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economies in detail . But : it- is , clear that very considerable - savings can - bë made, by

7 GEORGE V, :A,"1917

Specimén Ecônomies Resuitipg . from Combination:' -

We will not- . risk embarrassing the future management by enumeratinb , possible '

..~ , . . . .e _ , ..
shortest outlet to marh.etcentres and the like. Great economÿ can alsobè-secured :in

service-,fit many points ;, by coupling up the Prairié- branches° : so as to - afford u the

the amalgamation of duplicate outside and local agencies ; by'joint stations and joirit

., . __ . 1 1
operation of the through trafhc. East of Winnipeg .Ahis . will ; rèqûire' a small amoûnt
of new capital 'expenditure. .,We understand . that the land .bé

.
tween'ï Cavell station° on

the Transcontinental and Longue Lac station on the Canadian Northern lends itself ~
to cheap . and 'easy railCVay construction . The'distancé is 35 miles. _ By, the -çonstrtic-

Northern forward from -that . point, = a route superior from every, poinCof: ,view to the','
W innipeg to Cavell, the new link 'from Cavell', to Longue Lac, -d ,the Canadian ',
portions of both, systems utilized.- Byk the~combinations of the Transcontinental from ~

lion of this short link, a great saving of operating milesge can :be made; and the best :,

ésistinb, routes can -b e formed for< ~Toronto ,, business .'r The innipëg-Toronto '~~
mileage . by ' this route . would only be - 1,197 miles. This is_ shorter ' thân ' any'

route will also greatly imprové the`handling of tra ffi c from 'Po&Arthur.~to' all points

. . , - ,continental . and Grand Trunlr, "-" 1,256 ; ` Canadian:` Northe'rn, t 1,309, a' ~ The combined

of the three:listing, routes, which are as . follows :' Canadiân `Pacifie; 123S , Trans= ~, ,

.,.
And at present much - of, the coal usèd : . on the. line ollows this roundabout route. For -

Superior Junction, 188 miles to the'northwe st, béforëit starts on its eastward journéy.

on the . Transcontinental east of Cavell" This traffic , at present is haulèd liuck "to

route will alsô`offer- ;better facilities than-eithér.line could afford reparatélÿ.

grain sent east from- 66 Port Arthur elevators tô KQuebec ..'and beyond,the Rcombinéd

, . .
running e$pen~es oa .thrôügh freight train are ;not .lesâ than 80 cénts u mile: Fifty .
miles means .$40 . Multiply this by 365; and there is a eaving of. neârly, $15,000 per
stnnum on each train, sufficient to pay. xthe interest ôn -$500,000 . Grand Trunk Paeific i

to translato the ~resulting_'ecônômies ' intA dollars . It is sufficient to say that the mere` h

couver route can beshortened 40 . ïmiles. We rieed not multiply . inatances ôr attem £ t

beyond that necessâxy`for couplipg up closely,adjoiningxtracks .' : .The :Minnipég-Van-

_
Similar economies can ,be: secured tivest * of ?Winnipeg, withoût"any .,

eapenditur e

enance expenses . due to éâsing to maintain snperfluoûs trneks." -

and takes no account ôf other trànsportationT expenses or of the reduction of màin-

3 Per-cent Dominion , Guâ.ra.ntëed Bonds.- ,*And this- is only tho mere running cost,

PART . VI :
_ . , : . .. , .

THE DOMINION AND THE PROVINCES--PUBLICITY-
_

GENERAL.-.~ _ ~ . . . .. _ ,. . ~. _ . . :~ : . .

Railway - _Commission Control .. . . . ~. . . .. . +

We, have referred more than . once in this F report to the Board of Railway Com-~
missionèrs for Canada, and have recommended that the system of, the Trustees should
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be subject to thelr jurlsdiction We attach great importance,to this recommendation .
Hitherto this Board has rhâd_ jurisdiction only' over the railways that' are in thé liands ;< ., . - . ,
of companies : It has had no jurisdiction ôver` Government : hnes . We think`that this. ._ _ . ,.
distinction cannot° be" justified, ând that tfié ` Commissiôir should have jurisdiction ove r- . . ; , . - _all railiva~s , othér . than

.
those ôperating solely , ûnder . provinclal Ycharters . The public

may . from time to time,have just . cause of complaint ; agàinst the mànâgëment of any :
railway. ' It lsnot right that ânytonë, even a Governmen t'official or, a public trüsteé,, . :. . ,,.~ - _ .,, . .
should be judge»~< in his own cause 14Toreover, unlessthefinâl decision in matters of rate,,; .- , , . .. _ . _ -. _~. .,.
policy arid the like is in ,the hânds of a`single authority, there' may be in` Canada two. .. ~._ ._ . . . , .-, .conflicting,policies at thesame . -time .'' There is yet ânôtherreasonon which we .woûld_ . . _ . .Y . _
lay stress : "LL Railwà~ poliéy is a sealéd' ;book`to the ordinarÿ citizen: ZVhy târiffs shôuld :
b e .fi.xed as they' are; wby the train service shôuldnot be arranged so-as, better tosiïit his
iidivldual ' requireméïits, why cars cannot always be available for everybody {everywlïére,~~ .,. . . _
fie cannotundérstand . The normal attitude of the publiè towards the rallway manage--._
nient, . whether in the: hands of: a . company or â Government, is one of ' mistrust, if not, _ . ._ _.
of active hostilit y'. It is a-good thing bothfôr the ràilviay'itsélf and for its patrôris to. . .bring the . management out into , the open ;- to have the reasons why, âuch : and such con-
ditibns exist, why certain: concessions deïnanded canriot reasonably be granted,frankly
explained in publlc . If.there is nothing ~lse gained;,it is great,thing to have b r oughtµ . . _ _
the complainânt and-the iailway . officex - face to' face.'-' .. Even . when : they fail to agree,4 . .

they are likély to understand each ôther._,better in ;thè"future. .

Commission to Report' on Charters .
, , .

In a ,second respect also we recommend tbat the jurisdiction of.the Railway Com='
.mission should be enlargéd. - Charters for new railways aregrantéd by .the Dominion'
Parliament iri

., ,._ , . . ., ,
greât 'nûmbers . In the Sears, from • 1J00 to 1908, 116 'charters were. . . .. r .. - , . , ..

. - granted for 37,862miles,of -line. .Only 453 miles were 'àctually built . -' In thé two fol-
11 : .

lowing sears therer•ere .sriïnted, according'to a{statement .mâde in'the'Senate by, the.. . . sw - . . .- . ~ . . _,.. , . , . .. 11ir . Davis, on :A
4

G, " 1 910,-.respéctively,63 chartcrs fHonor. about 68,000 miles,. .and 7 6 charters for . about' 75 000`miles. Ve think, thât no charter, should b e. , . b e, granted,. . ..,
` till the'proposâls made have been investigated by the Commission, and the Commission10have:reported whether, or not, A~ n-their opinion, ' the construction of the proposed line°
would be for the`public ;sdvnntnge. The opinion of the Commission wilf notnecessarily ;. .,~
bind , the action of Parliaïnent . But. Parlianiént, before . deciding; µ shôuld have the'
benefit of the advice'of an expert and impartial,authority.': '

- And on Subsidies and Gusrantees .

Wd : think also that no subsidy or gulrantee shoüld be sranted , except after a -~ - . . .
similar report froin , the Commission ; and that no subsidy or guaranteeshould,be voted
in any session; unless it has been provided . for in'the financial budget of the year, and. . .
unless a'sûbstantial déposit of cash or securities bas, been -made by the promoters, to.: . ., . , „. # . _
prove the bonafides of thei r npplicntion: . .' -_



Cases have ôceürred in the p ast and may ap in . occur in the future, in which
railway s are chartered, by ; Provincial Governments, competing with ,, railways ,under ±_ , . _ . . ~ . .__ : : . .
Dôminion,charters ; and so withdrawin ; from the latter , some portion :''of the traffic ', . , ._, re quired to secure the solvency of their line . .,This is not in the public intèrest ' . It"
cannot be for the general advantaae of Canada that .a provincial charter" should' :be
granted, and in znost casos also provincial firiancial=assistânce given, with théresûlt i n-the first place of witlidrawing traffic from a road with a Dominion charter, and so -for-cing that road to fall back upon the gùàrariteewhichhas :.to .be -met outof 4he`genera l
tagn of the country ; and secondly,~ of placirig upônythe province a bûrden of Cguar-
aütee which the province subsequently finds "itself unable to .béar, and which.ultiinately'
it has to:throw back upon the Dominion itself The . Dominion ..Government,` whén.. ,. . .n . . ,. , . , .. .
the Canadian Northern -applied for the large l ;oan ' of, $15,000,000 in 1914, was.r . . , ,.confronted with the possibility, if not probabilitÿ, that-some ,'of the provinces would =_
efault on their guarantees as the result : of ;thè entirely disprop

.
ortionate .. liabilitie s

provision, thé .Governor in, Council should exercise

_which they ~ had assumed .- , -.. . .- . .~ .
It would perhaps be,-difficult for : the Dominion and Provincial'authoriti 'es -:tô

agree upon, such ân amendment of the British North - Amerieâ Act as would for all'
time`prevent the recurrence of such a situation asoccurred in 1914, as - a result ofrthe: .~ . . _ , .~~ k _ . • t . . ... . : .. ; . , . . . ` . .~ . . , . .provinces deeply pledbing their ~ credit, - nôt for an'- intra-provincial,~ but for an `extra--1 . ,provincial undertaking, clearly : outside théir proper : âmbit. The Dominion Gôvérn- .ment ought however, to use the existing~ b, powers of the f Act : Th lie : pocy should . b e

-iaid down that, so soon as any provincial- legislature incorporates'a railwas, it, becomesz ._ . , ._ ., . thé":duty of the Railway Cornmission forthwith to -investigate tho neeessitÿ in the. , _ . ._publ i c interest of its construction ; and , further, :-in cases Svhero fina
,

nci
~

al' aid byguarantee or otherwise is given bÿ the -provinçê, to' ascertain =wliat provision has been
made for meetingry the Iiabihties which may, ther

.
,eafter. F accrue: The- Commissioner s~ . . ,

should>wïth all spéed report their findings and the evidencé ôn which they are based °
to the Governor General in Council . And in any case in which it is found that the- - -.. - .. „ . .
railway is notti required in thepubhè

.
interest ; orF that ~,►uarantees have' not been

accompanied by proper finâncial . . . . , . .
his undoubted prerogative and sallow the ', .,. provincial Act. " `It is `necessary~ for ~the~~ .

.,.-. . . ,: _ .. ,sake of the credit of the ' provinces as a . ivhole to make sure that no ' Province with a
populatïo lï of ; léss thân 40U,Q00 shall aaain take the rc~ponsibilitÿ for a gxuûrantco of%X I
,4 0,040,000 in respect of ~ a' single undertakmg

~V
.

, . -We = thmk, alsô . that . a= single r conipan,y shôuld • not be ûnder duplica to
,
control

Také for instnnde the Canadiân ; Northern main line. If it is"not for the -publi c
advant ,,age of,Canada as awholé, it lias' no 'ustificati n o for e.'cistence.~ Fet the portion
of the line in British j Columbia -was ~-constructëd under af3ritish Columbia charter ;
and . .a small sectiôn of the, line in : Saskatchewari - under a Saskatchewan charter. It
cannot . be `reasonable 'in~ principle, that one : pôrtion of the through route should be
regarded as ôf - general,Yadvantagè, ' while

I
anothcr portion ,of the same Toute, feeding

it and being : féd by ü, is régarded as of ' only-loëal interest . . . And from the point of.
vie~v'of practical admmistration -~ it" is hik111". inconrenient . 1Vo4rccommend that, in ;
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~•espect of all future charters, the Dominion Government come to an ,understanding
with the Provincial Governments :that" a railway compâny, shall be è.ither wholly nàtional
or entirely rlocal. In other,wQ ,rds, neither provincial . charter nôr, provincial aid
should be""given to conipâniës or subsidiaries: of . compâniest already pôssessinb a
Dominion charter ;:ï.and;on- tbé .- other,hand Dominion âidtshould , only be given to
companies with , a ;Dominion charter: . rv

We further recommënd , that Lthere be "conferred on the Commission power to. =. -_. . .
prescribeminimum _ as well . as maximum rate-s-, so" that réckless : and °unfair, éompeti-
tion màyrbë prevënted = A railway that gives to any members of the public à'service
below cost is •unfairly discriminatina âgainst the rest .

Audit ,and Publication- of;Accounts .
. . . - .~ , -. . . ,. .We think it is . of great importance thât àdeqüâte accounts and statistics- should

be . iceptp and published: .` We 'consider`that thé' Board of Trustees shonld : keep ândr : . . ,, . .
furnish to the Raihvay Commissioners, and ' publish ' for general,information, exactly, .. ,,the sa me accounts ' and statistics ` as the other` ràilway companies

_
" are required to

furnish. : ;-Further,~ we `think the accounts 'of , thë Board of .'Trustees'shoûld . be con- .'-
_ tinuoûslÿ audited by'a firm :ôf "publiç-- acco.untants, appointed, bytthe Finance Miriister:'

This- fi rin' should be selected from .those with specialtiexperience of, railway tvork. And :`.. . , .,,. . . ,_ .they should not only conduct; a` financial audit in the strict .-. sense;". but should be
instructed ;to advise'the trusfées_frôm ;time to time what improvement .in'accounting-. - _ . . . , . . ,,~ . . : .
methods'can bé introduced, and what special ~ invèstigati.ons:'of.'cost can be `undërtaken '. . . ,with: sooa hopes .of eeonomies résultinb. It is _within . ôur knowledae that môdern ;. . . : . ., . . . . e
methohs of cost accounting arci;-at the rtpresent time béing applied to . railways on this '
continent, with considerable success . And we feel ytliat ' . in' taking over the ` manàge=
ment of so lar, ge an undertaking ,,with` a# mileage éxceedins that of 'nny, railway system'
in :the world except7 tlïat of -thQ; Prussian' State, the Trustees should° have"  the benefit"
of "the best ' anf thotinost ' up-tô-daté advice obtai 'able. ;,Thé auditors should make a. . . , -. . . :.
full réport,to Parliament once' û`yeûr on the`financial status of the Dominion Railwaÿ . --. . . . . . .

'l'he Railway, Cômmission' should in eàch yeàr ' submit to Parliament the accounts. , . , . . _ ~,reeeived"-both from theµ Dominion; Râihvsïy and frnni . the othcr railway : companies,
and should accômpany them by - si report ôf ' their . own. This report" should set out
in as, simple : and concise a manner as possible the financial . relations between = the

. Dominion Rûilway and tlie Government, . so that ' everÿ citizen 'mnj► have ' a jcléar ' idea
once '' a' year what .total amount , of taxation he '•is ' called ',upon : to pay for,, . rAil way. ' :
purposes : The report «ould naturally divide the total charges into subsidies, ' Suar-
antees, and other~ suitable heads . .; And ' these charges "should be` taken up into .thô
general bud get of the Finance °1ltinister as a separate ând jdistinct entry .• Any subsi-;~
dies guarantees givén by, the Government , to railways ô

1
ther' than those `comprised ~

in • the Dominion Railwây system should- bg included, by the Finânce M inistër in the .` "
samo statement. If must be for thô Government .•and' the people- of the country t o- .
decide how much money , they w ill find out of the general taxation for their railways.,
But," in order ,. that = they, may decide rightly, it is ' éssential " that they should hâve full
information, and tLat it shouldbe brou;htbefore tbein in an èasi?.y , intelligible forni: ,
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_ _ , , . . . . .- <At present railwaysoperâtingsolely underProvincial charters are under no obliga
tioii .to make returns to the Dominion illinistry of Railways: ' Conséquentlyï there - is

,. ,~ . T.no complete record of the entire railway s,etiv ities o f the çountry . .~é think that the
Dominion Government should come to an' understanding -w ith the Provincial .Govérn- '- _ . . , . _. . .
ments that returns should be màde`kto the latter by their loeal compariies in the same. . ,. . . .- .form as is requirèd in the case of Dominion coiripànies, .'and thâ.t copies of thése
returns should be filed also with the Dominion Government .

Ràilway Councils . , .. .

There : is another 'matter that we desire to bring to theattention of the ;:Govern-
ment and :the Trustees : In several countries in-Europe, more especially in Prus`sia,- . ._ _. . .. : .
there has been developed with grea,t succéss an- organization'of Râilway Counc[Lls .'These `
councils are . both National and -Regional : The National Council in "Prussia is' com-
posed of ; (1) oûicial,representatives -of ;theGovernment Départments_:specially .con ; .
cerned with raihva

. . . _ a . , . . . ._ .~ . . .
y questions, the 3linistries of Communications, Commerce, Agricul ;

ture, etc. ; (2) of representatives of ' Chambers of ~Commerce; , of 'Agriculture,-of Mines,',
and other . persons competent- to spéak for lar ge sections of ' railwày. customers "* The_ : . . . . . .. , . ., . -Regional Councils are of a similâr constitution ; .buton a smaller scale âs benefits their- ° . - _ :. . , . _ . . ..
local limitations . Thesë Loûncalsmeet_;twice' a~ear or ,`oftener, anddiscûss a prepared
agenda .with the chiefs of: the railwaÿ,'sérvice: They are competén t to , deal with "qués•., . , , . . . . . . .. . . . .; tions of rates and fares, facilities , extensions ; impro vements and all . other matters ,waffectin the ~ ,- . , ,. . . . . . .

g . public interest "They have,no eaecutive powers whateper. , The,ÿ can " .
only criticize, dissuade, or 'recommend. But-,,the, universaL testimony - of competent ,. . : ° -observers is thàt thë -s9sten , is ;a success , that the _ influence of the Côûncils is consid-m
érable, and the result '.- , - harmony and absence: of- fri c tion betw eë n the railwayvay

. . . . . .
adminis-tration °

and the public.- . . .
We do not think that the time is `ripe for the formal, organization , of a similar

system in, Canada . But- we think . the 66ntral idea is valuable. 11nd we suggest that
the Trustees, when the . y get : into" harness, ; should consider ~ the proprietÿ ; ô f calling A
conference ofrepresentatives,`of inerchants, manufacturers, ûgriculturists, mine-ownérs,,. . y ~.. , , _
etc, .and discussing with them allsuch questions as involve the ' interésts of the public °as well as .the railway. And vie think the Canadian Pacifië Ilailway should hoinvited~_ ,,. . . , . . . . , , . .to jointhe,conference. - If the egperiment proves a success; it ~vill no doubt bô repcated:.,And-we shoûld hope it would :ultimately resült in a,permanent ôrgânization. ~ ' `

Railways in Excess of Existing` Reqturements .
We -feel that we ought to, draw : attention . to anothe'r.-important point. TherQ.- ~ ..

are now three trunk lines in ~ existence running froin ~Vinnipe~; through the' compara-tively em t ' country . north ~of Lake ~ SuP -~ erior . .. _< . , _Thero ' is very littla local traffic, and notmuch prospect - for . its' early dëvelopnïent. The , through I raffic~ will bis= shared, ° in .ïwhat :proportiori the futuré must decide, between the three routes But we may assume
- t at the, Canadian Pacific Railwaÿwill be able-" retain on its own through' route all .the traffic which it .itself originate's.` And- -tho ,two ncw . routes rnill" only get th e. , .. , . .
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bal jncë to carry . It cannot, we, thii~k, be ! expected , that Ahis balancé ;will be sufficient
for a good imany years to come , to, make , these . two - lines self-supporting Itiseems to
have been genérâll~'âssuméd that tlïéy; would afford ân important _out et for the grain .
cf the Prairie Provinces .3 Evidëncé that we hâve hàdbëfore, ûs seëmsto :slîow :that
only . quit'':a small f ractien of the grain, exported from - thëse provinces has hithèrtô. . :

~° follôwed the rail even as - far as ° Montreal The proportion . that goes'-through all the
way_by rail to the Atlantic seaboard müst bë'even smâller . And there sees no ~réason'_ . :- .
to suppose th+at this proportion ,ivill vary' to an -,important e$tent. ' .. For a difference of
something like .'10 cents për100 pounds between the" chârges-for-rail carriage - and. _ . . ,. . _ . : -
watercàrriage respectively-and this we+yixn

,
derstand ' tô correspond tn .the normal state._ . . . . ~ . . ; . . . - .. . . ,. _:

of . âff airs=will always eiiable the _ waterroutes to , retain tlieir hold ôn-the- trafâc: LL It, ,, _ _ . . . . .. ; . ,s therefôré that an ' increasé of 100,000,000 bushéls of : wheata exporte d rom. thefollows - . . . .. `,. ., - ,,. _ . . .: , . :
prairies might only mean ', an : increase

,
of 2,000,000. bushels, thatis' 2,000 carloads, or. . .fifty train - loads,

,
of: railway.- tra

,-
ffc = . This conclusion . i s' borne out 12y

.
statistics * of , the~ r., , . . , _ . . :' .Canadian,~Pacifiç Railway; . fromr_ïvhich we find that in the yeâi 1911;' out `,of a totâl. , , . . ._revenue on the Lake Superior Division (the line between Fort William and Sudbury) ,. .,. .4~ . : •_ . .- : . .- a .) . . ,~. . . .~ : . .- . ;, ... ,. . . .. ,. . _; • .._.. .. . , .. . . . . . ~amounting in

.

round fi gures ' to ,$12,000,000, 4 Iess than $900,000 were
y

earned
~

from thé
carriage . of 'grain and flour,- including, grain and flour- for locâl,consumptiôn as well. , .as for expôrt,' while $6,100,000 -were , carned from other freight, and $5,000,040 from. . . . , . . , - apassengers, mail and ' express.

To, show how much -trafâc is , required to fill a railway ûp to its capacity and toenable it to- pay interest`ti on its cost of construction.,`W have made the following. . . .
çalcûlation. The 1liinister y of Finance stâted ' in Parliament on May , 15, 1916, thatv : ., . . . . ., . r .,, . ., .in the eleven . months': ending Feb`rüary 2, 1916, . whicli included the record Iiarvest ôf. . . _ , i.:1915, ~Canada exported 180,000,000 bushels . This ' is equal to 5,400,000, tons of "&ain ., . . .We .will assume that the" whole of this__grain_wgrain went. from .' IVinnipeg to Fort .-William-

Thcré, ~cere thrce'roads to,carry it. This givës 1,800,000 : tons ' uvailabler

~ - .. ..~
. , •

. :. ~ , s ' for •~-each` road . dssumms the traiiis to'.- -run with an average net° load of
1,200',tons-and In, f act r,the usuall

.

carry, . much more-each"i road :tvould nééd to. ., . : . . .,run = 1,500 'trains,,-, or: for.for., the eleren , months , an -average of only = 41- trains. , . . :. 1 . . . "~ .
.per" diem . .,Evidënt1 ` ev en' undcr the3', quite exceptional conditions of the hârvést of, _ . ~ ; -° . . . , . .1915--and how. eaceptional this ° 'was, is * sufûcicntly shownr .by -_ the fact ` that

` in ' the corresponding ~ eleven months " ôf ` thQ, precedins year . the- egport . tvas only
90,000,000 büshels; or just`half=the three railways would not`be ,' rcorked to anything
like théir : maximum- capacity.f • Let us , see what the net earnings tvould have been.We take the average rate for , thç; carriagé of grain as : 4•2 . mills per ton' per mile ; and. . , .
we will , assume an operating ratio of Eonly 66 , per çent. Then the net carnings would, . , . .n . ,, .
harc! been

_
1-4 mills per ton per mile. ...'And, as 1,800,000 tons wént 'oser'eâch road; the, - . _ . .net earnings would have becn v 1•4 mills 1,800,000 ==' .$ 2 ,520, pér. . mile of road.

These net earnings would' pay interest "at G per cent:,,6n 'a cost of roadry amoünting to . .'
$52,400 per, mile. ,
In other words, ~iNow

.the average cost of a mile _of road in Canada is over $70,000.' '
. . .f° we assume thatY the -roads between Winnipeg and Port Arthur were

built at an average cost, eren the exceptiônal volume of - ' ~grain traffic of ~.tho year 1915
woüld:not alone' have sufficed to. µ '. ._-._ pay= interest at 5 ,per: cent on the construction cost,
though the : whole gra in trafûe of the .prairies was concentrated ' on them. ~`.«. c . ~. - . .. .. - ... , ., , „ ... . .
. , . .. . . . - ..:r , . .. . h , . " .. . . ^R . . .. .
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Highway Improvemen t

We think the ; G overiiment would do well to '. give serious eonsideration to the `

question of the cost- of brinbiiig grain from the farm , to the râilway ; station . The

desire of, the farmerto reduce the cost of marketing hisgrain'tothe~lowest .pcïssible `
point is natural . We do not bélieve that any serious reduction of rail rates can te
txpécted, "and no one can say . ;what oeeai v, rates will be inhe €uture, :1 butSVe . think

c~pable of _ considèrable reduction .~ We 'find Ahat an average ythat the ~va gon costis _.

rate per 100 - pounds from Battleford, ~ taking this as : a typical , point, ` to Z1ver- .;

pool, may be put at not more than .5 1 0 , cents by the all-rail route to` 11lon ireal :

By, water from Port 'Arthur, which route carries thë - vâst'proportion - of" the traffic,

the through rate would - not be `moré than 40 , cents per 100 pounds 'on ''the average. -. ,

On ' the other hand; typical examples of the ~ cost ôf + _wagon ,- ' haulage have _ been ,
hroubht to our notice. We find instances of a` cost of : 33 _ cents per, 100 pounds •

RA ILZVAY I NQL'IRY C01Id1ISSI0 N

. . . . .~ . .. , , , , .. . .
for a distance of 12 miles, and of 54 cents-per 100 .;pounds for :! 35 miles . AndSwe

are informed that - iii some cases grain has to be hauled _ â,s much' as ' ,fif ty miles," ,_. ,, ._ . . . . . _ .. ., , . r -- ,
to a station .,, In other words, in cases such. aa these,-the eost of . delivery at Ahè statiôn '> _ .~ . ~, . . , . , . . ~~
is as mùch as ,or even more than' the total+through rate . from the station 'to Liverpool :
What method should be adopted to cheapén local : haulâge is a' matter for dëtailed
consideration in each individual case. But, éithei , : by -"road"" improvement, ` coupled
possibly with an organized : sÿstem ofmechanical traction, or by. the constructio n__ . ,. . . . , . ~ „ . . .
short spur lines of the lightest ând 'cheapest .possible : type, . we ' are persuAded that a.,. - . :.,
gooddeal might be done at a very rrio

,
derate expense.' 'And wetherefore c rimmend the

matter to the serious consideration of both the Dominion and 'the Prôvir~cial Goiein-
ments'

'
.

The Hudson Bay Railway .

`Ve understand that -construction w ork on the Hudson Bayl tne has~~ , been ~ sus-. ., .
pended. We think' that the, work slïould" not in any case be recommeneed till more
urgent needsjiavé been met ànd° `môney is more, easily procurâblé.' And if work on!, f,, . , .. . .. ,,

.
.
think

.,
it

s
should b

. .
be

:
done in the ;most economical mannerthe line is bëgûn' agaïn, -we

.

possible, and only. up to . the standard of a local line, bearing in mind that it cânnot- - . . - _." ~ . , . . , ,, _ . . . ., .
be expected - for .: .many years to come , to be , :self-supporting._ Considering the small_ . . . - : . "
advantage in rail mileage from . thë grain-growuig areas, whieh the IIudson Ba9
possesses over'the egistirig routes tô Port Arthur," and that from muny districts ity . .,_ . . ,,. . , . . . , ,
possesses no Radvantage ' at all ;" considering further the short anduncertain period of
navigation . in . -the . Bay, ' and that grain ' consigried .to' , Port 'Nelson, will conséqucntly
always ; be liable :, to `be detained" there`.for nine months till TMnavigation is again' opened ;, . , , . . . : , > .. _ ., . . ._ : ..
considering ...thât , higher ocean°` freights ,may ebe expected to . absorb, if not more
than absôrb,°any possible ~ saving in rail rates, we cannot believé that this route will.. .. . ,
ever secure anÿ serious sharé in- the .`export trade. Still less can wô think that it will, , ,. . , . .
handle an": import business , . :Unless considerable .mineral" wealth , should , be discovered. . ,- . . . . . .~ , _ .
in the territoryewhich this linëwill opén up, , =it must, we fear, continue to be almost~
inde fi nitely,- â ' btirden, upon - thee people,- of- Canada . : .~And everythins that can' bç don

e shouldhe done to •makè"this burden as small as possible . e7
.. .
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Steamship - Connections .

The question of -steamship: connections on both : oceans is ref erred to us. - ;We have. _. , :
not, reported on it {-Tof deal adequately withaquestion-of -such - vast range -was impos- .._ i ~- .
sible in the time and wth"* the rn ; eansât.bur disposal , Further; .the complete révolution. _ r .,, - - . ~._ . . . .. . - " .: .

. . . .., . - ..
. `,ï.

that the saar, has caused in theshipping tradé~ of the wôrld would,,w•e feel, niake any. _ ". ._ ., . . . . `r : : . .", . . ,
conclusions, or : récommendations baséd ôn' a study ôf either' war" or, pre-war . conditions_ .. ,-. µ . . _ _
valueless for guidarice after .the war.~ Tlie'questioil'of_steamship .connections natûrally_. ,. _
involves' the question of, ports . = This question , also we have refrained from toüching.
For portfacilities dëpendon available steamship connections quite as much as steam-._ . ._ . . .._ , .. , . ,, . ~ .~ _._ r . . _
ship connections on the facilities âvailableât the ports .

Tendency,ôf -Railway. Rates=to Rise .

Before coriclndin ; oûr • repôrt ' we desire tomake one . obserPation- of a general
nature. .- .The'average .ton-mile rate_inrvCanadâ in the last financial_yëar was751 :cents ;, , . . ,. , . ,., . . M._-
in the United States ' the . figu

.
rewas • 732' çents, which is practically the ;

_
sâme. In the

United States it is coming to be generallyunderstood - that this :rate istoo low to giva.. • ,. , ,
the ' r`ailway companies an- adequate return on

.
thèir' e%isting t capital and thatconse-

quently new , capital cannot . he attracted to railwây' investment in sûfâcient âmount
to provic~o :for necessary, new , expenditure .' '1~nd this fact was to some éxtent'recog->.
nized in

,
. October, 1914, by tho .'Iriter3tate Commerce Commission - in their. approval . of

a flat increase of 5 pér cent (withT cértain exceptions) on all tariffs in " the portion of_ . ., _ . .
the-.United,. States adjacent. to Eastern Canada . :° `And , if an average rate of •732 cents, . . . .
isinadequate 1n the United Stâtës, where traffic is far more dense, and.where climatic~. . .~,

conditions are less rigorous, mueh more isnn average rate of 751 cents " inadequat e
: .-~. i .. . } - .

in Canada . It is true that with the .present rates the Canadian Pacific , Railway pays,- ,
a dividend of,7 per cent from 'railway . operation . But as we have' already pointed out,,. , . . . . . .. . . . ~
thât company has some $M0,0001000 invested'in the propérty',on which" no interest
has to be paid. Were this sum'represented b y, ordinary stock, the"dividend fromrail-_ .. . , . ,
way'opération would be not 7 per cent but 4 per cent And the, Can

,
adian Pacific ha s

the cream of ..thè . Canadian ~ business : .

Tlecessity for Immediate Action .
. . , _. , . ,

.It to , bo , anticipated that difficulties, 'norô : or less great; wi11- need to be over• `
côrne , before, a'final settlement can be, reached with the .(lrand Trunk and Canadisn
Northern Railcrny , Companies: 1Ve. rcalize that, if the matter were dealt with in'

I
the .

~ordinary manner,- it might be a -matter of months, ; if not ' Sears, before a final settle-
, ment = was reached . ; The pressing publiL interest demands that, the mattér be n not so .F a . .. , ..
;treated .

We think instructions . should be given by the (3overnment forth~cith, without
waiting for furthcr, `actioii on`.this report,,to the Canadian Nôrthern . and Grand Trunk
Paci fi c .companies to discoiïtinue all expenditure on works in hand, unless and until
express pérmissionis receivcd for their , contiüuance. ~~ - ' ~_ .<~
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We will enumérate certain other-matters' that will not brook delaÿ . Iri , t é-West

! the Canadian Northern is not giving, . and is not able to give,- adeqnâte service . to ; the~, ~ , - . „ . . . . . ..
_ grain-grôwers in some important districts-which are dependent- on its ` lines. Th© situ -

ation in the Goose Lake district is ll ighly unsatisfactors . .,Thebrancli . is in,bad shape

and is -iiot _fit to do the business o ~ érinb . - Thére is âbsolutely no roomJor ;aôAt as to . .

the lach of freight cars- and the resulting inconveniencés, " and, even in many,+cases dis-

' tress. In the East the position of the Grand Trûnk _1 s : most unsatisfâctory. Beyond
, -. ,.y~n . . .

question the system; immediately requires at least 200 , more locomotives and at least

10,000 freight cara . If coal famines are to be avoided, and the proper winter movement
kept up, the line from Burlington" Junction to Fort Erie urgently requiresdouble
tracking. -.Other improvement,s are.,imperative. The question of ~ electrificâtionought .
to be tahen into consideration forthwith.

. _
.. _ . _ , .. '. ..

year will' in all 'proIf thins b-b go on as at . prpsent, the- traffic'' conditions of : this
,

abilits return in an aggravated form'negt ~twinter. The old réquipment will be sr :little . F:> . . ., . . . .
older; the roadbed will be in a l little'wnrse condition : And the', situation in Eastern, - ,.. , . - .. ; ., .>>
Canada has been so bad this winter; thât there`has been much difficùlty, âpecially â t.. : .
Grand Trûnk points, in mamtàimnga supply of grain and flour from'the West It is- ., . ., :
imperative

_
,that . strong and efficient r action,' be immediately~ , taken.

Reçognizig the probabilit~r of delàys; càusëd bythe : efforts of thé . eompanies . to
4- . secure better .`terms from the Governmént ~ve_think that, in orde'r to prôtect theâbu4i=

nes- interests of the count'ry, thé Government should :.immdiately put ' itsélf in a posi-~, . . ; . ,. .:, . . ; ._ . . ,. ... ,
tion to, obtain orders appointing receivérs for the Grand Trunk and Grand Trïink
Pacific sÿstems. We recommend , that; at the present : sitting of the House, an Act li e._ :
passed constituting the ,Board of-Trustees,, so .that; in - case receiverships" are' necessary,
the Trustées may, on the application of , the .Government, ündèr :its esisting'rishts as a .. . . . _ , .. . : < . .
creditor,be a

. . r r ~ ^
, hppointed Receivers. They .wôuld then be in a position,to take, throu„ ' the:. , _. , .. _courts, _the necessary stéps ;'to vest the properties in the Dominion Railway. Company so. . .~ ._ _, . ., . . , , . ,

as tqconstituté th have recommenm~ .
themselves _ready and anxious to come to a prompt âgreément, actual . application to.. - ,, . :
the : Courts woûld of course ` not be made., , . ._,,_ . .~ :. , . . . . - - . -• .. s . . , ,

.

., that the appointment of .receivers is not in_tlie interest~of thWe eel th e`côûntrÿ's
credit It cert . - ; . ,

. . • , ,_.
â ainlÿ is not in thé ! interest of tho companies, as ', the évidence ` of this_, . . . -.. . _ . . .

report shows : that'the property of . .the Grand a Trûnk` Company, if it were pût into a" ~. . , _.,receiver's ~-hands, would
.
leave;littlQ

.
or nothing for-, the shareholders . . The result of. . ,

court - roceedin ~ pgs would probably ` be ' to divest . the
.
ahareholders of all ~, interest, ` and to

p ,G
. - . . .

lace the overninent in ' the position to : take, to the fullest e_xtent, ; they advsintages of. , . ., _ _ . . ,
their leb

.
l positi

. . . . . . :, :. ,
~a as holders of defaulting securities. - But,F though we hopo' receiser-

ships will not bey necessary, jve'think the Government must face the possibility of being
compelled to :take the course we have indicated ... . . . _ .. • . -. . ,, . . _r . , . . _ .

In- the case of -the Canadian Northern Ilailway Company 'no : proceedings in }-"._ , . _ . " . _
court I are' : requisite. v ï Under . the provisions of y sectiôri s24 of , tho Canudian Northein
IZâilwây Guarân~ce ..Aët, 1914=(4-5 Geo. .V; chap . 20), the.Governôr General in Coüncil~
hasTpowert when authoriiéd .by: Parliâment, -to declûrç by' Order, if default is made by. _, ._ . .
the company in payment of interest on the $45,000,000`guàranteed securities (the inter

- eston which' is at presént - being found by the Government) that thô èquity of redemp-
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tiôn of -the, company is -_ absolutelÿ- barred and
.

foreclosed; •-'an
,
d th

,
ereupo n. the whole., , - . , .

propertybecomes 7vested-His Majesty.-in .right of the~Dominion~of Canada .
If receivèrships becoxnè : nécessary; . the adv'antâge of âppôinting ' the - Trtzstees as

a eceivers is obvious:° "The Trustees, • with the Government behind ' them, an"d with ; the
zoval of ' the court, would`:bé - in a 4position to operate the,4 rôads ' as a1

. "
1._ combined

ystem, tô. purchase inuçh needed roZling ' stock, and tô make ` esseritial imprdvemënts,
in awây that _ no ' ôrdinary ; coizrt ,receiver could do. Receiverships . in the ordinâry
sènse would~only result - in -,greater traffic congestion - than ever, and.in .losses n'ot onl~
to the sharéholders bïzt to the country at largé :

PART'VII . : ;

"SII11i14fARY OF ' COIV'CLIISION S AND It,ECO MMENDATIONS .

AVé summarize - our conclusions and ; recommendations - as ° follows:
-1 . . The . mileage of Canadiân railway3 is very" great in proportion"to thé'populatiou ., .

of.:the 'countrÿ. - Ithas increased ôut of• proportion to-the increase of populatiton. -
2 . Canada's . natural waterwaysc make railcvays ,, less absolutely : nécessary than -i. i .• . ~

other côuntries.

~ °3 The net return is so , low as to p .ovo - that 'more railwaya have been built than
can be justifiéd On con.mmercial'grounds under prë'sent condition s. . ,

4. The public .investment in raihrays is ccry , large. -; The total amount of publieµ
càpital involved in direet construction 'of Gôvérnment lines, and câsh aid,"land grants, .. . .,_ :
and~guarantees to privatecompànies,`is $9G8,451,000, not counting the Vvâlue'of lânds. ., w . ._ .
still unsold .. ~. : . . .~..- ,... -. . ., •_ ., . . ' .. . -m •. ,. ..

.. ., .
. R .11Public = aid . to the principal companies, includingf subsidies, land gr'ants, •an d

guarànteés, amounts to orer $G80,000,000 . In 'the A case ;of the Grand Trunk :Paeific
it amounts to nearly t~ro-thirds of the total investment ; , in thQ case of the Canadian. .. . . . . . . . , . ._- . .
Northern to over . three-quarters.

6 .' Tliere - have . been thrée • phases of ° company devélopment: (1)` unaided enter- : :
prise, (2) assistance b9 subsidies. and1land srants, (3) assistance ' bÿ suarantecs. A

, : . . ~guarantee . poliëy is dangerous and" its wisdom questionablel ', __. • <
7. .. Tho derelopment of : Canada justified , two , transcôiitinental lines . -It ' did not.. . , . ,. , , .

justify three. The" Grand 'Trunk , and Canadian Northern should , have been" amal•,:. . ; .
ated. `

~~am8. .Th ~ ~, e_'Glrand Trünk Pacific 'Sÿstem has ' cost ncarly':$200,000,000. - The interest ,
charges amount to ovçr* $8,S00000 èr'annum. The net income .last ~ P.. ,. séar was $826,G53.
The liabilï ty of the ;Grand Trunk • Companÿ. for interest Âmounts to` over $5,000,000. : . , . . . . - ,
per annum at present, and wi ll :riso' to over $7,000,000 in - 1 9 23 .

9 . We .- cannot recommend ` that the Grand Trunk;` Company, be, uneonditionally
released from ; their liability. The responsibility for the National 'Transcop' tinentnl
liné rests' mainly ,'with the Government; but that for flic Grand Trunk PAcific nroper
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. : ..-belongs primarily to the Grand Trunk, - -The Government has voluntarilÿ ,relieved the

Grand Trunk of all responsibility, for thè "National ,Transcontinental. ;In : respect` to
. ~ ~ the Grand Trunk - Pacific proper the- Government is fully_ ' entitled,-morallÿ as well as

legally, tocall upon the Grand Trunli Company to fulfil=its
"
contract:° . . . , . . , . ~

10. The Grand Trunk Company -proper,;has mâdeunjustifiable' charges to .capital :
Its lines have not been adequately mamtained . More than $21,000,000, tivhieh: ought
to have been spent on` maintenance in past years, has not been .. spent ; Néw: capital
expenditure of . over' $30,000,000 is immediatelÿ` required . ? The country is âü$erinfi

{ from the çompany's ~inabilitÿ to give adëquate` service . The Grand-,Trûnk ' railwaÿ
oubht tô - be managed in Canada, and. not fr ~ômLondon. . : :

ÿi . . . ' . . ., ::' _ .. . . . . . . . : : - , . . ,
~ . : .

11.` = We= rècommend that the contrôl both of the Grand Trunk Pacific and of the~.~ ._ .
Grand Trünk be assumed by ,the péople ~ôf Canadar on terms héréâfter .aét out.. . ., .s- . , . , .

12 . The Canadian Northérn has .bèen financed mainly bÿ the . issuo of guaranteed
securities . Till 1914 it met the interest: from its own resources: Since ` that = date -'f_ . ... _.. . - ti . . - . .
the Government has assumed very

. .
heavy obligations 0i i, behalf of ,-.the cômpany.

There is little prospect that the cômpanÿ ? would , be able in . the .' _near . future } to"
relieve , the Grovernment, of these obligations ', . . , _ .; ., .. . : .

13 . The company's .estimate of its future capitàl requirements is too losv, an& its
estimates of probable growth of 'earnin gs havéÏ been. and still are undulÿ . sanguirie: i;, .~ -_ , , . . . . . ; . . . s

14. We estimatë`that as\a . separaté ûndert aking it wôuld r' equire fully $70,600,000
of new capital within thenégt five years

Northérn as at present conatituted. ` •

Grand Trunk,

.. 16.,-,_%6 Canadian Northern - common stock represents no cash investment, and lias i'119 present valûé, either on the basis of the, cost of reproduction of the property, or on
the basis of its earning, power.

'17. We'reeommend that the public take' control` of the Cûnadia n Northern Coin-
panÿ`on

,
terms- hereafter set out . 7 ~ " .

18. - On - the assumption that the people of Canada' take control of the
Grand Triznk Pacifi c,- and.-<Canadian Nortbern, we consider possible methods of man-'
agement ând'operation . °

19 . We do not , con'sider . that operation by a minister directly ,responsiblé to
Parliament ' wôuld ' be in" .,the public interest.' : It would not secure better servico or 4

20. If the Government : operatèd thése ; three railways, , it would be boünd in fair•
ness to :ahe Canadian Pacific shareholders to' tak6 over +their. .railway also .`, The Cnna-
dian `Pacifié gives - good • 'sérvicë and, sh ould 'not= be iriterfered n•ith . . 5' . .

21 . Speçial objections tôY direct ' Government ownership` and~~operation are :-. ~.
(1) That ; Canadian railways operatQ- more than séven ' thousand miles of

line , sübjectwto,the forei gn jurisdictiôn of the United States ;. . ., ., . •: , . - , .
(2) . That the Canadian Government resources are re quired for war purposes. ;

22. ~We thereforëre'ect the ide a_ j of direct Government ` owiiership and operation.
23.` ,We do ` not récommend that tho' Grand .- Trùnk, Grand, Trunk' Pacific* and :. . _ ,

, Canadian Northern Compânies be allowed'to go into the hands of a receirer.vM - . . . ~, - . .

lower-`rates.>> .

_ . . . - , . . .- ; .: r - . z .
15~

; .
. We, do notrecommend , that`:further public aid be giren , to the

.
Canadih n - :
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2 4 . We recornmend'that the control of these three companies be transfèrréd to a
new body .

25 .. ,We have
_
diseusséd and rejeçted the followin `sug. bgestiqns :=

Transfer .`of all thréé- railways to , the Canâdian' Pacific. ~ "~-. . _. , , _ . . . . . . ..
T.ransfer of the' Cânadian ' Northern or :, â portion of it , tothe Canadian

Pacific._ ~

26 .` There is no possibility. . , . of fôrmin ;~ a- new, commercial 1 1.the three railways. Neither the 3 fesican precedent;~ under :which~=~the Government~.~r , . . ., .y. _ . . ; .
becomes a majorit~ shareholder, nor the ; New York Subway precëdént; ùnder which, -.the public authority shares the pro fi ts with the private -shàrëholdér, ` is applicablè .tothis case .

27. Having come , to the' -'conclusiow that direct ownership and 'operation by the
(~overnment is to be avoided, and ' that-ownersh l ry 'p and o eration bp y •a commercialcompany is not possible; we:rècommend that a new public\ anthority, a Board, of
Trustees incorporated by - Act - of Parliament , as the" Dominion . Railway:
Coin an " ,• r p y and ;that the" Canadian Northern, Grand Trunk and Grand .. TrunkPacific be -transferred to xhis . body .

28: We recomménd'that the Govër iiment assume responsibility'to the-DominionIia:ilway- Company ; for the interest -on thu` existing securities of.-the ` trarisferred com= .,, .. . - . ,u.
t , anies. . ' -

29 . -We . recommend that the - Intercolonial and National Transcontinental be also

34-- NVë give reasons for . concluding that. railways are not . a proper , = subject for °

iM1

transferred tô the Dominion Itailway Company, for reasôns .whieh we givèhereafter,
30. We récommend . that : the

_
whole",'of the% Dominion RailwaysI-- be opératedby

~.. _ -_ ~ . ~by, the Trustees as one, united system,~ n a commercial basis, undér théir own
=:- politically undistürbed management, on,, account di,. and ' for thev benefi t of, the 'people of Canada:

We .recommend that 'there be fire , Trustées, three railway members, one mem-
ber selected on+:the' ground°of , business : and financial-experience, and , one as speciàlIy
possessing the con fi dence of r"aihvay employees ;` that' thô original ' Trustces be nnmed: A in .th'e Act constituting the Board ;-- . and'that their tenure of office be substantially the

-, samë ; as_ that of judges of the SupremeCourt. ,
32 s We recommend that the original Trusteesretire after 3, 4, 5, 6, 7 years, respec-

tively, according to aprescribed ' scheme • that the3' b'1be~ eli blé for rea~ ppointment; ', and . `that all appoüitments subsequent ' to the original statutory appointments be , by ' tho `~:
Glovernor Qeneral in Council .on,the nomination of, the Trustees themselrës .; . . . , . - . z . ,.. , ,33 . We lay stress on - the importance of the Board being non-political, permanent,. .- - ° . .~- .•,- . .and : self=perpetuating ; and ' in this connection point to the experience of . the Aus=traliàn State Railways :,Ç ,~ < y . , . ... . . '

. ., . . -
_

direct~Parliamentary'control . -11rc 'poiat to a general tendenëy`in modcrn democracies
4to withdrüw certain sùbjects'from this control. And w' ô show that under Parliamentary .contrôl the general interest of the whole cômmunity tends to be subQrdined to the
rarticular local and individual interests.

35. We recommend that the authôrity of the Railway Commission be extended tor ,- . . : ,. • ~ . .inelude the Dominion Railcray Company's systcm . :. . .. ,~ , .. , . , ï .
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3 6 . W e give the reaéôns for our recommendation that one of tho Trustees shall . Ge

appointed on the broud of his possessing the confidence of the railway employces. .

37: We recommend the transfcr to the Trustees of the common stocks of ` thé: _. ,- - , , _ . ... .- _ . . .
Canadian Northern, Grand . .Trunk and- Grand Trunk Pâcific subject to certain" con-`- :
ditions and reseivatiôns ,m-adé~ héreafter .

38 . We reco{nmend the . transfer to the Trustees , 6f the Intercolonial and Nationa l

Transcontinental Raihv'a9s_for reasons _ which',welgive hereaftér. ,;-_ . . , _ . ..,..:4 . -. . _
39: ~e deal with the question . of the compensation' to Canadian-Northern ; share-~ . . ._ _ . ~,-.

haŸe misappropriatedholders . We fizid ~the charge that Messrs . l~â,ckenzie' and Mann
.

. ,
public moneys unfounded . We find:that thè .G`anadian`Norther -n shareholders possess"a.
system ofwhich th lines arewèll located andeconomicallÿ constructed, and that -"theÿ .

: . _ .- _ ._ ; . m . .
have rais. ed the necessary money with considerable financial skill and at moderate rates

of interest, but - that they erred in unwisely dnplicating ° lines and reaching' out into

unremunerative territory :
; ;

.

40: We recommend'tliat the question be cônsidered whetlier Canadian North`ern

shareholders shall be permitted to retain a . moderate proportion of the $G0,000,000

sharés which
: ~
-they now- hold ; "that the precise proportion,` if any, and the relation of. , . . . _: -

that proportion to their share of any future pro fi ts of the Dommiôn Ilaihvay Company',
be flxed by-arbitration .

41 . We recômmend that the entire share capital of the Grand Trunk, guaranteed, '., .__. . . _ .. .
,preference~ and ordinary', be surrendered to the Trustees in `eachange .fùr an"annuity,_ . , _ ,. . w . . -
based on a moderatè bût substantiâÎ proportion of $3,G00,000, the average sum' p~id as

dividend, in the last -ten years and that this 'annüity should incrèasé by 40' or ' 50 pe r
cent=.after ,tthe, first --seven° years .,_ . . . : . . _,, , - . . . •. . . . .f a

42 .-We recomménd ' that the precise fi gure be fixed by agreement and that it bé left °. _ . . ., , ._~ ,_ - . : . . . . . ,_ .~ . .
- to the " directors of the Grand Trunk Çompany . (1) . to : apportion " the annuity ,simons, the '_ __ . . ., ; xt -•_, m~._. . :. , r ^ ï.five ' classes

.
of . Grand Trunk ' shareholders, , and (2) t6 ,'procure such assents of , their

shareholders as are legally required to complete the .transfer. •. , ,r .. _ . . ,. :
43 ._; We give .,reasons , for cônsidering " tfiat this'recommendatiôn is generous to the

Grand
,
.Trùnk shareholders, and why, the shareholders.- in their own interest will do

well to accept •it .
. i, ' . . - . • . . . . .

. . . r .

44 . We reco'mmend thé transfer to the Trustees-of the National Transcontinental,` ,
inorder that'it maÿ, take ' the place it was built to- - take . as part of a gréat inter-ocean', : . : , . ,.~
highway, and' bècause its - fi nan.cial position .. wR,uld

:
.be , hôpeless

.
'if it terminsited

. .
in a .

dead' end * at Winnipeg. '

45. , We r .' : ~enecommd the ' transfer . of_the Intercolonial : ,, (1) in 'the interest of the
~aritimë Provinces tô whom the Intercolônial at present can only give a local service. .. . ,
with no âdestuate~°terïninals bé9orid ~~fontreal ; (2) ` in : tho interest of the taxpayér.- .
who has

.
a
.
~ right to, demand ~efficient'and economical expënditure of his

.
m-oney; (3) in:

the',- interest - of the'' railway staff who will secure . the wider opportunities of ' a great. . _ , . . . . , . ,. . . . . ..
system :

. . ., . ._ . .
46 . We recommend that in future ;the.Intërcolonial be reduired to pay local taxes. , , _

on °the'sâme basis`as the" other railways ; ând'that the tinhabitants'on the lino receive
• r - - . . . . .. ` . ' q . . . . . - . . . ~ . . . . . . :. + . . . . ~ 1~ , . '~ ~ . = a " . , . ~ ,, p. . .. • ~ . . ~ ~ ~

statutory . protection. .against :increasëof "local railwap'rates.



SESSIONAL PAPER' No . 20 g

1111%V111G LGUG114ULG~7•• ; . „ . , .

undértakings,` :(2) getting in -- rriinôrity holdings of . sharea and outstanding titles , to;,land,-, (3 arrangement with - the holders of Canadiari Northern 5 per ,èe~ït Convertible. . .~~ ~ 1 . . . . . ~ . . . ~ -• - ._ _ -
. . . . . i . ., . ~.

47. W e make recommendations tts to (1) , non-railway,propertg of ;,the transferre

48 . `lVe deal-with_ the . legal position of .the Trustees ; and point out that theCana;-
diàii Northern, Grand , Trunk and Grand Trunk Paci fi c companies ; will ; continue to
egist ; and that conseqûéntly the rights of théir ,security .. holders will remain` undis-_ :,- : , . . •
turbed. _ : .

50 . We deal with the finances of the Dominion Railivay Compâny, and point out
that the Intercoloniâl, with no bonded indébtedness; has a cônsiderable_net rerenue, and~. , ..offers :securitÿ - on.which new capital can _ be, raised, -Wè recommen c`l thëY -creation ofP. General and Refundin

;
Ifortgage of . unlimited amount, to bo issued as required .

that _ . . , . ., . . _ -.51 :-We recommend ththe Act of Parliament provide that the"operatioiiof the
Company shall ;be oii ' a çolmrriercial basis, and .that the Trustees make no general reduc-~ . . ~ ~.

53• rWe have ciideavoured to , estimate .the unnûal` liability of the Government to -
meet interest unearned during the first fetiv sears .of tiie new scheme, and Fe put . it at
about $12,500 ,000 per annutn. We think ibis, amount Yshould diminish stQadily butnotAoivly ; and that w ith proper ééoiiomic , and politically, undisturbed `managemen t
the ottzinmentof a satisfactory financi al_result"is .only a ` qüestion ôf`time.

_4 9.- We recommend that the Trustees take o ver each railway,as soon as the transfe r
can be e ffected, ,. with the purpose of_ ultimately operating them all as ' a single unified
system :

-

ton , in, rate s
52. .We 'recommend that there be. given . to the Trustees y tli e.management of their property .- - --~ ,f ,

operation.

55 . We 'recommend the enlargemént of the functions of the R ailway Commission ;. . .
thüt it ha~•à jurisdiction o ver . all Dominion Tlailwaysand report to Parliament on nl l
proposed grants of cha rters,i subsidiE'3~' and g UAra21tCCS : .

. . w5G: We deatwith the conflict of Dominion and Pro v incial jurisdictions . We recom-
mend that, to~prerent this inj future; the Gorernor in Council should in .certain cases
disallo w Provincial Acts, and that '. no rùil«aS com P ~an , should oreratC under both
Dominion and `Provinciùl chnrters .

, . . . . . . . ,54 ZVe give specimens of the large- economio5'Rhich `should - result froin combined

.57 . We recommend that there be a' continuous public audit of thé'Domini o
Raihvayx accounts,~ and that °full, and comprehensire % reports be, made annually 'tQ. ...r ,. , . .

~~~ -~ ua~lYAi11Ci1G•

58 . We recommend thé establisl iment of Railway Councils'to brïngtôgethér th e
`.,,jall~~ u,Y ,inanagement sinct , representatires of public :.interests.

59: We point out that the etisticig e railwaSs àre in excess of Public requirementsa nd show liôw much traffic is required to make a railway profitable.
60 . .We .•show that the cost of hauling grain to thé station is sometimes as great

as that of carriAge from the station to Lircrpool;nnd recommend that the question ô f, ♦h~gh ~Tay'improrement and motor haulage be faken into consideration .
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61 . We recommend that ; future ; expenditures on the Hudson Bay Railway be

reduced to the lowest possible amount. ' . ~ ~

62 . We point out that railway rates , are much more likely . to rise than to fa ll , in
the immediate future .

63 . And finally w e la:v stress on the necessit_v for immediatè âetion°lest°Can~d â
~Ehould suffer from railwa y . congestion even worse than'that ` of the - past winter.
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This Commissionwas asked to report upôn - the .general problem-of transportatio n- . . :in Canada.;,_ Several - subdivisions' - of ',the subject quite ; naturally . suggested thém
selves, and ; were made a part of the problem to : whicfi the Commission , was reqùestéd
to give attention., ractlca y all of 'th ie'subdivision , s" hâv e received cônsiderâtion,
but the general problem is =essentially a - question of ^whât,to do wlth the railrnads "' of. . , . _ .
Canada ,.- To a °ëonstructive solution of this important problém; thé Commission has~. .

~ 1- . _ 11 _ _ _ •
.. ' . : ' . . ..:

... . - ' . .

gi~tlil ILS MIL,eutiI(Irl_ 1 "11 ~ _

For : à proper .' understanding of ' the . problem,`; a ; knolcledge is necessarp:- of the
' history , of railway ' dev eIopment ~ in Canada, éspecially~ as affected by the public policy,: - . . .- . .

Canada - early recognized that , its growth .depended upon'- the construction of

schich has found expressiori in . gorernmental _ acts :

railways: ~~ The largo productive' . areas of . the country-, could be served onlv'An aum iLea way Dy its splenala system of waterways.. ._ ,
Even before ' the Eastern proyinees beeame united into jhe Dominion of Canada,. . , . _ . . _, . _.

the, }Grand ,Trunk -had becom,e an, important rallwa line svin ~ thep° ~ ~ S, V r P~Ple both >
of . Canada and the United . States ., The • Intercolonial, as , is well known, was . con-
structed out of-public funds; - und largely for , the, purpose of bringing

-
more !! closely

together, commercially and politically," two more or )ess separ~itéd : section. s of the. . . 5 - ~.. Dominion . , Long ~ in advance - of its - justifieiltion ` upon . a commercial', basis, an . all-_ - .. .
Canadian` transcontinental l ine was,'projected by the . Gorernment " and completed -W1 L11 . eaTenslve uD11c ala by , a private company as the -Cana411an Pa.ciflc.

Because of the grcat distances which sepârate parts of Canada's producinsr terri-tories from the colisumers' ~ markets, derelopment of the - country's resources depended =
upon - railway building, while cheap transportation was neç q ssAry : toènable- the people :
to competewith other producers ' , The people of Canada, tlierefore; gave such aid as '
wâs necessary tô procure for themselves railway . lines that «ould brin9 the countr
resources into use and l:cep thémsclres ` in touch with the'a outer ,. world.-~ . .

r` l,""„ `'-n depends upon careful investment and' efficient, management
.In the usual-case, these are most likely to ,be found where private, initiative and ,

proper inçentive to effort are tmploycd . Sojar, Caniida, for the most~ part, has pur-. -. . , . ._ .
sued the polics, of leaving to, private enterprise the management of its transportation
machine

I
_, . . . .ry

. The Inter-colonial, tvhicll lias been under governmental çontrol -"since its
beginnin~, is tïn ercePtion. But this line,I' am. informed, üsually pays ' nothing tothe Government as a return upon money - invested in the properts.' On the' contrary,- ,. . .it,,- has frequently called upon the Government for 'nid in meeting expenses of opera - "
ti 1 1. on .' . .The .investment , in this li11é is! large, some 'nuthoritics ' placing. it as high as. . . , ,.$.348,000,000, including loss' of interest . Evidentlyits . rates are, too low or its 'ex--penses are too high, but the use of this line, at the r a tes ënfôrced, is regarded in some
quarters as a right of the people in the 3faritime Provinces . Jf the Canadia'n people
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have ever made an abreement, .or, adopted a policy which :may bé constrùed`as,creâting. , .,. . _that right, the contention may,'be correct,, itis, at,anyrate, iwithinçthe pôwer of Gov `
ernment tb='grant such a privilege. . The fact is referrëd to `merely to -point out :in'
cannecfion with : what I'shall say; later that ; â railroad inay'be built -either , âas â com =. . . . . . ~

.. .. . . . .~ .• . . .- . .i- . . . .-. . . ~ . . . . - ' .. 3 ^ . : ', :
_1 . . '-. . : . • ti . . . :s .

. . ! :. . .

mercial' ënterprise and for ordinars" commercial . purpôses,,or '-'fis apublic~- ' 'urider-
`

. 1 4 " :. a

.._. i. . .

taking and Ar other
2'

ur
i' oses! - which are within the`proper scope ô f Government.

The -' two , slhould not be confused : I3ut. - , i t should bé'; kept in ' nünd that
when Government builds -. and operâtes ; z rzilway,` which does not pay its way,. . - . . ~ . . _ ._ ,
including • proper maintenànce ;ands intérest upon investmentj' taxation- is relied_ Y . ~: . . . . ..~ .

n . . . :ü ♦upon .to support ',transportatioiT_upo-that line . The Uurdenis shifted~from,the user . '
to the . general public, but the proesses by wliich`this .is done nre'-ôften :ryo compléx as
to ,obscure the' f acts; and actual côsts : are rnot -âscertainable.

The - Canadian Pacifie affordsa Iater , eramplé.ôf jhe iirternal-devclopinent policyi, , _ . - . . . . , . . . . . . ,. .- , .. "- , . .,of the Government .' That' road=had bebmnm;in a'transcontinental projéct that
wag proposed to _ be carried , out - directly by 'the' G overnment . At: an carly date,," ând. . . . .:.- ~ . . ._
it seemsto me wisely, that-purpose was~altered, ;it` }vns decidëd to have the- road t com-` ,
pleteëL by ' â private cômpany.' But the uridertaking was •lnrge, the population{"sparsc,ry.r ~, .
the" prospect of profite`remoté ; so °thatthe Government . 'not only , turned " o~•er; to the '-. , . . . ~ -
company~thé,uncomplétéd roid ûpon` which-it had expénded - a Iargc sum, b

.
ut It also~ .. . . ,,. .

ex - •,p y henerous aid i n t.tende,-d • to the com an~_, . ". , the shape of land'grants ; cash_ subsidies,
guarantees and loans. ` It . is true that valu, . .~,- j e was giveïi to = the land srants' largely
throügh` the building of - ther~ad and the - opening of the " territo'ry to settlement . -tjhe ". . .. ,- . , .,_ , , e .
important point- here is ahat : the -Canadian . Pacificr

ti
o

.
wes -~ its later and continucd "sûc- -.. _ . : . , , . .. ., ..

cess ; not only to the skill an,d enterprise of its builders and managcrs; bût to the fact~ ., . .
that ` through liberal direct ' aid, it ccâs able , to begin ; business : with n small' charge~ .
a gainst its : earnings on account of borrowed capital` Thûs favourabl3• stnrted ; th~~. .. . _ . .. . _ . . ,
cômpàny was able to .° devote

.
its e riergies aiid surplus incomo to the development of •.. . „. .,~ .

the road 'and` the country, . _ .. . . - : ,- . , . . .
. ; A ne~y .transtiortatiôü problem a'rose with thâ sëttlement of thè'PrairieProvinces,-, ,

where the land is devoted chiefly to.'raising grairi and lire stock . Owing
,

to, the` long ,. , .- .- .u
I~auls that intervene - between -, the producer and corisumingt markets, .freisht

,
charg es ;

absorbed-aconsiderablewpart ôf the - proçeeds.- The -Grent Lake3affordedthe lcast ex- '. , ,, . .
pensisp route to the East and tidewater But_these lal.és are open only part of the year,
n.nd, navigation .closes before the season's µcrops can .be moved from the lake ports . With~ , .
the fi lling up of „the country `.atid consènuent increase in' produ c tion ; came - a `generAl
demand :for additional :meàns ' of transportation : , While-land speculntion ° probably had. . ,
nolittle influence, the farmer félt the effect üf insidéqüntë facilitie3, and, any project

. , ;.. .v . ., : . .. . h . . . . ." .: , . .-~ ..

that
• ' ,. .. .

: y . . . .

promised relief ~ippeârs to have fouiid approval ' among C itizews who were able,_ . . .
, itlhrough tlieirYlegislatures,'tô bring public aid to the derelorunent,of thésé enterprises.

Railroads, therefore, "wero not ofly acti~'ely in Ademand, , but railioad builders - were.. . , . - . . . w . .
populâr, and had little or no diffieülty' in obtainin g . , ~~ublic, support forz proposed uew
lines.

~1 .The Canadian Pacific stood as an example of suecess to bo rëpeated h by new er
railwass.' Unfortnnately,i too little attention appears to hase ` been ' - giren to the ,
ùnderlying , facts which . actûally made, that road . what it was. Experienced
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men apparently '. believed that a second Cartadian Pacifie might . be, had . if they
~ - .could ., but ay 7 a transeontinental road, - build : great liotels, .~ pâssengér , terminals, . and. ,: . s, . .. : . , ~._, .. , : - . . .. . . - .. ..:`. A w .;

. ; . . . .operate ocean - steamers These things - zvere oftily : the outward;'evidence and not the,
cause, of Canadian qPacific's prosperity., Â It may even be _that • they contributed : littl e
to the stréngthôf that cômpany'sfinâiicial"condition ; if Auë;accôuiït:bétaken ofall the
costs, investment as well0.âs operating, involved in carrying'on, such ente rises.-

In 11iay, .`19a3, a ,Royal ` Commission, of - Trans portâtion, of which Sir William
Van. Horne~ was ëhairman, -ivas "appointed "to consider, ., . .y . questions affecting transpôrta-. ~
tion of-, Çanadian products to- the markets of . the : .wôrld through ail~l by . Canadian
ports . with a•~Tiew- of placing the Canadian«

,
producer in a position . tocompete, and

eompete - suceessfully, through ,' àll Canadian ports ' with the' producers and egporter s
of other countrics" . The report of tlus commission Jis-interestiùg It aclearl,g réflecta .
the effect . of : the outlook- :`.' which great _4 opportunities and -.- a , land ; boom had . ûpon : , the
minds of the people, ., All kinds > of , t ransportation projeéts weré- recommended . .-For
instance, the Grand Trunk Pacifië ~as,to be extended-to-lltoncton ; thè, Intercolonial-. . . . . , .. : :, .,. _ .. :was tô bo extended - to Georgian bay,ïetc: - New ' canials .were to be built; and . old onés.
widened and dëepeiied: Thiscômmission'also'recommendéd a bounty for Canadian-_
built ships; toll-çaempt canals,'` additional :_ waterways to be .opened at public • égpense,
and jhé, acquisition of crater terininal lands out . of public, funds . . In . other, ,words ;s -it', . . ,
«-às clearly the intent that transportation .should be "stimulated by~sutîsidies from the
public tre;

, . . .0.~ - _
It would' now seem that there - could . not have Uéen sight ' énough traffic tol

justify the estensi~ e ïdevelopment here recommended '''.11, oweti er, niany of _ the things, , proposed iii this report_ havé been doné,` and, other ambitious scheïnes not here~ men-
t ioned have_ since bçen brought' out. The point - in mind is that ~vithout making a. ., that .. ,. .specific cleclarztion' of the fact, sis' far as I kuo~v, Caïiada's policy fôrr yeÂrs appears

:"tô have bëento -proinote ; the public wëlfâr ~ by m~ans ' of building or - aiding" .in the,
buildin~ of transportatiôn lines throughout 'tl ►e Doiüinion .

It is unfortunate that CanAa did not havé ; iA icy of rëdulatioii in this period _ '
.w ic cou d lia~e prevented néedless duplication oflines ,nudf~icilities . Competing- .. .>, ° ines iave een built whero effective regulation could have sared a large part of the
- investment , «hile completely satisfyins e very reasonable and proper ; need for ' servicè: :
Instead of co-ordination and coziservaitioii under K ►bovcrnineiit supcrvision, railwây s
were perinittcd to dupliçate ' plnnt in fields not yet: productive euough . to support ;the
one ; tlïe° Goverûincnt, , on the-*othcr lia~id, ~ras, in one way or, another,' aiding both ,, .., . .proJ ects,if it had not indecd itsëlf proïnoted°either'or " both

_
projects. - Very

_
na

I
turally ;-. . . . . , . _it has not and , could, not have obtained the benefit which should have followed 'a

commercial sûecess bèforé capitnt ëan be' induced to come ' in and ,'give it support. . To -
the absënce of such resulation .must bé charfied . : ;, ~ „

. . 11 1

. . _ , . . :correct, programme of'government aid .a The policy of government , a. . id `ïnakes tho+neèd
fôr regulatioii of rAilwny building more necessar

.
s• even _ than `where private capital .is, ., ., . •_,- ,8

depended upon,' Rfor in tlie R l~itter case the proPosal must ' nt least have a` promise of

, raii7ay problem s of to-dav. *
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We may well inquire here as to the effect of this policy upon the three principal
systems. The Grand Trunk Railway Company, feeling no donbt that its own traffic
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 fQr the public good, it did not find
public expression in any constructive way. The Grand Trunk Railway Company
cvidently 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 since
an early date had been operating local lines .in Manitoba,, seized the opportunity
afforded 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
;prairies before the projection of the Grand Trunk Pacific ; so that when the extension
plans of the Grand Trunk became a part of the national pôlicy, as they did become, the
Canadian Northern was added to the number of those who wanted to own a transcon-

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-
ateiy.

an .po hcaly, 11; was carrmed far beyond the limits warranted by the original exi-
gency. It ap~1ears to me that the responsibility is as much the Government's as the
private compafiiès'. Without enabling legislation and the extension of Government
credit from which all 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 some

aid to railways had originally been founded on the urgent need for transportation to
open np a new oounty, to develop its resources, and to unify Canada commercially
a li

construction accounts of the new roads.
`~ This brings as fairly to a recognition of the fact that while the poli of nbli

importation of so much new capital not only created a boom, but it quite naturally
affected p~rioes for labour and materials, sending these soaring ; the increased
prices in turn ôontributed-Iargely to the higher costs which are now re.8ected in the

~1t investment .

The Canad"iaa Pacifie,, enjoying splendid credit, with adequate powers and re-
aonrcea, and keenly alive to the possibilities of losing business to competitors chal-
lenging its supremacy everywhere, then entered the eontest `by understaking to build
new lines in an effort to . protect its sources of revenues.

The stimulation . felt throughout the country by the influx of settlers and by the

adian Pacifie- Henoe, 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
as for coniiecting Eastern . and Western Canada, was already occupied . -Besides having
the Great Laies waterway, there could have been barely enough business to support
c ne additional line, and Oat only by the exercise of economy in operation and prudenc e

_. tinental system and one .as .fully complete and self-contained as was that of the Can-
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The situation must bé faced as iteaist. -It is not possible 4o ; undo ,what has been
doue; the money whicli ha§.been spent cannot be recalled., Théimmediateand:obvious
thing : to do is to adopt- a constructive ' and , discriminating programmé, first; Jor cor-. . . . _ ., ,, ,.. . . , ., _ . .
rectmg < the conditions < which necessitate continuing loss :, and', waste;éven

-
whérè that

would require thé- abandonment of useless • property, and;: second;- for controlling new
,construction. The scrap"heap is • frequently the most eéonômiçal disposition avail •
able for inefficient plant and machinery.- . , _ . _ .

Status and .IIsefulness of the .Three Transcontinental R.ailway . Systems .:~ , • . .. _ , .
The Canadian- Pacific * Railway System ;
The Grand"Trunk Railway, System, (including the, Grand : Trunk Railwàr,

the Grand Trunk'Paci fic Railway 'and'their several brànches) ;_ _ . -. . , . -,
The Canadian Northern"~ Railway System . , .' '

The Canadian Pacific,Railwaÿ- is éssentiâlly' self-contained and self-sustaining :, . _ . . . u .' . ~ .. .'~ . < ; ., .
I<agreé with my colleagues as to' its finnnciallÿ strong positi~on . It - has . world'-widë
commercial strength. -`As a '~ result of the aid

.
and privileges extended by ' Government,. - . . . r . . . ., 'V~- . . . ^- . . . 4p ,, . . .. . . , . . . . . . : . .. .

together withti the prudence and ±progressivenëss' ôf its management, which has eztend-
ed its field of activity over nearly all Canada, and throughy its steamship'linës and
commércial organizations throughout a large part of }the world, it is a:success :

The Canadian Psiçific is'.well built, well maintained and'has , adequâte terminals- . . , . . , .♦ , . . . ,
and equipment. -' It is efficiently ôpërâted . ,~, It is somewhat at a`disadvantâge in_cross- . ✓- . . _. . . ; . . . . . . . ,
ing the mountains, ' ûnd,elsewhére it h .as,gradients'tliat, compared `with more recently
bnilt lines; do, not make for as good trainload" and operating effieiently. It is assu-'
med that--the Canadian Pacifie wi ll : make improvements `s the need for , them arises,
for it is fully able to do

I
so: .-' .

.Accorded ' reasonablo treatment,` that ' company ;will continue, I ; am sure, to give,-good service,' and 'I ; bélieve ~ the best interests of Vanadâ will be served `by continuing _`
the prései~t status of the . Canadian Pacific . 'Tho introduction of .Qovérnment railwa

y competition,which m~•ght .,hare no . régard for ' ,iuvèstment . or cost' of operation, 'Would
be ùnfair and, in the énd, would react disastrously upon the YCAIIadlan"peoPle, ''TheJ~
regulating . power , affords to the people of Canada udequate .protectiôn` in the mâtter. . ; , ,. . .,
of rates and services, .and such ~power should likew ise proteCt,thé company.

THE GRAND TItU :iK'fiTSTEat. ?

~- .-ThQ fortunes of the Grand Trunk Rail«•aÿ'Company are Ybound -up nith the -
Grand Trunk Pacific. ' It stands, as guarantor for large sums of money invested_i n. , . . . _ .the "railwas, and has adyanced millions from its owii resources in an effort to develop
the western line and its subsidiary properties . The Grand= Trûnk Pacific Development. . . . . :Company has absorbed man "y millions of Grand Trunk capital without definite pros=, :
pect- of return ; and, to the Grand Trunk Pacifié ' Brànch Lines Company large con-
strüction advances have beén madé. Not only is the Grand' Trunk committed for
manÿ`millions' but theGorernnmént hasy directly in vested large sums of money in this
propert and

. . , , , . . o , .
y guarantees; other large sums, the total of . which excceds .$1 .,7,000,000 .

II
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The Grând Trunk :Pacif.~c was locâtedon a scale that would do -'credit to anyy

sinble-track line: T,here as ., not enough business, to -justify_'such an outlay, and `; tho. .
prospect forïbusiness' which will warxant the cost seems qu .ite . remote . For .. long - dis -
tances; ,sections of fins line;paralleVone or . 'more . other Jinës. ,~ . . . . . - ,
~ That pârt of the Grand' . Trunk'Pacific,lying between the-I~ocky mountains and,
the . Pâcifin :coast is a "countrY`which -a Ppe " ars to have{abundant natural resources .. ., . ., .
In time, thesé, mâÿ. be deceloped to' the advantage

.
.nf this road ._ . . ,. . . r

The port of Princé: Rupert is" suitéd for, 'a large ocean trafiic, which is non-:: , , . _.existent The `deveIopmeut'ôf. Alâskan trade,seems to present the most i m
-

mediatë

question as to whether the Grand Trunkk Pacific.=line is riot tliê best adaptéd by;loca

Grand Trunk Pacific rQilroads to~ether can . givé efficient sers ice` as a conriectin~ . link

large4part {of its fixed cha rges, which cannot be said of the Grand Trunk's °system west

possibility for̀  thisportand , railwap. . . .. J' . ~ . ..~.r .

The:; road ~ west of W innipeg has soine disadvantàbes on account of expensive
trestles and instability bf"enbânl.ménts It has good grades,°but inàdectu~ teterminals. .. .: . . ~ ,. .
at important places : It has sufficient equ

,
ipment

.1
b

.
at lacks feeders:

_From the Rocky moûritains to ~Yiniüpeg; the `nresence of parallel road arises a:.,

. . . _ r .4
tion and physical condition"to handle~+the, trunk-liue,traffic .- .If it is not . the best, then~
the disposition of this p'art of the roàd, with its branches, s naturally, depends _

.. •
upon its

usefulness as a"road serving'local interests.r . .. . . . - ,. -_ ; . . ._ . ~ _ . . ,
:From Winnipeg east to '~~7orth Bay nïn,and -Port 1lrthur, thé Trauscontinentâl and .

betwëen- .tlie .raihvsys of, Fasternr  and -Western-'. Canada. This road also affords, a'. . . ~.o . . . . . _ . . _
goôd .linë for traffiç moving via the Great Lakes. In; fact, itR is probably the best
route of any for haulirig bulk'coinmodities at low costs. ., . . 5, - . .,. . . _. ,. . ,. . LL

0fficéis of = the Grand, Trnh- Railway Company claim ' th :~t the Government. _ .. ,
is 'mora lly. .bound to : relieve , th .e, company. of the Grand Trunk '`Pncific, . .beeaüsc the
Government is f, responsiblè for the failure Of the : project, harins -permittéd ' a'rival=,. -" . . , a t , . . . . . _ . .. ., _ . - , . :,
eompany ; to enter thé-field. Thé rival lin ë, ~hô~rever; has

"
been constructéd ât a lower ,=. . : . ._w " . . . . , .

cost per mile, and_ munages to get enough trafl'ic . to pay its operatin~ expenses and a

.. , _. .,., _,; . . . ., .
of North ; Bay. `I feelF that I, am, not' called upon to-discuss: the : merits of the Gr'and - ;_ ., ., . ; . _. ,
Trûnk's „claim against `the : Gôvernmèiït . I= have no doubt the Govërnment has robserred. . .
at least the letter of its contract. • .

Standins -aIone; with' efficient,; operating conditions imposed, there is no reasori,
within m~. knowledge, why the Grând .' Trûnk , RailwÂy proper should not become a
profitable operation. It occu ies a t,, . . , .p ood `territory, * reaching some `of the best , traffie,_ . .
centers in the United States and Canada; and has American connections .that ought to.
contribute .to' its welfare. The company needs terminal" improvernents'. in : cities and'- .'
modern equipment, especiallÿ; locomotiies . The_need for,,equipment is pressing, , an

d s.
houla •t

..
be met.

THE CA:\AD[ AN N oRTII~B\' SYSTEM .
_~ . The lines of theCanadian Northern, particularls . in ,the Prairie Provinces ; appear

to be advanta geousls lôciited in ;viéw of traffic conditions. Înspection of the property
brings out-the fact .that this road was built .ivith .proper regard for economy, and the. _. ,,.
creation of a -

. . , .
; . . ~permanent public service utility. ~ t_ .
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In some instances, the: system has extended its lines where it should have . obtained
a traffiç interchange agreement orïthè joint use of faéilitiesinStead .at least^üntil the, . : , :- . . , ~
traffic . hàd grown enough to jüstify fürther -expansion

-
; W Ypublic pôlicÿ' intended , to -, - _,.- .

"dévelôp and serve., the country,_as a whol . e; at the lowest , cost; would ._ havë" enforced
arrangëments .which would hâve ôbviated"the needless dü L~lication of facilities.

The line fromYellowhead pass to Pâncoüver, in part at least, may be unnecessary~
but it , is theré by the joint â.etion of Government and the compâ.ny. "The charaeter I and~ . .capacity of this lirié through: the Fraser River canyon, canyon,,where : it is 'a ongside the Ca'1-, : . . . . .
adian :,Pocific for -about ' 200 miles, 'wouldŸ suggest_` that no more mo _n

.

. éy should `be _ spent, .
for - double-tracking or' revising - grades : on -either of thé' railroâds = for yeârs to' come .
From Yellowhead pass to' Edmonton ; . the proximitÿ of the, Grand Trunk" Pacific places
two lines where-oné affords abundant-câpacitÿy. `; - ~

The , invasion of ~hQ East by 'the Canadian Northern now appears to have been
unwisë, bût côndemnation thereof must betempered.with a knowledge of the conditions,wlüch forced hi~ ,

. __. . .
'~ ts` èxtènsion:. Theré was a püblic`'démand for railroads: All ~Cana.dâ.

~sas* enthusiastic - Over the prospects of 'a Y rapid ~►rowth` . in - wealth . aiüi -pQpulâtiôn.
Railroads 'were on'. a .competitire . basis, and the ' public ; stood ready to liack` any newi
railroad enterprise, since :that meant` r rival carrier, and, ;. incidêntally, ' a riew' business
in . construction -,Therô 'was no regvlation which enforced co=operation among riva l,~ .~ :, .
lines. The Canadia.ii Northérn, seek:ng - to `expand and become :a pro fit earner, quité. ~,. ,- . . .
naturally'désiredto get all ' the traffic it 'could, and to liold, :âll it, 4ot`for-aslong~â '-, ".-
liatil,as possible: As a result, it undertook to dô whatappeired to bo necessary und©r
the conditions th eii existing-that is, to,extènd its :line' to . both` ocea i

An ' inspection' of tli is eompâ ny's propërty shores that senerally it is of a type
of construètion ~well suited tQ its neëds,-aüd that the builders have ` installed . it at â.'
côst which, , by comparisonseerns sïnalL ,~,'ow licre was = there p evidence ~ of waste 'd in -
the -construction wôrk itself. is truQ that ':the çompany . had f som© construct'ion "
tinder , wzs; orV planned, that appeared wasteful because unnecessa ry ; Ùut this is
l ûnderstand, ` to - . the . unregulated coinpetititi ô- , systein;: or to barigaiiis ,irith .' pûblic, , v . ,. ..-. ; _ . • , . ,
authorities. '

:'. The-building ôf expénsivej terminals in cities already supplied .tirith adequate `
facilities a ffords an éaaniple, of . duplication ' for - which the ` publie" : must erentuully.". , . . - . . _ -,
Pay. However,, iri the ,-absençe of : restriant and reb*ulntipn , by ,_ civnsisten,t 'public
authority, ° 'it is . difficult to - determiiié how tthe"cômP an.v eo' a: ruld have 'avoided this _:_t - . . °
. _ ..~. . . ; ; , _ . . , .. ., . _

The precariousY financinl - situation of rtheCanadinn- Northern As due, in part°. ., .
. to its uncômplëtéd condition; and to the fact that .neèded'enpital cannot be obtàit~ed ôï z
its ôsvn , resources, "es pecially 'during the period when',cupital° is sô greatly in . demand . - M
by powerful gorernmonts. .. . Thissyst+eni is not at present able ' to çarn, all of it s fixed. ,, .u . . .. t
chargés: As important parts - of . the ssstem h

~
have 'but receritly ~ emerged from the. _ . ,ë , .

construction periôd, . it would be truly. remarkable if it wére able to do" so. It dôcs,
earn â Tery ` large of such charges, . - . , . .. . .~ ?'fi proportion , : and probably- could eàru all of ; thém

11 but for the burdeti' of eastern extensions and duplications that have boen placed upolï N
PracticallY , all commerczal' enter rises .. and ~P , partic ularly railroads ;" must- - go ..̀ '., ,. . . . _-through a development period'-. . _t . . ..
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The Canadian -Northern', is 'short of e~luipment . ;With :th'e return' tô nôrmal côndi
tions, and provided with` the capital necessary for ëqùipment ând for additional local
facilities; this road can, in m~ -judgmënt, work its~ way out

11
in a reasonable timè:.. - ~ . - .

Reorganization.

_We âré asked to make snggestions in rard to "the reorganization of,'any. of , the~ , . . . ,
said railway ,systems or the -`acquisition thereof by° the: State; and in the ` latter case,
the most_,e$eçtivê system of operation, whether in conjunction with' the Intercolonial• . . ., . . t: . , - > •. {Railway ~ or ôthérwisë!) , . ~

The'first practical question is,,therefôr, the need . of reorganization of any of these• -. _ ,
ttiree transcontinental systems, the second is whether they should be açqûired .by the
~tâte and the third is:whether the status of thc Intercoloniul•can be changed ; and, :
i f sô; can the : road be advantageouslÿ groüped with ëither of the three systeins .: . . . . : ~ .-. ï ,._, . . . ._ . . .

In sùch su.• ggestions as h shall ' make, I ' am influenced by consideration of. thèy publi c.. . a4 4 + .
. . -. i. . . ' - 3 . r . . _ . . . . .. . . a y _ .. . . . .- .+ . . . . . . .. . .r . u . . .e . . r . . . . ., . - .policy as evidenced by past governmental ucts. I further"assume that the existence 'o f. • . ., . , ., . ., ;

these~ roads through - the "direct aid ; and sanction of _Government 'is , cônclusive evidence
of the fact that the people rea lly desiré them.

.
: That they, were built in advance of their .=. . ._ . . : . .

need for ordinâry commercial
.
uses--n fact which is émphasized by the present ûbnormal. . ,economic situAtion-does not „ùppeâr' to me a sufficient reâson for,condenynins the. . . , . . . . , . . - -_ . < •

-poli,cy ofTnational 'developinent, or , the wisdom and integrity of those whô 3 have'built. ,-. - . ~ .
{thé roads - under , that policy. Neither do, I: think : th'at' there exists uny condition to, • ,. . , . . . . . . r
warrant taking up o; newand untried public policy, which may, lead to greater difficùl-•- . .,, , . . , . ~ . : . .: , , •ties than thôse which are -now. faced.. . . . .

The history and standing of thé Canâdian Pacific • Railwuy, ° and its ." pnblic service, . . . . . . . . . . , v , , . . . . - . : . _ . . .A .
as a carrler , to-day,` is suffeiént assurance that it doeà not need ° reorganization

,
. ' The-,-, . . : . . .. _ _. .

scope of its business, - e;tending to other lands by steamships and commercial connec- .
tions, and the control of many thousand miles of railroads irr~he IInited States, would *-
afford suffieient réasons, if none Y ôther .existed , for dismissing the idea of its nccluisition .~ - ,. . ., . , .
bY the State.. .. ' ,

, _< s ~~ . . .. : . . .,
So much of the ' Intercolonial as , isserviccable : to~ the" Canadian Pacific'appçars to _ °

. , . . . , y . . x r ' , . .. , .. . • . .

be now used by it, either'iis a local connectiorï or through trackagé rishts.` Moreover,. . _. . r .. .-: . . . . . .the' two have existed separately • for many 3ears as competitors and no neR reAson_, . . . . _ . . .
. appears why the `relations of the Intercolonial and Ganadiaii Î'acific should be changed
F for the future, unless the people " ôf Canada are 'satisfied : that bctter results would be
obtained for the territâry served by the ' Intercoloniai if , it were in the hands' of the• . .. .. ,. . .r . . .:Canadian .Pacific. • . . . . _. _ ~. ~, . .~ .,, . . , ,.. , : • _ . , ; . ._ , ,The Grand Trunk ' Rnilccap. Company 'las stated that it ; is , besond,its power•to
assume and' carry ;the obligations which"tvould be imposed upôn~ it if it shoulda try
to become such ., a transcontinental system as the plans of : 1903 contemplated. "The
company:has not nttémpted` to bring~ about the organization : of a ssstem approzi-
matin; that of th q Canadian Pacific or even the Canadian Northern, nor can it do '6o'.. , . . . rIn view of the parent 5ompany's inability to carry, out its original" plans, and to :
discharge its obligation,-the question q, whât'disposition`is to be made of the various
roads - svhich were intended to be, but did°not`become parts of one opcratingsystem.~ , ._ , .
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~y colleagues have ' rècommended, that the stockholders of the Grand - Trunk
' Railway.. Company be paid: ân annuity-, tvliich is tobe a--".môderate but substantial.
portion , of ;$3,600,000; the ay average dividend payment ' for the lâst ten yéàrs:' This
rmméndation is in spite of thè " facts ' noted in.the=report that -,there are arrears , in
maintënanee which rëquire the,, espenditure` of "twenty-one millions ` of dô llars, , and- . • . . . . . ~_ . .
that : the :company has charged to ,'capital itêms , which` .. should properly ,,, have been ,, . . ., . .- . .- ~ . . _ .,, . , . , . _ .
charged against :income, these fàcts indicating that : there have been some dividends
pa i d which, have not .been earned., Considering this; situation and also the obligation°
of the eompany4= in the` West,-I am not imprëssed with the' justice of .paying ant s : .. , . . . . . .-_ r l
annuity tô the, stockholder*s",'in ,-eichange,-f~r . a'-sur
would=ybeti libéral to - them,- büt I ivould : allow them to kéep,théir propërty and give
them â chance to . work out , their , ôwn: salvation :- ,,To that end, : I would recommend. -. .1 . 1 _ ,~ .~. . ,
that a settleinent be '

,
effècted' between the

-.
Government ând^ tho Grand .Trunk~ Railway. . . . , _,, . ,_ .. . . . : ;- . : ., . ~ , • ., ., . . ,

CompanS• . The railway cannot carry, out , its part of the; contracts, and - it should be .
relieved of further• embârrassment: Qn the othër . hand, the, stockholders of, th_e Grandy ._ ; .. , .
TrunkRailway should be required tô eurtain or forego thei`r'dividends for the present,., r ,. .
and the entire earnings be applied to,the rehabilitation of the- road throûgh` a`tërm. . . ,. . ,, . , , :, • ,, . i ... , . ,<: of years . . .,The Government thus gives , up a present i claim which the debtor ,cannot :., _ . . . -
pai

. . . . - . , . . : . . , .
any-way ; . in turn, it ,will enjoy , improved and "e$tended . service which `my: be

wort h,. far _ more to : the .welfare of the people : I should also give the Go vernment some
claim tipon`thât future earnings of the Grand Trunk,'so that it mas, share in any
future prosperitÿ winch this . actiôn makes possible., . , . . . . _ , ._ _ . .. ,._ . , . . :

Reorganization of~ ,thé .Grand Trunl. is desirable on y, in so . f ar as it shall be. , ., . . . , , ,.
reqüired to put~ itself in -shapQ to 7discharge ° efficiently its functions T as â carrier.
~Whether itshall retâin all of, the subsidiaries which>it has accumulated thro ugh .the
past fifty { Séars dependsin - large measure on' whât• they. can" contribute'to the mainY ~ . , . • : .:
property . Çar

.
éful study of eaçh of the sübsidiaries %vill lead to` definite conclusion

s fromthe stsindpoint of, the Grand , Trunk and its future tirelfare. 4 ~, .... ,
What the Grand Trunk needs most of all is to be relies cd upon equitable - terms

of the enibarrassment •that it' has incurred through the failure of the , transcontinental, , . . . .
scheme. The,, acquisition - by,~thé State- of the Grand Trunk Railnay propër - presents- . _ . , , . . .
much ' o£ thé ` embarrussment that ' would , obtain in the effort to acquire the Canadian;
Pacific, #ôr hëre also, in addition to, the questioii ôf equity involv ed, there` is the problexn
of some two thousands, miles, of railroad owned in the 'United States ; ând the factFtlïat
the Grand Trunk's principal seaport is in the United' States: ~' '

"The investigation of theCanadian Northern by, the Commission has
,
.. disclosédevidence of skill in construction and efficiency in management, considering t~ie means: . . ,and equipmepit available. The company evén notivearns a large part-of its fised charges -

although impôrtant parts of the systëm have been in operatiôn' for bu t.a year. f think. .there i s . ample justification for confidence that the affairs of the company will improve
with the réturn of normal conditions .' I see no rcàson for a 'chansQ of managément or
a . reorganization, esceptü i s ns ' heréiiiafter suggested. '

It may, be Nvell liere to consider the relation of the Intercolonial to'the other roads,
and the . - • . t ... . . ,

~ possibili of o Perating it in con ~~unction with ' ai~,q .`of theni, w, We h:are shotvn ,~`
its~ relatiorn fo .the Canadinn ' Pacific. The , main line of the Intércolônial is abôut

, , • . .
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1,000 . miles, from->fontrea.l to Ilalifag. - It has occùpied the territory , for i'ifts 'yéars. , . .
and has become adapted to it . There are apparently .no operating economies availâble

by combining itwith ' another system that - are not available to it }alône =Assùmiri~' .

= regulation;° there a ears to be° no traffic iiiterehange that ~ could 16: bètterproper pp
assured by merger ` 17am informèd that the Maritime Provinces considër the' usè of ~the

t- .
-Inteicolon ght to which they areentitled . Moreover, the Government :, hasial as_a r i. . :.

. .bùilt thé',Transcontinèntâl, a pa`rt of which -wasin compliaii.ce ~ith`plans .of the Grànd, •_ . , . .-. , ,. - .
' Trunk; while the rest -of .it is so'placëd thât it oûght`to continiteto be operated in con-, ,

. -: _
~unction'with the Intercolonial The presént`status of the Intërcoloniàl and the eastern=_. . . _ . , . _ _~. , . . . _
part - of. the . Transcontinental sh't>uld % be continued as a government ' operation . . The' ~ .

`resûlts_ of such : operation shoùld, :, ~ïowever, be reported J0' : the' People" of Cànada in

èxa.ctlyf the • same form as° is requlred- from other railroads. And these roâdi ` sliould.. .¢ , .., ,
be subj ect to , the same reasonable : regulation us is éxèrcisëd ôve _r all ôther railroad8 .

, . , . .. - •_ _
Mentionnight be`made here of the railroad that the GovernmentYis building from

. . . .
the' Saskatchewan river tô IIudson bây. - Thè object in the construction of thisV road . ' .. . , . -s . . 'has been~ stated,to be that `of obtaining ° a " shorter, haûl ' from,thé -_`4 roviiices to

. . . . .:- __
. Euro~y y- The bulk'of the trafficto follow-this route must, riecessarily '- be diverted from

. sq . that the, project seems to be an
. _.w ; . ~ . 1 1

~the . roads `e~ stènding,`from ._~Vinni~ ,tci.the East ,
instance of com ~ëtitive constrtictiori whicli -

canïiot .be .justified ' in this case,'even on tlié .
. _ , . . • ... . . . _, •v .

grourid ' that' it opens up ne v , territory.

Theré are - numerons local railway projects,« ithin provinçial liniits, which at th e
. . . . _ ,, Ga . . . ,.. , -_ w.

moment seem to have little effect upon this' géneral ;railrôâd prôblemw' Disposition of
._ . _ . , . . .. s ,, .

X hèse mâjy ,well await developinënts as to their, necessity and utility when they assume

operation: j There * isj little that can=be said jitstno w as totheir probable relation totbe .

~ existing means of transportatio n_ _• _ •, , :., , ,._, . .
the~ The Great Lakes and the St: °Lawrence ` mer .furnish â`uatural route from

~T
Atlantic ocean for a part of the ÿear. , .umerouswestern country to the East, nnd to thet ,. . . - . . . ., . ., ..-. x ..

steamshiP lines
.
.bet, ween . Port-Arthur and' Georg ian .bay or the lower lakes - and • St.

, Lawrence river ports - afford ' adequate transportation undër normal conditions, •thôu gh- .

somewhataffected by customs réquiremënts - and other factors. In v iew, of the`heavy

=rnov ement of ' srflin in the l.ast' three ` months vf , nâvigàtion,•` regulationsr soverüing
, . . . : .

~6bippingshould be as favoûrable asIiracticable, for the haulin ; of grain ôrér tlia long ~
. -, .,

distânces'tothè"castern seaboard bsan all-rail routeinvolves a problem in ear supply

aüd cost winch render`s such a hâul unpr.ofitablé for rail liiie~' .
. _ _ . : _ - . a . . , . . . .,

~The success of the ; Ganadian . Pacific steamship lines has led to ` the suggestion b~

some that ' the other- railroads ought also'to . éstablish steamship lines . ~ I .-do not believe h•

that this success was primarily due to the railroad ôwnership of the shihs. , Temporarily
. . : .. , .. . - , . .. . .

the war seems to .have put a stop"to plans for railroad-owned steamships. If, at the
, . , . r, . . .< r • •

close of the war, . ~t , is to be tried again,'it would seem adviaable first'to ascertain whether ., . ,. , . . . : • _
othèr ships cannôt b© induced to sçhedule` sâiÎings .ebefore railroads :,~.ucur the respon=,

, . .~ ,t.._ ,.. .

sibility' of ïmking additional investment in`ships. There are shiPs running . in regular -
. ,, - . .

postal routes with subvéntions .' Perhaps the Govèrnment might well wquire, in, con-

nection with its subventions,`that ships` gis e _ ` equaT service' to tho-'railroads withou t
. . ,,. -

"discrimination_,amông the, thus ;. remoring another cause for the' . employment of
. . ,. , :duplicate facilities.
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In visiting the various
.
ports; I was ;impressed,with the facilities'irnstalled and bein~

installedt> At `Halifax, particûlarly, - i~xiportant works were activels und e r way, neces-

-the overseas traffic forbelieve, bÿ - war , purposes . It is Iikely thatthëfuture, hsitated
development of . stéamship terminals in" Yconneetion with railroads' will be difficùlt to. ,_ . . . :-

.fi~c. until normal conditions resume. ~~ bfeanwhile; the °"Atlantic seaports are so nïuch
, . . . . :: . . . ,. ,

éinvolved in the émergencies of . war as to ;place ' thein' beyond the scop of this"iriqutrÿ
. . . .4. . . . .. . ; _

In any`e~ent; .suchworks of'haïbôur :inprovement,nnd development âsare .thé result :of
. .__ ; . . . . . . . ;. -

war measures will be there at`tlïé close of the war as a`foundation- for what the futur e
~„ -

may, hold.
I am.uriable to join mvcollèagues,intheir-recomnlendations : They'propose,that_. - : : . . ., . ~. . . - , ~. ,

practically all of the railwâys - in : Canada, except the ;,Cânadtan Pacific and 'the'.,,ï . ., . ., . . ; ._ . ., . ., .
American _lines . .shall'be ', türried ovér to-; a corppration tobe manaaed by a board ,of

trstees appointed - by Govèrnment . Thëy insist ihat this board - is to~ bé permànent
~, . . . ~ ., . .

and self-perpetuating I do not know' by what' means . one Parliament citn" bitid- .its_ . _ . ,, .. . .
successors to a given'policy,'especially in so . sitnple a matter as chaüging the organizâ=

tion --of a ;gorernmënt . bôard "1 fy ~ friends seek to , avoidgovernniént ' otivnership - and
. . . .. , ; _ . . .

operation ;= . in'.fact coiidémti it as inadvisi~ble, bùt'propo~é a plan whiçh' contains so ." :. . ;. . _ ~_ ,.
many •'élëtnents = ôf datiger iti

m
the' direction "which is . soubh't to be avoided thât I ani, . . .,. . , . _ ~ . . . . . .y

unableto joiri thetn., -, -
Their plan would-aad about, à billion dollars to thë direct debt of Canada. The, . ., .- , . . . ~.

interest on .this'is aboût =forty'millions, : adding,vëry largely to govérnment
,
expenses . ,

Jud~ina froin * the'experlcncC CIInada ltas had~vlth lts government'railway~,' it is fair,
to assüme that this would •remain' a pcrmàtient' burdeii .` ' Operated , by' private côïn-

._ -
~panies,this interest would ultitn a tely-be horne by- -the companies . withoutrecoùrse to `
_, . ... . ., . ï .. h ~ , . . .w , . , .- , ;- '

.thegoverntnent fùnds ;and-atwthé same costof service to`rnilway patrons as would

obtâin itndcr goveritincnt operaton . . . ,

.,Their plari Also leaves'oùt sonie of .tite railwnys . This is utifair tothë invéstors_ a . . . . :.~ .
`vhose property is tô be sùbjected 4to . government comhetitioil: " . It also discriminates

. . t ; . ,
in the method by which tho respectivo properties are to be acquired . I capnot approve =

- . . .
' the proposcd'c-entralization ;~ of control : There ' are :i problems ' localto separateregion

s which often rectuire„ prompt actioii and- co-opération between the :railroada and tlie<
people serrcd. ; 3here is a ' necd everywhere for that prompt aiid ' efficient serviée ' which.,. _. , .
can côme onlv .from :' a l :noivledbe of locnl conditions and 'respotisibility for= meeting ,

them." 'I cannot '.bclievethat , centralizatiott, ,`remote 'responsibility . andco. n trol"'will. . . . ., . , _~ ., .~ .. . ,
ensurëgood servico~to the peoplQ of , Cnnada :, .,. . , . . - n ,

The recommendatioii ; creatcsa Dominion ~'Ratlwaya . Company owned . ', by the

Doniinion`Governmént, to také over thoso rnad$ . Therë are :ibout 7,000 miles in the .
_ . :

United Stntës controlletl by Canâdinit` companies . - Th© Canadiari rNilways . depend ' .

for . no inconsideinble portion of their re venue . on Uiiitéd States - traftic . .. A funda-

méntal defect .of`the plan, tlicrefore, , is,.in placitig,the Govërtinlent in the'railroad

business, not only , in• Cnnada ;' but }also in opernting railroads in the United States

s ubject to bôtlt federal ' and state, regulation :_ . . . ., . . . .
, Through rrivate railway maitagement ; Canada' has obtainéd about . one mile of -

-râilroad for cach $30,000 of Gorernmcnt aid of gttarantees, wlticlt is but a fraction} of

°the cost of Government rnilroad undertakings . - In fsome instances, a l.arge proportion
ti _ .
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of the aid was in land,'the value of which was produced by the building 'of , thé railroad

and the settlement thereby made possible . Compared,with the .total.' outlayt invo lve in,,,-and
railroads b~the Government for itsélf, as, for instancé,r the case of thé

Intercolonial or the Transcontinentâl, ;,fromwthree to sig`times:'that amount have been
, . .~ . . . ._ ,,_~ . ,,_,_. .

used to reahze equal results: This shows distinctly - the`valu e_.of enlisting and retaining

private enterprise .

The Obvious Rémedy .

Let us rev iew the salient facts côncerning ëach company : ,.. , . . _
TheCanadian Pacific is amply able to tahe, c' are of itself It can and does provide ' .,

~ . . ~ ~ . .. .

oïnetition with the other
,

rail
~
roada. - In 'order to be most' . serviceable to, Canada; it

,. _ .
. .c P

should_be continued,'subject only to such eïiuitâble regulation as is âccorded to ' all lines.
, ., . . . . :

The Grand «Trunk .succèeded in the East~ and failed in thé -SŸest. . The Canadian
. . . ._ . . _ , . . : : . , .

INorthern su:cceedéd,in the VTest- and was jeopaicdized byits eastern expansion. >>

Theréis¢egtensi ve
..
duplication of lines in the West, the,unsuccessful Grand Trunk

_ ., . , _. . .

Paci fic-lines"are found among the successful ' Canadian Northern lines. Public'policy.
. .,, . . . ; .

demands thebe,unificatio irf of *these linea, for-great econo
,

mies could ' be thereby _aécom-.`
~~, . _ .- _ . _' , .,,- . . . .- "~.. r

:..- .
. . . . .,

plished .`~ ' = ..'~ , ` .
. .b . .

There is -extensive' duplication in the East ; the new Canadian Northern lines

. âmong the oldér lines , of the Grand Trûnk proper. Great économies in proposed '
- . . , .. . , . _

investment and operating expenses await . the joint working of these properties .
.,, . . ,. -

- There is wasteful duplication in the connecting • region between North ' Bay - an d

Winnipeg,- where the Canadian Northern line parallels the government line . Economy;

awaits the joint working of . these lines.

Consideràtion of all phâsèa of the problem . leads ` me to recommend the followins

remedies , for the' existing situation :

= ' LettheCanadian Pacificalône ; let the, Grarid Trunk operate the'. eastern '

lines now held .by that çoxnpanv and the Canadian IrTorthern ; . let the Canadian
.. , . , , ,

Northern -operâte the western . lines, ; now ' held by that company and the ~G ran.d

Trunk' Paci fi e systeYn ; let ' the Government operate the' connections or procure

their operation ~ * by, pri v ate ti coznpanies ;- all of Svhich4 - should be ;done undér
. . . ~. , ,

. . r . . , . . ,

ârrangement ' that• are equitable and set look to .the not ,` distant day when the
. . . .

, ' , .. , . . .., .
.k r

. .-., . ~ . .,
. . , . .. .

country w ill have survived the war
.
and resumed its, prosperous growth .

- There may be several wa y s by' which e this çan, be brought about, but the one that
has appealed tô me is that which seems to be the least disturbing of values and c,redit

. . . . . ., ~
and in~olves no untriedschemés ~or prôtracted disputcs. Tlierefore, .I bes to make the, ;

. . ., , . ~ .
following suggestions :--, f _

1 Amend the regulating, policy, so that" the, Railway , Commission, may

~
m

have jurisdiction'. over, all railroads , in the . matter of maximum and , minimu
, .- . . . . .e ., . a

~~~ rates, the issuance of securities,the building_ of new railways, or the extensio n
of lines, and p other matterâ properlÿ , within the scope of sovernmental

supervision

. 2. Creaté a board of trustees, consisting of . twogovernment officials ' un d
r .._ , .

three private citizens to act for the- Government in the, matters hereinafter.
. . x , . . ,.

. . .
proposed .

,
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3. Relieve the Grâxid Trunk •Railway Company of, I its obligation to lease, . . ..: ,
the- ',Transcontinental, and" -require ;the ',company ,to -relinquish .all ,claims-_ ûpon. ., , , ,. . . _, .; . . . . - .the Transcontinental ; requ , ire'`, it to lease to the Bo , ard of Trustees the - Grand. ., . . . : , . ¢ :. -, . . . ~,

lTrunk ~ Pacifiç .railroâd~ propèrties at , a T rental amounting` to the net', annua
, . . _ ., , ., .. , . . .

fised` charges~ ; reqùire it also`~totake under }leasé the ~Cànadian . Northerri pro=, ._ . ,
perties east of North Ba~, and"Parry Sound ;` and 'pu, 'as a rerital thè net fixed :.- . .. , : :
charges onp ' those properties . The time _ of. the - lease should be , f or

.
; twénty-one

Years. The Grand Trunk's investments; othér than railroad, in the -West may

be disposed of bY the `company as I it ' May eléct, 'and'in' accordance with ' its best .,
interests.

. . . . ., . _ :
~` 4. Require the,Canadian Northern Railwaÿ Company to con fine its opera-4 . ; . . . . . ,

tion to the.+ fiéld ~rvest of Winnipeg . Relieve - it -of the line east . of - Winnipeg. . _ : . ., . . : : : . , .
by leasing for .*twentÿ-one years to .the . governmental Board of ; Trustees, at ' a. _ ~ . . _ ,,. , . . .., . r,
réntal of the net annual ~ fixed charges . 'Require : it to take a lease ; of, and to

operate for .the same ~ period= the Grand . -Trunk Pacifiç Railway, and its ~branch. , , , . _. . . _ r ..
- lines, paying"às

.
. rental ,the net annual fixed" eharges ' upon those properties;

except that .until seven :years after Ihe end"of the war ,, they. , shall have . the
. , ,
promised the Grand ' Trunh . P'acific or, a, period . nf ` sevenimmunity ,that was_ . ~.

Seârs after construction; and , that ° they shall not be requirëd . to' .assume any
of the egtràneoûs }nvestments of the Grand Trunk System in the West `., r . . . . .

5. Lease the linesbetween - North Bay and Winnipeg (except the Canadian

Pacific's) - for-'a term of twenty-one years to either , tthe, Canadian Northern orK
the Grand : Trunk °(or, in event neitherw applies, to any other '- qualifi ed , eom-

. . ., .. : .,_ . „.
panS), requiring the lessee to furnish, the necessary capital for new . equipment,

ànd to maintain and , operate,
.
thelines ôn the ;best terms that .can ,be made ;, , . . , . . . .

terms that .wôuld give the best ser vice needed it lowest cost , to the Government.< . . ~ .• ., . _ , . . .
being, regarded 'as'- best . Either' tlîe - Government or , the ., lessee . should build . a

connecting line - of about thirty miles , near Long•lake, Ontario, to - protect the'

better rcorking of: the two lines .

6. The Gôvernment and companies should have the option of terminating,

af ter ten years, any of the leases upon equitable terms.
., , .

The-foregôing recommendations are made' with a view to=obtaining for .Canada- 'a . rt
_ .. . : . _ , M

maximum of °efficieney at `a minimum outlas . TheAcontinuance of, government, aid,

tosome of the railroads at - least, .will lie necessarY under - any plan . The plan -heréin

proposed , seeks to reduce this to the lowest possible point and to centralize it `upori
"those parts of the èxisting lines which are " not self-supporting, and which; in the

of ° things, - cannot be, self-supporting for years . These' connecting- links,nature
"bridges," as they , have I been called, `exist, it 'seems to me; as a result fi of that public A t

policy which has been discussed at somô_lerigth : The Government mây well afford to

take themortr and maintain them,as necessary , parts of the public investment in the

country's development.' Theyaronot of sûfficientimportance to bring'about those

-dangers inherent in government'operation of Îthis, kind on a large scale, and holding
. them. will not_ endanger private enterprise . If may be necessary in, working ` out this

plan to grant some additional and temporary aid to the Canadian Northern, and it
with the Grand TrunkRailway Company ~ .will he necessary to effect some compromise
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which will-enable thi g Company to continue. Aid should be extended .upoü the recom-

g th the - duty, of investi-mendation of the Board of Trustees, who should bé. çhar ed wi

;atin; the need of and approving the aid to be rèndered_ by the Govérriment ; they ,

should also see that the Governrnentreceives for that . aid- sûch security , , as will give

it . a reversion in case of defaïdt..

The recomméndations here submitted are to,be considgred as a general outline of
_ : . . . ~" . . ,

what appears"to be a fair solution of thé-transportation problem. Enabling legislation- .

will be required in any case, and I --realize- that thereare m
.
any" téchnical and legal

_
questions which will rectuiré careful attention at expert hands . If the general plan_is

,
ado ted; mthQu~~ht is that the Board of Trustees which I,havë suggested be charged`p Y `

; with the duty of ~ .çtin; fôr'tlie Government in all mâttérs=réquiring new . côntracts, ,

and shall protect the interest of the Go vernmènt in `every was ' while leasing"ôperating,

or financin; the propert~- under their care tothe best advântage;"due ' consideratioii

being given to the rights of the other parties at interest

If,for any .reason it should prove , ,inexpedient to carry out . the., forègoing sugges-

tions, and if the Government should fiind it wise or nëcessary, toipossess 'itsélf of,'and to

holdany considerable part 'of therail«ay properties, -I'should reconimei1das an ulter-$ . . . ~
_ . -- . , .

native plan the formation of a private conpany_ to take oser other operations':of thosé

propertiés, eer as a ivhôlè or%in`groups . Even where a`ro~id'doés not carn its fixed

charges the Government - could profit , in the long ' run" by , makiiig the , térms of an *
.t
-a,

inducc private enterprise ;to ; uertakel., itsoperatinb lease sufficiently .'attractive
management. The terms;of the contracts would,.naturally dependupoii .the estent of

y the, property and the prospect of 'eârnings, but they could be so drawn as to prove
.- .. . :,~

n attractiveto`private capital and at the same time reliei ë , the Govetnment, of the expens c
, T . . .. ,.,. , w _ , . _. ..

and~embarrassment of government operation. Suchïcontracts might be based upon'st

, .profit-sharin plan on a--fair basis `p g , which would leav e" the ,compâny a"hope -of,. réward

commensurate with its efforts and give the public, also a :'share in tlie prosperity .whieh

the5-, must help to creatè. . ;
I shoüld like to add one other thought . . The rnilway s of- Caiiacla." are in desper-

- . ,; . ..
_ate need df eequipment '>. Wbatever decision is -made with refcreïiçë` to thé -railwass,

_, . . ._
the transportation, problem - is' now acute in so far - as equipment is

.
" concerned.`-`I

tivould, therefore, ~, recommend-that the Government undertake at: once to" pros ide 'a n
~ _~ . ,, __ . . , . ., ... , ~.~ . . , . _ " .
ample supply ;:of _, freight , cars and locomotives against immediate and iinperativ©

~~eeds . These"-'cars' and engines may`,be had,^if desired, under "trust agreements ~It

tivill be a simple . matter to ' turn : -these cars And engines ° ovcr to the operating , com-.

panies , under lease; ôr çontract of purchase which iYiay' : be esercised wlïcrn conditions

to aüy radicitl' clLange3 . inConcluding, I would be lôathe to , suggest rec
_ourse

the domestic pôlicy of, the Dô~iniôn of Canada in this"timé of war and stress. ~ ; Itein-_
edial -~ measûres are -of ten rnore ' efficacious than revolutionary ,. ones, and' more cquit=

able.'Lhavebeéninipressed by_the seriousness of your transportation
_
problem; and in

can ;bc~ l successfully and `satisfactoril ysincerity, éxpress
-
mY beliefj that the problezn ';ro. " ,

remedied` by just and mutual recognition of, diffculties and full -and free co-orera tion

between .the`Governmént and the railroads . . Fair and broad trea tment of the duc`stion .

will, ,I' am. convinced; ' bring ` Capital, and - personal genius . coinmeiisurate with the'

are more nearly normal .'

.
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exigencies , of, t4e', present situation; and capable of developing a happy solution. I

. . .... . ~~. . ._ a
believe that the best results hitherto have been obtained by the- efficiency and economy

of privaté initiative, ` energy, dând capital: It' is no longér : assumed that- the ; self= °

interest of the railrôad investor and opérator . is antagonistic to the interest of the

`püblic ; , râthèr, we have âll ', learned, governments and corporations alike, that , the
two are = inseparatel.y linked and must stand or- fall together . Upon these funda-

mental truth~ I . base my firm conviction that ~_4he brightest outlook : for - the , f uture :
. - . _ . . .- _,t ., _ .

of, 9oûr `great Dominion µ` can~. be assured through the extension of ` priva te railroad
. -. . ,.,a .. ., . _ , .

éntërprises . The hope of honour,and' the reward of public approval ''must be open. . _ _.s . . , . . . .
to . humân kind 'to get thê ~est results ' f rom huinan endeavour "''. . . . ,~ . _

Facing : thé LL urgency -of the need, ' considering ` the part ' which the Governmen't

has taken and the responsibility which it` shares, and keenlyt alive to the, magnitude,

and ,the importance of the tasks nôcv, placed upon the railr'oâds' and the greater taak s
: ._ . ..

which they will -face,- Ieee - no .'safe alternative but' the T  Government shall - continue,
. . : , . _ .. _.

,with _ diacrimination :,and resort to all" available 'safeguards, and . under a policy = o f
,. . . . . . . . . .

proper regulation and co-operation of effort, to aid the necessitous _ railroâds of ,-the
Dominion until such time, which I hope and believe will not be far distant, rvlïen these

. . , . _ , ,
will beconie'self•supporting and the problem will be solved . :

, : . .. . ,~ . .. , ,_

Respectfully submitted,

A.' H. S11S:LTH.
New Yoik, 'April . 25, .1917.
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