: Vthrough frexght tram are not Iess than 80 cents a mlle. Fxfty
1ult1ply thls b"' 365 and there isa eavmg of nearly $15 000 per

sufﬁcxent to pay the mteresr on} $500000 Grand Trunk Paclﬁc 1

e have referred more than' once in thxs report to the Board of Raxlwny Com-
‘lssmners for Canada, and have recommended that the systcm of the Trustces should

.




»the complalnant and the raxlway oﬁicer~ face to’ face.

tlxs not rxght that any one, 'eve"nl a Government oﬂicral 1b rustee, :
hould be Judge Jn h1s own cause h ‘Moreover, unless the ﬁnal declswn 1n matters of rat

Rallway polxcy as a sealed book to the ordrnary cltxzen ,Why tarrﬁs' should

fixed as they are, Why the tram servxce should not be arranged s' as, better ta" smt hls
ndfvldual requu'ements, why cars cannot always be avallable for everybody everywhere
cannot understand “The normal attltude of the pnbhe towards the raxlway manage

nent, whether m the‘ hands of a company or a Government 1s one of mlstrust rf not -
a’ctlve hostlhty. Tt is : a good thmg both for the rarlway 1tself and for 1ts patrons t
ring the management out mto the open ‘to. have the reasons why such and such ‘con
itions exrst why certam concessxons demanded cannot reasonably be granted frankly
xplamed in pubhc. If there is nothmg else gamed itis a‘great tlnng to have brought

; . Even when they fall to agree,
hey are hkely to understand each other better i ln the,future

granted for 37 862 mxles of Ime.' ‘:(')nly 453 mxles were actually bmlt. - In the two fol

.lowmg years there nere granted accordmg to a statement made in the Senate by the

Hon Mr. Davxs, on Aprxl G 1910 rcspcctxvely, ﬁS charters for abont 68000 mllec
and 75 charters for about 70,000 mllcs. “We thmk that no charter should be grantcd

ave. reported whether or not ln -their oplmon, “the constructlon of the proposed lme
would be for the’ publxc advantage. Thc opmxon of the Commrssxon wxlf not necessanly
bind the actxon of I’arlxament. ‘But. I’arllament before decldmg, ‘ ave
beneﬁt of the adncc of an cxpert and 1mpartml authonty. o

We‘ thml\ also that no subsxdy or- guarantce should be granted except after a
sumxlar report from the Commxsslon, and that no- subsxdy or guarantee should.be voted

o An any sessxon, ‘unléss it has becn prowded for in the ﬁnancxal budvet of the year; and g
'unless a substantml deposit of cash or secuntxes has been made by the promotcrs, 0k

proverthe bona ﬁdcs of thcxr applxcatlon.( i e




o e ey o e

U he -Domuuon and Provmcral,authorxtxes to. .
endmen of the Brmsh North Amerxca Act as would for all
_ ‘s‘xtuatlon as occurred in 1914 as'a. result of the
rc edlt not for an mtra-provmcm] but for an‘extra- .
ki g, clearly outsude thexr proper amblt The Domlmon Govern-
‘ ,,the ex1st1n0 ‘powers of tho Act
; any provmc]al legxslature mcorporates a raxlway, it becomes
h \duty,o the“Rarlw y_,C 'mmxsswn forththh to- 1nvest1gate the necessxty m the
) { X ctxon and further, m cases whero ﬁnancml a:d by
A by the provmce, to ascertam what provxsron has been
] 'he li bxhtres whlch may | thereafter accrue.~ ‘The- Commlssxoners
'"lth alI spee report therr(ﬁndmws and thc evxdence on \v}uch thcy are bascd

axlway 18 not requlred m;{the pubhc mterest, or that guarantees have not becn
accompanxed by proper ﬁna clal provmon, the Governor in Councll should cxercxse
his’ undoubted prerovatlve and dlsallow the provmclal Act It 1s necessary for the
sake of ‘the- credxt of the provmees as a Whole to- mahe sure that o ‘province thh a-
populatron of less than 400, 000- shall again take the respons:blhty for a guhrantce of
$40 000 000 xn respec ‘. of a-smgle undertakmg. SO s
' Jthat a‘-smgle company should not be under duphcatc contro]

| it has no Justxﬁcatlon for exxstence. Yet the port:on
of the lme m Bntlsh Columbla Was constructed under a Brmsh ‘Columbia churter,
and a small sectxon of the lme in- Saskatchewan under a Saskatchewun charter. It

evarded as o3 general advantage, whlle anothcr portlon of the same route, fcedmg
it and bemg fed by 1t, is regarded as ‘of only local mtercst. And from the point of
‘view is hrghly mconvcment Wo rccommend that, m

biThe pohcy should be -

to the Governor_ General ‘in Couneil. And in any. case m whlch it is found that the

Take’ for 1nstance the Canadlan Northern mam line.. If it is not for_the. pubho .

cannot be’ reasonab]e in’. prmcrple that one: ‘portion of the through Toute. should bc ‘




urnlsh to the Rallway Commlssmners, and publlsh for general mformatxon, exaetly
he same accounts and statlstlcs as the other raxlway compames are requrred to
-furnish, Further, we thmk the accounts of the Board of Trustees should be. con-
tmuously audlted by a firm’ of pubhc accountants, appomted hy the Fmance Mlmster.
“This’ ﬁrm should be selected from those thh specml experlence of raxlway work, And
hey should not ouly conduct . a ﬁnancxal audxt in. the stnct sense, but should be‘
nstructed to advrse the trusfees from tnne to txme what lmprovement in accountmo'
.methods can be mtroduced and what specml mvestxgatlons of cost can be undertaken/

_m‘the world except that of the Prussxan 'State, the Trustecs should have the beneﬁt
‘of 'vthe best ‘and’ tho'rnost up-to date advrce obtamable. The’ audxtors should make'a

j ,a'and should accompany them by a rcport of thexr own Thls report should set out

/‘1‘. Tonce a’ year wlmt total ‘amount. of taxatlon he"is: called upon to pay for rmlway
“+ purposes.: The report- nould natural]y divide the tétal. charges into subsxdxes, guar- .

wnth good hopes of economles rcsultm" : It 1s thhm our knowled"e that modern ‘
ent of so large an undertakmg, thh a mllcage exceedmg that of’ nny rallway system'

*:full report to Parlmment once a ycar on tho ﬁnanc1a1 status of the Donnmon leway. e

received. both - from the’ Domlmon, Itmlway ‘and fr.om the other raxlway compames,

N antees, and other. suxtablo hcads. > And thcso charges ‘should be’ taken up into-the -
it:'general budgct -of tho Fmancc “Minister as a separatc and drstmct entry. Any subsv -
dxes ‘or, guarantees grven by the Government to raxlways other than those’ compnsed' -
“in: the Dominion Ranlway system should: bQ mcludcd by the Fmance 'Mlmster in'the.
same statcment. It must be for the Government -and’ the- people of the country to'" e
decide how much money thcy will find out of the general taxation' for their rallways. T
But, in order that they may dccxde rlghtly, it is’ essentml ‘that thcy should have full - i :
mformatlon, and that 1t should be broucht bcfore them in an easx‘y mtclhgxble form et T




Iocal . lxmrtatlons Th‘ : e{Counmlsu meet' tw1ce

,They are competenf to deal w1th ques

Thethave no execut1ve powers whateyer :
ntlexze, dlssuade, or recommend But the umversal testlmony ofkcompetent~ ~
observers i “that the system is:a wsuccess that the mﬂuence of the Councxls is eon51d-
-able, -and ﬁthe result harmony and absence of fr1ct10n between the ranlway admmls-

in Oanada. ‘But* we thlnk the Eéntral 1dea is valuable. ; And we suggest that
" - when they‘get 1nto harness, should consxde J the proprlety of callmg a
nce o representat'fes of merchants, manufacturers, agrxcultunsts mlne-owners,
en dlscussmg mth'them all such questlons as mvolve the’ mterests of the pubhc
‘the ra lw\‘ . And we_ thlnk the Canadlan Paclﬁc Rallway should he invited -

If the expenment proves a success, Jt mll no doubt be repcated ;

w uld' ltlmately result i m a permanent orgamzatxon i

LR - ﬁxsw.
,,‘

feel’ that we® ought»to draw attentlon to lanother 1mportant pomt.t‘ There
ow three trunk hnes in. exxstence runmng from Wmnxpeg through the compara- :
twely empty country north of Lake Supenor. ‘There is very little local trnﬁic, and not

much Lprospect for 1ts ear]y development. The through trafﬁc will: bo shared o l
what. proportron the future must declde, between the three routes,

that the Canadran Pnclﬁe Rallway w111 be able to retam on 1ts 0
the raff 'whlch it ztsel 8. ¢

But we. may assume

wn through route all
And the two new routes wxll only get tho

© nstxtutlon but ona srnaller scale as. beneﬁts thexr :
fyear or“oftener, and dxscuss a prepared N

They can .

e o»not thml{*that the .time is 'ripé for‘the formal orgamzatlon of n sxmllar :

i




A

. ‘portant outlet forA he_, grain’,
cf :the Prarne Provmces Evrdence thathw;rhave'had before.

followed the,rall e_ven as far a8 Moutreal The proportlon that ges through all th
by rail to the Atlantrc seaboard must be even smaller» ‘And there seems no reason\

gsometh'ngﬂ llhe 10 cents per 100 pounds between the charges for 'rarl carnage Vnd
water carrxage respectwelyi

V‘T;prames mlght only mean .an’ 1ncrease of 2000 000. bushels, that is 2000 carloads or:
ﬁfty tram loads, of rallway traiﬁc. Thxs conelusxon is® borne out by statlstrcs of th_
‘, Canadlan Paclﬁc Rallway, from w}nch we ﬁnd. that in. the year 1911' out of a. .tota
1 nue on 'the Lake Superror D1vrslon (the lme between Fort Wllham and Sudbury),
g amountmg m round ﬁgurcs to $12 OOO 000 less than $900000 were earned from the 2
y riage of gram and ﬂour, mcludmg grain and ﬂour for local consumptlon as well
ras for export Whlle $6, 100000 were earned from other frexght nd $5,000000 from
‘ assengers, maxl and express. ;,' L
;}»To show how much traiﬁc is requrred to ﬁll a ra way up to, 1ts capaclty and to ”
mable it to pay mterest on ‘its< cost ‘of constructxon, we have made the followmg
alculatron. : The Mlmster of F1nance stated in Parhament on May 15, 1916 that
. m the eleven months cndmg February 2, 1916 rvhlch mcluded the record harvest of
| KR 1915 Oanada cxported 180,000, 000 bushels. Thls 13 equal to 5400 000 tons of g'ram g
’jf We will” assumo that the wholo of thxs gram vvent from Wmnxpeg to’ Fort Wllham-
Port Arthur. : Therc ‘were threo roads to carry it.- ThlS nges 1 800, 000 tons avaxlable
for each road Assummg ‘the : trams to run thh an _average net load of
B T/l 200 tons—and m fact’thcy usually carry much more—cach road would need to o
o run 1, 500 trains, or- for . the eleven months ‘an’averdge . of only 43 trams f E
“per’ dlem., Evrdently, even under the: qmte cxceptxonal condxtrons of the harvest of
i 1915—and how oxceptxonal thls "was, ©is * su{‘ﬁclently shown by the fact that
Sin the corrcspondmg eleven ‘months’ of thc preccdmg year the export was’ only
290, 000 ,000 bushels or Just half—thc three raxlways would not be ‘worked to anythxn" v
ike thexr maxxmum capaclty. Let- ‘us, sce: what the net- earmngs would have been.
‘We take the average rate for the, carnage of | grain ‘as. 4-.. mxlls per ton’ per mxle, and ;
we will assumc an. operatmg ratio of only 66 per cent. Then thc net earnmgs would
‘ Ahave been 1 4 mills per. ton per mile. . And as 1,800 ,000 tons went over ‘each road, the
. net’ eammgs would havc bcen 1. 4 mllls x 1 800000 = $2 550 per. mile- of road
; These net earnmgs ‘would' ] pay. mterest at 5 per cent on’ 8 ‘cost of road amountmg to
850 400 per. mile. ., Now the average “cost of - mile of road in’ Canada is over $70000 N
“In other words, 1f we assume that the -roads between Wmmpeg and Port Arthur were -
e buxlt at an averago cost, even: the crccptxonal volume of gram tnﬁic of tho year 1915
] “would:not alone have suﬁiced to. pay interest at 5 per. ‘cent on the constructxon cost
though tho wholc gram traﬁic of the prmncs wns concentrated on them. TR




possesses over the ex1st1ng routes to. Port Arthur, and that from many dlstrxcts 1t
i)ossesses no advantage at all on51der1ng further the short and unccrtmn pcrxod of
.navrgatlon m the Bay, and that gram consrgned.to Port Nelson wxll conscquently
qlways be llable to be detamed there for nine months till| nav1gatron is’ agmn opened

consxdermg/ that hrgher ocean frexghts may be expected ‘to. absorb, if not more
ithan absorb‘any possrble savrng in ra11 rates, we cannot bcheve that this. route will -
evcr secure eny serious share in’ the export trade. -Still less can we thmk thnt it w111
handle an rmport‘busmess. ‘Unless consrderable mmeral Wealth should. be dlscovered
in “the terntory whrch this lme will® open up,™ 1t must, we fear, contmue to be ulmost
mdeﬁnxtely a’ burden upon” the people of: Cauada., ‘And everythmg that cun be done

should he done 16 make thrs burden as small as possxble. o
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'Steamshlp Connections.

Before concludmv dur ‘report’ we des1re'to make one. observatlon of a genera
ture The average ton-mxle rate m Oanada m the last ﬁnanclal year was 751 eents
the’ Umted States the ﬁrvure ‘was. 732 cents, whrch is practrcally the same. In the '
Umted States 1t 1s commg to be generally understood that thrs rate is, too low to grv’
le rarlway compames an” adequate return on therr exrstmg capltal and that conse-
quently new. capltal cannot .be attracted to rallway rnvestment m suﬂicrent amoun
to’ provrde for necessary new- expendrture And thls fact was to some extent recog-
,;mzed in. October, 1914, by the Interstate Commerce Commrssmn in therr approval of-
: ‘a flat increase of 5 per. cent (wrth certam exceptwns) ‘on. all tarrﬂs in the portron of
'eﬂUnrted States adJacent to Eastern Canada.ﬁ “And- if_ an average rate of 732 cents 3
s madequate in. the Umted States, where trafﬁc is far more dense, and Where chmatre AR

condxtxons are lees rxgorous, much more 1s an average rate of -"51 cents madequate . .
n'Canada. Tt i is ‘true’ that Wlth the. present rates the Canadran Pacrﬁc Rarlway pays f*

) dmdend of T per, cent from raxlway operatxon. But as we have ah-eady pomted out
_that company has some $200000000 mvcsted in the property on whrch no. interest -
‘has to be paxd \Vere thrs sum represented by ordmary stock,: the drvrdend from rail-
vay operatxon would be not 7 pcr cent but 4 per cent. And the Canadran Pacrﬁc has :
~the crcam of the Canadnan busmcss i - :

‘a Necessxty for Immedrate Actxon

It is to be antlcxpated that dlﬁicultxes, more or less great w111 need to‘be ovcr- H %'
“come- before a final: settlement -can be, rcached wrth the .Grand Trunk and Canadxan ,

""Northern Raxlway Compames. N We. rcahze that, if the matter Were dealt \vlth in the e 7
; rdmary manner, it mxght be a matter of months, rf not :years, before a ﬁnal settle-» f

"treatcd
oo We thmk mstructrons should be gn’en by the Government forthwnth wrthout kr;‘d EEE N
. Wartmg for further action on’this report, to the Canadlan Northern. and Grand Trunk il L

Paerﬁc compamcs to dlseontmue all expendrture on worhs in hand unless and untll b

av‘ . e ;'l'r .§ .
: . s folay S i
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as to constltute.the nevr system that\ We have recommended Should tho compamcs ‘show
w themselves ready and anxrous to come to a prompt agreement actual apphcatxon to

at’ the property of the Grand Trunk Company, 1f 1t were put mto a
recelver’s hands, ‘would leave little or nothmg[for the sharcholders. - The rcsult of
court proceedlngs ' ould probably be to" dwest the shareholders of all" mtercst and to
place ‘the Government An the posmon to: take, to tho fullest extent tho ndvnntages of v
 their. lcgal posmon as holders of defaultmg securltles ~But, though we hopo receiver- -

: shlps will not be neoessary, we tlnnk the Government must face the possnbzhty of bemg
compelled to take the course we have 1nd1cated ; :“ o “ )
o In the case of the Canadmn Northem Rzulway Compony no’ procoedmgs m M
r,court,are reqmslte., Under the provxsxons of’ sectlon 24 “of . the- Canadxan Northcm
: Raxlway Guarantee Act, 1914 (4 5 Geo. V chap. 20), the Govcrnor Geneml in Councll
“has’ power, when authonzed by Parlxament ‘to declare by Order, if defnult is made by
‘_'?the company in payment of mterest on the $45, 000 000 guarantcod sccuntxcs (the inter-.
B eet‘o" ‘ hlch is at present bemg found by the Govcrnment) that thc eqmty of rodemp- -




‘RAILWAY .INQUIRY- COMUTSSION

) : ) t g ‘0 "’appomﬁng the Trustees :a8
The Trustees, Wxth the Government behmd them, nd v

u]d only result in "greater traﬂic congestlon than“ever, and m losses not" :nly
to. the shareholders but to-the’ country» ‘at’ large

1., The mlleage of Canadlan raliways is very great m proportxon to the populatlo
e country. It has mcreased out of proportlon to the i mcrease of populatxton.
:‘,2 Canadas natural water\vays make rallways less absolutely necessary than i1

’prayl mvolved m dlrect constructlon of Govcrnment lmes, and cash ald land grantsl '
"and guarantees to pnvate companxes} s' $968 451 000 not countmg the value of Iands =

Northern to over’ threequarters. YR L LEEREAT
1"6 There havo been three . phascs of company development ' (1) unalded enter- ‘
,rxse, @) assxstance by subsldxes and‘land grnnts, 3) assxstance by guarantees. A S
’uarantee pohcy is dangcrous and its. w1sdom qucstmnable; - e
o1 The devclopment of Canada Justxﬁcd two ttanscontmcntal lmes. It dxd not‘:,‘
:Justlfy threc. JThe Grand Trunk and Canadxan Northcrn should have been amal- :
Vrgamated RTINS I N g s
S ho Grand Trunk I’acxﬁc system has cost ncarly $200 000 000 The mtcrestf
B "charges amount to ovcr $8 00, 000 per’ ‘annum.” The net mcome last ycar was $826 653. : ST
| The 11ab111ty of the Grand Trunk Company for mterest amounts ‘to over $5 000 000 ‘. AT &
t:"'-»pe'r annum at prcsent and mll nso to over $7 000000 in"10923. - ;' PR e SN e
U9 We cannot recommeud that the Grand’ Trunk Company be uncondltxonally Al T
‘ ~released from thelr llabxhty.y The responslblhty for the ‘National Transcontxnental R
: ;hne rests mamly thh the Governmcnt, but that for the Grand Trunk Pacxﬁc proper Sl

LT




‘Canadxan Northern Compames be allowed to go mto the hands of a recexvcr. };."v '

dlan Pacxﬁc ngm good servxce and ‘should" not be interfered thh. PRTEN
9 Speelal obJectlons to dxrect Government ownerslup and opcmtlon are

v L “i

(1) That Canadxan 'raxlways operate more than seven: thousand mlles of
hne sub;ect to. the forelgn Junsdxctlon of the Umted Statcs,

23 We do not recommend that the” Grand Trunk, Grand Trunk I’ncxﬁc nnd

']19 We do not c‘onsuler that operatmn by a muuster du-ectly responmble to .
AParhament would be inthe pubhc 1nterest It would not ‘secure better servico or

20 If the Government operated these three rallways, 1t would bc bound m fmrf, ‘,
“ness to’ ‘the’ Canadlan Paclﬁc shareholders to take over thexr rmlway also.’ The Cana- ,

b (2) That the Canadxan Govemment rcsources nre requxred for war purposes.

22.§We therefore reJect the 1dea of dxrect Govemment ownerslnp and opcrntlon. )




e have discussed’ and rejected the followmg suggestlons
Tr nsfer of all three rarlways to theHCanadlan Pacrﬁc. ,

(:overnment +Is" to be avorded and that’ownershrp and operatron)by as commercml
ompany is'not possxble, we. recommend that a new pubhc authonty, a Board 0
* Trustees " be mcorporated\ by Act ‘of - Parhament as the” ¢ Dommron Rarlway
i':‘Company”' ‘and - that ‘the - Canadran Northem, Grand Trunk and Grand Trunk
acific be transferred to thxs body. = o~ L oy

; 28, We recommend that the Government assume responsxbrhty to the Dommron
1]way Company for the mterest on the exxstmg secuntles of the transferred com

.29, We. recommend that the Intercolomal and Natronal Transcontrnental be also
& transferred to the Domxmon Rallwny Company, for reasons’ Whlch we grve hereafter.
1 0. We recommend .that .the whole' of the Domlnron Rallways be operated
=by. the Trustees as one umted system, on ‘a’ commercml basis, under therr own -
E pohtrcally undrsturbed management on; account of and for the beneﬁt of the
| -people of Canada. - - e : e
. 8L We recommend that there be ﬁve 'I'rustees three rarlway members, one mem- :
her selected on' the ground of busmess and ﬁnancxal ‘experience, and one'as specrally
possessmg the conﬁdence of rarlrvay emp103 ees, that the orrgmal Trustees be named
fin. the Act constrtutmg the Board “and that thelr tenure of ofﬁco he substantxa]ly tho
1 same as_ that of Judges of the Supreme Court. .
: ;/32 We recommend that the orxgmal Trustees retxre after 3 4 ‘5, 6 7 years, respec-
3,; lvely, accordmg toa prcscrlbcd schemc that they be ellgrble for reappomtment .and.”
that ‘all appomtments subsequcnt to tho ongmal statutory appomtments be by tho
Governor General in Councll on the nommatxon of the Trustees themselves. . }1 Lo

o

83, We Iay stress on’ the rmportance of the Board bemg non-pohtxcal, permanent

and self-perpetuatmg, and in thls eonnectron pomt to the expcrnence of the Aus- ;f
: trahan State. leways. : o ~ : RETE

e

.

dlrect Parhamentary control ‘We pomt to a gcneral tendcncy in- modern democraclcs
to wrthdraw certain subJeets’ from this control And wd show that under Parhamentary ‘

control tho general interest of the whole commumty tends to be suhordmated to the
partleular loeal and individual mtcrests. e :

, 7»35 We recommend that the authorlty of the Ranlway Oommlssmn be ertended to ’ ,,
mol de the Domxmon leway C’ompany’s systcm. S

L

ARP T

34 ‘We give’ reasons for concludmg that rmlways are not a proper subJect for o i‘;iu', REIET

Sk e




= 43.'.We nge reasons for conSIdermg that t}ns recommexidatlon s gcnerous to tho
Grand Trunk shareholders, and “whythe shareholdem in' their own mtcrcst wxll do

Mantlme Provmces to whom the In'wrcolomal at present can only gwc a local scrvxce ‘
W1§h ‘no adequate termmals beyond Montreal (2) in the mtcrcst of the taxpayer .
; d economlcal expendxturo of lns moncy, (3) in
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>We make recommendatlon as.to- (1) non-rallway property of the'transferred
un ertakmgs, (2) gettmg in: mmonty hOldlngS of 'shares and outstandmg tltles to
iand (3) arrangement With’ the holders of Oanad'v
Income Debenture

; e lega : and pomtout’that;the:Ca )
dlall Northern, Grand Trunk and Grand*Trunk Paexﬁe companies. will, eontmue to

‘that eonsequently the rxghts of their ‘security holders will Fei ai

50’ We deal, \vxth the finances of the Domxmon Rallway Co pany and pomt out
that the Intercolomal thh 1o bonded mdebtedness, has a consxderable net’ revenue, and’,_'f'
offers <ecur1ty on whlch new c*npxtal can bé- rfuced We reeommen?l the creatlon of -
;General and Refundmﬂ' Mortgage of unhmxted amount to be 1ssued as requxred i
51:. We recommend that the Act “of Parhament provxde that the operatxon of the.
Oompany shall be on a commereuﬂ basxs, and that the Trustees make no general reduc—4
ion in rates untxl the property earns. a reasonable net return.w

5 52.. We recommend that. there bc gwcn to the Trustees the Wldest powers m the/
management of thelr property. -, : ‘ e

’753 ‘We' have endeavoured to estunate the annual lmbllxty of ‘the Government to.
meet mterest unearned durmg the ﬁrst few ycars of: the new. scheme and v we put it at

abont $12 500000 per. annum. N We thmk tlus amount should dlmlmsh steadlly but
not slowly, and that thh proper economlc and pohtlcally undnsturbed managementt
“'the” attamment of a satlsfactory ﬁnancml result is, on]y a questlon of txme

5 We recommend tho cnlargement of the functlons of the Rallway Commxssxon'
that it have ]UrlSdlCthll over. all Domuuon Raxlways and report to Parhament on nll
";v,»proposed grants of charters, subsndws, and guarnntees. SRS S T s o
: 56. We deal thh the conﬂxct of Domlmon and Provmexal Junsdlctxons. We recom- .
E \mend that to‘prevent tlns in future, the Gov ernor in Councxl should in certain cases
dxsa]low Provmcml Act‘: ‘and. that no ratluay company should operate under both
, Domnnon and I’rovmcml chnrters. . e R : “
: 7. We recommend that there be a contmuous pubhc oudxt of the Dommmn

Rallway accounts, nnd tlmt full and comprchcnsxve reports bc made nnnuully to_‘
. Parhament.f i S

—‘y

5 ‘58 We recommend the estabhshment of Raxlwav Councnls to brmg together the s
‘rallway management and. reprc<entat1ves of publlc mterests. e e L B
(e We point out that the enstmg raxlways are in excess of pubhc requxrementsf
\?jand ‘show how much traﬁie is required to make a raxlway proﬁtable. L E

60 We show that the cost of haulmg grmn ‘to tho statlon is sometimes as great RTSAI
. as that of carrmge from the station to Liv erpool,” nnd recommend that the question of SIS

hlx'hway’ xmprorcment and motor haulago be tuken mto consxderatxon. sl
; ,;on_o e T '

i




And ﬁ.nally {ve lay's stress on'the necess1ty for 1mmed1ate actlon Test’ Canada
~ehou1d suﬁ‘er from raxlway. cono'estlon - even: worse' than that of the past wmter’




B Canada. i

*.Th General Problem’of Transportataon ms Canada'

‘ ﬁl;lstory of raxlway development in Canada, especmlly as aﬂ'ected by the pubhc polrcy, s
x > which has found expressxon in, governmental acts. s

: rallways The large productlve areas “of. the country could be served only m a )
- limited way by its splendid system of waterways. G TN ’« Ve

" the, Grand" Trunk had become an 1mportant rallway lme, servmg the people both

;‘E";torxes from the colisumers’ markets de\ clopment of tlxe country s resources depended
.~ upon: raxlway bmldmg, whllc cheap trancportahon was nccessary to enable’ tbe people
to’ compete thh other producers. ‘The people of Canada, thcreforc, gave such aid as’
A“Jwas necessary to’ procurc for tlxemselrcs rall\vay lmes that \\ould brmg tbe eountry’s
T",resources into use and l\eep tbcmselves in touch with the outer world. A

“RAILYAY INQUIRY QOMUISSION

SSIONAL® PAPER No 20g~

“H. SMITH.

This Commrssxonvwas asked to report ‘upon - ‘the general 'problem of. transportatron
anada Several Vsubdlvxsxons of the subJect quxte naturally suggested tbem ,
0 selves,“ and Were made a part “of the problem to thch the Comnnssron was’ requested
: to: \glve attentlon Practlcally all. of the subdlvrsxons have recelved consuleratmn,
_but the general problem is. essentlally a questron of what -to do Wlth ‘the rallroads of
“ To a constructlve solutlon of tlns 1mportant problem, the Comm1sswn ha

REPORT OF. MR A

For a. proper understandmg of “the. problem, s knowledge is necessary of tbe

. Canada early recogmzed that its’ growth . depended upon the constructron of

Even. before ‘the Eastern provmca became umted mto the Domrnron of Canada,

"Oanada and ‘the United States. . The ‘Intércolonial, as is well known, ‘was_ con- "

";"istructed out 'of  publie funds and largely for the purpose of brmgmg more-closely

'ftogether, commercmlly and polrtlcally, two more or less separated sectxons of ‘the 3

‘LiDommlon. I.ong in’ advance of its - ]ustlﬁcatxon .upon.a commercxal basrs, an. all-
,}‘Canadlan transcontmental lme was prOJected by the. Government ‘and completed RS
ié‘mth extensxve pubhc aid by-a pnvnte company as. .the. Canadxan Pacxﬁc G R T

“Because of tlxe great dxstanCCS wluch separ'xte parts of Oanada s producxng tern .

. \C'heap transportqtlon depcnds upon careful mvestment and eﬁicxent management

""In} the usual case, these are most lrkely to'be found wlncre prwnte 1mtlatrve and

L'proper mcentxvc to eﬁ’ort are cmploycd So’ far, Canada, for the most part lms pur- f. .

_;’lsued the pollcyof leavmg to_private cntcrprnse the management of its transportatlon : ?’f, R

: lmachmery \The Intorcolonml wlnch has been under govcrnmental control since its ’
1 begmnmg, is an ereeptxon. But this lme, I am mformcd usually pays notbmg to e
_the Governmcnt as n return upon money invested in the property. On thc contrary, PR R

it has frequently called upon ‘the Govcrnmcnt for and in mecting expcnses of opera-: -

+ tion. The mvcstmcnt in this lmc is large, some autbormcs placmg it as bxgb as
g $348000000 meludmg lo=s of mtcrcst vadently its . rates are. too low or its ‘ex-=
;‘;penscs are too lugh  but the ‘use ‘of this line, at the rates cnforced is rcgardcd in some -
fluarters as a nght of the peoplc in the Manhmc Provmces.‘ If tllc Canadxan people

\,,“




lt seems to‘ rne wrsely, that purpose was altered it was declded to lmve the road com-
plete(L by a pnvate company.. But the undertal\mg W‘IS large, the populatron sparse,
he,prospect of. proﬁt remote, 50 that the Government not only turnecl 0\'er to the >
con1 any: the uncompletedﬂ?oad upon whxch it had ewrpended a Iarge sum, but 1t nlso
extended to the comp‘my generous a1d m the shape of land gr‘mta, c'rsh subsrdres,
guarantees, and loans It is:true’ that value \ms grven to the 1and grants largel,y
through. the bmldmg of the d and the’ openm" of the tcrrxtorv to-settlement.:” The
-1mportant pomt here i 1s that the Canadmn Pacxﬁc owes " “its later nnd contmued suc- -
“cess not only to the sklll and enterpnse of 1ts buxlders and managers, but: ‘to’ the fact
R jthat through hberal dxrect hld it was able to’ begm busrness wrtlx a smnll charge
against its earmngs on aecount of borrowcd capxtal~~ Thus f'u ourahb .started thc
cornpany was able to devote its” energres and surplus mcome tovthe development of

A new. transportatxon problem arose thh the settlement of the Prmrle Provmces, ~
where ‘the land is devoted chxeﬂy to: rmsm grmn and live: stock.” Owing | to the’ ]ong
fﬁ‘hauls that mtenene between the producer and consummg mnrl\ets, frelght charges
"absorbed a consxderable part. of the proceeds The. Grent Lal\es ntforded the least ero

,‘penswe route to.the East.and. txdewater. - But_these lakes are open only part of the year, -
and navxgatron closes before the season s crops can be moved fr'gm the lake ports. With

rthe ﬁlhng up‘of the country ‘and’ consequent merease in’ produ=t1on, cmne a general
lemand for addrtxonal means “of trausportatxon Wlule land epcculntlon probably had
‘1o httle mﬁuence, the farmer felt the. eﬂ'ect of madequatc facnhtxcs, and, any. pro,mct
that proxmsed relicf - appears to hm'e found approval amoug utxzcns who - were. able, -
o ,through thexr legrslaturea, to\brmg puhhc md to the development of the<e entcrprxses.
Rarlroads, therefore, wero not ‘ofily nctx\cly in "demand, hut rmlroad bullders were
popular and hnd little or no drfhculty in obt'unmg pubhe «upport for propo<ed new ‘
]mes.~ LR u"'l“ o

PRt . N . . .

- The Cnnadnan I’ncxﬁc stood as an exnmplo of success to bo repeatcd l)y newer
T rarlways Unfortunately, too httle attentlon nppcars to have been - gu'enoto the
i under]ymg fncts \v]uch actually mado that road what ‘it w.ms.w Experxcnced




Van Horne was charrman, Was appomted “to consxder questrons affeetmg~ ranSporta

Oanadlan product"'\to the markets _of the. World through and by. Canadran;'
rts, mth ‘. vlew-of placmg the Canadran producer m a. posrtron to. compete, and_
, compet - successfully, through all C'madlan ports wrth the producers and exporters“
: ther co ntries.”.. l‘hc report of tlns commxssxon is mterestmg STt clearly reﬂects?
‘the eﬁect of ,tlle(outlook Wlnch great opportunmes and a land boorn had upon 'he :

mxnds "of : he people. All l\mda of transportatxon pro_]ects were recommended “For-.
ance, ,the Grand Trunk Paclﬁc was to be: extended to Moncton' theJntercoloma -
- was' to be’ extended to Georgran bay, etc New canals were to ‘be" buxlt and old ones.
wrdened and dcepened Tlns commxssron also recommended a bounty for C’anadxan
; b 1lt shlps toll-cxempt canals addmonal waterways to be opened at’ pubhe expense,

= was"‘clearly the mtent that transportatlon shonld be stxmulated by subsrdles fromAthe
publre treasury‘ T

t would now seem thot tlrere could not have becn in sxght cénough * traffic to.
. Justrfy the extensn'e development here recommended Howe\ er, many of the thmgs:‘
proposed m tlns report have becn donc, .and other ambmous schemes riot here me
tloned have smcc been bronght. out. The pomt m mind. is that thhout makmg a

““to have been to- promote thc puhhc welfarc by mdans’ of burldmg or ardmg m the -
Ab' 'ldxng of trnnaportatxon lmes througlrout the Doxnmlon. - e St
It is unfortunatc that Cnnado did not havc a polxcy of re«ulatlon in thls penod;*

:i,mv'estment ulnle complctcly swtrsfymg c\ cry reasonablc and prOpcr need for servxce.i, o
F’Instead of co-ordmatlon nnd con:ervutron under govcrmnent supervxsron, rarlways(, o
i ‘were penmtted to dupllcate 1)lxmt. in fi elds not }et productne enouglr to- support thc, "

;/for Iegﬂatmn of rml\vny bmldmg more nccessary even thnn \vhcre prrvote caprtal is .

f?,,the absence of such regulntron muct be chargcd responsrbrht) for no smoll part of the“f"«l,
r,'rarlway problem of to-day. g L“ (RS S , XN o

specrﬁc declaratron of the fact ‘as fur as I Lnow, Canadns pollcy for years appears‘,,"u '

wlnch could ha\c pre\'cnted necdless dupllcatron of Tines nnd fncrlltles Competxng«"
hnes havc beul buxlt where effectn'e rcgnlutron could ‘have q:ucd n large part of the ~ ~

:;,one, thc Govermnent on’ the: othcr lmnd “as, in- one uay or '\nother, mdmg botlrﬁf, s
' pIn'OJects, if it had not mdeed ltself prornoted crther or both proJocts Very naturally, - ’ S
it h'\s not nnd could not lmve obtamed the beneht \vlnch should lmve followed a*_' 3

f ;COTI‘GCt Dro"rumme of go‘ ernmcnt md 'lhe pohcy of govermncnt md makes the’ necdk R

“;depcnded upon, for in the lnttcr case thc propos'll must’ at least have a’ promise Of l
o commercrol sncce«z before capltol can be mduccd to come:in and -give it support To- °
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. We may well inquire here a5 to the effect of this policy upon the three principal
" systems. T’xe Grand Trunk Railway Company, feeling no doubt’ that its own traflic
field had been invaded by the government-aided Canadian Pacific, desired in turn to
enter the promising western territory. Accordingly, it proposed to build a line from
North Bay to the Pacific coast. Public aid was required and granted in a way to
ensure the building of the road. If any serious thought was.given to co-ordinating
existing or proposed roads, and to utilizing them for the public good, it did not find
_public expression in any constructive way. The Grand Trunk Railway Company
evidenily felt confident in the success of its plans, for it pledged its own credit in
aid of the extension, and entered into contracts which it now finds quite beyond its

- ability to carry out. . ’

© Canadian Northern interests, directed by Mackenzie, Mann & Co., who sinee
an early date had been operating Iocal lines in Manitoba,, seized the opportunity
sfforded them for expansion and rapidly extended their rails throughout the Prairie
region. The records show that the Canadian Northern had a large mileage on the
-Pprairies before the projection of the Grand Trunk Pacific; so that when the extension
plans of the Grand Trunk became a part of the national policy, as they did become, the
Canadian Northern was added to the number of those who wanted to own a transcon-
.. tinental system and one as fully complete and self-contained as was that of the Can-
adian Pacific. Hence, we find two new companies, both built largely upon public credit,
striving for first place in a field which, as for transcontinental transportation, or even
ag for conhecting Eastern. and Western Canada, was already occupied. Besides having
the Great Lakes waterway, there could have been barely enough business to. support
- one additional line, and that only by the exercise of economy in operation and prudence

‘in investment. ~ . :
The Canadiar Pacific, enjoying splendid credit, with adequate powers and re-
sources, and keenly alive to the possibilities of losing business to competitors chal-
~ lenging its supremacy everywhere, then entered the contest by understaking to build
. _mnew lines in an effort to. protect its sources of revenues. 4 -
" The stimulation felt throughout the country by the influx of settlers and by the
importation of so much new capital not only created a boom, but it quite naturally
~ affected prices for labour and materials, sending these soaring; the increased
prices in turn contributed largely to the higher costs which are now reflected in the
" construction accounts of the new roads. »

- * This brings us fairly to a recognition of the fact that while the policy of public-
aid to railways had originally been founded on the urgent need for transportation to
" open up & new county, to develop its resources, and to unify Canada commercially
. -and politically, it was carried far beyond the limits warranted by the original exi-
gency. It apbears to me that the responsibility is as much the Government’s as the
private compafiies’. Without enabling legislation and the extension of Government
credit from which sll received their essential support, thé companies could not have
expanded and overbuilt. -

" This policy, in so far as it aimed at the development of Canada, appeals to me as
* -sound, and fully justified in its inception, but it needed to be supplemented by soms
form of supervision that would have insured to the people the benefits of that policy
without the losses that have followed the effort_to assist_development indiscrimin-




The sxtuatwn must be faced as it, emst./ It is not possxbl tto; :
one; the money whlch has been spent annot be recalled The 1mmed1ate and obvmus

eommercxal strength As a result of the ald and pnvxleges extended by Government, :
together w1th the prudence and progressweness of xts management, whxch has extend- :
d xts ﬁeld of acthty over nearly all Canada and through 1ts steamshlp 11nes and

T,mg' the mountams, and elsewhere it has gradlents that compared w1th more recently
bullt lmes, do not’ make for as good traxnload and operatmg eﬂielently. It 13 assu-

,'f Accorded reasonable treatment, that company wxll contmue, I am sure, to gwe

good servxce, and 1 beheve the best mterests of Canada will bo served by contxnumg
the presex}t status’ of tho Canadlan I’aclﬁc. Tho mtroductxon of Government raxlway
j‘»; : competmon, Wthh mxght have no. regard for mvcstment or cost of operatxon, would
Y be unfair’ and in the cnd would react dlsastrously upon the Canadmn people. The \
regulatmg power aﬁ'ords to the' people of Canada adequate protectlon m the matter
Cof rates and servxces, and such power should 11Lew1se protcct t.he company.k "

}f :'i*uu}cm;\'n' TRUNK 35\'Sruxl.: e

RATIT

ho fortunes of the Grand Trunk Rallway Company are bound up mth the; V
}?Grand Trunk I’aclﬁc, It stands as guarantor for large sums of money mvested in.
* the rmlwny, and has ad\ auced millions from its own resources m an cffort to develop e
. the western’ lme and its subsndxary properhes. The Grand. Trunk Pacific Development; .

l‘l'fComp'my has abﬁorbed mfmy millions of Grand Trunk camtal mthout deﬁmte pros-:’s‘, I

i vpect ‘of retum, and to the Grand Trunk Pacnﬁc Branch Lmes Company large con- E
"f:strucnon advances have been made.-- Not only is the Grand' Trunk commxttcd for S

* many mllhons, but the Government has dnrcctly invested largo sums of money in tlus ST

,f'},Pl'Operty and’ gufu'antees other largc sums, tho total of wluch etceeds $1"7000000 B




ne - V1 ce unt g f expenszve
tr stles and mstahlhty of enbankments VVIt has good grades, but madequate \termmals

uestlon as to whether the Grand Trunk Pacxﬁe lme xs not the best adapted by locn
Atlon and physxcal condltlon to handle the trunk-hne traﬁfi ?'

¢ .Grand Trunk Paclﬁc raxlroads together can'fnve eﬁiclent <erv_xc ,as a connectmg lm
'hetween the rmlways of Eastern and ‘Western Canada Thxs road also oﬁords a

e route of’ any for haulmg bu]k commodltxes at low costs . . S
: 4Ot‘ﬁcers of the Grand Trunk Rallway Company claun tlnt the Govemment
is morally bound to reheve the company of the Grnnd Trunk I’aclﬁc, hecausc the
'.Government s’ responslble fot the fa:lurc of the pro;ect ha\'mg pemntted a: rwal
L company to. enter the ﬁeld The rwal lme, however, has been constructed at a lower o
L * cost per. mlle, and manages to get enough truﬁic to pay its operntmg expenses nnd a '5
large part of its fixed charges, whxch cannot be smd of the Grand Trunk’s system west i
»of North Bay. “I feel that I am- ‘not ca)]ed upon ‘to" dlecucs the merlts “of the- Grand
Trunk’s claxm agamst the Government. I hm'e no doubt the Govc'- ‘ment has obacrved
at’ ]east the letter of its contract. : o s Tl .
= Standmg alone, thh eﬁicxent operatmg condmons 1mpo<ed there is' no reason,
: thhm my - know]edge, \vhv the (‘rand Trunk Rallway proper ﬁhould not hecome a
1 proﬁtable operatlon.; It occuples a good: terrxtory, reachmg some. of the best ; tmf’dc
centers in the Umted States and Canada, and has Amencan connectxons thnt ought to*
contnbute to xts welfare. The company needs tenmnal xmprove'nents in. cntles and
modern equxpment ecpecxally Iocomotxves “The’ need for 4cqmpment 1s presnng, and

2 The lmes of the Canadmn \’orthem, partxcularly in the Prmne Provmces, appcar {1
" to. be udvuntageously locatcd in view of traffic condmona.‘ In«pectxon of the propcrty
) bnngs out_the fact. thnt ‘this road \vas bmlt with. proper. rc"ard for economy, nnd the
creatwn of a permanent pubhc scrvxce utlhty. . ‘
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he hne from Yellowhead pass to Vanconrer, in part at Ieast may be unneeessary
“but it‘is- there by the Jomt actlon of Gov rnment and the company“','l‘he character and
:.paclty of thls lme through tho Fraser R1ver canyon, where 1t is; alongmde the Ca
ian Pocxﬁc for.about 200 mlles, would suggest that no: more money 'should be spent
for double-trackxng or revxsmg gredes on. elther of- ‘the" rallroads for years to come

From Yo llowhead paes to’ Edmonton, the prommlty of the. Grand Trunk' Pacific places
two llnes where- one aﬁ'ords abundant capacxty.

TR S Sy

'The mvasmn of \the, East b the Canadlan Northern now, appears to have eer .
‘unwrse, but condemnatron thereof must be tempered thh a Lnowledge of the condmons
liich forced thls extensxon . ,There Was a publxc demand for rallroads. . AII Canada.
‘was' enthusmstxc over the prospects of ‘a rapld growth in: wealth and -populatlon
ﬂleroads were on a competxtlve basxs, and the publlc stood ready to back any new‘~
rallroad enterpmse, smce that meant a rwnl carner, and 1nc1denta.lly, a new busmess :
Jin. eonstructxon..' There was no regulatxon whxeh enforced co-operatwn among rival -
The Canadmn Northern, seekmg to erpand and\beeome a proﬁt earner, kante :
naturally desrred to- get all’ the traﬁic it could and to hold all xt got for as long'
h.ml as possxble. As a result, it undertook to do what appeared to be necessary under :
the condmons then ex1stmg——that 1s, to extend 1ts llne to both oceans. :

under w‘xy, or planned that appeared \vasteful becanse unnecessary, but thxs 1s due,"“

1 understand to tho unregulatcd competltn'o system,'
-uuthontres. ,; e

;The buxldmg of e\xpensn'e tcrmnmls m cmes alrcady supphed thh ndequatc

! .
j fﬂCllltles aﬂ'ords an exnmple of duplxcatxon for whlch ‘the’ publxc must eventually

. The procnrxous ﬁnnnclnl sxtuatlon of(the Canndum Vorthern i8” due, in part
to 1ts uncomplcted condmon, nnd to the fact that needed’ cnpxtal cannot be obtamed on

- by powerful gov PR
' Charges As xmportant parts of tlxo systcm have: but rccenti\} cmerged {rom tho'

~earn .a’ very largo proportxon of such clmrgcs, and probably could earn nll of them“'“'

through a dere]opment pcnod

Pay. : Howover, in the: nbsencc of rcstrzant and regulatxpn by ckmsxsten.t publxc";
authonty, 1t 1s dxﬂicult to dctcrmmo how tbo comp'my could hnve avoxded tlns. uﬁ” ‘

its own’ resources, especmlly during the pcrxod whcn ‘capital i is so grcatly in demand -

ernmentsu This systcni is not at prcsent ‘able to earn all of 1ts fixed .
constructlon penod it would bo truly remarkablo if it were able to do so. It docs,‘f?

but for the burden of eastorn extensxons and dupllcatxons that have been placed uponf = =i
it Practxcally all commcrcxal enterprxscs, and partxcnlarly raxlroads, : must go o




o are asked to mahe suggestlons&m regard to ‘‘the re rgamzatron f. ny of th

he mos ; eﬂectlve syste
Rallway or othermse’ a

.The ﬁrst practxeal questlon is,.
three transcontmental systems, the second i W
State and the thxrd is’ whether the status of the Intereolomal can be changed

i so, ean the road be advantageously grouped w1th elther of the three systems

policy

"need for ordlnary commercxal uses—— fact whxch is emphaslzed by the present abnormal

txw than those Whlch are- now faced

‘‘‘‘‘‘

scope of 1ts busmess ertendmg to other lands by steamshlps and commercxal connec-

trons, and the control of many thousand mlles of rallroads i Sthe United States, would e
xts acquxsxtron, o

aﬁord suﬂicxent reasons, 1f none other exrsted for dxsmlssmg the xdea of
,bykthe State. v - : L TR

«

o ,’Canadmn Paclﬁc. "é;g{,".’t" R o e e T
i - The Grand Trunk leway Company has stnted that xt is . beyond 1ts power to
: ,‘;“; assume and earry the obhgatrons whxch wouId be unposed upon’ it if it should’ tryf:",
. to become such a transcontmental system as the plans of 1903 contemplated “The
“»::cornpany ‘has not attempted to brmg about tho orgamzatxon of a’ systcm approxx-"}f
- .matmg that of the Canadmn Pacific or even the Canadxan Northcrn, nor can it do s0.
s In view of the parent 9ompany’s mablhty to carry out its orlgmal plans, and to"
Q,‘ dxsch'rrge 1ts obligation,-the question is, what dxsposmon 1s to be made of the vanous :
o roads whxch were mtended to be, but did’ not become parts of one opcratmg system .

d,,rallway systems Jor‘* he acquxsrtxonf hereof by the State H and m the latter case, :

therefor, the’ need,of reorgamzatron of any-of these
fwhether they. shou]d be aequxred by the" .
»and

;;The hxstory and stqndmg of the Canadnan Pacxﬁc Raxlway, and 1ts pubhc servxce 'ﬁ
‘as a carrxer to-day, is suﬁiclent assurance that it does not need * reorgnmzatxon. The i

In such suggestrons as I shall make, I am mﬂuenced by consxderatxon of~ the puhhc
k eindeneed by past governmental acts I further assume that the exxstence of 3
1 these roads through the dlrect ald and sanctxon of Government is conclusxve ev1dence
‘of the fact that the people really desue thexn. That they were built i m advance of theu-? :

economxc sxtuatxon—does not appear to me a suﬁiclent reason for condemmng the o
?polrcy of natxonal development or the wxsdom and mtegnty of. those who have burlt o
the roads under that po’llcy. Nelther do’ I: thmk that there exxsts nny condmon to .
- warrant takmg up a new and untrxed pubhc polxcy, whxch may Iead to greater dlﬂicul-: :

B "So much of the Intercolomal as; s servmeable to the Canadmn Pnclﬁc appears to ;

be now’ used by ity exther a8 a Iocal connectlon or through trachage rxghts., Moreover, o

Srih the two have exxsted separately for many years as. competltors and no new reason :
appears why the relatlons of the Intercolomal and Oanadmn ?acxﬁc should be changed' : :

: V'f‘obtamed for the terntory served by the Intercolomal xf lt were m the hands of the' 2




way. K moderate but substantral
‘rtlon of $3,600000 the average drv1dend payment for the last ten years.

them?zihhhnce'f toiivor'k»‘omitheir;\hwn_ enlrhtidn:\',,To that end ,I would re;:ommend
that a settlement be eﬁ'ected between the Government and the Grand Trunh Rarlway
Company.. The rallway cannot rry out 1ts part of the contracts, and 1t should be
reheved of further embarrassment. : Qn the other hand the s'tockholders of the Grand
Trunk Rarlway should be reqmred to curtam or forego therr d1v1dends for the present
and the entn'e earmngs he apphed to the rehabrhtatron«of)‘the road through a term
of years., The Government thus glVeS up a pre:ent clann whxch the debtor cannot
pay. anyway in turn,,rt mll en;oy 1mproved and: extended servxce whxch may be
worth. far more to:the welfare of the people I should also glve the Government some .
clann upon the future earmngs “of the Grand Trunls, so that 1t may share m any
future prosperxty whxch tlus actxon mahes possrble. . e

requn'ed to put 1tself m shape to dlscharge eﬁiclcntly 1ts functlons as a carner. o g
Whether it shall retam all of the subsrdtanes which:it- has accumulated through the [EEPURIN

past ﬁfty years depends m lnrge measure on what they can contrxbute to the maln

1 . of the embarrassmeut ~that it has meurred through the fmlure of the transcontlnental

scheme The acqmsmon hy the State of the Grnnd Trunh Rallway proper presents

- much o£ the’ embarrnqsment that would obtam m the cffort to acquu‘e the Canadmn o

L Pacrﬁc, for here nlso, in addmon to, the questlon of eqmty mvolved there is the prohlem ;
= of | some two thousands mrles of rallroad owned in the United Statcs, and the fact that

i the Grand Tmnk’s pmncxpal seaport xs in the Unxted Statw. A e

_The mvestlgf\tlon of the_ Canadum Northern by the Comxmssxon has dlsclosed

: evxdencc of skill in constructron and etﬁclency in management eonsxdermg the means
~and equlpment avmlahle The company even now earns a large part-of xts ﬁxed charges
s ‘\ 3“}10118}1 lmportant mrts of the system have been in operatxon “for but a year. I think

there is ample Justxﬁcatlon for conﬁdcnce that the affairs of the eompany will i rmprove

o may be \vell hcre to consnder the relatlon of the Intercolomal to the other roads
and ‘the possxblhty of opemtmg it in conjunctron mth any.of them. .We. h'\ve shown
relatron to the Canadmn' Pnclﬁc. ~The, mam lme of the Intercolomal xs nhout

K

i thh the return of normal condmons. 1 sce no. reason for a change of management or Tl
8 reorgamzatxon, cxceptmg as heremaftcr suggcsted S : SR
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ssured by merger. ,
Intercoloma s.a- rlght to- Whlch they ere’wntltled ;.\Ioreover, the'Governmen (hast;v”_"f
;bullt the Transeontlnental a"p_ t [ ) l'm}comi)hance with pla s'of the Grand
: Trunk, whlle ‘the rest of it is o ‘placed that 1t ought to continu ' ‘to be operated in con-. ",
mction'with the Intercolonial. The pre"sent‘status of th*eﬁ Intercoloniel‘and the eastern:.”
partfof the ‘Tra contmental shbuld\ be contmued as a: govern ent operatl Ti The‘;{\
eSults of - such, peratron should however, be reported to the’ people of C‘mada int
exactly; the same form as™is: requlred “from’ other rallroads._ And these roads should
“be’ sub]ect to the same reasonable regulatlon as ’exermsed over all other raxlroads. Sh
Mentlon mlght be made here of the rallroad that the Government is bmldmg from
he: Saskatchewan river to IIudson bay. The obJect in the constructxon of this: road.:_;
: has been stated to be, tha '”"'of obtammg a shorter haul’ from ‘the western provmces to kN
'Furope. The bulk of the traﬁic to fo]low thxs route must necessarllyabe dxverted from
‘e roads e‘:tendmg from Wmmpef' to.the. East ‘80 that the prOJect seems to be an :
nstance of competltwe constrtxction wlnch cannot be: Justrﬁed m‘ this case, even on the’l?};i.

‘whxch at the.ff

o
f these may well awalt developments as to thelr nccessxty and utxhty when they ‘a sume, {
_operatxon. There 1s httle that can’ be said just now as to thelr probable ‘relation to the °

f‘ \vestem country to the East ‘and to the At]antxc ocean “for a part of the year. Numerous J
- steamshxp ]mes bet“een Port Arthur and Georgxan bay. 01' the lower lakes ' nnd St.;‘
k Lawrence rn'er ports aﬂ'ord adequate transportatlon under norm: al condntlons, though e
SOmewhat aﬂ'ected by customs requlrements -and ‘other factors.. In view: of the heavy
,.movement of grmn in_the Tast’ three months of navxgatron, regulatlons govermng
'shxppmg should be as favourable as practxcable, for the hauling of grain over the long
dlstances to the eastem seaboard by an all-rail. route mvolves a problem ln cur supply -
- and cost whlch renders such a haul unpmﬁtablc for rml hnes. S ,’ {,s : RIS

) The success of the Canadxan Pacrﬁc steumshxp lmes has led to the suggcstxon by
* some that ‘the other raxlroads ought a]so to. establlsh steamshlp lines. . I.do not beheve'-»
'that this success was pnman]y due to the railroad owxxershlp of the ships. Temporanly N
the war seems to have put a stop to plans for- rmlrond-owned stcamslups. If at the .
close of the war, it is to be trxed again, it would scem advizable ﬁrat to asccrtam vo,hetber,.y
otber shlps cannot be mduced to schcdule smlmgs beforc rmlroads mcur the respon-
, sxblhty of makmg addmonal mvestment in"ships.’ There are slnps runnmg m regular i
postal routes with subventnons Perhaps the Govemment nnght well reqmre, in. con--
, 'nectxon Wxth its subventlons, that shnps gnc equal service to the rmlroads mthout ;

" wdxscnmmatxon nmong thcm, thus remow mg nnother cau:e for thc employmcnt of;

E \vrfduphcate facxhtxes. 2Ol V:»ru;

e




RAILWAY INQUIRY COUMISSION

» ‘ They 1n31st that t‘ms board lS to be permanent”:”'
I do not. Lnow by what means onc Parlxament can bmd 1ts

H

‘nd self-perpetuatmg :

e

Qopemtwn, in: fact condcmn 1t as madvxsable, but propose a plon wluch contams 80 °

~many e]ements of dangcr in the dlrectxon whlch is’ souf'ht to: bc avoxded that I am‘

mtereat on t}us is about forty mxll\om nddmg very largely to government ekpenses.
Judgmv from the c\penencc Canada hqs had thh 1ts govermncnt r‘ulways, 1t is fau'
to. assume that thxs would Temain' a pcrmanent burden Opemted by pnvate com- 5
‘xpamca, tlus mterest would ultnuntely be borne by the compames thhout reconrse to
w3 ‘the government funds, and at the same cost of rvxce to” r‘ulway patrons as‘would
L 'btaln undcr gmernmcnt operamn. B L
i ",Theu' plan ulso leaves ‘out <omc of. .the rfulw¢ ys. '.llns is. unfmr to’ ‘the mvestors‘,}l
s \vhose property 1s to be sub;ected to govemmcnt competmou It '1150 dlscrumnates =
o in the method by whlch the respectlve propcrtms are: to be acquired.: T capnot approve
"‘j_,“the proposcd contmhzatlon of control” Theré are problems ]ocal to separate reglons
:‘whxch often require prompt ‘action and co-operqtlon bctwcen ‘the railroads and the
People servcd There i is a nccd cverywherc for ﬂnt prompt and eiﬁclent scrvxce whxch
: ‘can’ come . only from a lmowled"c of locnl condmons and rcsponsxbxhty for- meetmg ;
:;' ;"them. T cannot bclleve that . ccntmhz'ttlon, rcmoto respox151b111ty and oontrol w1ll s
“,,ensure good servicoto the people of, Canad'x. R ,'g‘ e B T e T T

The rccommcndatxon creqtes a Domlmon Raxlways Compmv owned by the
Donumon Governmcnt to take over thoco roads Thcre nre about ( QOO mlles in theﬂ‘
Umted States “controlled by Oanndmn compamcs. The Camdlan mll\vays depend‘

“for mo- mconmdcrable portxon “of their revenuc on Umted Statcs traffic. - A funda-'_f", ‘jjf'

mental defcct of- thc ‘plan, thcrcfore, xs :in placmg the Govcmment m the rallroad t S
busmeas, not onlyin- Cmmda, but also in opcratmg rmlro'uls in_ the Umtcd States e
subJect to both fcderql and stnte regulntlon e LT T L L
Through pnvatc railway mmmgemcnt, Cumda lns obtmned about one nule of
raxlroad for. each $30000 of Govcmment aid of gunrantces, wlnch is but a fractxon of =

“the cost of Govemmcnt rmlro'ld undcrt'xl\mgﬂ In some mstancc a largo proportlon

.




Was: produced by the b :
d t : ompared Wlth the total outlay mvolved in: o
/dn\‘e ; allroads by “the’ Government for xtself ‘as, fo n - t
tercolomal or the Transeontmental from three to 1x't mes that amount have been ,
This shows dlstmctly the value of enhstmg’and retammg

«‘"?

1'

The Canadlan Pacrﬁc is amply ahle to tahe care of 1tse1f It can and does provrde' %
mpetxtxon with: the other raxlroads In order to be most servrceable to. Canada, it
hould be eontmued sub]eet only to such eqmtable regulatlon as is accorded to all lines. -
" The: Grand TrunL succeeded in the East and falled in the West The Canadxan :
N orthern succeeded in the West' and 1 “was Jeopardlzed by its eastem expansxon.‘ 1, :
o There is extensrve duphcatron of: lmes in the West the unsuccessful Grand Trunk
: Paclﬁc lmes are found among ‘the successful Canadlan Northern lmes. B Pubhe pohcy
"demands the umﬁcatron of these lme for great economles could be thereby accom-
‘ phshed , 4 * g B
S There is extensrve duphcatlon in the East the new. Canadran Northern lines
,‘among the’ older hnes ‘of the Grand ‘Trunk proper. Great economies’ in proposed
~’investment and operatmg expenses awart the Jomt workmg of these propertxes. R J‘ -
“’»’There is’ Wasteful duphcatxon in. the connectmg region between North Bay- and
: Wmmpeg, where the Canadlan Northern hne parallels the government lme. Eeonomy
awarts the Jomt workmg of these llnes. U : S e e e T L ;
s Con51deratxon of all phases of the problem leads me to recommend the followmg |
: ,’ remedles for the emstmg ‘situation:— I ' .y mo
ot Let the Canadmn I’acxﬁc alone, let the Grand Trunk operate the eastern
' lmes now held: by that companv nnd the Canadxan Northern Jet the Canadxan
'\T rthern operate the western lmes, now held by th'lt company and tho Grand
::Trunk Pacxﬁc system, let” the Government operate the’ connectlons or procure
; - their operatlon by : prlvate compames, all ‘of wh:ch should he done undér
arrangement that are equltable and -yet | look to.the not dlstant day’ when the :
’ eountry will have survrved the war and resumed its prosperous growth, L
There may be several ways by r\lnch thls can, be brought about,’ but the” one that
5 has appealed to me is that whxch scems to. be the lcast dlsturbmg of values and credlt
B and mvolves no’ untrxed schcmes or protracted dxsputes. ; Thcrefore, I beg to make the
followmg suggestlons R A : : « . :
1. Amend the regulatmg pohcy s0 that the Ranlway Comxmssron rnay
. ._vhave Junsdlctron over. all. rmlroads in the. matter of maxxmuxn and minimum
LY rath, the issuance of sccurxtxes, the bulldmg of new rmlways, or the extension
A f of lmw, and othcr mattcrs properly thhm the seOpe of govemmental
supervxslon. S e R Sl e 2
w5 2. Creaté a- board of trustces, consxstmg of two government oﬁicmls nnd
.  three pnvate cmzens to act for the Government m the matters hcremafter
. ';,-;f prox)osed Sy :

B

’

,/'

)




B 4 Reqmre the Canadxan Northern Rallway Oompany to conﬁne its’ opera
tron to the field. west “of Wmmpeg.j Relieve . xt -of the lme east of Wmmpeg'
by leasrng for t\venty-one years to the governmental Board of Trustees, at ‘a
vrental of the net annual fixed charges “Require it to: take a lease of, and to
operate for the’ same penod the ‘Grand. Trunk Pacxﬁe I{arlway, and its: branch.
’hnes, paymg as- rental the ‘net, annual ﬁxed charges upon those propertles,
. except that untxl seven years after ‘the end"ot the War they shall have, the:
‘xmmumty that was- promnsed the Grand Trunh Paclﬁc for a penod of seven
‘years after constructlon, and “that- they shall not be requxred to assume any
of the extraneous mvestments of the Grand Trunk System in the West 5

i 5 Lease the hnes between North Bay and Wmmpeg (except the Canadlan
- Pacrﬁc’s) for a term of twenty—one years to e1ther the Canadran Northern or

,and to mamtam and operate, the hnes on: the boet terms that can be’ made, 5
, terms that would nge the best servxce needed ﬁt Iowest cost to the Government

[conneetmg lme of about thrrty mrles near Long lake, Ontano, to protect the
better workmg of the two lmes. R , ; ,
: . 6. The Government and compames should huve the optlon of termmatlng,
after ten ycars, any of the leascs upon equxtahle terms. ; g_‘: g'“.f_»;v“ g g

‘#;The foregomg recommendntlons are made mth a vxew ‘to. ohtammg for Canada a.
fmaxnnum of- eﬁicxency at‘a minimum outlny. The continuance of government md,
< te some’ of the railroads at- least -will be- necessary under any plan. The plan herem )
proposed seeks to reduce this to ‘the lowest possrhle pomt and to centralxze it upon
those ‘parts of the exnstrng lines “which aro not self-supportmg, and Whrch +in- the
,f nature of tlungs, cannot be: self—supportmg for years. : These connectmg lmks
e bndges ‘s they have been called, exxst, it scems "to me, as a result of that pubhc
pohcy whrch has beeni dlscussed at somo length The Government . may ‘well afford to -

,,;,pany), requmng ‘the lessee to furnlsh the nec&sary capltal for new eqmpment, )

take them over and mnmtnm them as neeessary parts of the pubhc mvestment in the s T
countrys development. They ‘are ‘not of suﬁicxent 1mportnnce to hnng about those
dangers mherent in government operatxon of this, kind on a large scale,’ and- holdmg .
" them. will not endanger private enterprxsc. It may bo necessary in: workmg out this _ o
plan to grant some additional and temporary aid to the Canadian: Northern, and it
‘ wrll be necessnry to eﬂ'ect some compromxse thh the Gmnd Trunk leway Company




what appears tobea falr solutron of 'the transportatr!n problem i
s ere are. many techmcal and Iegal

th ‘the” duty' f acti (
and shall protect the 1nterest oj the Govemment\ln every Way whlIe leasrng,,operatmg,
: 1 : o the best advantage‘

hold ny 4ns1derable part
] plan the formatlon of a prrvate company ‘to hke over other operatlons of those
propertles erther as ‘a whoIe or i 'group Even where a road does not carn its ﬁxed
’ couId proﬁt in the long Tun’ b) mahmg the, terms of an’,

attractlve to Apnvate eaprtal and at the same tlme rehcxc thc Government of the cxpen=c
and mbarrassment of government operatlon. Such contracts rmght. be based upon 'a -
proﬁt-sharmg plan o ‘a’ faxr basrs, whxeh would le'we the company a hope‘of rewnrd

theyfmust help to cre‘lt
. ehould hke .t' add “one_ other thought
ate need of , eiiuipment
the'transportahon prohlem is" now - acute m so far as cquxpmcnt xs concerned. I

The raxlwa)s of Cannda are’ m despcr-

edlal measures are often more eﬂicacxous than revolutronary ones, and" more cqmt-

commensurate Wlth 1ts ‘eﬂ'orts and rnv the pubhc also a %hnre in’ thc prosperlty whlch

ould therefore, ‘recommend that the Government undertake at once. to provrde an

! I have been 1mpressed by the senousness of your transportatlon problem, and in
smcenty express my - bellef that ‘the’ problem can'be successfully and’ satxsfnctonly\
rpmedled by Just and mutual recogmtlon of dliﬁcultlcs and full nnd free co-operntlon 1

fdue consrderatlon i

ttr tlve‘..to lnduce prwate entcrpnsc to undertake.xts

Whatever deersxon 1s made with refcrence to the rmlways, o

i




exxgencr
beheve that the best results hltherto have been obtamed by the eﬁicleney and econom‘
of Tive
mter _____
\)ubhc, rather, we have all learned governinents and corporatxons ahke, that the,
two, are mseparately hnked and* must stand or: fall together. »Upon these funda-

to human klnd to get the beet resu]ts from human endeavour.

enterprlses. The hope of honour and the reward of publlc pproval must be ‘open

"’, Respectfully submltted. W T

mental truth‘s I base my, ﬁrm convxctxon that —the bnghtest outlook for - the ‘future :
| of your great Dommlon can “be assured through the extensxon of prlvate rallroad'

Facmg ‘the’ urgency of ‘the need con51der1ng the part whlch . he Government,
has taken and the responsrblhty whrch it shares, and keenly; ahve to the magmtudef
f and the lmportance of the ta.Sks now placed ‘upon the rarlroads and the greater tasLs :
whxch thny wrll face, Isee o0 safe alternatxve but the Government shall contmue,,;
%thh dlserxmmatmn and resort ‘to all” avaxlable safeguards and under a pohcy of -
propcr regulatlon and co-operatlon of eﬁort, to aid the necessxtous raxlroads of the
p Dominion untll such tlme, which T hope and belxeve will not be: far dlstant, When these )
‘ wﬂl become self-supportmg nnd the problem W111 be, solved g , ~






