Railway Act, the
railways have a legal oblagation‘to maintain service on all lines unfi]
abandonment approva]tis given. In the case of grain-related branch lines,
the railways ask to be relieved of this obligation, taking the pogition,'
with which we do not disagree, that they are operating these uneconomic
lines at a great loss, even when‘given the branch line subsidies to wnich
we have referred. 2

In our view, the railways cannot have it both ways. They cannot
secure relief from their financial burdens, as we propose, and yet retain
an undiluted title to the property in toto particularly where, as we also
t propose, many elements of value in the property ultimately to be abandoned
are~]1ke]y to be, in the 1nxencm, enhanced¢by some degree of rehab111t1at1on
involving new investment with public fund%. We therefore deem it eminently
just and equitable that in return‘for_pernanent relief from their legal
obligation to continue a']osing operation; and of having to restore the
abandoned right of way to its former conoixion, the privilege of being

allowed to abandon shouldee made ‘conditional upon giving up ownership of
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the land in the,rigﬁt of way. A substantial portion of this Tand is
quite valueless in any event.
It is pertinent to note here that the Royal Commission on the
Natural Resources of Saskatchewan found:

."As time went on, additional land subsidies were
prom1sed to the Canadian Pacific Ra11way for subsidiary
lines, and to other railway companies for other pro-
Jected lines. By 1905, more than 55,000,000 acres of
prairie.lands had been so pledged, but on]yﬂtwo-thirds
of this acreage was earned by actual construction.

Well before 1905, the policy of subsidizing railway

- construction by land grants had been discontinued but
the process of selecting these lands so earned, and the
after-math of tax exemption, remained for many years to
vex the growing communities of the west "

"It should be pointed out that practically the whole
burden of providing land for these railway subsidies,
not only for the ra11ways within the Prairie Provinces.
as set up in 1905, but for the railways to the north, as
well as for portions of the Canadian Pacific lying in
Western Ontario and in British Columbia, fell to the
lot of the three Prairie Provinces, chiefly to
Saskatchewan."*

There should be no corporate crying over the return of rights of way

~to the Crown.

e

\

Majority Report, March 12, 1935,
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Railways in the Northwest &

Western Canada still has a large frontier for development which

is becoming increasingly important. As we use our natural resources
in the areas of present‘&eve]opment, and as our cities and industrial
complexes expand, enguffing some of our best agricultural land, and
as wor]d.population grows, demanding more food production, we have to
look at other areas for both food and natural resources. Eipansion of
agriculture and industry in this last frontier is assured; it is only
a matter of time and exped1ency

It is 1mportant that the groundwork be laid to expedite the
deve1opment of this great area's potent1a1 in agr1cu1ture 0il, forestry,
coal, iron ore, sulphur, etc. This last agr1cu1tura1 front1er in
Canada is perhaps the largest in the entire world. The area for natural
résource development it the north west area of Canada, which inc1udes'
the north one-half of Alberta, the north east of British Columbia,
common]y referred to as the British Columbia and Alberta Peace River
B]ockﬁxand the western part of the North west Territories. The area's
southern boundary bewng an- east-west 1ine through Edmonton, roughly
from the Saskatchewan border to the Rocky Mountains, extends into
‘British Columbia and follows the eastern slope of the Rocky Mountains
to the Yukon Territory and is bounded on the north by the Arctic Ocean.

Because of its geographic location and its limited accessibility
by land and water; it is virtually an empire unto itself, that must

have rail access to the rest of Canada and ocean ports.
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This area in Alberta and Britis olumbia is more than twice the
size of the Federal Republig<of Germany. The agricultural area extends
roughly from the 54th to 60th parallel, and the natural resource area
extends beyond this to thq Arctic. The Precambrian shield parallels
the east side of the MacKenije fiver with the Coppermine country to
the north east. .

- The Governménf of Alberta submitted to this Commission a verj
imaginative proposal, to establish a North West Rail Authdrity to support -
- foreseeable economic expansion in the northern partkof the Province.
*This Authority, as A]bgrta conceives it, would be an entirely auto-

nomous body, independe%t of Canadian National and CP Rail, empowered

to own and operate all raf]way lines within the province north of
Edmonton, or to have others do so on its behalf. The creation of sgth
a regional rail authority would, the Province of Alberta submits,
result in significant operating economies, enhance car supply, faci-
litate the elimination of rate anomalies, enhance resource deve]opmentv

énd, by imp]ication,yimprove Alberta's access to world markets.

Specifically, the Jines to come within the Authority's compass

would iqcludef

1) The entire operation of the present Northern
_Alberta Railways Company (NAR), linking Edmonton

with Fort McMurray, Dawson Creek and the Peace
River country; ' ‘

. a
The Great Slave Lake Railway (GSLR), extending
between Roma Junction, Hay River and Pine Point
(the latter two locations being in the North
West Territories);
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The Alberta Resources Railway (ARR), be tween
Grand Prairie and Swan Landing; and

4) Certain northern extremities of Canadian
National, namely the Athabasca, Bonnyville,
Coronado and Sangudo subdivisions.
These now disparate enterprises should, in the view of the
Province of.Alberta, bé joined together to aqcomp]isﬁ the twin pur-
poses of improved sefvice to current railway customers and the pro-

vision of adequate capacity for the substantial growth in railway

traffic which isrforeseen._ The Authority would be a partnership of

public and priVaté interests; its capital at inception would be the

contributed railway lines comprising its constituent parts, now owned
by the Provincial Government, Canadian National anJVCP Rail.

The principal justification for Alberta's proposal lies in its
vision of unprecedented economic expansion, whicﬁ foresees con;i-
nuation of trends experienced during the last :15 years through to
the year 2000. The result of such growth is foreseen to be a four- '
fold increase in Northern Alberta's railway freight by the latter

year, as the foliowing table shows.




TABLE 1V-2

NORTH WEST RAIL AUTHORITY TRAFFIC FORECAST

Existing Existing, Firmly
Present and Firmly Committed and
Commodity ’ Tons Commi tted Proposed
e e (000'S) feiiuiiiian.ns
Bulk Grain 1,052 1,052 L 1,052*
0i1 Sands Development S 290 799
Sulphur 1,750%* 465 1 1,200 °
Coal: - . ‘ ‘
Metallurgical y 2,018 5,000 - 5,000
Thermal j - - 10,500
Minera]s_ ' )
(lead, zinc, - _ : ,
iron ore, salt) 580 T 545 | 3,220
Forest Products - 570 1,010 1,730
MacKenzie Pipeline Support - -- *hk 1,030
Petroleum Products 428**x X N/A 1,700
General Freight 2 CNMA | A 700
TOTAL 6,398 8,362 26,931\

N/A  Not Available

~* Conservatively forecast as "no growth" in rail traffic due
to increased on-farm consumption or local milling and reduction

in export trends, and despite a 40% increase under cultivation.

**  Current Sangudo Subdivision production from five gas
plants, 1973-75 average. Forecast assumes exhaustion of this
reserve before the year 2000, with sulphur tonnages from new
sources less than current Sangudo volumes. !

*** - Assumes no pipeline construction

**** 1974 Northern Alberta Railway petroleum tonnage originated
and received from connections.
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To serviﬁe.this anticipated rise in the volume of railway
traffic, the Province of Alberta projects a need to expend $230
million, between now and the end of the century, to upgrade existing
rail lines of the North West Rail Authority through installation
of new ties, heavier rail, improved ballast and new communjcations;
anq by rep]acehent of old with ;;w bkidges.

This Commission cannot verify these traffic forecasts, but

is of the view that;the buHe grain estimate is much too conservative.

Within the Authority's territory, The Province of Alberta also
anticipates thaf new railway construction, amounting to as much as
* 455 route Tsles, will be required to provide accéss to new development,
principally mineral extraction, and including substantial agricultural
components. Depending on which 1ines actually come into beihg, the |
expendithre (at 1976 price levels) will aggregate between $218 and
$385 million.

!
The probable expenditure on new and improved railways envisioned?

by the North West Railway Authority proposal therefore totals betweenQ} 1}
$448 and $615 million, significant sums even at currently inflated ;y
price levels. |
' Given the fact that these estimates.of expenditure ére only

estimates, albeit by respected consulting engineers, and given the
probability that not all the contemplated new lines wiPl'pe

. constructed, if is apparené that our‘consideration of this concept
penfers on a prospective expenditure approximating one-half billion

dol.lars.
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Alberta emphasized that present and prospective railway
capital budgets are inadequéte éo commit funds of such magnitude
to relatively high risk projects within a (relatively) limited
geogréphica] area. Where then will the monéy come from? The

* submission from the Government of Alberta suggests that in!erest

| free Northern Development grants will be available, and it implies

that the Province and the Federal GdVernment, as partial owners
of the North West Rail Authority, mayxalso expect to be called
ugpn. Canadian National and CP Rail however, as we shall note,
were af no pains to offef capital. They do not share Alberta's
great expectations, and they have many competing prospective uses
,for the Timited supply of new capital.

We do not view it as an ob1igatign of this Commission to

" conduct an exhaustive investigation of sources and-uses of funds

for railway expansion in Northern Alberta. In our opinion, the.

central issue is whether or not such improvements and additions

~are, in general, needed. If need is, demonstrated and an appropriate

administrative mechanism devised; we do not doubt that, in due course,
the necessary means will be forthcoming from a>variety of prospective
beﬁeficiaries}~ The Great Slave Lake Railway is an example of
industry participation. ' ‘.
wﬁether there will be suff{éient traf%ic to justify all or
'any major part of Alberta's proposal is the issue'toowﬁich wé nbw

turn. 'The perils of forecasting far into the future are so well ‘

"

o
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known as to require litte stress here; no respected authority would,
for example, on the basis of past experience, have foreseen Alberta's
present prosperity at the conclusion of World War II, or even twenty
yeérs ago. The random happ;nings Which influence events'and trends,
cannot yet be captured by even the most sophisticated techniques
of extrapolation. It is, therefore, all the more true that enthusiasm,
expressed in terms of concrete and steel, is as influential in
shaping the course of human events as any fundamenté1'economic and
political trends which have penetrated the perceptions of conventional
thinking people. In a word, the prophecies that governments make,
have, as has been noted e]sewhefe, a tendency towards sel%ffu1f111ment,
In the 19th cenfury it was Canada's dream to build a nat{én by building
a railway, and so it did. Seen in that context, A]bertax§:vision of
northern development through railway reorganizatign is fdﬁhamenta]]y
appealing to this Commission. ‘

The foregoing should not be construed as in any way intend d'to
disparage Alberta's fof:éést of northern growth in the Provincd. This
Commission was very favorably impressed‘with the efforts expended by
the Province of Alberta to gather éq@'present_an organized body'of“
information on anticipated growth in its northern areaé, éﬁd with the
}esults of these efforts. We do not underestimate the difficulties
of securing a measure qf factga] information from the p]Sns of a

multitude of actual and potential entrepreneurs, each chiefly concerhed

with protecting his competitive position from premature disclosure of




proprietary intentions. What emerges from Alberta's submission

is a certain combination of spécificity and the lack thereof, but

no lacg whatever of activity reflecting confidence in an expanding
and expansive future. This Commission believes that the weight of
available evidence clearly indicates that many, perhaps most of the
plans and prospects for northern development in Alberta, so exhaust-
ively documented in the submission of the Province, will be trans-
muted to reality over the next generatibn, though not perhaps in the
precise locations, Volumes, or character now présented to us. This
judgment is reinforced by the confidence exuded by the Provincial
Government, a‘confidence which in itself will engender and foster

an attractive climate in which present anticipationé may more-easily
be brought to fruition. In our view, this confidence in the futlre, -
in which the Provincial Government so clearly mirrors the hopes and
aspirations of the community it serves, will be an important factor
in realizing the somewhat exuberant forecasts set out qbpvé.‘ Since
no one can deny that confidence reduces uncertainty, th{s gommiﬁéion
- is persuaded that, on balance, a very substantfaltrailway traffig‘
increase Will occur in Northern an& Northwestern Alberta, and that
appropriate measures must be taken&to provide, in the nat1onq1 as

well as prov1nc1a1 interest, for 1ts accommodation. f

- We next consider the response of the railway companiesito the

proposal of the Government of Alberta. The most important vailway

|

operation in the area, with which we are concerned, is the Northern

[
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"Alberta Railway, owned in equal share by Canadian National and CP

Rail, and dependent on its parents for car supply, though possessed

of its own managément and motive power.z The submissions of the

Northern Alberta Railway were principally concerned with Alberta's
separately submitted proposals for certain new grain handling
railway lines, viz., between Hines Creek and Fort St. John, and
between Spirit River and Dawson Creek, Canadian National and CP
H.RaiT speaking for the Northern A]berta Rai]way took a dim view of
‘Fhese proposa]s, a matter which{we'consider elsewhere. Northern
Alberta Raf]way, however, has n&t.addressed itself to the broad-
gauged perspective of econom1c growth, in the long term, with WQ}Ch
we are pr1nc1pa11y concerned with here, nor has it any comment to
make in respect of the North west Rail Authority, as to which it
has -- "looked to the parent companles to carry the burden of analysis
in evaluating the consolidatign propbsa]."

" The parent companies undertook to assess Alberta's proposal .
by an elaborate study of present versus combined direct operating .
costs of the Northern Alberta Railway, Great Slave Lake Railway,

Alberta Resources Railway and Canadian National's Athabasca

Subdivision*, in response to a request of this Commission.

-

* The railways' study differed from the North west Ra11
Authority as proposed by Alberta, in that it excluded from juris-
diction of the Authority the Bonnyv111e, Coronado and Sangudo
_ Subdivisions of Canadian National.
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On the assumption that all present mi]eagé was retained and
that all traffic followed present routings, the joint submission
of Canadian National and CP Rail conclu&ed that consolidation would
reduce annual direct costs by $135 thousand (at 1975 price and
wage levels), but would not result in rate and service improvements
to shippers and consignées fn the area. Without reference in/
dgtai] to the complete submission of the railways, it is apparent
that measurement of'after—consolidation cost behaviour in any such
submission rests on a muititude'bf assumptions, stated and uﬁstated..
Such assumptions inevitably influence, and in fact, together determine
the findings of a before and after survey,,of the type advanqed by
the railways. |
In the. present case, there is abundant reason to believe that
the railways have marshalled their figures in such a manner as to
minimize the‘potentﬁa] advantages of a uniffed operation in fhe
territory. - For example, the savings postulated by the railways'
case gave no. weight to the elimination:of some 29 miles of parallel

railway route mileage which could be realiffg/from construction of

the contemplated Kerensky-Egremont-Redwater connection of less

than one mile in Tength. Elimination of 29 miles of rail line »

would result in a saving of approximately $230 thousand annually,

in normalized maintenance costs alone.
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By the same token, the rai]wéys have assumed post-

consolidation: ,
1. A need for a fourth crew member on trains of the
Great Slave Lake Railway, despite the lesser number
now employed, an absence of grade crossings and
minimal switching on the line, and the precedent
of non-uniform crew sizes in their own yard
operations;

No increase in equipment repair-efficiency by -
reason of transfer to Dunvegan of work now
performed at Roma Junction;

No increase in efficiency flowing from an expanded
scale of operations, e.g. the possibility of using
automated data processing for manual methods now
employed by NorthemAlberta Railway in accounting,
record keeping, payroll and purchasing functions;

A need for redundant supervision at Hay River;

Continued movement of dead Great Slave Lake Railway
locomotives needing repair;

No savings from more efficient use of roadway maintenance
machinery; and

No reductions whatsoever in car costs from use, by some
traffic, of less circuitous routes.

: 4
The foregoing list is by no means exhaustive, but it serves

fo conf1rm our view that in the premises, potent1a1 benefits from-

: consol1dat1on may well exceed, by a s1gn1ficant margin, the $135

thousand annual operating sav1ngs proaected by the ra11ways
Alberta, by contrast, ant1c1patgs through a witness with
extensive railroad executive experience, that single management

operation by an independent entity would have the potential result

.of a one-time expense reduction of $1,037 million, and annual




operating savings thereafter of $982 thousand. We do not doubt
that Alberta is putting its best foot forward by such an estimate,r
andiconc]yde that the potential savings from unified railway
operation%in Northern Alberta will probably be on the order of a
‘ mihimum $500 thousand per year, given present levels of traffic
and scale of operations, with still 1erger economi:s to be
realized when traffic grows. »

Both railways, for somewhat different reasoqg,‘took the
position that'the concept advanced by the Government of A]Berta
was undesirable. Canad1an National quest1oned whether current
cost reductions could be achieved; po1nted out what it believed
would be relatively limited influence of the prpposed Authority on
rate and eervice arrangements,'which necessariﬁy have a supra-
regiond] geographic reach; referred to the inhérent conflict between

|
Alberta's proposal and consolidation trends elﬁewhere on,the continent,

i.e. Con- Rail; reJected the thes1s that the tra ontinental railways

RN

a-rces,or the

do not now, nor will in the fu ﬁre, have the
pr1or1t1es, toLmeet emerg1ng d ve]opment needs, referred (w1thout
specif1cat1on) to "other mechapisms ava11ab]e" to atta1n the same
goals; stressed the lack of incentive for its cooperation; expressed
its doubt that CP Rail access [to an increased share of traffic
within the region would benefit shippers ahd receivers; and voiced
its reservatﬁons about the ad;ogggyvih A]berta'e proposal of

government roadbed ownership.




CP Rail, on the other hand, submitted that the proposal to

establish a North West Rail Author1ty was beyond the terms of

. reference of th1s Commission. It joined with Canadian ﬂationa1 to
the extent of questioﬁing at length the concept that government
acquire ownership of all rail roadbeds in Canada, a concept which
vit totally opposes for a variety of reasons. CP Rail appeared .to
welcome the opporfunity to share in traffic to or from the Great
Slave Lake Railway, but otherwise fpund little merit iﬁ Alberta's
concept, which it claimed would reduce, or altogether eliminate, its

prospects, after many years of loss, for a commercial recovery from

the Northern Alberta Railway.

‘aejmust emphatically disagree with the CP Rail opinion that
our terms of reference limited this Commission to consideration
“of th best to move grain to export positions”. Rationa1ization
of the network for grain gathering and movement is, to be sure, at
fpe forefront of our concerns. Grain movement, however, though

¢értain1y prominent and controversial, is by no means the only

/;ransportation issue which public policy must confront. Our charge,

/ as we construe it} is to consider any ahd all propbsa]s whether

| they are specific or global in scope, which may have an influence
for transportat1on betterment in Western Canada over the years
ahead. An eva]ua;1on of the North West Rail Author1ty pro?osal is -

clearly pertinent to the discharge of this obligation.
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We also find that the othef misgivings voiced by the railways,
with a single exception, lack merit. The exception relates to the
idea that government should own the rail roadbeds throughout
Canada. As to that suggestion, CP Rail comments: |

-

"It involves an in-depth examination of concepts
beyond the time and scope oX this Commission, '
and cannot be dealt with on 'the basis of the
generalized information presently available to
the Commission. We note that the Province of
Alberta agrees with this position." *©

We agree in genera?, and will discuss the concept ﬁé further,
except to note that its implicatiohs and ramifications are so vast
as to seem to warrant explicit consideration on a national
scale.*

The other misgivings voiced by the railways are collectively
characterized by the philosophy that established inStitutibns are
always best equipped without modification, to address new and
unique situations as.these a;isé. We do not sharé that view. Were
it valid, Canada woﬁ]d never have emerged from its colonial cocoon.
Central to oﬁr thinking, by contrast, is an urgent need for |
institutional ch?nge, adequate to address and resolve the transportation
needs of a dynamic society. In such a milieu, the Alberta brief
commands respect by its dochﬁg:fétion of anticipated growth and

uits concern to provide for a future development which appears to
this Cbmmissibn as inevitable in its generality as it is hazy in

its particulars. Accordingly, the Commission finds much of the

* Reference to Chapter 6.
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Alberta thesis to be persuasive. Appropriate steps should be taken

to foster.and encourage the rai]way infrastructure ¢f the north,
as distinct(from r§i1ways throughout the nation, because it is to
the north fhat Canadian hopes and aspirations are directed.

Since the rai]wa& infrastructure of the north is and would
be primarily deve]bpmenta] in nature, it should not, in the Commission's
view, be measuret by the rigorous standards to which Canadian National
and CP Rail quite properly must adhere, in the pérformance'of
their commercial duties. By the same token, the railway infrastruc-
ture of the north should exclude railway segments which have the
potential for commercial viability witﬁin the time horizon we are
addressing.

Having in mind that caveat, we believe it unwise to include
the Coronado and Bonnyyi]le Subdivisions among that group of lines
which Qou]d beidefinedhas developmental by the organizgtional scheme

which we prefer. The Canadian National Coronado Subdivision is

endowed with an economic future because of the salt mine at Lindbergh
and the presence of the Cold Lake Canadian Forces base on the
Bonnyville §ubdivision. _
« Although we are persuaded by Alberta's thesis in general, we
do nat concur with its argument that enhanced northern development
must be entrusted to a new railway organization.
| The cadre of a new organization ﬁust, in any case, come f;bm

the present staff of the Northern Alberta Railway, who are tied




by tradition, practice, and in'1argeﬁpart, by the sentimental Tlinks
arising from initial employment, to Canada's major railways. A new
organization should exploit the advantages of such human and commercial
connections, while‘concurrently freeing the developmental railways
from the constraints some of them have encountered by virtue of”théir
non-profit status. Furthermore, the difficulties of recruiting

experienced managers at arms length from Canadian National and CP Rail

“seem formidable. Finally, the Commission must give weight to the

undeniable fact that all but minimal local traffic on the northern
deve]opmeﬁt railways must of necessity be interchanged with Canadian
National and CP Rail for, or from, movement beyond Edmonton. To
establish an altogether independent manégement and ownership could
Create, at inception, an adversary relationship with consequences
basically the opposite df those we intend. The expérience of the British
Columbia Railway, which must rely on Burlington Northern, not on CP
Rail or Canad1an Nat1ona;3 for its peak- per1od car supply, 1s instruc-
tive. Andthe northern development raJ]ways unlike the Br1t1sh Columbia
. Ra11way, will have no foreign connection to alleviate their motive
power and\equ1pment needs. We therefore believe that it is realistic
and desirable to ehthust.the task of railway development in Northern
AlPerta and the Northwest Territories, to one of Canada's two major
railways.

ﬁaving in mind its stewardship'of both the Alberta Resources

Rai]way and the Great Slave Lake Railway, its contribution of two




subdivisions to the proposed entity, and its half ownership of the
Northern Alberta Ra11way, as well as, its somewhat more extensive
experience elsewhere in the pperat1on of northern development rail-
ways, i.e. the Hudson Bay Ra11way, we,f1nd that Canadian National '
is to be preferred over CP Rail as the organjzation to be vested with
managerial control over the prospect1ve entity.

Selection of Canadian National alsowavo1ds delicate and trouble-
some ownership problems: present ownership may continue und1sturbed\
with Canadian National act1ng as agent for CP Rail, for the Government
of Alberta and for the Federa] Government in much the same manner as
heretofore, until ‘the interest of CP Rail in Northern Alberta
Railway is acquired by Canadian National which we recommend should
be done. |

%6ur selection of Canadian National as the best qualified ope-
rator is, however, based upon three conditions. The first of these
is tﬁ%t‘Canadian National separate the Sangudo and A&habasca subdivi-
sions from its Mountain Region, and combine them with the Northern
Alberta Railway insa maJor new Northern Deve]opment Railways Department,
to wh1ch it w111fgrant the maximum 1at1tude for independent action
permissable under the Canadian National umbreiﬁa.

The second condition we find essential to the public interest ‘

is the estabTishment of an open interchange point at Edmonton.

At the present time, shippers or receives are ;ree to choose‘t




either Canadian National or CP Rail to move their rail traffic
between points on the Northern Alberta Railway and points beyond
Edmonton;\and this choice of rates or routes is reflected in
app]icab]eﬂtarrifs,yinc]udingaagfeed charges or‘coﬁtracts, on file
with the Canadian Transport Commission. The routing options
available to Northern A]bertanﬁaglway customers are, however,
denied to users of the Great Sjave Lake Railway, since Canadian
National has elected to reserve itself the longest possible haul
on traffic to and from points on that railway, which it has done
by declining to permit the publication of through routes and joint
rates via Ednonton and the CP Rail on all commodities moving to or
from Great Slave Lake Railway poinfs. Optimum development of the
Nérth, including its grain Qfowing areas.will, as we view it, be
enhanced if this restrictive policy is superseded by one which

grants equality of rate and routing privileges at all Northern

Developmeént Railway points, without exception. In a word, we find -,

that the public interest will benefit‘by the publication, as to all
commodities moving to and from all Northern Deve]opment Railway
stations,' of joint rates and through routes via Edmonton and the
CP Rail, in addition to the maintenance of tariffs providing -for
Canadian National single line hauls. |

The third condition modifying our selection of Canadian
National reflects our dual concern tb foster development of

agriculture, especially grain production, in the Peace River Block
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on both sides of the;A]berta-British Columbia boundary, and to
provide a rail gateway to the North, supp]eﬁentary to Edmonton, -

to alleviate the line and yard capacity strain which we foresee |
at that,point. Edmonton is, inrany event, going to be under
increa§ing pressure to’éupply yard capacity when the projected

coal and other traffic comes on-stream, in the agsence of provision
for a]ternatives. -

?To meet this concern, and in order that maximum transport
flexibility may at the earliest possible moment be made available
-to ﬁhippers and receivers, in the Peace River Block, we find that
an épen interchange should be established at Dawson Creek similar
to}ihat which we have found necessary at Edmonton. To give force
tqgthis proviso, tariffs should be published forthwith providing

j

j§int rates, and through routes, for both grain and other traffic

from points on the Northern A]berté Railways and the Great Slave

o fL%ke Railway (later Northern Development Railway) to:

Vancouver via Dawson Creek and the British
»Qolumbia Railway; and
hPrince Rupert via Dawson Creek, the British -
Columbia Rai]way; Prince George and the
Canadian Nafiona]. “.

We are mindful that the Peace River Block, origiha]]y opeﬁed
to development about sixty years ago, has never realized its full
potential, and at present constitute§ the last large agricultura]i:

|

|
|




AY

frontier in Canada and one of the largest in the world. In.Alberta,

the Peace. River area has about 7,900, farmers cultivating ‘at presen%
Aabouf 4.730 million acres, pcoducing=about 23 million bushels‘of
grain annually. Nevertheless, it has over six million undeveloped -
arable acres;'primarily in the High Level - Fort Vermilion area,

' oc about‘twfce the amount of all Manifcba land sown to wheat in 1975
thh 40 thousand acres of new breaking annually. On the British
Columbia side of the Peace River Block, !COmp]ete soil surveys have
not yet been taken, but reconna1ssan¢e “indicates over. 1.2 million
acres of good arable land, at Teast an equal amount of marginal |
land suitab]e for grazing and crqp production, as well as another 20
miﬂlion acres of Class & and 6 soils suitable for grezing.

If these 1ands are tobe brought to and kept in cultivation,
they will require rail access super1or to that dggeava11ab1e We
would expect the Northern Deve]opment Railway to exploit in full
the potential capac1ty of lines placed w1th1n its: jurisdiction,but,
this accomp]1shed there would remain Iarge portions of the area’
inordinately d1stant from good rail service or subject to excessive
and cost]y_transport circuity. To remedy this situaticn, it
would aﬁ;ear that new rail:construction will, over time, become
approbfiace. Maximum benefit can be realized from such construction
on}y if itlproyides both physical and commercia])]inks to the
Brftish golumbia Railway, thus affording an alternative to Edmontoﬁ,
opening e shorter route to the Port of Vancouver, and proyi&%ng

an alternative to the latter at Prince Rupert. During our heariygs

i
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local interests, endorsed by theRGovernment of A]berta, sponsored
proposals to construct new rail connections seemingly responsive to
the criteria we have enunciated, between Hines Creek and Fort St. John

and between Spirit River and Dawson Creek. In a'submission to us the

Northern Alberta Railway ana]ysed these propogals and found them
_ \ ,

defective.
For somewhat different reasons we have reached ‘the same conclusion.

Our concern is that the lines proposed to us lack the orientation to
proper]y'service the area of greatest future development potential;
namely, that debouching eastward from High Level to Fort Verm111on and
beyond. This clearly foreseeable need may be met by a second proviso
| of our thwrd condition, namely that a new rail line be constructed from
Fort St. John roughly northeastward, to a junction with the Mann1ng
Subdly1s1on of the Great Slave Lake Ra11way, at a point more than one
hundred miles closer to the major source of future grain traffic than
either Hines Creek or Sp1r1t R1ver We therefore f1nd that the Northern
Deve]opment Railway, among its earliest dut1es, shou]d 1nst1tute surve;s
to identify that route which most favourably conforms 1n genera] align-
ment to that here specified, and thatlconstruction of such a line shou]d;h
be 1n1t1ated at the ear11est possible time after route identification.

It should a]so, as soon as possible, undertake to construct a line to
Valleyview. \Va]]eyv1ew js a town of 1,700 population, 50 miles from
the nearest }ai] delivery point, with some producers hauling as far
as 100 m11est It is a greatly expanding agricultural area in which from .

two to three. townsh1ps to the south are being opened for homesteading
N‘
‘Q_
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each‘year. It is contiguous to a gas f1e1d in wh1ch vast: quant1t1es /
of sulphur are being accumulated awa1t1ng a means of transportat1on to
outs1de markets. Only with the coordination, both commercia] and

1 physiaal; which we find essential between the Northern Development
Railway and its natura] chnnections, can our third con@ition satisfy

the development potential of the northern frontier which ﬂs céntral to
our concerns. »

Our adoption of 'a major part of Alberta's concept for railway
deve]opment should not be m1sconstrued as an endorsement of purely
provincial asp1rat1pns. An accident of geography has also made Alberta
‘the fulcrum of national goals 1n the present context, %bnter1ng as these
do, on the MacKenzie Corridor spr1ngboard to the Canad1an North It
would not be too much to say that the A]berta Gateway to the North
provides a setting for the nat1oha1 dream in a contemporary context.

L

The MacKenzie Corridor

When so v1ewed, 1t is apparent to us that a grander concept1on
than that proposed by A]berta is needed if national,. not merely prov1nc1a1
asp1rat1ons are to be we]] served. We have in mind the need for an
organ1zat10na1 setting to serve as ‘the points of departure for p]ann1ng,
promoting, f1nanc1ng, construct1ng, operating and administering the
great railway which has been found, by a study tonducted for the
Transportation Development Agenéy'of the Ministry of T(ahsport, by

Canalog Logistics, Limited, and Canadian Pacific Consulting Services,

. _
+ Limited, Arctic 0il and Gas By Rail in June, 1976, to be a physically

LA
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feasible and economically competitive means for transporting crude oil

and liquified natural gas southward from the Arctic. We havetintensively
reviewed the thirteen volume study of this proposed raiiway and are most
favorably‘impressed by the breadth of its investigations and the superior:
quality of its.anaiysis. This $1.5 million study was funded by Transport

Canada. Whereas we did not have available to us the resources necessary

to review the study in all of its detail, we see-no reason to doubt the

va]iditykof its uitinate finding that the transport of Arctic Gas and
'5011 by Rail 1is comp]eteiy feasible from both an engineering and a finan-
cial perspective;, l

In the 110 years since Confederation, the nation has evolved as
a narrow ribbon of development hugging the border of the'United States;
the great land mass to the north, comprising by far the preponderant
area of our country,‘has been peripheral to Canada's concerné. Canadian
history Justifies the opinion. that when means are found to commit our
resources and our nationai sp?iit in a vital and fundamental penetration
of this vast and largely undeveloped territory, it will disclose a
veritable cornucopia of heretofore undiscovered attractiond, a cornucopia
which will givefiorce and effect to the northward dimensions which hasv
engaged the national attention in recent years, and a cornucopia which‘
w111 provide the basis from which Canada's 1ast frontier may evolve,
cuituraiiy and commercially, in a manner responSive to contemporary
expectations. »

We see no better means by which to achieve this fundamental pene-

tration than the Arctic Railway whichagiike the Canadian Pacific Railway
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- of the past, is proposed at 1ncept1on for the attainment of spec1f1c,

and 1n one sense, narrow goals. But we be11eve that;the Arctic Railway
once constructed will, like the Canadian Pacific, fu]fi]1 its historic
mission by _unlocking reserves of Canadian ach1evement wh1ch will far )
transcendothe specific goals to which the prOposal is noh)d1rected

Arctic ra11way projects are not un1que to Canada Russ1a is now building

a 2,600 m11e arctjc rail line in lieu of the‘prOJected oil pipe line from

Tyumen to NakhookaF\

In its present ooncept, the Arctic Rai]nay would provide reliable
all-year operations over a 916 mi]e route, 1tnking Enterprise on the
Great Slave Lake Railway w1th a proposed northern terminal near Inuvik
in the Mackenzie De]ta Indy1k cou]d become‘Canada s Arctic Port, -
ava11ab]e to service the comm0n1t1es along tHe coast and the Arctic
Is]ands doing what Archangel non does for the north coast of Siberia.

|

. Unlike pl1or isolated ra11w; s in the quon and Alaska, this rail-
way would be nhys1ca11y joined to, and wou]d[become an 1ntegra1 part
of the cont/nenta] Jrailway network Sol1d on1t trains would operate -
| over this rohte carrying 150 thousand barre]s of crude 0il in a 40 hour
one way tr1pﬁ ‘Performance capability would be roughly ‘equal to a 48
~ jnch oi] p%peline plus a natural gas pipeline of similar size.

The Comm1551on is not 1nsens1t1ve ‘to the high dol]ar pr1ce requ1red

to bring this project to fulfillment, a pr1ce now est1mated to be in
~ the magn1tude of between nine and ten b11110n dollars, being virtually
the same price as the prpposed Mackenzie Va]]ey P*be11ne We deem the

price commensurate w1th the benefits we foresee, by no means the least
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of whiéh involves engaging the hearts,’as welg as the resources, of
‘all Canadians i;\thp\ngflfil:iizft:e?reatvnationa] enterprise. We
wish to stress that an 6pen north cannot, and will not,

depend exclusively on a single mode. Other forms of transportation,
Highway,\waterway, pipe]1ne and air, all will have a rote to play in

bringing about an effective northern transport systenﬁ Our belief is

simply that the railway mode is to be ﬁreferred as' the central facility

in a burgeoﬁing development because of its potential for carrying a

variety of traffic in both directions and because it lends itself to a’
minimal and controlled impact on the environment, provtding continuous
employment in skilled and-unskilled categories. It wii1 create a
sizeable community at its southern terminus within the Territories.

Given its Tink to the Gfeat Slave LaEe-RaiTway, we see the
Arctic Rai]wayfas a natural extension to Alberta's proposal for a North
West Railway Authority and we therefore recommend, for thé reasons already
récited, that the ambit of the Northetn Development Department encompass

il

not 0n1y Jines we have already found §uitdb1e for}ownership and operation
"~ by that entity, but IE”Arstic Railway as well. With such an instrument,
difficulties of finagiing and conflict of interest will be minimized, *
and cbstly duplication altogether avoided.

The Commission is not 1nsen§itive to the high sociaf resgpnsibi]ity
- that may be involved in relation to Dene“an& Inuit land rights and
cultures.. No project of this kind can Be undertaken without the
cooperation of the indigenous population following consultations initiated

prior to embarking upon actual construction.,
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The development in the north in which the rights and cultures

of native people are'respecqed and fostered can be mutua]]y advantageous

‘to both Canada, as a whole, !and the native populations.
' '
The north will change. } It is chang1ng ﬁow Development will

occur. ;\fnev1tab1e ft must not of course, be a]]owed to occur
uncontrolled, but only w1th/the fullest cooperat1on of the Dene and
Inuit. Only in such a m1171eu will the dream.of the North hopeful]y

come to fruition.
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PRIMARY ELEVATORS

~

During the hectic périod of railway construction on the prairies
came a system of bdﬁ]di%gs designed to, receive, store and load grain
grown by producers ;ntokréi1 cars. The first facilities were flat
woodgn warehouses. Pro&pcers de]iygtgd to them in bags.‘ By 1890,

" there were 103 of these warehouses ﬁéross the prairies and by 1900,

there were 126. The railways, however, disliked handling grain in bags.

As an inducement to switch thed?rain handling system from bags to bulk,

they offered free sites and sp'cial priveleges to companies to build
beside their tracks, e]evators‘capab]e ofreéeiving,storing and shipping
grain in bulk. The first elevator in Western Canada was built at Gretna
Manitoba in 1881. It had é storage capacfty of 25 thousand bushels.
Elevator construct1on cont1nued\at a rapid pace. There were 90 elevators
by 1890, 454 by 1900, and 1, 860 by 1910 By 'this time, flat warehouses

. had all but phased out. Most of\the elevators prior to 1900 were owned ‘
- by 1nd1v1dua1s and were of a capa§1ty of 25 thousand bushels.

* During the early ]900 $, as ﬁhe railways developed new territory
throughout the West, the growth of\elevators continued at an exception-
ally fast rate. By 1920, there wegg 166 elevator companies operating
in western Canada‘ and by 1935 the'éraih hand]inq system had reached
1ts peak w1th 5,728 elevators with a storage capacity of 189.9 million
bushels. Th1s industry. began to consolidate-after the war of 1939 45

and conso11dat1on accelerated as operat1ng costs rose in the 1950's

and 1960's and as handlings at isolated points continued to decline.




&

. ) /
This downward trend in country elevator services is illustrated by the

progressive decline in the number of éhippihg points and primary ele-
vatérs Serving prairie farmers éfter 1945, but particularly following

1965.

TABLE V-1
DELIVERY POINTS, ELEVATORS AND ELEVATOR CAPACITY
‘ : 193521976

Delivery Primary . Storage Capacity
Points Elevators (millions
(No.) (No.) ' bushels)

1935 N/A 5,728 S 189.9
1945 2,113 5,633 287.8
1956 2,083 5,403 334.3°
1965 1,983 - 5,137 381.0
1970 1,907 ' 4,971 399.0
1975 1,556 - 4,165 355.5
1976 1,495 e 3,964 M3.8

i

A subétantialuadjustment in the investment of primary elevators

has already taken place by clo§ing some 10w-volume.e1evators,“by mergers .
between companies, by“elminiating duplications of services éndﬁby com-
bining the operation of twé of more elevators at one point info a single
operating unit under oné oberator. The 5,403 dountry eléVators at‘2,083
de]ivery points in 1955 were reddéed, by 1976, to 3,964 elevators (2,546
“operating units") at 1;495 delivery points. In short, the delivery
points were reduced by 28upércent, and the effective élevafor "units"
providing service were reduced virtually by 53 pefcent. It may be expected
that this consolidation will continue, and be supplemented by con%trdc-
tion of larger and more efficient elevators at more sthategic 1ocafions

to serve the farmers.




Yet it should be emphasized that the recent withdrawal of elevator

services from near]y 30 pe?bent of the shipping points has not applied

iyst to points on branch,]ines: These'cénso]idations have applied to
the whole puimary elevator system couer%ng all rail lines. It may be
expected that this universal consolidation will continue. This is
because there is a percentage of low volume elevators on basic network
rail lines. Thus, it should pe expected that the withdrawa]l of elevator
services will continue to be widespread throughout the whole rail system

as it has in the past.

Elevator Cost Characteristics

~ The Commission had two options for obtaining elevator cost informa-
tion for use in ana]yz1ng the implications of alternat1ve ratlonallfa-
t1on schemes on the e]évator system The first opt1on was to obta1n -
detailed cost information on all or a smaple of primary e]evators, while
the second uas;to update one of the existing elevator cost studies and
generalize to all areas. |

A consideféb] amount of elevator cost information was obta1ned
from grain companies ;egard1ng their e]evators located on Category “B"
rail-lines, and this information has been used in analyzing specific
.

branch lines. However, there was considerable variability in cost

~ accounting procedures among grain companies, and information was lacking

-

for elevators located on basic network lines. Rather than engage in the )

time consuming and costly exercise (for the Commission and the grain com-
panies) of developing a new data base, the decision was made to update
an existing elevator cost study. The Canada Grains Council Area 11

“elevator costing study was selected for this purpose. This was
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one of the most recent elevator cbsting studies (1972-73); most of tﬁe
major grain companies were invo1ved in the sthdy, and-all of the ele-
vators in the geographic area were included.
~ Elevator costs were updated to 1974 rather than 1976 in order to

mdkg them comparable with the railway costs developed by the‘Coﬁmission
on the Costs of Transporting Grain by Rail and farm trucking{costs
developed by this Commission. ‘ | j |

The remainder of this section deals Wiﬁh elevator operating tbgtgmi
and how fhese costs are influenced by category of rail line, licensed

capacity and receipts..~The section concludes with some estimates of

current elevator construction costs.

Average Elevator Operating Costs

The 1974 average elevator operating costs for 291 manager units in
Area 11* are bresented in Table V-2, along with the adjustment factors
for updating the 1972-73 costs. The average elevator had a licensed
capacity of 150,759 bushels and éverage receipts of 435,448 bushels
(1972-73 crop year) for a hand!ing’capacity fatio df_2.89. The operating
~cost per manéaéf*uhit was $56,903, or 13.1 cents‘per bushel. Variable
costs; as defined in the Area 11 study, accounted for 59 percent, fixed
cost§ for 24 percent, and administration gosts for 17 percent. Labour

costs were the largest single cost item - 27 percent of total costs.

3

Category of Rail Line

- ‘Average elevator operating costs are.-also presented in Table V-2

* Corresponds to Commission Area 11 in West Central Saskatchewan -
and East Central Alberta.
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TABLE V-2
Average Elevator Operating Costs 1974*

ALL ELEVATORS ELEVATORS ON BASIC NETWORK ELEVATORS ON CATEGORY 8 LINES

PHYSICAL CHARACTERISTICS
Nusber of Elevators 9N ’ - . 161 . 130
Average capacity (bushels) 150,759 . 157,628 ) 142,252

Average receipts (busnels)
Crop Year 1972-73 435,448 448,392 419,417

Hand1ing/capacity ratio 2.89 2.84 2.95 .

OPERATING COSTS**
{. Yarfable Costs $/manager unit  ¢/bushel $/manager unit  ¢/bushel $/manager unit  ¢/bushel
-« Labour ' $15,514 $16,287 $14,557
== [nterest on current operating capital 11,947 12,304 . 11,506
«« QOther variable costs . 5,903 6,116 5,618

-- Total Variable costs : 133,364 ) e u/reE

Fixed Costs

-- Site Rental, taxes, tnsurance : , 4,027
-« Depreciation ' ) 3,262
-« [nterest on investment 2,908

- Total fixed costs . ‘. B N 6,197 .4

1L Agmiatstration Costs : 1 . X 9

......... ceorvaeevane 2 : QU 71 41 SR 7 S

v, TOTAL COSTS - R . 13.6 - $51,585 12.3

‘¥ Based on updated costs from Canada Gr‘lns Council Area !l Study of 291 manager units in 1972- 73 The adjustment factors used

by the Canada Gratins Council in updating to 1974 were:
labour -~ 1,146, interest on current dperating capital - 1,585; other variable costs -~ 1.352; |
rent, taxes, and insurance - y .352; depreciation - 1.239; interest on investment - 1.585; and
administration costs - 1,146 | 4

** Cost components aré defined in CGC Area 11 Study.

By
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for the 161 manager units located on basic nefwork rail lines and for
the 130 manager units on "Category B" rail lines. The licensed capa-

city of elevators of basic network lines was larger than on “"Category

B" Tines (157,628 bushels vs. 142,252 bushels), but the handling/capa- .

city ratio was greater on “Cate?gry B" lines (2.95 vs. 2.84).

' E]évatqr operating costs‘per manager unit on the basic network
were $61,197 or 13.6 cents per bushel, compared to $51,585 or 12.3
centsbper bﬁshel on"Category B" lines. The major difference is due to
higher fixed costs for the elevators on the basic network lines.
Variable costs per Bhshel are almost identica1;for¢b1eyators on both

categories of line,

Licenséd Capacity " N

Elevator operating costs and characteristics were stratified
according to licensed capacity and category of rail lines (Tablev-3)
The relationship between average elevator operéting costs and elevator

receipts (for various licensed capacity levels) is shown in Figure v-1,

A number of relationships are evident when we examine this information:
* 1) As licensed capacity increases, costs per mamager

unit increase, but average cost per bushel decreases.
This re]at1onsh1p holds for elevators located on the
basic network 1ines, but not for elevators on "Category
B" lines. The explanation for this is that the R
-handling capacity ratio_ is much larger for smaller '
e]evators on ”Category B" 11nes

2) As licensed capac1ty 1ncreases, the volume of grain
, handled must also increase if unit costs are to remain
"the same or decrease. Given the trend towards larger
capac1ty elevators, it is particularly important for
the grain company to increase its throughput. For
example, if the average receipts of about 450 thousand

v ' :
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TABLE V-3 .
Average flevator gggsatinq Costs, 1974, Stratified By Licensed Capacity and Category of Rail Line

Capacity Range
{bushels)

r
No. of
Manager Units

Average Capacity
(bushels)

Average Receipts
1972-73 (bushels)

Handling/
Capacity Ratio

Average Total

Cost/Bushel(Cents)

Total Costs/
Manager Unit

0 - 49,999
A1l Elevators
Basic Network
Category B

584000 - 99,999

All Elevators
Basic Network
Category 8

100,000 - 149,999
ATl Elevators
Basic Network
Category B

150,000 - 199,399
A1l Elevators
Basic Network
Category 8

200,000 - 249,999
A1l Elevators
Basic Network
Cateqgory B

250,000 and over
A1l elevators
Basic Network
Category 8

6
3 e
3

76
kY
ki

92
53
19

83
30
23

35
20
15

29
18
1

38,267
40,000
37,667

79,083
79,170
79,000

121,394
118,806
124,910

170,955
171,897
169,726

224,666
223,425
226,320

332,600
£ 355,928
284,427

102,049
67,819
181,000

258,241
240,072
275,479

355,007,
339,479
376,109

513,429
507,431
521,252

597,970
602,079
592,492

880,732
991,564
699,371

219
37.8
1.4

15,
18.
13.

16.
17.
14.

14,
15.
2.

13.
14,
12,

13.
13.
13.

§ 21,532°
25,636
20,634

40,286
43,213
36,914

57,156
59,069
54,160

74,047
80,682
66,199

81,922
87,301
74,654

BARAEY;
130,886
93,716

]
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Relatjoﬁship Between Averaée Elevator Operating Costs:
and Receipts for Various Levels of Licensed Capacity

FIGURE V-1

1. Averaée Licensed Capacity = 150,759 Bu.
II. Licensed Capacity = 100,000 Bu."
IIT. Licensed Capacity = 200,000 Bu.
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bushels were handled by three different sized
elevators (100 thousand bushels, 150 thouéand
bushels and 200 thousand bushels), the average cost
_per bushel would be approximately 11 cents, 13.5
cents and 15 cents respectively.

Elevator Receipts

-

E]evator operating costs and characteristics were also-strati- °
Af1ed accord1ng to elevator receipts and category of ra11 11ne (Table V-4).
> A number of‘)mportant relationships can be seen from Table V-4 and
Figung V-1:

1) As elevator receipts increase, costs per manager
unit increase, but average cests per bushel
-decrease, th1s relationship holds for elevators
Tocated on both categories of rail lines, except
for four elevators on B lines hand11ng more than
one million bushels where unit costs increase
s]ight]y

As elevator receipts increase for a given size of
‘elevator, average cost per bushel decreases. At
first, the decrease is quite marked, but as receipts
increase, it tends to level out. For example, if

an average sized elevator of about 150 thousand
bushels were to handle 150 thousand bushels, 300
thousand bushels, 450 thousand bushels and 600
thousand bushels, the average cost per bushel would
be about 25 cents, 17 cents, 13 cents and 11 cents
‘respectively. Thus, as smaller, low volume elevators -
are closed out and the ‘grain is diverted to rema1n1ng
elevators, the grain companies stand to benefit in
two ways: smaller higher cost elevators are
eliminated, and the remaining elevators can be
-operated at lower unit costs per bushel.

J

New Elevator Construction Costs

Grain companies were asked to provide estimates of 1976 elevator

construction costs for different capacities and types of elevators.
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TABLE v-4
"« Average Elevator Operating Costs, 1974, Stratified by Elevator Receipts and Category of Rail Line

Receipts Range
‘ {Bushels

No. of
Manager Units

Average Receipts
1972-73 (bushels)

Average Capacity
{bushels)

Handling/Capacity
Ratio

Average Total
Cost/Bushel(¢)

0 - 99,999
A1l Elevatoré
Basic Network
Category 8 0
100,000 - 199,999
A1l Elevators
Basic Network
Category B
200,000 - 299,999
A1l Elevators’
Bas{c Network
Category 8
300,000 - 399,999
. AIL Elevators
Basic Network
Category B
400,000 - 499,999

Basic Network
3 Category 8

- 1#:500,000 - 599,999

A1l Elevators

e Basic Network

. Category B
600.0006? 7%9.999
© A1} Elevators
Basic Network
Catego¥y B
750,000 - 999,999
A1l Elevators
Basic Network
Category 8
1,000,000 and over
A1l Elevators
Basic Network
Category B

Al Elevators..

10
8
2

4
28
16

59
n
28

44
20
24

36
16
20

38
21
17

27
17
10

20
11
9

13

71,300
69,377
78,898

156,498
156,901
155,793

250,981
251,058
250,896

352,466
362,907
343,766

447,887
455,497
441,798

548,698
549,222
548,051

675,197
682,767
662,327

840,550
847 409
831,556

1,291,072
1,382,891
1,084,480

85,700
81,750
101,500

96,132
97,189
94,281

114,176
122,013
105,500

123,375
137,375
111,708

168,053
161,100
173,615

- 168,316
163,810
173,882

204,093
206,859
199,390

212,300
224,818
197,000

339,746
385,078

237,750

.83
.85
.78

.63
1.61
.65

.20
.06
.38

.86
.64
.08
.67
.83
.54

.26
.35
.15

.31
.30
.32

.96
17
.22

.80
59
56

36.
37.
29,

22.

2

18,
s,

16.
13,

N OO

——— —_—
P W ~N AW
WO

M N

— NN

__.d
DOO
DO BPE RO NN OON WO~

—— s
oo o

$ 25,668
26,086
23,50

34,899
38,598
28,354

37,647
40,922
34,122

48,288
53,347
44,346

59,121
61,948
56,992

70,233
72,497
66,862

81,024
84,663
74,181

-87,417
92,422
81,492

139,436
150,735
114,955

»




On the basis of these estimates, it is possible to show that as capa-
city of elevators increases, the construct1on costs per bushel decrease
’It should be noted that a]] grain companies do not build the same type of
elevators, and the cost per bushe1’of capacity can vary -quite substan-
tially. Some typical sizes and cost ranges are listed be1ow: |

100,000 bushel capacity . $5.20 per bushef
150,000 bushel capacity . 5.00 per-bushel’
200,000 bushel capacity . 4.25 per bushel

| 250,000 bushel capacity . 3.90 per bushel

Elevator Sites

o

Grain companies are experiencing increasing difficulty in obtaining
satisfactory building sités for the construction of prinaryAelevators.
0r191na11y elevator companies were granted sites on’rat]way’right—
of-way for the‘construction of warehooses and of elevators.
Currently, in the case of CP Rail, the railway company dictates the
site at which elevator companies are permitted to bu11d then the srée
is sold to the elevator company by Marathon Rea]ty, ‘The prtcejasked
for this property is often exorbitant andvthe location is not always
desirable. The elevator company 1s then respons1b1e for site 1mprovement
and for the cost of the spur or siding which is bu11t by CP Rail
"accord1ng to CP Rail specifications, and in accordance wath cp Ra11
costing. Fol]owing construction of the spur, CP Rail charge a mainte-
nance fee to keep the spur operab]e The Commission!dtd.not hear of .
s1m11ar comp1a1nts about Canad1an Natlonal |

The Comm1ss1on is of the op1n1on that upon acceptance of the ’

~
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principle of compensatory rates that a negotiated lease, approved.by
the Canadian Grain‘Commission‘for the serviced site, should be the

practice.

The Commissﬁon_recommends that the elevator company should have -

the option to puhchase or to fease elevator site and sidings from the
railway at a rate approved by the Canadian Graianommission. If the
parties ahe unabfe‘to agree on the terms of sale or rental, either

may appeal to the’Canadian Grain Commission which wiT] arbitrate the

dispute and whose findings should be final.

0ff-Line Elevators

There are potnts on limes scheduled for abandonment where the
vo]ume of gra1n combined w1th the distance to an alternative de11very
point makes it imperative that producers in those areas not be left
in an impossible position. Being on rail provides the means whereby
grain is carried from the e]evator to a ma1n line and thence to export
vpos1t1on |

If an a]ternate means can be suggested that 1s much Tless expens1ve
than ma1nta1n1ng the rail line - it should at least be carefully
stud1ed - the Comm1ss1on has done so. )

| If the cost of)rehab1‘1"1’t‘a‘t1‘n'g""‘a'“nd maintaining a Tine would
~ be proh1b1t1ve - whft then is the so1ut1on7 Of the various alterna-

\
tives, the one that’offers the best so]ut1on to the producer, 1n




economic terms,is the off-line elevator.

It is not a matter of building an elevator where no railway exists \

(although that may be the only solution in rare cases) but rather ketaining \

an elevator in opefation when the 1in§ is about to be abandoned. The
elevator will continue to opetate in éxactiy the same way as when the'
line was there insofék as the producer is concerned.’ The producer will
‘get the same servibe ;% no extra cost.
| 0ff-1ine elevators were tried at three locations in the past and
were not successful, because the producer who patronized the elevator
had to pay extra for doing so. Consequently the producer concluded
it was as economical to haui his grain to an elevator on-line, with

no extra elevation charge, as it was to haul to the nearer one where

he had to pay the extrd charges.
These extra costSshouid,u@ recomménd, be borne by the Federal
Government. The justification forﬂthis'form of subsidy is that if
the line is kept in operation to serve the elevator, the cost of keeping
it there would be many times greater than the extra elevation and
trucking costs. This is ii]ustrated by costs presented in Chapter 10.
Throughout the review of yaiiway branch lines, the Commission,had
nbéen conscious of a variety of f?ctors icﬁzcontributg to or detract
from the viability of a particular iin::. Eigewhere in this report the
Comm1551on defines v1abiiity 1n the broad sense and provides some °
'inSight into the criteria used in an attempt to obJectively rank one
‘1ine.w1th respect to anothér. The Comm1351on cbmputed the viability
of eacﬁ‘]iné in terms gf very:diverse criteria which included social .
- as well as economic benefits. A number of rail lines which would be

"
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relatively expensive to maintain in terms of cost of servfce per unit
of output have not been specifically recommended for abandonment.

In some cases, it is expected that a line mi11 be more viable.
at some point in the future due to further development, however,'in‘“'
certain areas an ongo1ng rev1ew will likely demonstrate that retent1on
of service by ra11 is not economical.  In looking at western agr1cu]ture’
and the grain collection system‘across'the prairies, the éommission has
become«aware of the desirability of continuing to service primary |
receiving faci]ities at sOme points where forwarding by rail is not
economical. There should be provision for the operation of “off line
_elevators"” to sat1sfy this need.

The Commission has assessed the economics of_forwarding grain by
commercial truck from some of the areas where the retention of rail
appears to be uneconomical.  The off-line operation of an elevator

as envisioned with trucking from the primary receiving point involves

a second handiing at the "on-line e]eyaior“ or "rail-head".

The off-Tine elevator operation can be viewed as a means of faci-
litating the maintenance of gra1n de11very 1n a locale at a considerable
saving as compared to retention of ra11 service. The Prairie Rail
Authori ty wou]d be responsible for approvwng the 11cens1ng of an e]e—
vator in this mode of operation upon app11cat1on by a gra1n company .
Approval to operate an e]evator off- 11ne would commit the Prairie Rail
Authorlty to payment of commerc1a1 truck1ng costs from the local po1nt
to an on-line elevator, or transloadlng fac111ty, and ‘the costs, of the

second handllng of gra1n at. the on- 11ne po1nt Co-ordination of car
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orders at the on-]inelpoint and commercial trucking would be a joint

responsibility of the railway companies, grain‘cﬁmpanies and the
" Wheat Beardl‘_Anproved trucking routes would take into account the
shortest distance and optimum roads. In some cases, it is expected
‘that grain companies will dedicate an older facility enclusively to’
transloading. |
The Commission holds the view that provision for the liberal
application of off-]ine elevator operation will help to create a real:
understanding of the underlying economies and issues. This provision
will not result in a pnoliferation of off-lineelevators and high
. total cost to the system'for trncking and transloading; on the con-
trary, it will allow for more orderly rationalization by shiffing the
focus away from‘rail lines and allowing the industry to view the
grain receiving and transportation elements as equal status deter-
mfnants of system configuration. _Thus, the Commisston recommends
that the Prairie Rail Autherity sheujd genena11y approve grain hand-
"Ting comnany applications for off-line elevater operation;
The‘Conmission’hes'identified certeinllikely characteristics of
“off-line elevator" points. The following threeldeecriptions encom-
pass the situations in which the Commission foresees the operation of
primary grain receiving and forwarding facilities "off-line": ‘\

1. "Trans1t10na] Operation"

Nhere immediate abandonment of ra11 serﬁ1ce is recommended
there may be Just1%1cat1on for continuing operat1on of ‘elevators
because of-a sngn1f1cant increase 1n.hau11ng d1stance combined

~with re\atively}efficient pnesent elevator operation-at the point.
-'j€7'ﬁ_;'
¥

1




‘"Continuing Operation"

The present conf1gurat10n of ra11 Tines includes some very
Tow volume branch lines wh1dh nevertheless, do provide service
to relatively remote and productive pockets of terr1tory Analysis
of the economics of grain transportation leads to the conclusion

that it is not feasible to continue servicing such points by rail,

3. "Frontier Operation"

Transportation has been used as a tool in the development
of pr&dbct1on throughout the settlement of Western Canada.
Traditiona]]y,'raflways are viewed as the major mode of trans-
portation in this "frontier" context.‘

With the availability of modern ciearing and road building
machinery, it would appear that even in the more rugged terrain
and climates .of today s frontier zones, such as Northwestern

Alberta, agricultural development tends to lead rather than lag

railway service.

An off-line eélevator could be kept in ah already established
community. In this way the community would not suffer a tax loss.
Producérs, who were in the habit of delivering to that elevdtor‘could’

"continue:to patronizé ghe‘]qca] meréhants, etc. There would‘be »

some extra use of the highway to the nearest point on kail.

~The Commission recognizes this and recommends that some




compensation for this incremental traffic be paid to the Province to
cover the cost of read maintehance for this additional traffic.
- On the assumption that the;off-line elevator handled approximately 300
thousand bushels per year, this wou]d'mean about 375 truck loads. of
800 bushels pér load in a 12 month perfod. Producers generally
deliver gra?% in six of the twelve months. This would mean about 60
round trips per month, - two to four at the most on any given day,
with trucking likely to be done by a local trucker. o

The Commission recommends that:

-- With the abandonment of the Inwood subdivision
(Region 3) tMe elevator at Fisher Branch, Manitoba
be set up as an "off-line" elevator, with grain trucked
to Arborg, Manitoba;

the Federal Government, through the Prairie Rail
Authority,pay the costs of commercial trucking between
Fisher Branch and Arborg®and negotiate with the ope-
rator of the elevator at Arborg to-establish a tariff

for the extra costs of the second handle at that location.

The elevator companies and the Prairie Rail Authority
examine the opportunities to establish 1ike operations
at other locationswith .priority given to studies of
off-track elevators at Cremona, Alberta; and Gronlid,
Waldheim, Arelee, Stewart Valley and Main Centre,
Saskatchewan.

%

Primary and Terminal Elevator Tariffs

The matter of variable handling tariffs at primary elevators
was discussed frequentiy at both local and regional hearings. The
majority of farm opinion was that the present system of providing

flexibility below the Canadian Grain Commission approved maximum

tariff was satisfacfory. There does, howbver, appear to be a considerable

amount ‘of misunderstanding about the various tariffs levied, both
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hidden and published. The part played by screeniqgs inlproyiding

operating revenue in lieu of higher tariff levels is notlungérstood
by .most producers.

The generation of additional grain handling reyenue% through

blending is also not well understood although it appears|to be recog-

nized by most farmers that over regulation of this area *; grajn hand1ing

coufa‘be contrary to good merchandizing practice and detr mental to
producer returns.

The Commission i$ concerned about the producer's general lack
of knowledge of actual marketing costs even though their total marketing
Costs may be equivalent to 10 to 20 percent of the price of grain.

The Commission recommends that:

-- The Canadian Grain Commission develop a staﬁdardized
costing system for use by both the primary and terminal
elevator system. Such accounting methods to be struc-
tured to ascertain separately the costs of cleaning,
handling, storage and drying of grains. /
Operators of primary elevators and terminals be
required to report costs on a regular basis to the
C.mmission for purposes of monitoring such costs
and determining tariff levels.

Elevator companies be required to show the appli-

cable tariffs for handling, cleaning, storage and
freight on the producer's cash ticket.

Overbuilding and Closing of Primary Elevators

As detailed elsewhere in this report, the/humbefﬁof primary ele--
vators was reduced from 5,728 in 1935 to 3,964 in 1976, through
consolidation of the system by closures, purchases and amalgamations.

1976 saw a neh development with the construction of larger

.
3
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';throughput elevators at Weyburn, Rosetown and Elm Creek. Two similar

4
A

elevators are projected for Rockyford and Champion in Alberta. The

. Wheat Pools are building larger elevators in’the range of 140 thousand

to. 160 thousand bushel storage capac1ty United Grain Growers are’

‘ bu11d1ng an even larger unit, 340 thousand bushels, at Dawson Creek.

A new concept in elevator construction is being planned by Peace

Agra Ltd. at Fairview, Alberta:with satellite storage in adjacent

© communities.

Nevertheless the‘trend is definitely toward an eveh lesser number
of pr1mary e1evators, regard]ess of what lines are retained or
abandoned. The new primary h1gh throughput elevators w111 be spaced
further apart - about 25 to 30 miles - than has been the situation to
this time when primary elevators were located about 8 to 10 miles
apart. The economics of the industry are djctating this change.

This means that mgny communities in the 25 to 30 mile gap between
delivery points will be without primary elevators. This will be

the case even where the ra%1\1ine remains. In this situation,‘there
is going to be a temptation for competitor grain companies to 1ocate
w1th1n the gap If th1s occurs, the econom1cs of the 1arger é]evator

units will be endangered, and the gathering system will. become over-

built and overserv1ced Any excess building wi]] natura]]y be at the

expense of the producer, part1cu1ar1y members of thevfarmer owned

‘grain compan1es, for it is their money that will be at r1sk

The poss1b111ty of overbu11d1ng was d1scussed on many occas1ons

4The Comm1551on was 1ook1ng for the react1on of producers No clear

concensus emerged. When asked if some measure of control was des1rab1e
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‘the response was generally in the‘hegative‘from producers and grain

. . { o
.companies alike. Most seemed impressed with the desire for more com-
* . : -

petition, éven though additional competitive facilities would add to

the producers' costs. It was evident that ,many of the younger and

successful producersgaere unaware of the chaotic conditions that

prevailed under the guise of competitiori in the early 1920's when

there were 166 primary eK:vator companies operating. f

_Some expansion will necessarily be required. It is on1y;

unfestrained expansion that‘is to be feéred. Competition at all-

. ‘
. delivery points is neither -essential nor economical. Competition

between delivery points will accoﬁp]ish the same ends at-a much

lesser cost.

The Comnmission

recommends that:

-- On rail lines under the Jurisdiction of the Prairie
Rail Authority -

a)
b)

oA
Vo )

.a)

that elevator companiés seéking to expand
or build new plants first obtain the approval
of the Authority; :

that elevator companies desiring to close an
elevator file notice with the Authority and
post such notice in the elevator for the
information of their customers 12 months prior
to the scheduled closing date. -

-~ On the Basic Netwofk lines -

that the Canadian Grain Commission and the
elevator industry study this problem and develop
an approach which will prevent overbuilding

and undue competition in some areas and
‘underservicing and a lack of competition

in others.




Cleaning of Grain - Screenings
fé}i;\.Considerable discussion ensued at some hearings regarding the
cleaning of grain and the use of screenings. This is quite natural
since scregniﬁgs can dehote "junk“ to some grain farmers; cheap feed
to some livestock feeders; a hidden grain company tariff to others;
and a.profit opportunity to others. However the cleaning of grain
and the disposal df screenings are viewed, they represent a major
factor in Western Canada's grain handling system. Oq the averaée one
out of évery forty cars of Arain shipped is screenings. whethef this
represents a loss of cheap feed to the prairie Jivestock'producer ora
windfall to the grain companies is open to question.

Screenings resglt from the removal of foreign materials from
~delivered grain to permit grain to meet the standards of purity esta-
blished for yarious grades. Upon de]ivégy of grain to the primary
elevator a dockage assessment is established. In effect this dockage

represents the pércentage of a given delivery which is screenings. J
Farmers are pafd on the basis of clean grain therefore‘the screenings
ére in effect free to the grain company. Naturally the grain companies
wish to maximize the profits realized from the disposal of this product.
fo do so the grain companies carry out the separation of the screenings

| from.the grain where it can be done at least cost. Cleaning is highly
¥

" volume related therefore it has been done historically at the ter-

minals. With the majority of the company owned ’_termi_.nals located on

water this é]eaning takes place at Vancouver and Thunder Bay.




It should be noted that the cost per bushel of cleaning at ordi-

nary country elevators is nearly double the cost of cleaning at a ter-
minal with two million bushels or more of ‘annual cleaning capacity.

In addition, there are problems at primary elevators of a lack of
experienced labour, shortage of binning for various screening grades,
insufficient quarters for car lots of various grades, etc.

The total cost of screenings to the companies is the cost of
shipment to port af statutory rates plus th% cost of cleaning, segre-
gating and in the case of refuse screenings; pelleting. The averege
transportation rate is approximately $4.00 per ton, cleaning costs
approximately $2.00 per ton and pelleting costs $10.00 per ton. At
selling prices in Vancouver of $70 to $95 per ton this represents a
good return to the Qrain companies. Screenings, whether as a separate
commcdity or as a part of a gra%n shipment are transported by rail at
the statutory rate to Thunder Bayvor Vancouver., The exception is
screenings which are sold out of Vancouver termina}s for domestic
utilization in British Columbia, which are assessed domestic rates.
Screenings shipped from these same terminals to the United States
however, are assessed the export rate.wJThis dives the Unfted States
buyer an unfair advantage.

Screenings are separated into various grades. From 5 to 20 per-
cent may be recovered as whole graln through the cleaning process
Of the remainder, 20 percent are recovered #1 feed screen1ngs con-
s1st1ng prlmarily of cracked grain and buckwheat. Approx1mate]y 12.

percent is mixed feed oats and the remaining 68 percent which.consist

o
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primarily of small seeds and dust, i§ khowh as refuse screenings.

Approximately 95 percént of #1 feed séreeangs are consumed domes-

tically while over 90 percent of refuse screenings are eprr%ed.

Current Production and Utilization of Prairie Screenings

- Production - 800 thousand tons - 28 million bushels.

Recovered as-grain - 104 thousand tons - 3.6 million :
bushels sold as grain by the grain companies.

#1 screenings - 139 thousand tons - 4.9 million bushels -
95 percent to domestic market. ’

Mixed feed oats - 83.5 thousand tons - 2.9 million bushels -
export and domestic markets. ' o

Refuse screenings - 473 thousand tons - 90 perCent exbort
-market.
‘These screenings could be utilized on the prairiés for livestock feed;
the #1 screenings as poultry and swine feeds and the remainder for
cattfe. The economics of Hoing SO wi]i vary from time to time
depending on the relative prices of-feed grains versus screenings.
Screenings represent a large quantity of product, the 28 million
bushels produced is equivalent to.the total record Churchill throughput
of 1976. Thgse/are hdu\éd from thexprairies at a cost to the trans-
portatioh system and represent no return to the producer except as an
unknown reduction in hand]ing\tariffs and as patronage dividends.
The interior éovernmenf terminal e]evator§ at Moose Jaw, Saskatoon,
Edmonton, Lethbridge'and Calgary‘have a combined cleaning capacity
of 205 million bushels per year. .These faéi]itieé are jn place

and it is awaste of existing fesourceS'if‘they;are not fully utilized.

1
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It is acknowledged that extensive use of these terminals would

result in some loss ofArevenue to the grain handling companies.

' However,‘it is the economics of the total system which is of prinary
1moortance and in”the Tong term interests of all producers. Maximum
benefits can,onli;be achieved if total operations are carr;ed out at
minimum co§t Th1s should include the interior government term1nal

”e1evators on the prairies where the alternat1ve screen1ng markets e1ther

_exqort or domestic can be fully exploited.

"There are times when'some grades of screenings can be best used
on préiries and others shipped to export. When cleaning is carried
out on the prairiesythe market alternatives are broadened: Thé fact
that cleaning can currently be done Q% 1nter1or government terminal
elevators is 1mportant in that these are already in place. E1ghty-

. five percent of the screenings produced at these»termina1s are sold
inéo ]ocq] prair{; narkets substantiatfng the claim made by many that
prairie markets do in féct now exist for screenings.

There is a requirement for increased economic oppgrtunity in

_ Nestern Canada. One of the opportun1t1es manlfests itself in the
further processing of agrlcultural commodities through c]ean1ng of
grain. A further opportunity presents~1tse1f through the provision
of cheapef'féed aiternatives for-Jivestock

A11 of these 800 thousand tons of screen1ngs could be used on
the pra1r1es for feed. It is in the interests of both the gra1n
producer -and the l1vestock produg, to see that screen1ngsfbe more

l .
‘readily avai]able on the prairies. As\long as most cleaning is done °

~
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at Vancouver, and Thunder Bay, these opportunities are denied to prairie
Tivestock and grain producers./ On the other hand'tf c]eaning'js done
on the prairies aTi options‘are‘open. | | | | )

Currently the erport market at Vancouuerv argely deternines the
price for the refuse screenings. Approximately 50 percent of the
screen1ngs produced in Canada are refuse. The 473 thousand tons which
this represents could easily be fed on the pra1r1 S5 however, clean1ng
- economics and demand, will dictate when that w111 e. As long as the
export prlce for refuse screen1ngs is h\gh relative to a]ternate,
- feeds available on the prairies, it will probab]y ‘ontinueyto be
profiteble<to export refuse 3creenings through the West Coast.-

There is no "close-by" domestic market for s reenings at Prince
'Rupert and Churchjl] and there is a very 1imi ted 1oca1»market at
Thunder Bay. For exports all three of these ports are at a disadvan-
tage'compared to Vancouver. HiStorikal]y, the hunder Bay price for
refuse screenings is constantly 1ower than at Nancouver. The main
market for.Thunder Bay "refuse" screenings Yig Britain. The pending

European Common Market taritfs may render tiis market even less

attractive.

Summar

1. Screen1ngs repre aoprox1mate1y 2. 5 percent of all gra1n
f”\ -

de]ivered or 28 m1111on bushels .
- / ‘ e

Screen1ngs are dockage and the producer is not pa1d for them.

They accrue™“to the gra1n handl1ng agency free at point of de]ivery.
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The cost of sckeenings to the grain company'is the cost of eepa-
rat1ng them from the gra1n, the cost of transportation at statu-
tory rates and cost of marketing, i.e. pel]et1ng, handling,

administration of sales, etc.

-

0f the screenings delivered, approximately.13 percent (104 thou-

»

sand ton$,or:3.6‘miilion bushels) is recovered and sold as whole
grain, Of the remaining 87 percent:

—f .20 percent or 139 thousand tons. represents #1
‘ feed screenings; _

//12 percent or 83.5 _thousand tons mixed feed oats;

- 68 percent or 473 thousand tons refuse screen1ngs
|

Screenings are so]d.Wherever the most profit can be realized.
Currently this is domestically for #1 screenings and export for

refuse screenings.

. ;/All of the screenings pfoduced_in Western Canada could be utilized

in Western Canada for livestock feed.

The screenings will be used for feed on_the'prairies when avail-

v

able and economics dictate.

P

In light of the alternatives presenfed, the cleaning of grain at
‘ : v -, C -
. inland facilities equipped to do so appears to offer the greatest

. i ) ]
~ flexibility in exploiting of market opportunities.

Y




_ Western grain and Tivestock producers are in an improved position

and will realize maximum returns if grain c]eanjng is carried out at

a location with free access to all markets. - - 1
Screenings now constitute a hidden tariff as far as the gfain
producer is-concekned. This should not be so.

- Costing procedures should be developed by the C&nadian Grain
Commission which are uniform in app]icafion across fhe grain handling
system, ‘Specific costs and margins for all operations should be
‘clearly identified. Specific tariffs”Should be established on the
basis of these costs. To do otherwise'djstorts handling econoﬁ%cs

-

| and masks the true costs of doing business.




.
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* THE RAILWAY SYSTEM

The trqnsport of large quantities of grain, produced on‘the
prairies, over the long‘distahces.ﬁecessary to bring it to export
position at seaboary, is a sizeable transportation function. There
are approximately 21,600 miles of rail network used in moving grain
from the primary elevalor points to export position.

The responsibility\ for the physjcai allocation of motive ’
power and gfaiﬁ cars rests, with the rai]w&ys. This operation is
complicated by the seasong] shifts in grain movement, particularly
to Eastern Canéda. Typicai i vtheLrai1 movement of grain from the
Georgian Bay Ports to the Atlantic Ports each winter, requiring ‘
the transfer of adequaté‘power’a d equipment from tﬁe West, but at .
the same time sufficient equipment \nust be left in the West to
maintain the heavy year—foUnd movement to the West Coast,(and to
fill the Thundqngay Terminal Elevators, preparatory to the opening

/ | :
of navigation in the spring.

Shipping Blocks

‘ For purposes of co-ordinating r%i]way g ain‘transportétion,
the railway network on the prairieé is divided \into 48 segments.
Each is known as a shipping block. Theré*afe 25 \blocks on the
mCanqdian National, 20 blocks on CP Rail, g on Northern A]bertd
‘Railways, and one on-the Great S]aQe Lake Rai]Way. A\block is a
grouping of railway train funs established so that a ra\iway can,
Qithin a block, provide flexible train seﬁ%ice from week %0 week,

to the various branch lines. There may be fwo shippiqg blodks in

one geographical area, one for CP Rail and one for pj?%j}pn~Na jonal.

- ]6] - .‘ . \4
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A typical shipping block includes about 40 delivery points

with soie 125 elevators. The block is designed so that companies

operating elevators have some flexibility An placing shipping orders.

There are three fo sixteen train runs in a shipping block. In the
planning of train runs the various factors taken into account
include, minimum and maximum number of cars, car spotting, capacity
of elevators, available stock of equipment, scheduled vessel
arrivals, volume of grain enroute, amount of grain required and the
rate of unload of cars at the terminals. The Canadian Wheat Board
advises grain companies of the number of shipping orders it may
distribute in each block the fol]oﬁing week. The grain company
allocates these orders to the individual primary elevator.

Movement of Rail Equipment

The railways ability to have empty cars in the numbers required
at the proper distribution points is erendent upon the rate of
unloads at terminal elevators. Cars unloaded at the terminal elevator
should return to the primary elevator system for reloading without
delay. A low rate of terminal unloading, because of terminal
congestion or other reasons, affects the reloading capability of the
system some days later. The movement of both empty cars apd loaded
cars is a complex exercise in logistics, and one which demands
constant and careful supervision.

Equipment returning from terminal elevators, at Thunder Bay
and the West Coast, is moved to main classification yards of each

railway. Calgary and Winnipeg are the main classification yards
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J
for CP Rail,"and Edmonton and Winnipeg for Canadian National
Railways. From these main classification yards trains of emptiés
are directed to distribution yards in the quantities required for
the Canadian Wheat Board shipping program to make up the various
train runs which branch out from these yards. Distribution yards
are located at centers such as Winnipeg, Brandon, Souris, Regina,
Moose Jaw, Biggar, Saskatoon, Calgary, Edmonton, Hanna and
Medicine Hat. Upon arrival at these distribution yards, empties-
are marshalled into the required numbers to match train runs for
the various shipping blocks. Generally the distribution points are
where train and engine crews are based.

| There are a total of four main classification yards, 22
distribution yards and 113 subdivisions involved in the Western
Canadian .grain movement.

At Terminal Por%s

Export grain from primary elevators moves principally to
4 Canadian ports, Thunder Bay and Vancouver, served by both
CP Rail and Canadian National Railways, Prince Rupert and Churchill
served exc]usive]y{by Canadian National. Located at these ports
are 23 terminil elevators, 17 at Thunder Bay, 4 at Vancouver, and
one each at PF%nte Rupert and Churchill. At Thunder Bay and

Vancouver, while certain elevators are switched exclusively by

one railway or the other, carloads from both railways have access

to all elevators through caf exchange agreements. The same is not

true at Prince Rupert or Churchill. Grain originating on CP Rail

<
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lines is not shipped to these two ports, despite the existence of

physical interchange tracks at many common rail points.

Railway Equipment

-- CP Rail
CP Rail has nine thousand, 50 and 60 ton, 40 foot standard box

cars which are used solely for the movement of grain. Additionally,
there are 11 thousand 60 ton six foot door:‘AO foot standard box
cars which potentially could be used to haul grain. The percentage
of these cars in grain traffic varies over time, although some are’
always involved in grain movements. There are 1,200 - 60 ton box cars
with roof hatches designed to haul potash. They can be used for grain
movements during periods of low potash and high grain requirements.

CP Rail's covered hopper fleet (excluding government owned

equipment) is presently ébout seven thousand units. On the average, .

about 500 of %hese units are employed in the grain trade. «This varies
between 100 and 1,500 depending on potash movement requirements.

~ CP Rail received 3,202 government owned covered hopper cars a
few years ago ;nd will receive more than one thousand in an order
recently p]aged yith the car builders. These 100 ton steel cars are
required to be uséd in movemeni of grain Qest of Thunder Bay.

The minimum and maximum availability of equipment at present for

“the haulage of grain by CP Rail is as shown in the following table.




TABLE VI-1
CP Rail!Car Inventory

Minimum Max imum

Equipment o # of Units Capacity # of Units Capacity
. (tons) (tons)

50 & 60 ton
Box Cars 490,000 490,000

-CP owned covered -
hopper cars (average) 46,000

Forestry Cars, ' 660,000

Potash Cars

e o . - - - ]

Sub Totals 536,000 v 1,268,000

-Gov't owned covered ‘ ‘ ,
hoppers - on hand 320,200 320,200

TOTALS ' 856,200 1,588,200

-- Canadian National

Canadian National had 11,600 standard box cars in 1974 which were
available for transporting grain. This includes approximately. four
thousand standard box cars normally used in moving forest products.
These cars can also be used to haul grain and some are used when the

demand by the lumber industry glackens.

Canadian National's covered hopper fleet consists of about 9,600‘

units. ~None of these units are éssigned exclusively to the grain trade.
However, as fertilizer and potash demand usually slackens during the
summer season, as many as one thousand of these covered hopper cars

b

‘are used to haul g}ain during this period. In addition, the Federal

vi
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Government has provided Canadian National 2,798 cavered hopper dbrs
and will supply approximately one thousand more later this year
(approximately 1,600 of these government owned hopper cars are 90 ton

aluminum cars; the balance, 100 ton steel). These are for use exclusively

in the movement of grain west of Thunder Bay. The latest order consists

of 824 - 70 ton aluminum cars which can be used on the lighter weight

/

Tines on the prairies.
To summarize, the minimum and maximum availability of equipment

for the transport of grain by Canadian thﬁona] is:

i TABLE V-2

Canadian National Car Inventory

Minimum Max imum

Equipment ' # of Units Capacity # of Units Capacity
(tons) (tons)

40' Box Cars o 7,600 418,000 11,600 - 638,000

L]

-CN owned covered -
hoppers (average) ~ 100,000

Sub Total 7,600 418,000 738,000

-Gov't owned hopper . ’ '
cars (on hand) 2,798 263,800 263,800

10,3983 681,800 1,001,800

Future of the 40 Foot Standard Box Car

No’40 foot standard box cars have been purchased by the Canadian
National or CP Rail during the past fifteen yéars. CP Rail purchased
500 in 1962, and Canadian National purchased one thousand fn 1957.

In recent &ears, both railways havé been acquiring 50 foot box

/
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cars and covered hopper caré. As these cars are added to the system,
old 40 foot standard box cars are retired from service. Thus, the
number of 40 foot standard box cars for érain service has been declining
in total.

In 1973 the Federa]rGovernment uﬁdertook a box cér repair program,
Total cost of this program was $3.3 million. Unlike the branch line
subsidy program which is a continuing program, the payment to the
railways by the Federal Government for the rehabilitation of specific
‘box cars which were to be used exclusively for the carriage of grain
was a one-time program. Under this program, the Government paid for
one-half of the total repair costs on one thousand CP Rai]rcars and
on 1,400 Canadian National cars. In effect, the Federal Government

put 500 CP Rail cars and 700 Canadian National cars in grain service.

Hopper Cars
The Federal Government recently announced the purchase of an
additional two thousand covered hopper cars to add to the grain fleet.
This will bring the total number of government hopper cars in service
to eight thousand.
 This latest purchas%;was made to assist the Canadian car manu-

facturers, which are facing stowdowns, to maintain employment in their

plants in Eastern Canada. This program, said to cost $90 million

must not be regarded as a subsidy to western producers. These cars are
not now needed in the western fleet, but the program can be justified

because they could be needed in the future.
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CP Rail will receive slightly more thad‘ha]f of the two thousand

"cars on order. These will all be 100 ton steel cars. Canadian National
will receive 824 - 70 ton aluminum cars and the balarice as 100 ton
steel cars. These smaller cars will be able to operate on the lighter
lines, those with 5 gross carrying dapacity of 177 thousand pounds.
The Commission fs of the view that the cost of rehabiiita;ing'or;
upgrading the lighter capacity rail lines far outweighs the costs of
providing lighter equipment for these lines. With fhe 70 ton ca}.
primary elevators on these lighter capacity branch lines will be able
to enjoy the economies and convenience of the hopper car without the
extremely costly alternative of upgrading the roadbed and rail on
these lines. CP Rail has undertaken to use the 100 ton steel cars on

their 220 thousand pound capacity Tines but loaded only to weights

equivalent to the 90 ton aluminum cars.

Utilization of Equipment
A

- Utilization of rail equipment is measured by the number of ton

miles performed by the piece of equipment in questionsin a specific
time period. The greater the number of ton miles performed, the
higher the utilization.

In grain service, because the equ1pment must be returned to
primary elevators empty for re]oad1ng, 5%1 ation of equ1pment can
be approximately measured by determining the time required for a car
cycle. A car cycle consists of the loading of the car at the primary
elevator, its movement to a port terminal where it fs emptied, and
its return to a primary e1evator ready for 1oad1ng grain. The time

required to complete a car cycle can fluctuate considerably dur1ng a
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year because of'd%mand for the mdvement’of grain from primary elevators,
labor problems in one or more sectors of the grain industry, or railway
oberating problems. Actual average car cycle times for 1971 ranged
from a Tow of 13 days to a high of 24 days in the Thunder Bay service,
and from a low of 17 days to a high of 26 days in the, Vancouver service.
Many factors affect the railways' ability to obta{n max imum
utilization from their equipment and many of these afe beyond their
control. For/example, rail service is provided seven days per week,
but loading takes place in the country only about five and one-half
days and port terminals do not unload on Sunday. The vagaries of ocean
shipping also tend to affect port terminal operations and the conse-
quent congestion inh;bits the unloading of railway cars and delays

“

return of empties to the country for reloading. Laboy, interruptions

in both handling and transportation segments of the industry and

severe weather, particularly in the mountains, can create difficulties
from time to time.

Because of the high capital cost of rail equipment, it is
important that it be utilized to the greatest possible degree.

The Block Shipping System has improved car utilization consid-
erably. Prior to its implementation, there was very little effective
control over what was loaded into box cars in the country and hénce
appeared at the port terminals. What this meant to the railways was
that gtain, for which there was no demard at port terminals, sometimes

remained stored in box cars for long periods of time.
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A high Yevel of car utilization can be achieved by:

1) Loading only the grades and kinds of grain
required to meet current sales commitments;

2) The prompt unloading of these grains upon
presentation at export terminals;

3) Minimizing short-term fluctuations in the
weekly rail transportation workload levels.

The Commission asked the railway companies to examine the impact

of network rationalization on routing, car cycles, motive power and

!

car requirements.
In reporting on a joint examination, CP Rail, in their July 29th
submission to the Commission, reported:

“In conjupction with Canadian National, estimates
were made regarding which of the retained lines
would receive the grain from lines that are
proposed for abandonment. The 1974 direct
shipment carloads of grain was the traffic base
for this analysis. The new traffic volume on each
retained line was assumed to have the same desti-
nation pattern as the traffic on the retained
lines had before rationalization. This analysis
assumed that the lines recommended for deferred
discontinuance were retained.

"The operational characteristics of the traffic
on the retained lines were simulated, based on
the 1974 operational characteristics of the -
traffic (i.e. car mix, car days, car miles,
train weights, etc.). This 1974 operating data
base is the same data base submitted to the
Snavely Commission."

The results of this analysis, based on the average car, before

and after rationalization, are shown in the following table.
. 3




TABLE VI-3

Railway Equipment Utilization - Canadian National
Rationalization Proposals

Average per Carload

Before Rationalization

After Rationalization

Car Days

Car Miles
Empty and Loaded

Diesel Unit Miles

Train Weight

22.9

1,564.6
50.6
5,022 tons

22.4

1,556.7
50.2

5,050 tons

The Canadian National estimated that, with the branch®line abandon-

ments they had r.nended, their total equipment requirements would be

reduced by 21 diesel locomotive units and 1,740 grain box cars.

Canadian Nationalf in their final submission to the Commission at

"~ Saskatoon,.stated the effect on Canadian National operating efficiency

of their proposed abandonment schedule of 2,532 miles to be a reduction

of 636,220 car days.

TABLE VI-4
Improvements in Operating Efficiency
Canadian National Estimated Reduction
Track {. Train Diesel Car Car
Miles | Miles Unit Miles Miles | Days
Abandonment
- in 1977 2,030 | 329,666 730,234 17,968 | 340,543
- subsequent to ¢
1977 502 | 279,202 642,305 15,270 | 295,677
TOTAL 2,532 | 608,868 | 1,372,539 33,238 | 636,220
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Larger volumes of grain could be handled with current rai1.equip-
ment‘if utilization of the equipment'were increased. The breakdown:of ’
an average car cyé]e‘in 5973 showed the majority of time was spentein
the yards loaded aﬁd empty, totalling g]ose\to 60‘pércent of‘the car

cycle time. This thenis thé area of‘greatest potential improvement.

TABLE VI-5
Breakdown of an Average Car Cycle*
Canadian National Railways

Function ‘ % of Time Cars of 22.9 car cycle

Enroute empty 6.1 1.4
Enroute loaded 7.4 1.7
Unloading 13.5 3.1
Loading 13.5 3.1
Standing in '
yards-Toaded 1)

Standing in
yards-empty 1)

From a paper "Dimensions of the Car Supply Problem”, John
Gratwick, V.P. CNR, at the Symposium "Rail Car Utilization
and Supply Problems and Poss1b111t1es", Vancouver, February
28, 1974.

Includes being classified and assembled into trains, mov1ng
within terminals and standing idle.

The railways predicted reduction in car cycle of one-half day

through iTBlementétion of their recommendations would increase the

volume of grain the present equipment cou&d handle by about 14 million

bushels per year. \ (%@\
» . 3
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TABLE VI-6 - )

1974 Car Cylé
1974 Direct Grain Shipments*

‘ Car Loadings Car Days Tons Car Cycle
cP 160,431 3,679,2]0 10,460,400 22.9
CN 166,104 3,775,531 9,603,900 22.7
326,535 7,454,741 20,064,300 22.8

*  Volume 1, Report of the Commission on the Costs of Trans-
porting Grain by Rail.

As' the following table illustrates, a reduction of 2.9 days in the,
car cycle time would permit the carriage of an additional 102 million
‘bushels of grain. With & reducgjon of 7.9 days to a 15 da& cycle,
present equipment could carry’a potential 1.1 billion bushels or a

52 percent. greater volume than now carried.

TABLE VI-7

Projected Annual Volumes of Grain
With Reduced Car Cycles

Annual Volumes

Car Cycle 22.9 22.4 20.0 15.0

‘Millions of Tons 20.0 20.4 22.8 30.4

Millions of Bushels| 735 749 837 1,17 °
1
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Recommendations

To increase the level of efficiency in car utilization, the

Commission recommends:

1) An interchange of grain traffic between rail
carriers, at open interchange points in Western
Canada, to use the shortest least cost route to
destination. Similar to the Calgary/Edmonton
interchange agreement;

An interchange of traffic between carriers to
provide CP origin cars access tosport terminals
of Prince Rupert and Churchill, now served exclu-
sively by Canadian National;

The Government car fleet become interchangeable
between railways. That cars not be assigned
exclusively to one railway;

Expansion of the grain co-ordinator function to
inland yards in Winnipeg, Kamloops, Edmonton and
Calgary to ensure the movement of the grain
required;

Rail car unloading at terminal elevators must
be on a seven 'day per week basis;

That the Department of Transport and the railways
undertake an experiment to modify present box
cars with roof hatches and end unload gates, for
use on the lighter prairie branch lines;

Future orders of hopper cars must be co-ordinated
with the needs of the Prairie Rail Authority
taking into account the large proportion of

1ight carrying capacity lines under the
Authority's jurisdiction where 70 ton capacity
hopper cars are preferable in replacing box

cars. :




Rail Car Allocation

The September 1975 study of car allocation procedures by J.F.

Mants and recently suggested‘modifications to some of the original
recommendat{ons should correct many of the pkob]ems associated with
car a}lo;ations. |

The Commission understands that the recommendations have generally
been accepted by the grain trade, and that they will be reviewed, and
changed if necessary, after a suitable period of use.

The Mants report contained the nine following recommendations:

1) Documentation of A]]ocatioanrocedures

That a documentation of the system used in allo-
cating shipping orders, and calculations in dealing
with congestion be prepared and kept current.

That each grain company receive a monthly statement
indicating licensed capacity, space, handlings

for the reriod, cars shipped and twelve month
handling percentage. ‘ /

Study of Block System - 4 \

That a technical committee be re-established to
review the results of seven years operation of the
block shipping system.

Refinement of the Block .as the Basic Unit for
Administration

That sub-blocks be established as the basic unit
for car allocation, quota administration and
congestion calculations, these sub-blocks to be
based on train runs (railroad subdivisions).

Qutstanding ShippihgﬁOrders

That steps be taken to keep the outstanding orders
within a range not exceeding 500 to 600 cars

under normal conditions.




Primary & Alternate Delivery Points

That producers elect only a primary delivery point
‘but have the right to deliver to any delivery point
in the Wheat Board area.

-

Terminating Quotas

That the use of terminating quotas continue and
that a consistent policy of cancellation or termi-
mation of quotas be announced at the beginning

'of the crop year and applied and the use of open
quotas be discontinued.

Modification of Grain Car Allocation Formula

this recommendation suggests that space in the
primary elevator system be maintained at 35 percent
of the licensed capacity. When a company has less
than 35 percent space in a block or sub-block it will
be considered congested. When all companies have 35
percent or more space,shipping orders will be
allocated on the percentage of business done by

each company the previous year. When the space

of any company in a block or sub-block drops

below 35 percent, shipping orders will be issued
first for that company and the remaining orders will
be allocated to companies on the percentage of
business handled in the previous year. When all
companies in a block are congested, orders will be
allocated progressively until all companies space

is as close as possible to 35 percent. Provision is
made for new companies without any previous

record to ship Wheat Board grain when called for and
for shipping orders for non-board grains to meet
sales contracts:within the time constraints applying
to all companies.

Leased or Owned Cars

That conditions be set out for use of leased or owned
cars outside of the allocation formula.

Authority for Allocation of Cars

- That the Canadian Wheat Board continue to administer
the allocation of rail cars used in the movement
of grain.




Dissatisfaction with car allocations was expressed at many local

hearings. -The Coﬁmission sensed that the procedures used in allocating
cars were not generally undérstobd. Currently the Canadian Wheat Board
-issues éhipping orders on a block Basis to the érain companies repre-
sented in that block. The grain companies then allocate the orders to
their elevators in the block as they see fit. It then becomes the res-
ponsibility of the railway company to spot the“cars at the elevators
dgsignafed by the grain company. Many times the railways were blamed
for failing to provide cars at primary elevators, when no shipping
orders had been allocated to them by the grain companies. The railways
admitted that while they were sometimes late in spotting cars at cer-
tain points they had never failed to move the quantities of grain
requested.

The Commission recognizes that congestion at primany elevators
can be serious for the producers affected. ' It is also of the opinion
that no perfect system to relieve congestion is likely to evblve, that
will be effective uﬁder all conditions. When Canada's export grain
sales are buoyant and the vafious components in the transportation
and grain handling systems are functioning properly elevator congestion
is not a serious problem. Converse}y, when markets shrink or kinds of
grain and g(ades required by the market are not available, problems of
congestion may become acute,

Some producers suggested that discrimination existed in car allo-
cations between rail lines only capable of handling a standard box car

and rail lines capable of handling a 90 ton or 100 ton covered hopper
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car. Upon investigation the Commission determined that the Canadian

Wheat Board does take the capacities of the different types.of cars -

into their calculations to determine number of cars required to move

the desired volume of grain. On a car for car basis over a short
period of time, what may appear discriminatory will be adjusted by
the provision of more box cars than hopper cars to move the same volume
of gréin. |
Allegations were made at many local hearings tﬁat some delivery
points were denied cars when other points in the same block were
receiving cars, even when'kinds and grades of grain were similar. The
inference was that grain companies were using car allocations to force -
closure at some stations to hasten elevator rationalization.
The Commission recommends that a procedure be established by the
Canadian Wheat Board to:

“1) Upon receipt of a written request from ten or
more permit book holders at a grain delivery
point issue statements:

a) showing the number of cars allocated
to a particular grain company in that
block or sub-block and the kinds and
grades of grain ordered;

the number of cars allocated by indivi-
dual companies at that point and
the kinds of grain and grades ordered;

the number of cars allocated by indivi-
dual companies to other stations in the
block or sub-block showing the kinds of
grain and grades ordered. ‘




Railway Subsidies -

 The National Transportation Act of 1967 established the terms
of reference for the regulation of the transportation industry in
Canada and, in pérticu1ar, defined and providgg the mechanism to
implement a National Transportation Policy. |

The Act declared that:
"... an economic, efficient and adequate trans-

portation system making the best use of all

available modes of transportation at the lowest

cost is essential to protect the interests of

the users of transportation’and to maintain

the economic well-being and growth of

Canaga "

A\
Furthermore, it provided that:
"(d) each\mode of transport as far as

practical, should receive compensat1on for

the resources, facilities and services that

it is requ red to prov1de as an imposed

ublic duty and"

The objectlvesand principles enunciated in the National
- | .

Transportation Act were carried into the Railway Act.:

Y In the ear\y 1960's, the railways had applied for a number 6f

branch 1ine abandonments, 1gading to concern in many quarters over
the type of systgm which wouﬁd be left after such piece-meal abandon-
ments. " N
With the in€$ntion of passiné legislation providing a more
comprehensive §%d‘reasonab1e basis for branch 1ine abandonments,

the Gové@nment requaéﬁed the railways to place a moratorium on

branch 1ine'abandonments in the Prairie Provinces.




The railways agréed, and from 1963 to the passage of the Act

in 1967, only four cases were dealt with.

About the time of the passage of the National Transportation .
Act; the Federal Government passed an Order-in-Council which prohi-
bited the railways from applying for abandonment of all lines in
Western Canada, except for 1,839 miles. In July 1973, at the Western
Economic Opportunities Conference, in Calgary, it was announced that
abandonment of these lines was also prohibited and the entire system
frozen until January 1, 1975,

The National Transportation Act created both the Canadian
Transport Commission and its Railway Transport Committee. The areas
of responsib111ty of that Committee 1nc1ude the abandonment and
d1scont1nuance applications, subsidies, trafflc and freight rate
matters, ra11way constructlon operations and safety.

The Apt provides for the subs1dlzat10n of an uneconomic line
which is ordered by the Committee, or by Order-in-Council uﬁ&er
Section 258(1), to be continued in operation. Following the
Western Economic Opportunities Conference, all lines were protected.
" The railways were prevented from applying for abandonment.

Section 258(1) of the Railway Act came into operation and the
'railways were then enabled to obtain subsidies for uneconomic lines
without a;plying for abandonment. ’

For 1975, subsidies were claimed on 12,225 miles of line,
which represents approximately 63 percent of the tota] prairie network.

The h1story of subsidy applications is given in Table VI-8.
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Claimed Losses on Prairie Branch Lines

TABLE VI-8

By CP Rail, C.N.R. and N.A.R.
~ Under Sections 256 & 258 of the Railway Act

And Payments To December 31, 1976 - Years 1967 - 1975

CP RAIL'

Claimed
Losses

Payments

To Date

CNR

Claimed
Losses

Payments
To Date

1967
1968
1969
1970
1971

- 1972
1973
1974
1975

18,124,646
21,656,090
19,876,298
24,089,952
34,665,591
48,467,219

13,279,685

15,892,947
16,076,935

. 16,916,980

29,298,187
33,859,182

1967-75 + § 166,8]9,790

$ 125,323,916

Claimed

Losses

To Date

22,189,325
33,049,709

39,039,141 -

68,719,409
67,100,828

$ 225,098,412

15,706,014
20,530,312
27,076,039
44,441,012
46,372,418

 $ 154,125,795

Claimed
Losses

Payments
To Date

1967
1968
1969
1970
1971
1972
1973
1974
1975

2,164,666
2,569,102
3,065,247
3,001,265
2,986,891
3,213,241
3,452,334
5,287,417
5,372,830

- -

903,551

897,114
1,173,833
1,120,191
1,162,681
1,552,828
1,782,196
2,269,604

2,164,666
2,569,102
3,065,247
21,125,911

46,832,306

56,139,248
66,581,427
103,672,417

120,940,877

ks

903,551

897,114
14,453,518
32,719,928
37,769,928
45,545,847
75,521,395
82,501,204

1967-75

$ 423,091,201 .$ 290,311,709

$ 31,112,993 $ 10,861,998




Until December 31, 1976 the three railway companies had filed
claims of $423 million since the beginning of the branch line
subsidy program. Subsidy payments td December 31, 1976 totalled
$290.3 million or 68 percent of the amount claimed. CP Rail, in
this period, have received 75 percent of their claims, Canadian
National 68 percent and, in the case of, Northern Alberta
Railways 35 percent of their claims had Héen processed and paid.

The differences that exist between the claimed loss by the
railways and the actual payments, are due to a number of unresolved
issues between the railway companies and the Canadian Transport
Commission. Over a period of years these differences have increased
to a point, at the time of writing, of being $132.8 million. The
Commission asked the railway companies anq the Canadian Transport
Commission to identify these differences, and the magnitude of

each. , While identifying some of the issues, the railways found it

difficult to resgond to this Commission's inquiry as, they contend,

they have not been advised by the Canadian Transport Commission in

detail, of the reasons for differences on all lines, or the amounts
disallowed.

The Canadian Transport Commission advised this Commission
that these disallowances pertain generally to outstanding legal
and costing issues for which amounts can be readily identified,
and which will be resolved by the Railway Committee Staff. None
of these issues, dating back to 1967, the beginning of the program

have been resolved, nor have claims been reduced by a disalfowance.
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The Canadian Transport Commission reﬁused this Commission's
request for a breakdown of these major disallowance and hbldback
items.. Despite the fact that the Canadian Transport Commission
had earlier agreed to supply such a breakdown, this’}nquiry
Commission received the fo]]owind communication on March“;;, 1977.

"Your request for a breakdown of the amounts
disallowed and heldback with respect to branch

line subsidy claims has been carefully reviewed.
Whereas you were previously provided with a list

of the major disallowance and holdback items, it
has been decided that no breakdown of the amount
outstanding will be provided. As you are aware,
the amounts currently outstanding reflect an
interim position pending the resolution of numerous
costing and legal problems. Until such issues are
finalized and subsidy payments adjusted accordingly,
it is considered that release of interim figures
would serve no useful purpose and could in fact
cause considerable misunderstanding.

"Furthermore, the relevance of tifis data to the
examination of individual branch lines for purposes
of determining the feasibility of abandonment is not
clearly understood."

\The Commission recommends:

The Canadian Transport Commission, in a report

to the Minister of Transport, on or before

July 31, 1977, should identify the legal and

cbsting issues and the amounts owing for each

branch line, also advising the\railways which

items are disallowed, and the reasons therefore;

a listing of those items which are holdbacks,

the amounts and reasons, and estab11sh a

\

Ny timetable for resolution of unresolved claims.
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Unit Trains

The Commission heard a lot of talk which suggested that unit
trains would bring about the millenium in the transport of grain to
export positions. The unit train concept has been eminent]y‘successful
in the transportation of coal, pgtash and other bulk commoditieg, but
that does not mean that it can be applied holus-bolus to grain.

Coal, potash, sulphur and such commodities are generally of one
qua]%ty from the same mine or source. ' It is practical, in their case,
to load a train of cars in one operation,and to unload those cars as
a continuous operation into the hold of a ship. |

Grain is different. There are many types of grains and grades
of grain and grains of different qualities. It is seldom, if ever,
possible to find an inland elevator with sufficient grain of one grade
and quality to load 125 or moré‘hopper cars as one operation. This
requires 375 thousand bushels which is seldom available at one loca-
tion, or from one source, with a loading track\capabié of holding 125
or more cars. There are no conventioﬁa] port terminals equipped to
acéommodate unit trains in storage or direct to vessels.

An experimental unit train might be made up and loaded from one
of the quernment elevators, or onevof the other similar facilities, -
but thag would require the interventipn of the Canadian Wheat Board
in allocating grain, of the grade and quality to that facility so
that the required 375 thousand bushels would be available for immediate
loading at the precise time the 125 hopper cars were on the loading

track.
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No sucﬁ loading tracks, or‘faci1ities, are available in the
prairie region, nor was the Commission told that any were contem-
plated. The loading tracks at Weyburn, Elm Creek or Rosetown are
not so capable. A continuous 1oad1ng operation is n?t accordingly
possible.

There exists much confusion between what is being called a unit
train and what is known in railway terms as a solid grain train.

Grain to Vancouver, Thunder Bay, Churchill and Prince Rupert is
now moved in solid grain trains. These trains carry all grain but
nof necessarily grain all of ‘the same grade and quality, nor even the
same kind of grain. The solid train may carry wheat, oats and barley,
or all wheat or oats or barley.

The solid train is made up at designated marshalling yards, such

as Winnipeg, Moose Jaw, Calgary, Edmonton and others. from cars of

grajh brdught to these points from the main and branch lines feeding

. into them.
Having arrived at Thunder Bay or Vancouver, these solid trains are
broken yp and the cars distributed to the termina]s.tpere in accor-
dance with the directiéns of the Controller. It is his function to spread
the incoming grain cars as equitab]y a ssible among the several |
termina1 elevator compapies located in the poxt. In single termina]
ports, such as Churchill and Prince Rupert, the grain, such as it m&y '
be, as called for by the Canadian Wheat Board,is unloaded into the |
terminal into the several bins available to reéeive differing grades,

etc.




The unit train concept would not be of much economic value to
producers unless a new and marked departure in the freight rate struc-
ture for the carriage of grain was adopted by Parliament in which the
mi]éage related statutory rate principle is discarded.

The Commission is firmly of the view that variable tariffs which

would give plants, capable of loading unit trains now or in the future

any preferential rate treatment, must not be introduced. .
The Commission deals with statutory rates and their implications

o)

in Chapter XIII.

The Producer Car

The right of producers to load their own rail cars is embodied in

the Canada Grain Act 1970 Sec. 71 (1).

"A producer of grain who has grain in sufficient
quantity to fill a rail car, that he may lawfully
deliver to a railway company for carriage to a

terminal elevator, or to a consignee at a destination .
other than an elevator may apply in writing to the }
Commission, in prescribed form, for a railway car

to receive and carry the grain to the elevator o¥
other consignee." 0o

The right. of producers to order and load their own car had its

X

Pt

origin in a controversy between the railways and the owners of flat
warehouses. The warehouse was the original facility to accumulate grain
for loading to qail cars in Western Canada. As country elevators begén
to make thei; appearance.in Western Canada these warehouses became
technically obsolete. 'The railway companies favouring the new elevator
facilit} undertook to provide lease sites free to companies wif1ing tg

build elevators. The railways agreed to supply rail cars only to thel
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elevators at stations where there were both elevators and flat Qare-
houses: The Federal Government appointed a Royal Commissioh in 1899
to inquire into producers complaints, amond'them the refusal of the
railways to prov1de service to flat warehouges Recoﬁmendations of
that Comm1ss1on led to the passage of the Manitoba Grain Act in 1900
which prohibited the rai]ways from refusing to service flat warehouses.
Amendments to the Act in 1902, introduced the car order book. Persons
wishing to obtain’railway cars for the shipment of grain were required
to p]aEe an application on the car order bodk, maintained by the railway
agent. Cars had to be distributed in order of application.

In the well known Sintaluta case, the Supreme Court 6f Canada
upheld the producers right to obtain and ship railway cars, § right
which had been denied by the Canadian Pacific Railway, in this case

e L
in 1902. ’

Current Regulations ’ e

+

"
Current Tegu]ations respecting the application for producer cars
|

were approvedxby Order-in-Council PC 1976-2072, of August 19, 1976.
\

|
In fi]ing an application with the Canadian Grain Commission, a
producer nom1nates a gra1n tompany to hand]e loading documents. The

grain company 15 perm1%ted under the Pr1mary Elevator Tariff, to

charge the producer a maximum of $100.00 fbg "administration for pro-
\

ducer railway car". The grain company maﬁégé}, at the specifiéd delivery

point, is adv1$Bd of, the approval, and he in turn is respons1b1e ‘for .
ﬁi
notifying the producer of the date and time of placement of the car in

which to complete loading. It is the producer responsibility to:
‘ ﬂ‘ N
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(a) make arrangements forlthe preparation of the customary documents
accompanying the shipment, and (b) make arranéements with respeci'to
the unloading of the car at the destination point specified in the
application.

The prov1Sion of the Income Tax Act regarding deferreq,payment is
being construed as oniy app]ying to deliveries to primary e]evators

The Commission found throughout its hearings that producers
generally found the procédure for ordering producer cars complex, it,
involved the Canadian Grain Commission, The Caﬁadién Wheat Board, al
grain company and the rai]way.’ In most caseé, a lack Of“awareness by
producérs of the mechanics or the‘procedures involved was evident.
Some producers felt that regu]aiions, such as the eight hour loading
limitations, not appiiéd to the pfimary eievator, énd the income tax
provisions for deferred payment, discriminate against producer cars.

Loadings of grain by producers have not been significant ih terms
of total marketings in Western Canada. In the five year period, 1971472

to 1975-76, platform loadings averaged 209 cars per year, or approxi-

mately 420 thousand bushels, equal to less than 1/10 of one percent of

total producer marketings.

Crop Year Producer Cars

1971-72 183
1972-73 193
1973-74 ‘ 181
1974-75 ' 96
1975-76 394

This is a right which‘the early producers fought to retain.\'whiie .
it is still embodied in statute, producers are frustrated by its applica-

tion. It should not be allowed to die. The Commission believes that
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the system can, without adversely affecting the movement of grain through
normal channels, easily handle up to five percent of producer marketings.

‘This would mean approximate1y 40 million bushels, or 20 thousand cars

: ‘annua11y, being loaded directly by producefs,"resulting in savings, to

- those producers, of approximately $4.8 million yearly in elevator

handling charges.
. The Commission ;ecommends that:

1) The Canadian Wheat Board assume total responsibility

for a producer car program. Producers would apply to
~ the Canadian Wheat Board for cars, the Board would

undertake to have thé railway company spot cars, notify
the producer, and provide the producer with "for orders"
bills,of lading. Upon arrival at the Lakehead or West
Coast ‘the Board would allocate cars to indivdual terminals
for handling. The Canadian Wheat Board would provide
total co-ordination of the program for the producer..
The grain companies at the primary delivery point would
not enter into the transaction.

The Canadian Wheat Board should undertake a program to
increase the producer's awareness of this program, the
availpbility of producer cars, the procedure for ordering,
loading and billing cars, and the producers responsibilities
in loading and shipping. ,

4
3

That changes be made in regulations so that producers
have the same amount of "free time" to load cars as do
primary elevators.

\“
That changes be made ‘in the Income Tax Act regulations
to allow producers shipping producer cars, the same
priveleges in respect of income deferment as producers
who deliver direct to primary elevators.

Where a primary elevator at a single elevator point .is
closed, the siding should remain in place for the |
spotting of producer cars. The Railway should only be
given permission to remove that siding if no producer
cars are loaded in the 12 month period following closure
of the elevator, or if adequate alternate spotting
arrangements are available.




Clinton Ashcroft Link

The Clinton Ashcroft Link between the Can;dian National and/or
the CP Rail near Ashcroft, ékd the British Coldmbia ﬁailway at
Clinton, has been a matter of debate,fok‘many years. A survey of
one proposed route was completed as long ago as February 14th, 1918.

A tentative agreement to construct this link on an equally
shafed basis, between the Government of Canada and the Government
of British Co]umbia; was reached in July 1973 at the Western Economic
Opportun1t1es Conference in Calgary. where it was said by the

M1n1ster of Transpgrt

"We are in full agreement with the Western position
regarding the enlargement of port facilities and
improving access to those ports, particularly to

the Lower Mainland of British Columbia. This will
bring enormous benefits for the movement of mineral
concentrates, coal, forest products, increased
quantities'of Pra1r1e Gra1ns, oilseeds and oilseed
products \

\

“"The product1on areas of the West require continuous
unhindered ag¢cess to our international gateways. In
recognition of this need for comprehensive improvement
to the trunk rall connections, part of the agreement
which the Governments of Canada and British Columbia
concluded yesterday will ensure the construction of
the Ashcroft-Clinton rail 1ink. This will produce
benefits for Prairie grain shippers as well as
British Columbia resource industries. It will protect
the system from the blockages that occur from time to
time on CN and CP's canyon routes and it will also
provide a further assurance that as traffic grows it
will not have to be d1verted through the Unlted States."

Since then the present Government of British Columbia has
recansidered the matter, and stated at the Commission hearings in
Vancouver, that they would rather spend the funds on higher priority

-
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projects.’ One of their reasons was that the amount of traffic

" generated in the British Co1uhbia interior and destined to points
'in Canada, and the United States, which could utilize this link
is not sufficient to warrant its construction at this tiﬁe. Botﬁ
Canadian National and Cﬁ Rail were opposed to construction of this
Vink. ‘
Some of the reasons put forward to the Commission for the |
constnuct%on of the 1ink were as follows:
1. The undependability of the Fraser Canyon route.
| The Tines through the canyon have been blocked on .

numerous occasions due to.rock, mud and snow

slides. The possibility of the canyon becoming

blocked due to the mountain sliding into the Frasef Canyon

is‘zery real. ’IH the area between Hells Gate and

Hope cracks are developing in the mountain,

considerable scaling, cementing and-bolting has

been done to try'to stabilize the mountain.

War or other National Emergencyi

In the event of war or sabotage the entire

Eraset Valley could be easily blocked with

explosives. This could close the Canadian

Nafiona], cP Rai] and the Trans-Canada Highway and’

“effectively cut East-West transportation for

months.




L

beind\formu]ated toyéarry out that agreement. “\\\

Earth tremors of varying degrees of severity

are a possibility.

Squamish Terminal:

Grain utilization pf the link and the British
Columbia Railway could make Squamish a vigble
termiﬁal'port. f;terest has been shown fn building
a térmjpal at Squamish. This also would relieve
some of the traffic through Vancouver.

In the event of a serious b]ockége in the Fraser
Canyon the only present Canadian rail route to
Vancouver would be via Edmonton, Jasﬁer, And the
‘ngtish Columbia Railway. This route is not
physically capable of carryfng the extra traffic
for a prolonged period of time. As one of the time
constraints in building a rail line is the | |
acquisition gf a right-of-way, the Commisfion
“recommends ‘that this be done immediately,\énd that
the‘engineering for construction of this ]ink\be

completed.

In view of the fact that despite what was agreed to aﬁ\ihe

‘ westfrn EconomicXOpportunities Conference, no immediate p]aﬁs are

\

ihe Commission recommends that:

The right-of-way required for the Clinton Ashcroft fink\
) ! \

be acquired immediately by the Government of Canada and \

%
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‘the British Columbia Government, as agreed at the Western
Econ?mic Opportunities Conference.
2 ]

That the engineering and plans be completed for construction

( of the linkage so that it could be built quickly ih‘an ;

4

emergency situation. -

] . V ‘
The next generation may revert to the wisdom displayed at i#the
I

Western Economic Opportunities Conference.

The Parallel Rail Lines F

Specific instances of rail lines 9xisting'relative1yic]ose and

bara]]e] to one another were frequent]y mentioned. The more prominent
of these were: The Canadian National and CP Rail lines between: |
Saskatoon and Unity; the Canadian National and CP Rail lines from
Regina to Moose Jaw; the CP Rail A]ber§9/Ceﬁtra1 and Canadian National
BrazeausSubdivisions; the Northern Alberta Railways Waterway Subdi-
vision and Canadian National Coroﬁado Subdivisiop from Redwater to
Edmonton; as well as the several lines north and west of Brandon and
in the Interlake Region in Mani toba. |

The Commission was able to rationalize those parallel lines in
Category "B", but those in the Basic Network were outsidé of this
Commission's jurisdiction. Nevertheless, the.Comnission;recognizes
the merit of fhe submissions that argued that these are duplications.
The rai]Ways should study the economics of joint track usage in the

Saskatoon to Unity and Moose Jaw to Regina cases.
N ,




Electrification .

Throughout the hearings there were suggestions that railways

should be electrified. The Provinke of Manitoba, in particular,

stressed that electrification be cJosely studied. It is the province

that is in the best position to electrify its transportation Tines.

E]ectrif{cation is\yidespread in Europe, with 100 percent of
the system in Switzerland operated dn élettricity; 62 percent in
Swgden, 60 percent in France and 38 ércent in West Germany. Studies
carried out in Canada, and the United States, indicate that due to
high capital costs electrification bé ome§ an interesting possibility -
only when traffic densities of over 15 million tons per mile of tracki
per year are attained. If 15 million tons per mile is the threshold
for electrification then 20 percent of\Canada's rail system carrying
70 percent of all rail traffic would qualify for electrification.
The only detailed study on the rail e]éctrification was carried out
in 1971-72 by CP Rail. Traffic densities of 30 million gross fons
per mile of track ﬁer year;betheen Calgary and Vancouver make this
a prime candidate for further imnediate consideration.*

As well as the savings in fossil energy,electrification has

other technical attributes relating to haulage efficiencies.

Canada has concentrated her transportation research in other

areas and the slow application of modern technology to the railway

4

3 e

*~  The Railway Game, by J. Lukasiewicz
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mode is evidence that this policy cannot continue if Canada is to

meet its transport requirements.” Research into the application of

electrification of Canadiankrailways should be undertaken by Transport

Canada. ‘

-

Public Ownership of Railway Roadbeds ™

Public ownership of the railway réﬁdbed has in the past been put
. forward as the simplest if not the only way to achieve genuine rai]W@y
rationalization in Canada. This subject has been debated for many E
years in Western Canada by various organizations and thé provincial V
governments.
| Following thg Western Economic Opportunitieé Conference in
Calgary in 1973 a\further cost study of this proposal was undertaken,
"Roadbed Costs and Cost Re]fef Options For Canada's Contiguous
Railways".* | _

The benefits and burdens of this concept havé\not been dealt
with by this Commigsibnwand would involve an extensive evaluation
before any recohmendation could be made. The Commission is of the
“view that nationalization of railway roadbed must involve considera-
tion on a national scale. Canada's rajlways serve ayT province§ and
to some degree the territories. Any consideration of nationalization
must be made at the national level.

As'is recommended elsewhere in this report, ownership in the:

roadbed, following abandonment is to vest in provincial crown.

o P.S. Ross & Partners, MPS Associates Ltd., R.L. Banks &
Associates Inc., The M.W. Menzies Group Limited, George H. Borts,
(Brown University) and George W. Wilson (Indiana University) March, 1975.
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