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JOHN T. DUN,
Clerk of the (‘awmttcc




ORDER OF REFERENCE

House or CoMMONS,
TuurspAY, May 14, 1931.

Resolved,—That Standing Order 63 of the House of Commons, relating to
the appomtment of the Select Standing Committees of the House, be amended '\ “
by adding to the Select Standing Committees of the House for the present
session a Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government, to which will be referred the accounts and
the estimates of the Canadian National Railways and the Canadian Govern- f';; i
ment Merchant Marine for the present session, for consideration and report
te the House.

Provided, however, that nothing in this resolution shall be construed to
curtail in any way the full right of discussion in Committee of Supply, and
that the said Committee consist of Messrs, Beaubien, Bell (St. 4 pg
well, Cantley, Chaplin, Duff, Euler, Fiset (Sir Eugéne), Fraser (Can’boa),
Geary, Gobeil, Gray, Hanbury, Hanson (York-Sunbury), Heaps, Kennedy
{Peace River), McGibbon, MacMillan (Saskatoon), Manion, Power, Rogers,
Stewart (Lethbndge)A LA

‘
o
3

Attest.
ARTHUR BEAUCHESNE, ‘
Clerk of the House.
¥
£ ~ Fripay, June 5, lﬁi e
:: Ordered—That the said Committee be gwen leave to sit while the Enma' s
ﬂ_ﬁtt mttmg

That 500 copies of proceedings and ewdenee which may be taken by ﬂm nﬁ &,

Committee be printed from day to day, as required, and that Standing Order 0!
be suspended in relation thereto. . R

Attest.

ARTHUR BEAUCI-IEBNE, .
Clerk of the Hom. ‘




REPORTS OF THE COMMITTEE

First Rnron'r

Fripay, June 5, 1931.

- The Select Standing Committee on Railways and Shipping owned, operated
nd controlled by the Government beg leave to present the following as a

FirsT REPORT

- Your Committee recommend:—
- 1. That your Committee be given leave to sit while the House is sitting.

2. That 500 copies of proceedings and evidence which may be taken by your
' Committee be printed from day to day, as required, and that Standing
Order No. 64 be suspended in relation thereto.

Al of which is respectfully submitted. :
J. D. CHAPLIN,
Chairman.

Concured in by the House, June 5, 1931
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MINUTES OF PROCEEDINGS

Fripay, June 5, 1931.

A3
The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met at 10.45 a.m. J

Members present:—Messrs. Beaubien, Bell (St. Antoine), Bothwell, Cantley,
Chaplin, Euler, Fiset (Sir Eugéne), Fraser (Cariboo), Geary, Gobeil, Hanson =
(York-Sunbury), Heaps, Kennedy (Peace River), MacMillan (Saskatoon),
Manion, Power, Rogers, Stewart (Lethbridge). e

On motion of Mr. Hanson (York-Sunbury), Mr. Chaplin was elected Chair-
man. -

Mr. Chaplin took the Chair.

On motion of Mr. Hanson (York-Sunbury) —

A
Resolved —That permission be sought from the House to sit while the House =

is sitting, and to print 500 copies of proceedings and evidence which may be
taken.

Mr. Power submitted copies of questions respecting the Canadian National
Railways that have been placed on the Order Paper of the House by Mr. Pouliot,
and enquired if replies thereto could be furnished to this Committee by the
officials of the Canadian National Railways. Discussion followed as to the
advisability of adopting this procedure. ‘

The Chairman suggested that an Agenda should be prepared for each day’s
sitting. ’

- Sir Henry W. Thornton, K.B.E., President of the Canadian National Rail-
- ways, made a statement respecting the operations of last year, and contrasted
conditions then with those obtaining in previous years. At the conclusion of
his address, Sir Henry answered questions.

B
S
The Committee adjourned until Tuesday, June 9, at 11 a.m.

. JOHN T. DUN, : LA
Clerk of the Committee.







MINUTES OF EVIDENCE

House or Commons, Room 231,
Fripay, June 5, 1931.

The Select Standing Committee on Railways and Shipping met at 10.45 a.m.

On the motion of Mr. Hanson, seconded by Mr. Cant,ley, Hon. J. D.
Chaplin was elected Chairman of the Committee. .

The CuHarMAN: Gentlemen, it has been usual in this Committee on the
opening day to have the President of the Canadian National Railways make
certain explanations to you regarding the business of the previous year. There
has been no agenda prepared. 1 expect, however, that at our next meeting we
will have suclt agenda. It is my view, at least, that we should prepare an
agenda based to a certain extent upon questions that may be asked or that
may come up, so that we will know ahead just what business will come before
the Committee. I will also make this suggestion now, and it is for the Com-
mittee to decide, that next week we should start about Tuesday and have
continuous meetings for three or four days. The officials of the railway are
here, and while they are here they cannot be anywhere else, and we should
make as much progress as possible. The meetings are in your hands, how-
ever; I do not want to dictate to you.

Sir Eveene Fiser: Before we proceed I would like to ask if it is possible
for the officials of the Canadian National Railways, conforming with the
decision that was arrived at when this Committee sat about a year ago, to
give us all the pamphlets that are issued when thé different parts of the report
are being considered. These pamphlets should be advanced in order to give
the members of the Committee a chance to study them before coming here.
The only report that we have up to the present time is the analysis of the operat-
ing expenses as compared with 1929. We have not got the estimate of financial
requirements for 1929. We haven't got the estimates of the eastern lines either.
If there is any possible way for these matters to be submitted to us in advance
and so give us a chance to study them before the report is considered, I think
that will be very helpful.

Hon, Mr. Max1on: May I say that the railway management has supplied' }

the department with these necessary pamphlets. The analysis which you al-
ready have was distributed on my instructions yesterday. These pamphlets

should have been out a day or two sooner, but we did not decide upon to-day
as a meeting day until there was too little time left to get them out sooner.
Regarding the pamphlets dealing with this coming year’s expenditures, we have
them; but the Bills before the House have only passed the first reading, and
until they pass the second reading they cannot be referred to this Committee,

and it would be hardly fair to distribute the pamphlets until these Bills pass

the second reading. If the budget debate should go on as it usually does for

some days, before these Bills are reached quite a time may pass before we can

get at the estimate for the coming year.

_ Sir EveeNe Fiser: May I call attention to a very queer thin;. ATI'.@_
Minister of Finance has introduced his resolution on which the Bill itself is

- based. The resolution has not been dealt with by the House up to the present

time. It has not been approved by the House, and still the Bill has been
introduced.
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Hon. Mr. MaxioN: No. You are wrong. There are two Bills. I am intro-

~ ducing a Bill as Minister of Railways permitting sale of securities for sixty-

eight and .a half million dollars, covering the needs of the railway. Mr, Bennett,

as Minister of Finance, is mtroducmg a second Bill to give the government

power to guarantee the Securities issued by the railways. These are two wholly

distinct Bills.

Sir Eveexe Fiser: It was introduced by resolution. Should you not have

given the House notice?

Hon. Mr. Maxion: It was done in accordance with the regulations of the

gmme It is mot necessary in the case, I am instructéd by the officers of the
ouse

Sir Eveene Fiser: I am asking for information.

Hon. Mr. Mantox: Mr. Bennett's Bill was introduced by resolution, and
his resolution has been advanced one stage. His Bill is the guaranteeing Bill;
mine introduces the appropriation necessary for this railway. As soon as these
Bills are advanced to the proper stage, the members will get the pamphlets.
Sir Evgene Fiser: The resolution introduced by the Minister of Finance
- . is for exactly the amount of sixty-eight million dollars.

Hon. Mr. Maxion: His is to guarantee the securities issued by the railway.
Sir Eveene Fiser: So does your Bill,

Mr. Hanson: One of the most important features of this inquiry will be

the budget for 1931 to which reference has been made. It seems to me that

it would be very unfortunate if there is a delay in bringing that down, and I

would suggest that the matter be looked into, and, if possible, have the

Minister’s resolution advanced a stage in order that that may be realized. 1

~ quite understand that you do not want to do that until the Bill has had its

~ second“reading.

s, - Hon. Mr, Maxtox: That is the only way it ean be done. It cannot be
~ referred to this Committee until it has had a second reading.

‘ ' Mr. Heaps: Might that not be arranged in the House?

1 Hon. Mr. Mantox: Yes. The Bills were introduced just a couple of days

- ago. I will endeavour to have that done.

- Mr. Hanson: Is there a rule against releasing until the Bill has had its
- second reading?

: Hon. Mr. Ma~ioN: No, but the Bill must have a second reading.

- Mr. Power: It should be possible, by consent of the House, to advance

~ the Bill. .

. Hon. Mr. Manton: 1 think we will probably be able to arrange that.

~ Sir Eveine Fiser: I understood the Minister to say that the resolution
‘ :mh‘oduced by the Minister of Finance amounted to sixty-eight million dollars.
~Is that also to be submitted to this committee for perusal as well as the Bill

P -ﬁhtmdnced by the Minister of Railways?

) “ - Hon. Mr. Maniox: No. The Bill introduced by the Minister of Finance is to
ive the government power to guarantee the securities. My Bill is a Bill to give
‘. ' n;, railway power to borrow the moneys; but the railway cannot borrow the
'J ri“monm without guarantees; therefore the government is introducing a Bill

4 ‘;. _ Sir EveiNe Fiser:  The procedure of last year and this year is absolutely
~ different from anything we have seen in the past. First of all, last year the
s ¢ usolutlon introducing the Bill—not the Bill but the estimate—was discussed
ip; the House and the matter was brought down in the form of an estimate
~ which is really a Bill. This year the Minister of Finance has introduced a
A -resolutxon asking Parliament simply to sanction the power, I suppose, to borrow
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sixty-eight million dollars, in order to meet the requirements of the fiscal year
of 1931. On the other hand, the Minister of Railways, without any resolution,
introduces a Bill which has been read the first time. Now, what 1 want to
know is this: when the resolution introduced by the Minister of Finance is
before the House—in view of the fact that we have before us the Bill which
has already been distributed after its first reading—shall we have the right
to discuss it when the resolution is discussed in the House of Commons, the
contents of your Bill? : "
Hon. Mr. Ma~ion: Yes, just as in the case of any other Bill. g d{l
Sir EveeEne Fiser: Oh, no, Mr. Minister. When the Bill is introduced e |
on the first reading usually it is moved that the Speaker leaves the Chair, 9
and that the House resolve itself into a Committee of Ways and Means. E
Hon. Mr. Ma~io~: Second reading. :
Sir Eveixe Fiser: Second reading. When we have a Deputy Speaker
who always ties us down to the paragraph of the Bill we are considering, what
I want to know is this: when the resolution introduced by the Finance Minister =
is introduced, when we have the Bill introduced by the Minister of Railways
covering the same amount of sixty-eight million dollars, shall we have the right

to discuss the general provisions of that Bill on that resolution? ; ‘\‘

Hon. Mr. Manio~n: There will be no reason in the world why you should =
not do so if you want to, but it would not probably be advisable. It is only a &
difference in form. It is the same as last year. There is a difference in records.
When this Bill of mine passes the proper stage it will be 1eferred to this com- _L

mittee and discussion will largely take place in this committee. Then this com-
mittee discusses the resolution and debates the Bill; it goes back to the House,
and, generally speaking, that is when the discussion will take place. There is &
no reason in the world, if somebody wants to discuss it, why he could mot. =
That is in the hands of the House. May I point out that while we are arguing =
about thése pamphlets, up to this year members of the committee never had 7
the pamphlets until the date of the meeting, so that the committee is going
to get the pamphlets earlier this year than in the past. We are only arguing
about technicalities. i
Sir EveENg Fiser: I am not sure if the way you have introduced your * u
Bill is right. If you have to introduce a resolution on which that Bill will be
based— y "Il e
Hon. Mr. ManioN: Mine is not a money Bill. My Bill is to give the
railway the right to borrow money. We are not raising the money; we are
giving the railway the right to sell securities. Mr. Bennett’s Bill is a Bill to
guarantee those securities. s
Mr. Power: May I ask this? T understand that Mr. Bennett has intro-
duced a resolution on which a Bill will be based afterwards. At the same time
- we are having referred to us sixty-eight million dollars of estimates. Q)
Hon. Mr. Mawnion: Yes, ultimately, but not at the moment. - A

Mr. Power: But not before the resolution and Mr. Bennett’s Bill are din»:ll .

i -

ki
cussed in the House I assume. What would happen if this committee decided
that we should have more or less than the sixty-eight million dollars; that
the amount should be seventy-five million or fifty million dollars? What would ,'._-
be the use of Mr. Bennett’s Bill to authorize the government to guarantee =
gixty-eight million dollars? e
Hon. Mr. MaxioN: Mr. Bennett's Bill is going to be referred to this
committee, and this committee could recommend that the Bill be modified.
Mr. Power: I understand that both Bills will be referred to this com-
mittee? ‘ .
Hon. Mr, MaNion;: Yes.

e
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, Mr. Power: There is certain information which I have been asked to
~ secure by members of the House, Mr. Pouliot amongst others. If I were to
- hand in some of these questions to the Chairman would he see that they are
~ handed to the proper officers of the Canadian National railways in order
~ that they may receive replies as soon as possible? And if the railway has any
~ objection to answering any of these questions T will be very glad if the officials
- let us know at the earliest possible moment just what their objections are, and
why they cannot answer the questions. Some of them, may perhaps, be of such
a character as to involve considerable labour. I do not want to be unreason-
able, and if that is pointed out to us we will proceed accordingly.

The CuamrMAN: I might say to the members of the committee that as far
as I am concerned—and I think I can speak for the committee—we invite such
estions as these. We can prepare’them and put them on the agenda form, so
at everybody will know what is going on.

Mr. Heaps: What questions are these?

Mr. Power: These are questions placed upon the order paper of the House.
Under ordinary circumstances, as members well know, when we are discussing
estimates, members usually insist that the orders which they asked for are
brought down before the estimates are discussed.

_ The Cuamrman: Besides, any member has a right to ask any question he
~ sees fit. It does not follow that all questions are going to be answered, but a
reason will be given why they are not answered.

Mr. Hears: I have no objection, but I want to know if there is_going to be
a duplication of effort.

Mr. Power: It does not make any difference whether they are passed by
~ the House or not, they are all questions of members to the officers of the Cana-
~ dian National Railways—or nearly all. The officers are here. Even if they do
-k the House, they will be asked to find the information, so they might just
as well be asked here, and have them passed on from the department.

¥ Mr. Hears: If a member asked the House for information and is going to
I Eet the answers through the House, he should not attempt to get the answers
- here.
i Mr. Power: No, no. I think Mr. Heaps has entirely misconceived the
~ object of this committee. This is a eommittee on estimates. First of all, it is
~on the expenditure, and then it is on the estimates. In the House, whenever we
~ discuss estimates a man could say, “we do not want to go on with those estimates
R ~ unless the Minister brings down information.” I am not putting myself in that
b -_%ition, but I say that before we can discuss certain items we want information.
- This is a committee on estimates which replaces the committee of the whole
Bl Mr. Heaps: Some of those questions asked in the House were turned down
~ because of the nature of the correspondence asked for. I do not know whether
~ these are the same questions.
Hon. Mr. Man1o~n: They came to me. Most of these questions were passed
~ as an order for return, but in the case of some questions I made the statement
in the House that I was advised through my deputy that the replies would take
‘weeks of work on the part of officers of the railway. Some of them came up
two or three days ago and the answers are not ready. These are matters that
‘will be dealt with by return and so on; but if the members of this committee
want to ask some questions in this committee, it is up to the officers to answer
~them if they can. .
J ~ Mr. Power: The difficulty which we meet with in the House when we place
~ questions on the order paper or ask for returns is that it is impossible to dis-
- cuss them, These things are not debatable. Now, here in committee if any of

T Ry '.rfj::;f*fj«.}*ﬁ'!:{f.“!n'g:t"'-r'-.L.—,_?"e‘-“‘"ﬁ",\-.:' aal o R
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i

the officers of the railway come and say “such a question is of a kind which ;:,g
involves so much labour that you cannot reasonably ask us to reply to it, but i
if you care to amend it we will give you this information”—it is something that
can be discussed without falling foul of the Speaker that I am asking for. » “'i
Hon. Mr. Ma~toN: That is all right. ’ =
Mr. Power: These questions will be on the order paper. 4 ;‘j!

3

Hon. Mr. Ma~iox: Those questions are on the order paper.
Mr. Power: I will read them into the record.

Hon. Mr. Ma~ioN: I say this with all due respect. Surely we are not going
—1I say this without any disrespect to my friend Mr. Pouliot—surely we are not
going to take up the time of this committee to again deal with the Riviere du
Loup Station. Surely we have bigger questions to deal with than that.

Mr. Power: There are some matters of more importance than the Riviere
du Loup Station.

Sir EveeNe Fiser: If the Canadian National officers answer some of these
questions, when the answer is brought down, the answer and question should be
put on the records.

Hon. Mr. Ma~1o~N: The answer will be in the House of Commons. Do you
want it repeated?

Mr. BeLn (St. Antoine): Could not Mr. Pouliot ask his questions when we .
are discussing the particular item?

Mr. Pourtor: I am not a member of the committee; but my name has been
mentioned by Mr. Bell, and I would like to say that these questions are not put
here in order to make more trouble; they are to simplify matters. The Hon.
Minister of Railways is acting as a link between the Canadian National Rail-
ways and the House of Commons. He has said so repeatedly in the House of
Commons. Now, here is a committee on Railways and Shipping in which mat-
ters pertaining to the Canadian National Railways are discussed with the officers
of the committee. I could simply come here and ask the officers of the railway
to answer a question, but my only reason for coming here to-day is to simplify
matters, and I will be ready to drop any motion for order for return or any i ]
question that has been put in the House. I have something else to say., Some 55
questions are long questions and some are short. Some questions might be 4
answered by yes or no, and I think those answers could be made without any -
trouble either to the railway or the Minister of Railways or to his department.

Hon. Mr. Maxiox: I am going to say one word. These questions have been
asked on the order paper of the House of Commons; why repeat them in this
committee? It seems to me they will be dealt with in the ordinary way. [ S

Mr. Pourtor: It is to simplify the information and to save my hon. friend
the trouble of giving the answers in the House. They will be given direct to
the committee by the officers of the railway, and my hon. friend will not have
te give them to the House. This is to save trouble. o

Mr. Haxson: The House cannot lose jurisdiction; they have been passed =y
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in the House. 'J_f

Mr. Pourior: Will you be kind enough to put those questions in the report

of the committee, or will I have the privilege of asking them? :
Sir Hexry TrHorNTON: T cannot answer that. 1 have no status here,
~ The CruamrMan: There will be no questions at the present time to ask
Sir Henry Thornton. He is making a statement to us. When he gets through
with that statement you can ask questions and not before, i
Sir Hexry THorNTON: Mr, Chairman and gentlemen of the committee,
you have before you the annual report of the Canadian National railways for
the last year, and you have certain information that has been circulated which o

"
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enlarges upon the data revealed in the report. With your permission I should
like to make a general statement relating to the expenditures of last year, and
the capital budget which has been presented through the Minister for the
requirements for this year. In order to provide a proper background for the
discussion of those votes which relate to last year from the expense point of
view, and also with respect to capital, it may be necessary to go a little way
back into the past and explain certain conditions which surrounded the Cana-
dian National system. As you will observe from the annual report, the gross
revenue for 1930 was approximately $222 000,000, and with your permission
I shall use round figures rather than go into dollars and cents. That repre-
sented a decrease of $46,000,000 as compared with 1929. But what is also
interesting and important to the members is that the gross revenues of the
. company for 1930 represented $63,000,000 less than 1928. In other words, in
5 two years the railway company suffered a reduction of the very large sum of
~ $63,000,000. That was a condition which was not peculiar to the Cana-

- dian National railways; it more or less affected all of the large railway
systems on the North American Continent and a great many enterprises engaged
in other activities. The problem which confronted the management was to
- adjust itself to those rapidly falling revenues. Now, it is not an easy thing to
adjust so large an enterprise, so widely flung as the Canadian National railways,
to changes and depressions which come with almost apalling rapidity, and
which, at the same time, are found from coast to coast. Commencing, however,
with the spring of 1929, it became evident to the management that we were
embarking upon and were confronted with a period of depression. At that
time, neither the administration of the radlway nor, as far as I have been able
to discover, any other administration nor any other enterprise realized or
thought that the depression would proceed with such rapidity or to such an
extent. But as the character of the depression became recognized, the railway
administration progressively applied increased pressure looking towards a reduc-
tion in expenses, and an increase in economy. Last year the efforts in the
~ reduction of expenses were reflected in a reduction of $20,000,000.

Mr. Haxson: According to this statement it is $26,000,000.

- Sir- Hexry THORNTON: Thank you. I was looking at the wrong figures.
- It is practically $26,000,000. It is rather interesting to observe that of that
~amount $12,000,000, or approximately half, was saved in transportation expenses.
- Now, it is easily recognizable that a dollar saved in maintenance of way and
*  maintenance of equipment may not be entirely a dollar saved. It may be that all
~ or it may be that a proportion of that dollar, or perhaps more than that dollar
- may have to be spent in subsequent years to catch up with deferred maintenance
- both in respect of roadway and equipment. But a dollar saved in transportation

~ expenses is really a dollar saved. It never has to be made up again. It is a
pure saving. Commencing with the spring of 1929 as I explained to this com-

ittee when it met last year, a budget system was inaugurated, and under the
operation of that system we have endeavoured to ration the expenses of the
company, so far as they were controllable, month by month. During the
latter part of each month, about the 25th of the month, an estimate is made up
of the probable gross revenue for the following month, and expenses are adjusted
~accordingly. There are, of course, certain expenses which are uncontrollable.
There is a minimum beyond which it is impossible to pass. For example, it may
e possible to make certain reductions in passenger trains and mileage, but in
order to preserve continuity of service and egress and exit from communities,
~a certain number of passenger trains must be run. You can reduce passenger
‘mileage to a certain extent, but it cannot be entirely eliminated. You may be
able to reduce the clerical staff at a station, but you eventually get to the point
where there is no one left but the station agent. He has got to be continued
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if the station is to be kept up, and in most cases the station must be kept open. 5
It may be possible to reduce a section gang from six men to four men or three
men or two men, but there always must be on each section a foreman and one,
two or three men in order to patrol the track and maintain safety. In other
words, what I mean to say, Mr. Chairman, is this: that in handling the expenses
of a railway corporation you eventually get down to a point beyond which =
circumstances preclude any further reduction, and as the pressure becam: o
more and more severe during the last year, and also this year, the railway admin-
istration has been reducing its expenses as rapidly as the safety to traffic and
reasonable preservation would permit. We are not done. Very substantial pro- 5
gress has been made. We are by no means finished. In that sense, nothing on
a railway is ever finished, because no matter how well you may be doing there
is always a litte something more that can be done. But the situation with respect
to expenses has engaged the anxious attention of all the officers of the company,
both those at headquarters and outside, and in examining the reports in this
budget and the meetings which I referred to and which I held about the 25th
of each month, it is rather fine to observe that the officers themselves are in a
psychological condition of mind which results in an effort to vie with each
other in saving money rather than to bring forward recommendations for the
purpose of spending money. If you will permit me to say it, I think you will
observe the truth of that statement. « A railway is to a very considerable extent
a state of mind. It must be a state of mind because for every uuit of output =
it probably employs more men than any other form of industrial activity. It is

widely flung; most of its operations are not under the continuous eye of a
headquarters’ management. The Vice President, myself, or others of the head- =
quarters’ staff in Montreal have at no given moment any idea of what is happen- i
ing at Toronto, Winnipeg, Calgary or Vancouver, or at the thousands of stations :
and shops included in our system. That has got to be left to those who are on _
the ground to faithfully and conscientiously carry out their work, and to execute |
the policies of the administration. In that respect a railway company is different
from a manufacturing plant which generally is under the eye of the managing 4
director or the superintendent who can walk about the plant in anywhere from 1
twenty minutes to two or three hours, depending upon its magnitude. Within
fourteen or fifteen minutes he can have all his foremen and departmental
superintendents in his office. They respond quickly and immediately to the

Tkhab .

policies of the administration. With a railway, however, as I have explained, <
we must leave very much to the desire and intent of the officers and men to carry i
out the policies of the company. Therefore, a railway company in its operation ‘ 4
is more than almost any other form of industrial activity very largely a state A
of mind, and the formation of these budget committees on the different regions, ﬁ-ﬁ
with the constant pressure of this committee presided over by the regional i

general manager to revise expenses, has produced a state of mind all over the
system which has for its object the inculeation of the desire in every man down 0
to the lowest section man to find pride in saving money which, of course, is the 4

result of the times in which we live. o

The management has been zealous and ardent in its efforts to produce
that situation and that condition, and it is a matter of intense gratification to
us, and it must be to you also, that all officers and men have in a very fine
‘ :gfay responded to that spirit which grows on it through pride in the organiza-
‘ 1o0n. I -
Now, during the whole of last year and this year we pursued constantly

: every avenue which offered for the reduction of expenditures and for the saving
3 of money. Of course, that necessarily involves a certain amount of technical
knowledge. It requires a technician to say how much money can be saved by
reduction in track forces as compared with the condition of the track that

e
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results therefrom. Consideration must be given to the speed, to the weights
and to the density of traffic in determining the standard of maintenance which
is to be inaugurated and sustained. The same factors are apparent and enter
into the problem of the maintenance of locomotives, rolling stock and all those
things which represent the physical aspect of the property. It is not a simple
thing to do. It is a thing which involves experience and technical knowledge.
And we have brought to bear the best intelligence from our officers that could
be mustered for the purpose of saving money, without, at the same time, estab-
lishing such a debt for the future in deferred maintenance which would result
in serious liability. As I have pointed out, the reduction in expenses has been
nearly fifty per cent in transportation, and I think that represents a fairly
good showing. Just in passing, it is only fair to say that the question is
often asked “how long is the present depression to continue?”

Mr. Haxson: If you can answer that question, Sir Henry, we will give
you a bonus.

Sir HeNry ThHorNTON: ‘1 can give vou a formula, and that is this: that
the accuracy of the prophecy varies inversely with the experience and import-
ance of the prophet. In short, what I mean to say is this, that the more one
knows about it, or, at least, the more one is suspected of knowing, the more
unreliable becomes the prophecy. I can say that there are certain signs that
we have reached the bottom, and there are certain signs which point to
improvement. For example, if you will take the automobile business, which
is a fairly good yardstick measure of how the public feel with regard to
_ expenditures in their financial position, we find that in Michigan there has
been a substantial increase in cars loaded with automobiles for the last thirty
days. In short, the automobile business is looking up compared with the
corresponding month last year. We believe that stocks are reaching the
irreducible minimum, and there are certain signs that purchasing is commenc-
ing once more.

Now, I do not mean that it should be inferred from that that happy days
_are here again and that we are off to the races, or anything of that sort; but
certainly times look rather better than they were. There is still the necessity
for rigid economy and great prudence, not only in our operations, but, I take
it, in the operations of all industrial activities. Now, gentlemen, that briefly
- represents the situation in so far as our general revenues and expenses were
concerned last year. I would like to say too if I may, with respect to the
~eapital budget which has been presented in connection with expenses, if I may
- go back to that for a moment, you will need to go over each item of those
~ expenses, and you have in your hand a fairly detailed statement of just what
~ has happened, what the decreases were, what the reasons were for those
~ decreases, and those will be dealt with in detail as the work of the committee
~ goes along. For this year we have reduced our budget which is to say capital
- requirements, under instructions from the government—Ilet me say, I think
ite rightly so—to the irreducible minimum. We have asked for only those
i oghi which we felt the welfare of the property demanded, and which the
- government, through the Minister of Railways, felt were things that we should
- ask for. The attitude of the government for this year, and which found, if

I may say, a ready response in the railway administration, was one of extreme
- vigilance and utmost economy, and we have endeavoured to co-operate with
~ the government in that respect, and the budget as it is presented represents
~ a budget, which, so far as railway officers are concerned, we believe to be,
under all the circumstances, a sound budget. The amount which was asked
- for in additions and betterments represents the sum of $20,000,000.

- Mr. Hanson: Is that contained in any of these pamphlets?

- .
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Hon. Mr. Maxton: Generally speaking, I do not think the discussion should
go on that item. I think Sir Henry might go ahead and finish his statement.

Sir HeExry TuornToN: I have very little further to say. Pe{haps I
can close that aspect by saying that, in so far as additions to capital are
concerned, which grow out of what are called additions and betterments to the
property, it represents an amount which, if my memory serves me, 1s much
less than any amount we have asked for, for many years.

Mr. McLagen: Yes. :

Sir Henry TuorNTON: In other words, I may tell you in order that you
may understand, that we have kept our budget down to the lowest possible
minimum. Now, when you come to consider—

Sir EveiNE Fiser: On that point, will you explain which of the particu-
lar amounts provided in the Bill are for betterments? Speaking from memory
the amounts are $30.000,000, $9,000,000 and $27,000,000.

Sir Hexry THorNTON: About. $30,000,000 I think. Dr. Manion says that
the $20,000,000 are for additions and betterments, and $30,000,000 for better-
ments, !

Sik Eveene Fiser: $27,000,000?

Sir Hexry THorxTON: It is approximately $20,000,000. Now, to get the
right perspeetive with respect to expenses of the company for this year, and
also its capital requirements, it is necessary to look back a little over the past
just to see what the situation was which confronted the railway administration
on January 1st, 1922, both as to expenses and as to capital requirements, because
what has happened as to the condition of the property at that time and the con-
dition of the property to-day has a very material effect on what we are able to
do in the year 1931, and I do not think that the railway administration has
ever had an opportunity, or, at least, has never embraced an opportunity to
explain certain matters which this Committee, I think, ought to be cognizant
of if it is to get the right point of view, or, at least, to have before it all of the
necessary informhtion to reach correct decisions. Let me say now in connection
with anything that follows both as to expenses and as to capital, that regard
must be had for the period of the war and the immediate years which followed
the war. The war, of course, put a very definite restriction upon ecapital
expenditures for transportation purposes in Canada, not only with regard to
our own railway but also with regard to the Canadian Pacific. It also resulted
in certain restrictions with respect to moneys charged to expenses. However
that might be, what we are interested in and what this present administration
js interested in is the situation which confronted its management—and when I
use the word management I do not mean myself—I mean those who repre-
sented the executive authority of the railway, including our vice-presidents—
the situation which confronted them in January, 1922, as far as the Grand Trunk
railway system was concerned—and we will have to consider the two principal
constituent companies of what is now known as the Canadian National railway

system—as far as the Grand Trunk Railway system is concerned, there was a 25

very heavy accumulation of deferred maintenance both as to roadway and as
to equipment, and generally, the physical condition of that property was such—
and 1 make no bones in saying this—that the property had been definitely
allowed to deteriorate much more than the exigencies of the war required, during
the days of private Grand Trunk administration. ‘

Mr. Geary: Had been or has been?

Sir Hexry TaornTON: Had been. There was a greater desire on the part ]
of the admihistration of that property when in private hands to pays dividends
than to maintain the property. There were too few automatic signals, which
are essential for the safe and expeditious movement of traffic. The rail for the
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;Peed and weight of the traffic was light. There was little or no stone ballast.
here were inadequate yards for the economical handling of freight, and an
inadequate passenger service. There were a number of antiquated stations, and
we still have several left with us. The station at London, Ont., which rejoices
in eight decades of history is eighty years old. The station at Hamilton which
has now happily been rebuilt was approximately of the same age. Generally
speaking, the whole station situation on the line of the old Grand Trunk rail-
way Had been allowed to run down very considerably at the heels. The
Toronto Terminal had been built but was not in use. It had been lying fallow
some distance away from the main line. One of the responsibilities which both
the Canadian Pacific and ourselves had to face was to build an elevated struc-
ture to reach that station and get it in operation. No effort at all had been
made to solve the Montreal grade crossing situation west of Bonaventure
station, and no effort was made to solve the problem of the Montreal Terminal
station by the Grand Trunk railway company, although that company had
been existence in Montreal for many decades, perhaps fifty or more years, The
shops were both inadequately equipped, improperly built and antiquated. One
of our obligations was to scrap practically the whole of the Point St. Charles
shops, and build new buildings for the economical handling of shop work.
There was a poverty of sidings and freight handling facilities all over the
railway, and as a result of all that there had been a general depreciation of
service rendered to the public. That was the situation as far as the Grand
Trunk railway was concerned, although that had been a railway which had
been in existence for perhaps fifty or more years, the first railway built in
Canada.

When we come down to the Canadian Northern, this railway was found
to be in a generally unfinished condition. Now, Mr. Chairman, a railway is
something more than ties, rails, an embankment or a cut; a lot more things are
involved. We found that the cuts in many cases were narrow and badly drained,
expensive of maintenance. The embankments were narrow, too narrow to hold
the ballast which either ran away when it was dumped or it was washed away.
In many cases the rail was light. We had many miles of wooden trestle bridges
which were rapidly reaching a stage which necessitated renewal, because they
had all been built more or less at the same time. I remember in one of the
earlier meetings of this committee, Sir Henry Drayton called attention and
expressed great anxiety with respect to the wooden trestle mileage which we
had on our western lines. He wanted to know what steps we were taking to
renew these bridges, and build permanent structures. We had about forty
thousand all wooden freight ecars which were rapidly reaching a position which
in a short time would preclude their use in the interchange traffic with other
railways. One of our problems was to rnew those box cars, and the amount
of money which was spent on box cars was determined—not by what we ought
to have done or what we would like to have done, but by the amount of money
- that was available, and that still continues to be one of our problems.

Mr. Hears: How many wooden box cars are left?

Sir Hexry TreorNTON:  About 5,000.

Hon. Mr. Evrer: What becomes of the old ones?

~ Sir Henry THORNTON: Some are scrapped, and the better ones are equipped

~ with metal draft arms, but we materially reduced the number of those cars.
- But that is still a problem.

' Hon. Mr. Evrer: They will be written off.

Sir Henry TrorNTON: Eventually. Now, we are generally.dealing with

the situation which confronted the railway. We were at a disadvantage—and

when I say we I again refer to the officers, the vice-presidents and myself—we
rhad to decide what we were going to do with such a situation. Business was

s ik
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improving, things were looking good, and it was our judgment that unless the
whole situation was taken vigorously in hand we would soon find that we had
not only a second class railway but we might be confronted with a railway which
would be quite inadequate to perform its transportation responsibilities to the
public. Therefore, we proceeded to improve the property, partly by increased
charges to expenses and partly by additions to capital.

Now, just in that connection I might say that the amount expended on
capital account, net eapital increase during the first eight years, amounts to
approximately $400,000,000.

Mr. Haxson: That would be to the end of the last fiscal year?

Sir Hexry THorNTON: Yes, that is right.

Hon. Mr. Maxiox: Do you mean the fiscal year or the calendar year?

Sir HExry THornTOoN: 1 am talking of our fiseal year. Of course, capital
expenditures on a railway never cease. They are just like the income tax;
they go on forever, and no matter how perfeet the conditicn of a railway n'?_v be
there will always be a certain number of capital expenditures. Happily in
our case I feel—and I am not alone in this statement—that we have got behind
most of our major capital expenditures. That is to say, we have brought the
railway to a reasonable degree of efficiency, and unless something very unfore-
seen takes place the trend of capital expenditures in years to come will not be
to the same extent afterwards as it has been in years gone by.

Mr. Haxson: That would cover the rolling stock, maintenance of way,
structures and rail?

Sir HENrRY THorNTON: I am speaking of the instrument as a whole. Now,
these figures I venture to give you are rather interesting. If we take the vear
1930 and compare it with 1922, we find that the increase in net revenue to the
railway company is $17,000,000. For purposes of making this comparison I
am going to eliminate the central Vermont railway. The capital expenditures
on that railway amount to about $30,000,000. The additions to capital on the
rest of the railway composing the Canadian National railways amounts to
$370,000,000. I eliminate that because the Central Vermont last year—and it
is now on a paying basis—because last year it met all of its fixed charges and
it had a surplus of $150,000 besides. But if T eliminate that—and I am doing
that for convenience because that happens to be the way the figures are pre-
pared, we find that after eliminating the Central Vermont the inerease in net
earnings in 1930 as compared with 1922 is about $17,000,000, and the increase
in eapital is about $370,000.000, and that the ratio of the increase in net earn-
ings to the increase in capital 45% 4, per cent. If you take class one railroads
of the United States just as a matter of comparison, as a yardstick, to see what
happens, we find that the ratio is 41444, per cent, and if you take the Canadian
Pacific you will find the ratio is 29;4¢'s of one per cent. In other words, our
additions in capital in so far as efficiency is concerned are rather more than
the class one railways of the United States.

Mr. Haxson: That includes new constructions?

Sir Hexry THorNTON: Oh, yes; everything that is chargeable to capital.
Now, here is a new yardstick. Within the last eight years the expenditures on
capital account on the Canadian National amount to $2,060 per mile of line.
On the Canadian Pacific railway it amounted to $1,990 per mile, or practically
the same as ours and on class one railways in the United States; and by that
I mean such railways as the New York Central, the Pennsylvania and the
Santa Fe, and what are generally regarded as the more advanced railways of
the States. During that same period 1923-29, the capital expenditures on such
railways in the United States were $2,678 per mile, notwithstanding the fact

that we were dealing with a young and relatively unfinished railway, and the
20326—2
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railways to which I refer in the United States and the Canadian Pacific Railway
were finished railways and had been in operation for several decades. Now,
I also want to say to you that during that period to which I referred the
Canadian National railways increased their capital account on account of
additions and betterments $370,000,000 and the Canadian Pacific $232,000,000,
and you must remember that the Canadian Pacific has considerably less mileage
than we have. :

! Now, then, we have an industry in Canada which is lucrative and important.
It is second only to the agricultural production of the country. I refer to the
tourist business of Canada. The tourist business of Canada nets to this country
annually a sum whieh is not less than $300,000,000. It may be more. Certainly
it is not less than $300,000,000. It is an important business to us. It leaves
in the hands of our people annually $300,000,000. The success that we have in
exploiting that business depends on a good many things, and it is made up of
the contributions by a good many different factors. There is the contributions
of rpney that is spent by the provinees and by the communities to advertise
and ‘attract tourists to Canada. It depends upon the highways which are built
by the provinces and which may be built by the Federal government. It depends
upon transportation services which are offered by the railway companies. It
depends upon the fishing clubs, golf courses, and it depends upon our hotels,
because hotels play a very large part in the tourist business of the country. In
other words, the point I want to make is that this tourist industry which nets
Canada $300,000,000 is not exactly the business of the Canadian Pacific or the
Canadian National, it is the business of the country as a whole. But each of
us in our way and within our sphere makes certain contributions which con-
tribute to retaining and increasing that business. Oné of those things is,
of course, hotels. The Canadian Pacific railway has always been distinguished
for wisdom and sagacity in management, and I make that statement quite
cheerfully, and, as a raillway man, I sincerely believe it. In the years from
1923 to 1930 their contribution to this tourist business—their investments in
hotels, both new hotels and additions to old hotels were represented by the capital
sum of $45,000,000.

Mr. Hanson: Since 1923? :

Sir Hexry TaorNTON: From 1923 to 1930 inclusive. The contribution
of the Canadian National in regard to the money we have spent upon hotels in
that same period is $16,680.000. If the standard set by the Canadian Pacific
and if their estimates of the situation were just, I think we have done our part,
and have done it with prudence.

Mr. Haxson: Did you say $16,000,000?

Sir Henry TaornTON:  $16,680,000.

Mr. Hanson: Will the details of these figures be given?

Sir Henry THORNTON: I am giving them now: Chateau Laurier, $5,927,000;
Vancouver Hotel, $2,980,000; Jasper Lodge, which is an investment of
$2,483,000—

Hon. Mr. Manion: What date is that?

Sir Hexry TaornTOoN: That is December 31, 1930.

~~ Hon. Mr, Maxion: When was the Chateau Laurier begun?

Sir Henry THorxTON: The original hotel, of course, started many years
ago. The new addition was completed last year,

Hon, Mr, Manion: Because the Chateau Laurier involves a much greater
amount of money than that.

Sir Henry THorNTON: I am simply taking the money that has been spent
by both companies during the period under consideration. Now, I mentioned
that the Jasper Park Lodge represents a capital investment of say, in round
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figures, two and a half million dollars. During the last eight yvears the revenue
from the hotel and the accessories connected with the hotel plus net profit in
the traffic which we have got, and which we would not have had had we not
had Jasper Park, has been sufficient to pay back to the company the entire
capital investment of eight hundred thousand dollars besides. I do not know
of any resort anywhere in the world that can present such a showing as that.
You will probably say “well, two and a half million dollars is a very small
sum for what we have there; how did you come to build it so cheaply.” The
answer is simply that practically all of the material of which we built Jasper
Park Lodge and the buildings surrounding it came out of the forests within
“half a mile of the hotel, including the stone work. Labour was cheap and we
were able to build Jasper Lodge for that reason very much more economically
than had we tried to construct the building in Montreal or Toronto. The Nova
Scotia hotel represents $2,358,000; Minaki Lodge, $1,091,000; the Charlottetown
hotel, $689,000; the Saskatoon hotel, a half million dollars; Pictou Lodge,
$200,000. Additions to the Fort Garry during the period we are discussing,
$136,000; the Grand Beach hotel, which is on the lake close to Winnipeg,
$117,000; Prince Arthur hotel, $79,000; the Macdonald, $69,000; the Prince
Edward hotel, $20,000; Nipigon Lodge, £13,000; Highland Inn, $2,000. The
total approximately is $16,600,000. Now, that is, as T say the contribution
which we have made and which we felt was justified in order to retain and to
enhance this very large and lucrative tourist business. - Now, gentlemen, that
represents briefly the money that has been expended in connection with capital
investments in the past. Let me say that that has nothing to do with 1930.
Well, technically speaking it has not, but it has this effect on 1930 which I
think ought to be taken into consideration that it has made possible a reduced
expenditure in 1930 and 1931 which we eould not have had without damage to
the property otherwise. What I would like to make clear to you is this that
when the administration of the Canadian National railways was first unified,
and the constituent companies were brought under one administration, we were
confronted with a certain condition and a certain situation. We had to decide
whether the railway was to be equipped to perform transportation responsi-
bilities, and whether it had deteriorated. There was no other course to pursue.

Now, here is another fact which is interesting. In 1930 and in 1922 the
gross revenues of the company were substantially the same to all intents and
purposes, broadly speaking, the gross revenue of the company in 1930 and in
1922 was the same; but the expenses in 1930 wer actually $17,000,000 less than
in 1922, and if allowances were made for reductions in freight rates, and increases
in wages, the comparative position would be this, that the expenses in 1930 were
$22,000,000 less than in 1922, and I venture the statement that had the property
not been brought under a state of efficiency the performance would not have been
as I have outlined. We ran through the same territory in 1922, we enjoyed traffic
from the same cities, and we are in substantially the same position. Now, that
difference in expenses did not happen by accident; there is a reason for it; and the
outstanding fact is that with the same gross revenue in 1922 and 1930 on a com-
parative basis the expenses were $22,000,000 less.

Hon. Mr. EvLer: Would you care to make an estimate of what reduction
there was in your revenue—say, the net revenues and a reasonable computation
of loss due to the trucks and automobiles?

Sir Henry TrorNTON: That is an almost impossible figure to get at.

Hon. Mr. EvLer: It is very substantial?

Sir Hexgy fl‘nqnnmn: Yes, it is a very substantial figure, and it is one of
those things which is a source of great anxiety to all railway men not only on
the North American Continent but in England and all over the world. It is a

very serious thing, and it is something that we have in my judgment insufficiently
20320—24



b s

oG

14 SELECT STANDING COMMITTEE

S

considered thus far. 1 think the time has come when the industry has, as an
industry to recognize that the automobile is an important competitor, and there
: is only one way to compete with a competitor and that is to compete. There
B is no good to compete with a competitor with inferior service. That does not
get anybody anywhere. If railways are going to compete with the highways they
have got to furnish service which is commensurate with the service which is
supplied by the highway.

Mr. Hanson: In the United States they are taking steps now. They are
taking steps not only to compete but to control. I happened to be at a session
_ of the Maine Legislature this last winter when the whole question of truck
o~ control as affecting railway transportation in that State was considered. They
' are doing something there, and I think we will have to do something in Canada.

Sir Henry THorNTON: On that point I think the fair view to take is this
that in the first place he who uses that highway which is provided by the state
or the province as the case may be, should not use that highway in a fashion

E which interferes with the reasonable use of other users of the highway. That
1s to say, he should not operate a truck of such width as to endanger the private

i vehicle in passing, nor should he operate that truck at a speed which is unsafe
to other users of the highway. Nor should the weight of the truck be of such a

e character as undoubtedly to damage the highway and thereby place an increased

burden upon the state. Those who use the highway should be on an equality
& with respect to the use of it. Secondly, he who uses the highway should pay a
. reasonable charge for the use of that highway. To the individual citizen it may
come in the form of a gasoline tax or a tax for the construction of highways, or
whatnot, but whoever uses that highway ought to pay a charge commensurate
with his use and the profit he gains from the use of that public facility. Thirdly,
the rates and fares which are employed by the users of the highway should be
subject to the same form of regulation as applies to railways and steamboats
and everything else. If it is a public form of transport, then the public certainly .
% should have a voice through a commission with respect to what the charge should
i be to the public. Fourth, those who employ the highway for commercial purposes
' should subject those who drive their vehicles to reasonable mental and physical
tests. That is to say, you should not confide a bus laden with passengers to a

,l-i man who may have advanced heart trouble, or who might have deficient sight,
fur or who might have some other defect. The railways oblige their engine men
7 and firemen to pass an examination for sight and hearing, and, generally, their
s physical condition is under review from time to time. Certainly, and to a much
s greater degree, he who drives a truck or a bus, whether it is laden with freight
e or passengers, ought to be in sound physical condition to safely perform his
e function. Now, if these things which I have ventued to enumerate were imposed
'J{{ on the commercial user of the highway in the form of regulation, then I do net
R b think the railways or anybody else would have any complaint. We would have
o to take our medicine. We would have to say, “here is a reasonable competition;
Ep f we have got to meet that competition, and if we cannot meet it we will have to

go by the board.” Now, that is briefly the situation as I see it with respect
to highway competition.
Mr. Hanson: That is the conclusion they have reached in England.

S Sir HeNry THorNTON: Now, I am not sure whether they have gone that
ik far or not. I haven’t had any information as to just what the highway laws are,
T but it is an exceedingly serious situation in England. - First, because England is
%T covered with remarkable highways; secondly, distances are short; and there is
e a third reason, the climate is mild. We have our wonderful winter which comes
along once a year and which helps the railways considerably in the matter of

highway use.
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Mr. Haxsox: Before you leave your survey of the eapital account, would
vou deal with the question of new construction, new acquisition, during this
eight-year period, because that is a substantial part of your capital expenditure?

Sir Hexry THoryTON: I will give you the detail of that: branch line con-
struction—again I will give round figures—$65,000,000; lines acquired, $19,000,-
000; coordination of facilities, $6,300,000; rolling stock—that is to say engines,
freight and passenger cars—

Mr. Hanson: $90,000,000?

Sir HEnry THORNTON: $19,000,000.

Mr. Hansox: I am speaking of the aggregate of these three items.

Sir HENry THORNTON: Branch line eonstruction, line acquired—

Mr. Haxsox: And coordination.

Sir HExry THoOrRNTON: That adds up to $91,000,000.

Mr. Haxsox: Now, with reference to that—

Sir Hexry THORNTON: You understand what I mean by coordination?

Mr. Hansox: I think I do.

Sir HeExry THORNTON: Perhaps I should explain that. By coordination I
mean this: this railway is made up of the Grand Trunk Pacific, the Canadian
Northern, the old Grand Trunk Railway, the Transcontinental and the Inter-
colonial. The particular lines with respect to which coordination expenses were
necessary were the old Grand Trunk, the old Canadian Northern and the Grand
Trunk Pacific. We had to fit those properties together. That involved certain
construction; certain things had to be done to make the three lines fit in together
as one unit. That is what we mean by coordination expenses.

Mr. Hansox: Now, dealing with the first two first, if I am permitted now
to ask some questions—

Mr. Heaps: May I ask if Sir Henry has finished his statement?

Sir HENrRy THORNTON: I have substantially finished. There was the state-
ment with respect to capital expenditures and what might be called auxiliary
expenses chargeable to expenses properly in order to bring the whole property
up to a state of reasonable efficiency, Y

Mr. Haxson: Now, dealing with the two first items of your construetion
of branch lines and the acquisition of lines, $65,000,000 and $19,000,000.

Sir HExry THorNTON: That would be roughly $84,000,000.

Mr. Haxson: T have in mind the three-yvear programs that were started
when you first came into the Presidency. As vou will recall they were before
Parliament. All those branch lines in the $65,000,000 were under construction.
What proportion in millions, we will say, was involved by the railway manage-
ment; what proportion was involved by the late administration?

Sir HExry THorNTON: 1 will answer that as best T can hut I do not know
that it is susceptible to a precise answer. T am not trying to dodge anything.
I want to tell you frankly what the situation was. I will just take one or two
properties. Take the Montreal and Quebec Southern. Now, the project for the
purchase of that property originated with the officers of the company. We
knew the property was for sale. It served a territory which was in what might
aln_xost be called the territory of the Canadian National Railways, a territory
which we believed because of its situation in the eastern part of Canada, the
probable availability in the future of cheap electrical energy, we felt it would
probably become an important manufacturing district, Naturally, we had rea-
son to suspect that it might fall into the hands of the Canadian Pacific railway.
I do not know whether it would or it would not, but at the same time that is
something we have got to consider. I think I can say in passing that those days
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are fairly well over and that we have reached an understanding which is going
to prevent any competition with respect to building and buying, but that is by
the way. However, our officers examined the property, and we felt that the
interests of the company demanded that we should buy that property if we
could get it at a decent price, We made our recommendation to the government
and gave our reasons, and they were accepted. Now, when we come to the pur-
chase of the Gaspe lines, those railways had been performing a somewhat in-
different service to that part of the country for many vears. I cannot recall
if this came from the late government or from the officers. My recollection
is—I will speak quite frankly—that the government said, “now, you had better
consider and examine whether you can justify the purchase of those lines,”
Well, we thought it over and we looked at it—and mind you anything that I
express carries with it also the full approval of our operating Vice-President
and the officers of the company; I do not want anybody to get the idea that this
is a kind of dictatorship; I consult with all the officers with respect to anything
that is done insofar as their provinces go—we finally came to the conclusion that
we could justify the purchase of those lines on the basis of fifty cents on the
dollar. That is to say, if we take the cost of construction and cut it in two
and pay fifty cents on the dollar, we might be justified in purchasing it. And
that is the way that came about. Now, when we come to the other large invest-
ment we made in the Northern Alberta railways, that had been under discussion,
I think, ever since 1924,
Mr. Hanson: That is the one you purchased with the C.P.R.?

Sir HENry THorNTON: Frankly I wanted, and all our officers agreed with
me, to get that railway for ourselves, and we finally got into more or less of a
jam over the thing and we found that both the C.P.R. and ourselves were
more or less bidding against each other. So we said, “let us stop this poker
game and make a joint proposition.” It really resulted in the Canadian Pacifie
buying the land and offering us a half interest. I think I am safe in saying
that that was more the recommendation of the officers of the railway than bf
the government. The St. John Valley railway—Dr. Baxter spoke to me about
that—he had been discussing that purchase for, I should think, at least a vear
or more. Well, we didn’t particularly want to buy it, but at the same time,
in view of what the Premier said at that time the situation which confronted
the province, and the probability of making something out of it for the future,—
because, mind you, when most of these purchases were made everything was
-booming in Canada—it looked as if we were going ahead for I don't know how
many years, and that was the result of the negotiations between the officers
ol the company and the provincial administration. They made us an offer ani
we rejected it, and made an alternative offer, and we plaved little poker with

~ cach other. Finally we dickered around and came down to a price. That was

recommended to the government and accepted.

Mr. Haxson: I have in mind particularly the schedule of branch lines
asked for in the first three years program which included ecertain branch lines
that were acceded to by parliament and certain ones which were rejected.
Among those which were rejected was the Guysboro Branch which you are now

' building.

- Sir Hexry THOrRNTON: Yes.
- Mr. Hanson: 1 want to know if this is a fair question—I do not want
to put you in any hole—if it is not a fair question say so frankly and I will
‘ it.

Sir Hexry THorNTON: You do not need to drop anything.
Mr. Hanson: Was it the government that imposed the Guysboro Branch
or was that the railway?
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Sir HEnry THorxToN: Well, of course, the most ardent advocate of the
Sunnvbrae Branch was Colonel Cantley, and the Colonel fought and died over
that branch line—excepting, that he didn’t die; he finally came out on top. The
proposal to build a branch line was the result of many discussions that I had
with the Colonel, and probably eventually I yielded to his well known blandish-
ments. Politically 1 should say that the Sunnybrae line was a co-operative
movement for once between both parties, as nearly as men get to it. However,
it had been a bone of contention for many years, and finally, after discussing
the matter with all of our officers, we came to the conclusion, “well, it is not
so tremendously attractive; we hope that the predictions of Colonel Cantley
will prove correct; we are willing to take a chance on his judgment” and we
said, “all right, we will agree to it.” That is the way that came about.

Sir Eveine Fiser: What was the amount of the commitment?
Hon. Mr. EvLer: Has Colonel Cantley’s judgment been justified so far?

Sir Hexry THorxTON: The railway is not finished. As soon as it is
finished, probably a good deal of traffic that is predicted will develop. At least,
I have enough faith in it that all things considered, it was a reasonable thing
to do. 2

Mr. Canteey: It was fully justified, Sir.

Sir Hexry THorNTON: The Colonel is an awfully hard man to say no
to. The total commitment is $4,025,000. Now, in all these acquisitions and
branch lines and one thing and another I think you have to recognize, and 1
believe that you will recognize, that the Canadian National railway as a state
owned institution stands in just a little different position from a purely privately
owned railway company. We have certain responsibilities to the people of
Canada and to communities which do not exist with nearly the same force with
respect to a private company. We necessarily must be somewhat more broad-
minded in our point of view with respect t¢ branch lines, and constructions
which develop® communities than a purely privately owned railway. Now
there comes a time, of course, when judgment must intervene and when a rail-
way administration must say to the government—I do not mean either a Liberal
or a Conservative government, I mean the government—‘no, we cannot recom-
mend that, it cannot be done, it is not sound;” but there are many cases, and
this Sunnybrae line was one of them, where there was a question whether it
was good judgment to build it, or whether it was better judgment not to build
it. In a case like that we felt that the proposition was entitled to the benefit

_of the doubt.

Sir EveeNe Fiser: 1 suppose in many cases the judgment of the officials
has taken precedence over the exigencies—

Sir Henry THorxTON: As far as that is concerned, we have always
endeavoured—and I think I speak for the officers of the railway company as
well as myself—to speak frankly to the Minister of Railways who happened
to be in power at the time and to tell him exactly what our point of view
~was; and we have done that, I may say, with frankness, and, 1 think, fidelity.

Mr. BeLL (St. Antoine): Returning to your general statement could I ask
you to enlarge it in this regard: the revenue this vear as I understand it is
$20,000,000 less than last vear—$26,000,0007

Sir HExry THorxTON:  $46,000,000.

Mr. BeLL (St. Antoine): What proportion of the gross revenue would that
be, roughly about one tenth? :

Sir HENgy TuorxTON: No, that will represent about a little more than
twenty per cent.
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Mr. BeLL (St. Antoine): Now, in discussing the estimates, is this a fair
question: what is the policy of the railway regarding this year’s depression:
is it for strict economy in everything, labour, material, or whatever it is, or will
vou simply reduce it proportionately to your loss of revenue?

Sir Hexry THorntON: 1 will answer that question in this way. I will
begin with the Minister of Railways representing the proprietors, and I think
I may go so far as to say that the opinion of the Minister of Railways repre-
senting the proprietors is that with intelligence, and we must always introduce
intelligence into anything, there should be a rigid strict economy. .In other
words, that we should promote efficiency wherever possible and reduce expenses
wherever possible. With that poliey the officers of the company and myself
are in entire accord. We have run into a rough bit of weather. During that
period we have got to reduce our expenses wherever possible, but there is a
point which you reach, and it is a technical point, when reduction in expenses
18 not really economy. That is to say, vou may allow the property to deterior-
ate to such an extent that you will have to spend more than you save in order
to bring it back to a state of efficiency. 5

Mr. Hanson: That refers particularly to deferred maintenance.

Sir HeENry THorNTON: Yes, exactly. In other words, with intelligence
and prudence, such prudence and intelligence as we can muster. We are
endeavouring to promote efficiency and increased— ’

Mr. BeLL (St. Antoine): Without practically any arrangement other than
you—

Sir HeExry THorNTON: May 1 say this: you have to take into some
consideration the people who are employed on the railway. They have certain
rights that have to be regarded by both the government, as I understand it,
and by the railway company itself. You cannot turn a horde of people loose
upon the street and merely transfer the burden of their maintenance from the
railway company to the city or to the province or to the fedefal government;
in other words, in all these things you have to introduce a degree of intelligence.
So you see the motive back of the whole thing is increased efficiency and
increased economy.

Mr. CaxtLey: Reduction along—
Sir HENry THorNTON: Wherever possible.

Hon. Mr. EvLer: With regard to your capital expenditure, it must pass
the approval of the Minister of Railways and the government.

Sir HENry THoOrRNTON: Yes.
Hon. Mr. EvLer: Any substantial reduction, or anything so far as the opera-

tion of the road is concerned?

Sir Hexry THorNTON: Well, as far as that is concerned, both the present
Minister and other ministers—I have always discussed the condition of our
expenses, our revenues and things of that sort, with them. I have got the
Minister’s opinion with respect to the measures that we are adopting, the road’s
expenses; but necessarily when you come to the detail of the execution of the
expenses, the Minister leaves that to me to say how many section men we
shall have in a gang, and details of that sort; but there has been—

Hon. Mr. EvLer: In a large way.

Sir Hexry THorNTON: There is to-day, Mr. Euler, and I think the
Minister will permit me to say so, the closest contact with respect to all
matters which relate to the policies of conduct of the railways.

Hon. Mr. EvLer: That has always been the case.
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Sir Hexry THorNTON: I have always done that, or tried to at least. Of
course, naturally to-day when conditions are more severe and we are in a
rougher stretch of weather than we have ever been before, the contact with
the Minister must necessarily and properly be closer than it has been previously.

Hon. Dr. Maxton: May I put in one phrase. 1 agree entirely with every-
thing Sir Henry Thornton has said in regard to assistance given by the govern-
ment in the matter of economies; at the same time anything in the shape of
economies in operation and maintenance of the road itself, in the ordinary
operation and management of the road, the whole responsibility for that
naturally falls upon the management and the directors.

Mr. Hanson: That is under the statute, is it not?

Sir Hexry THorNTON: Of course, that is perfectly obvious. All I can say
is that it is a matter of ordinary common sense, that I would discuss any
measure or policy with the Minister, and I would like to have his advice
sometimes; but the Minister is quite right, the officers of this company are
responsible for its administration, and they have to carry out that responsi-
bility with such intelligence and fidelity as they command.

Mr. Fraser: The reduction in your expenses as compared with 1923 and

1930 involve a reduction in your personnel, employees and officers, and that
sort of thing.

Sir Hexry THornTON: Well, there has been an automatic reduction, of
course, in employees naturally. Take for instance freight service—

Mr. Haxsox: There has been.

Sir HeNry THorNTON: There has been, generally; as business falls off
engine men go back to firemen, and the junior fireman has got tc get out of the

service; he has nothing else to do. In the same way the junior conductor
becomes a senior brakeman, and the junior brakeman is put on the extra list.

Mr. Fraser: Would there be a reduction of employees on account of
coordination?

Sir HENrY THORNTON: Yes, on account of coordination.
Mr. Fraser: You would expect that?
Sir Hexry THorNTON: Yes.

Mr. Fraser: How does your entire staff compare now with 1923? The
number of officials and the number of employees of all kinds.

Sir Hexry TrHorNTON: I may not be able to get that for a few minutes.

~ Mr. Hanson: While you are looking up that, may I ask this question:
this is part of your working arrangement with the unions?

Sir HENrRY THORNTON: Yes.

Mr. Hanson: That they go back as the traffic decreases.

Sir HExry THorRNTON: Eight thousand less, is the actual figure,
Hon. Mr. Evier: Has there been any reduction in wages?

_Sir Henry TaorxTON: Noj those wages are all matters of contractual
obligations with the unions.

l\gr. Haxsox: There has been a clerical reduction, reduction in time, and
%0 on?

Sir Hexry TuorNTON: There has been a reduction of time in the shops.
We are working our shops five days a week instead of five and a half, and the
curious part of it is production is praetieally the same in the five days as it
was in the five and a half days.

Hon. Mr. EvLer: What is the explanation of*that?
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Sir Hexry TuorNtoN: Why, the explanation i a very simple one.
Saturday morning you only have a half day to work, and it is almost impossible
to start any particular job of any importance and finish it, and the result is
there is not very much production. That is, what you would consider produection.
There is a lot of work done, but it does not find expression in production.

Mr. Hanson: 1 suppose there is the fear too, that there will be further
reduction coming and the men will have to work harder?

Sir HeNry THorNTON: [ did not get that.

Mr. Hansonx: 1 suppose there is the fear too, that there will be further
reduction in time and the men will have to work harder? 4

Sir HENry THORNTON: Well, you have only got a certain amount of work.
We have tried to keep our shop busy by doing in our shops work which under
other circumstances we would perhaps let out, and generally under contract
outside. We have felt that our first obligation was to see to it that so far as
possible our shop people were reasonably busy, and we have therefore built
certain engines, certain cars in our own shops for that purpose. We believed
we had that obligation to our own men, and incidentally I may say everything
that we have done in that connection has been done with the full approval, I
can say with the cordial approval and assistance and co-operation, of the trade
unions,

Mr. BeuL (St. Antoine): Could we have a statement, Sir Henry, of the
increases and decreases in wages?

Mr. Hanson: He has the percentages there.

Sir HeNry THorNTON: I think you will find it in that pamphlet you have,
Mr. Bell.

Mr. Hanson: He has a very illuminating chart in dollars and cents, and
a comparison with the—

Mr. BeLL (St. Antoine): 1 mean over the entire system. Has there been
an increase or a decrease in wages?

Sir Henxry THorNTON: There has been no alteration, generally speaking,
Mr. Bell, as applied to classes in remuneration on the Canadian National Rail-
ways. As compared with 1929, taking 1930 and comparing it with 1929, there
has been no reduction in class remuneration.

- Mr. Fraser: Was there an increase in 1929?

Mr. BeLL (St. Antoine): 1 am speaking of the amount, Sir Henry, not of
classes.

Sir Hexry THorNTON: The wages are considerably less, and I think
perhaps you will find it in that pamphlet.

Mr. HansoN: As a matter of fact, Sir Henry, in the eight-year period
there has been an increase in certain classes of wages.

Sir HeENry THorNTON: Yes, Mr. Hanson, there has been an increase to
shop men and an increase I think about five per cent to men in the train
service. The reduction in the payroll in 1930 as compared with 1929 is
$17,000,000.

Sir Eveene Fiser: Has there been a reduction in the administrative staff?

Sir HENry THorNTON: Yes, but I cannot just tell you offhand without
going into it, but I can tell you there has been a substantial reduction, one
‘vice-president has been eliminated,

Mr. Hanson: That was done recently?

Sir HENRY THORNTON: Yes.

Mr. Haxson: That reduction is very recent.

T —
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Sir Henry TuorNTON: Yes; and there has been a general reduction in
the administrative staff. s

Mr. Heaps: Would it be possible to bring down at the next meeting a brief
synopsis of the last five years showing the number of men employed in the
railways and the total amount paid in wages over that period?

Sir Henry THorNTON: Yes, we can get that as well, Mr. Heaps.

Mr. Heaps: I know that something like that is given in the statisties of
the Bureau of Labour.

Sir Hexry THorNTON: We have it here, Mr. Heaps. I can give it to you
right off the grill. E

Mr. Heaps: So much the better,

Sir Hexry THorxTON: Now, this includes pay rolls and capital account
as well as chargeable to expenses. The total payrolls for the—beginning in
1923—the total payroll in 1923 was $154,600,000, representing 108,000 em-
ployees; 1924, 102,000 employees, and $146,000,000; 1925, 99,000 employees,
and $147,700,000—I am just giving you round figures, I take it that is what
vou want—in 1926, 104,000 employees, $152,700,000; in 1927, 104,600 employees,
$160,000,000; 1928, which was, of course, our biggest year, when we had our
largest gross earnings, 108,792 emplovees, $169,700,000; 1929, 111,000 employees,
$174,000,000; 1930, 100,000 emplovees, $156,000,000, and in April, 1931, the
rate on which we are giving vou a prediction forecast for 1931, 89,199 em-
plovees and $142,000,000> Were those the figures you wanted?

Mr, Heaps: It indicates those who are engaged on capital construction. I
presume quite a large number of employees in April of this year were engaged
in branch line construction?

Sir Hexry THorNTON: Not very many.

Mr. Heaps: It shows quite a respectable drop.

Sir HExry THorNTON: We can separate them between capital account and
expenditures, if you like.

Mr. Heaps: Can you also separate what you would call the official staff
and the operating staff?

Sir HExry THorNTON: Well, this might interest you. This might answer
vour question. There are 2,104 employees on the lines of the Canadian National
Railway who receive over $3,000 a year in salary, and their total remunera-

tion represents approximately $9,000,000. Does that give you the information? *

Hon. Mr. Evier: If 1 took the figures correctly, I took the number of
employees as 111,000 two years ago. .
Sir HExry THorNTON: In 1929,

Hon. Mr. EvLer: They are down to 89,000 this year, so the reduction is
over 22,000.

Sir Hexry THorNTON: A good many of these have just automatically
dropped out in connection with the reduction of transportation services.

Mr. Hanson: It is the biggest factor.

Sir HeENry THorNTON: It is a fairly large factor.

Hon. Mr. EvLer: The Hudson Bay Railway is not included in this at all.

Sir Hexry THor~NTON: No.

Mr. Haxson: You are building that on account of the government?

Sir Hexry TrorNTON: We are acting as agents of the government.
~ Mr. Hanson: Sir Henry, does that 89,000 represent administrative execu-
tives, employees and everything else?

Sir Henry THorNTON: Yes, everybody that is in any way, shape or form
associated with the railway.
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Sir Eveene Fiser: Who are drawing union wages?

Sir Hexry THorNTON: All kinds of wages, everything.

Mr, CaxtLey: From the president down?

Sir HeNry THorxTON: Evervthing, everybody.

Hon. Mr, EvLer: Can you tell us the aggregate wages paid for the 111,000
employees, and what was the amount of wages paid the 89,000 employees?

Mr. CanTrLEY: He just gave us that.

The CHamrman: He just gave us that, $174,000,000 for the 111,000 em-
plovees, and $142,000,000 for the 89,000 emplo_vee=

Sir Henry THorNTON: The answer to your question is this, and this of
course, is simply a prediction for that period. It will probably be less than
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these figures which I am giving, because we are constantly finding new and
better and cheaper ways of doing things to-day. The prediction to-day is this,
that for the year 1931 the number of employees will be 89,199, and their total
.3 remuneration will be $142,000,000.
2y Hon. Mr, EvrLer: How much was the amount for the 111,000?
& Sir Hexry THorNTON: In 1929 we employed 111,575 individuals, and we
fg‘ ~ paid them $174,345,000.
o Mr. Kenxeoy: I hear some criticism of the administrative costs of the
3 Canadian National Railways. Have you any statisties showing how they com-
& pare with other lines?
i-'f' Sir Hexry THorNTON: We can get that; we have not got it. But taking

in salaries and expenses of general offices and salaries and expenses of clerks
and attendants, there has been a reduction of about $85,000 as compared with
1930 and as compared with 1929. Now, let me answer your question in this
way, although perhaps I can get some more definite, precise information. The
salaries which are paid on the Canadian National Railways and in connection
with what you would describe as general offices and the expenses and their

ot
e

+  general officers, are substantially the same as you find in any railway of
e similar size and importance on the North American continent. There is gen-
de erally a known scale of salaries with respect to various classifications of offices,
i just as there is a going uniform wages which applies to the machinist and the
3 conductor and the enginemen and everyone else; and those who are in business

know, of course, what those are. The answer then to vour question, if I may
_s0 put it, is—and you may believe me or not, as you like—that the scale of
salaries which are paid on the Canadian National Railway is commensurate
and the same as those paid for similar service generally on railways in Canada
~ . and the United States of America.

Mr. Kexnepy: If there is a known =('ale what is the objectlon to publish-
ing the facts in connection with the salaries?

Sir Hexry TaorNTON: Well, simply this,—
Mr. Kenneoy: I am not saying it should be done.

Sir HENry TrHorNTON: Simply this: we have found upon one or two
occasions in the past, where the salary of an important, efficient officer has been
given,-he has had immediately offers from other companies elsewhere, and an
attempt to attract him from our service. That is one reason. The second reason
- is that the condition of service and the emoluments to officers are properly the
funetions of the Board of Directors. If the Board of Directors have not ‘that
function, then they have no function. That is one of the responsibilities with
which they have been charged.

Mr. HansonN: You say there has been a delegatnon of authority by parlia-
ment in that respect?
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Sir Hexry TuorNTON: Yes, in fact, if you wish, I was talking to the
president of a very important railway not so very long ago, within the last two
or three weeks, and, he said “I would not give under any circumstances the
salary of any officer to any board or shareholders themselves.” That is a
responsibility which rests upon the board of directors of the company, and as a
matter of fact the amount of money which is paid to those who are generally
known as executive officers represents a very small proportion of the total
expenses of the company. :

Mr. Hanson: That is true, but I would think that is a pretty high-handed
attitude for any general manager to take with respect to shareholders. I think
I could get the information, if I wanted it, if I were the shareholder of a cor-
poration.

Sir Hexry THorxTON: Well, knowing vour well-known legal ability, of
course, I would say yes.

Mr. Haxson: I think I could find out what the salaries are.

Sir Hexry THorxTON: All our shareholders are not quite so good lawyers.

Mr. Hanson: That is neither here nor there, Sir Henry. I think the position
has been accentuated by the statement that was made in the House very recently
in reply to a question that there were thirty-five officers of the Canadian National
Railways who were obtaining salaries in excess of that paid to the Prime Minister
of this country.

Sir HExry THORNTON: Well, the Prime Minister—

Mr. Haxson: And it was rather a shock to the members of the House, I am
not going to speak for the public.

Sir Hexry TaHornxTON: Well, the Prime Minister of the country is
notoriously under-paid.

Mr. Hanson: I agree absolutely with that statement, but there is the fact,
nevertheless.

Sir Henry THorxTON: It is one of those unfortunate things. If T were
running the show, I would promptly increase the salary of the Prime Minister.

Mr. Haxsox: I do not think the country would stand it now, but so far
as the members of the House of Commons are concerned, I think that they ought
to pay the Prime Minister and the members of the Cabinet more money.

Sir HENry THorNTON: T agree with you, and I have always felt that. I
would go a little further. That is one of the troubles under our popular form of
government. Here is a great country which demands in its executives and its
parliamentarians the best brains of the country, and if there were trade unions,
they would not stand for the salaries that are paid five minutes.

Mr. Haxson: I think it would be a good thing to form a—

Sir Hexry THorNTON: Mr. Hanson, there are conductors on our railways
who are making more money than members of parliament.

Mr. Heaps: I think we will have to organize members of parliament.

Sir Hexry THorNTON: Why don’t you start a parliamentary union?

The Cramrman: I think some of us had better get a job as conductors.

Gentlemen, we have had a very full meeting. It is five minutes to one
o’clock and I should like to know what days you desire to meet next week. I have

a suggestion to make, that we have three meetings next week, Tuesday, Wednes-
day, and Thursday.

Mr. Heaps: 1 should like to get some information on the position of the
government——

_The CHAlRMAN: 1 might say in reference to that, we cannot bring it down
until the Minister gets his billd in the house, so that they can be referred to the

B i foadl
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o ~ committee. We cannot go into the bills; we cannot go into the details of the
matters until the bills have been presented g0 that questions may be asked
in this committee.

~ Hon. Dr. Mantox: I will endeavour to get them for you; I will endeavour

Sir EveENe Fiser: 1 think you can easily get them.

Hon. Dr. MaxioN: There are all of last year's expenditures to deal with.

- We are not going to get right at those in one meeting. Last year’s expenditures

are still to be dealt with, and you have Sir Henry Thornton’s general statement

upon which the commxtttee no doubt, wishes to ask questions. We will make

every endeavour to get the whole matter arranged so that everything will be
~ before the committee.

v Sir EveeNe Fiser: What time does the meeting open on Tuesday?

- The Cuamman: Eleven o'clock on Tuesday. We will try to continue this

 meeting so that the committee will go on on Wedneday and Thursday as well.

- Sir EveiNe Fiser: Shall we sit while the House is in session?

The Cramrmax: We are getting permission to do so.

. ~
"l‘he meeting adjourned until Tuesday, June 9, at 11 a.m.

!
. '
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MINUTES OF PROCEEDINGS

Tuespay, June 9, 1931.

The Select Standing Committee on Railways and Shipping owned, operat_ed
and controlled by the Government met at 11 a.m. Hon. Mr. Chaplin, the Chair-
man, presided. '

Members present: Messrs. Beaubien, Bell (St. Antoine), Bothwell, Cantley,
Chaplin, Duff, Euler, Fiset (Sir Eugéne), Fraser (Cariboo), Gobeil, 'Gray,
Hanbury, Hanson (York-Sunbury), Heaps, Kennedy (Peace River), McGihbon,
MacMillan (Saskatoon), Power, Rogers, Stewart (Lethbridge).

The Minister of Railways and Canals was out of town on account of the
serious indisposition of a relative.

The Chairman ruled that questions already on the Order Paper of the
House and disposed of by “Order for Return” should not be submitted in this
Committee. He declared, further, that he would not allow any answer to any
question that had reference to any contract presently in force; but any contract
completed might be inquired into.

In the Chairman’s opinion, no question should be allowed that might in
any way be considered as detrimental to the interest of the Company.

Mr. McGibbon referred to apprehension prevalent by reason of alleged
extravagance in salaries paid by the Canadian National Railways. Discussion
followed respecting this matter.

On motion of Mr. Hanbury:

Resolved,—That further discussion concerning Canadian National Railways
salaries be deferred until the return of the Minister of Railways and Canals,

Sir Henry Thornton answered a question which was asked yesterday by
Mr. Heaps respecting the number of employees of the Canadian National Rail-
ways and their compensation for the past five years (by years) divided as be-
tween Capital and Operating Expenses.

Mr. Hanson having suggested that the comparison made yesterday by Sir
Henry Thornton (see page 11 of the printed Minutes of Evidence) as between

Capital and Earnings in 1922 and 1930 had left a wrong impression, Sir Henry
Thornton elaborated thereon.

Sir Henry Thornton explained the method whereby the Canadian National
Railways annual budget is prepared.

Mr. S. W. Fairweather, Director, Bureau of Economics, commenced the
reading of an “Analysis of 1930 Results of Operation as Compared with 1929.”

Mr. 8. W. Fairweather, Mr. 8. J. Hungerford, Vice-President, Operation
and Construction Departments, and Mr. J. B. McLaren, Comptroller, assisted
Sir Henry Thornton in supplying information. A

The Committee adjourned until Wedhesday, June 10, at 11 a.m.

JOHN T. DUN,

Clerk of the Committee.
204831} :
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MINUTES OF EVIDENCE

House or Commons, Room 231,
Tuespay, June 9, 1931.

The Select Standing Committee on Railways and Shipping met at 11 a.m.
Honourable J. D. Chaplin, Chairman, presiding.

The CHaRMAN: The Minister of Railways and Canals is unfortunately
not able to be here, but the Hon. Mr. Dupré will be here in a minute or two.
We will go on with the business of the committee in the meantime.

Mr. Hanson: What are we to take up to-day?

The CHaikmax: I just want to make a statement in reference to some
questions that were put to me at the last meeting through Mr. Pouliot. The
questions that Mr. Pouliot asked this Committee to take up are questions that
are already on the Order Paper, and the whole of those questions have been
submitted and are now subject to orders of return in the ordinary way. 1 feel,
therefore, and will decide that this Committee will not touch any questions
that have been placed and are before Parliament, an order having been given
for their return. There may be some of those questions that may be answered
as we go along, and there are others that will take some time, and we have to
give the officials the regular time to get those out. That is all I have to say
as to that. The business that will be taken up will have to do with the regular
business that has already passed; I mean by that, any new business referring
to these printed estimates cannot be touched until we get the reference from
the House. That is to say, bills or orders before the House have to be attended
to first.

Mr. McGiseoN: Mr. Chairman, T have been trying to get information.
Some of my questions have been answered, and some of them have not. Now,
you remember, Sir, that twelve years ago you and I supported the Government
that controlled these railways. We felt that we had no alternative, and did not
want any alternative at that time. I am still in that position. The National
Railways are the property of the Dominion of Canada. They are our property.
We are interested in the success of them. At that time there was no alternative;
the Government refused to let them go to the Canadian Pacific Railway; and
you rmember, Sir, at that time, and the late years during the wa#, there were
negotiations started, I believe in the old Canadian Northern, to let these rail-
ways go to the C.P.R. I believe the old Grand Trunk was the same. That was
fought by the Government of the day that you and I supported. Personally
1 still support it. But it is needless to shut our eves to the fact that there is
great anxiety throughout the country. You hear it in the railway trains, hear it
in hotels and clubs—anxiety predicated, I believe, on the people’s interest in
their own road. In connection with that you hear extravagant statements
made. It is not for me to say whether they are true or not true, but certainly
it is in the interests of the country that the truth should be known. I represent
forty thousand shareholders of this railway, and in particular nine thousand
voters, and I placed questions on the Order Paper some time ago, and I would
like to get the information. There are more that will come up that I am going
to submit to you on behalf of the people of this country, that is, to see whether
there is rank extravagance that the people are saying is taking place. I do
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not think we can do better, Sir, than start at the top. I would like to know
the salary of the President. I know it is stated in the Order in Council at
£75,000 and expenses, which I am not prepared to contradict; but the statement
is made that additional salaries, emoluments of some kind, have been drawn from
some other sources connected with the railway, and the sum which you hear has
gone into extravagant figures, in my opinion. I am not saying whether it is true
or not true, but I do say that, representing forty thousand people of this country
in general and nine thousand in particular, that the people have a right to know.
They have partial knowledge of the President’s salary; that was made public;

i but if that is not the complete salary we ought to know it, and we are entitled to

%g that. It has been admitted by the Parliament of Canada, and I would like to
- have your ruling as to whether the questions I asked in the Order Paper of the
fot, House, and others which I purpose asking, will be answered later on.

R The Cuammman: Well, gentlemen, this in my opinion represents the share-
holders of the company. This is, in fact, the annual shareholders’ meeting of
i T the Canadian National Railway, and such questions as do not affect the actual

s - running of the railway—that is to say, questions that would affect the running

b of the road but that would give information that would be detrimental to the road,
detrimental to the business of the road, I would question, and if I had my own
way refuse such questions in the Committee. But the questions as to the salary
of an official of the road I could not treat as other than justifiable, because I
have been at enough meetings of shareholders to know that that is a share-
holder’s privilege, and any officer of a company that would not give that infor-
mation would very likely lose his job. That is exactly the way I view this, and
if T am to be the one to detérmine it I would say that that question is perfectly
proper and regular.

Mr. McGieeon: Is that your riling, Mr. Chairman?
R Mr. CaamrmaN: That is my ruling.

Mr. Grey: Is Mr. McGibbon’s question in the same position as Mr.
Pouliot’s are? What are on the Order Paper? Are his questions to be answered,
and Mr. Pouliot’s not?

Mr. McGissox: Mine are not.

Mr. Grey: If they are on the Order Paper they should be before Parlia-
ment.

The CratrMAN: There is some difference between the questions. The ques-
tions submitted by Mr. Pouliot have been determined by the House. The House
has given an order for those questions to be answered in the regular course of
~ business. It takes some time to gather the answers together. Of the questions

~ that Mr. McGibbon has put before the House, two at least, probably more, that
- have been put by Mr. McGibbon may have been referred by the Government
- to the Railway Company, and in reference to those questions the Railway Com-

y say that it is not in the interest of the road that they be answered. While
that is their point of view, I may say that my point of view is different. Now,
if that point of view is not correet, this Committee is in power, and not me. 1
“have given the ruling and you have the same recourse to my ruling as you have
anywhere else.

- Mr. Beun: Mr. Chairman, my previous experience with this Committee

has been this, that the President and officers never refused to give a member

- any information that he asked; but the point is this: Does Mr. McGibbon require

- this for his own information, or will it be given out publicly here? It may be

~ detrimental to the running of the Canadian National Railway. I agree with

your ruling, but I believe that the Officers of the Canadian National Railway
have never refused to divulge any information.
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The CHAlRMAN: So far as I know of this Committee—and I have been on o
the Committee regularly—I have never heard of any question that has not been 2
fairly well dealt with; and if any questions were to arise that in my judgment e
would be to the detriment of the road I would refuse to put the questions, or P ";J
refuse to answer them. I simply say this; if the majority of this Committee do 1
not agree with me it is their right to dispute my decision in the matter. Of the A
questions that Dr. MeGibbon asked, one had reference to the President’s salary. < ‘1
That salary is a matter that everybody knows about. It was made by the S
authority of Parliament. Surely there cannot be anything wrong with an enquiry
about that salary or any other salary. If the salary of the President of the
road is public property—and it must be, because it is in the parliamentary paper
—then every other salary must be; it does not only apply to the salary of the
President. Surely that cannot be detrimental to the railway company; I cannot
see it. However, I simply make the statement again, that I am only your
servant, and if I am wrong in that decision, or if that decision is not satisfactory,
it is up to you to instruct me what you want.

Mr. Beavsiex: This is the first year I have been on the Committee. The
attitude that has been taken in the House of Commons was that it was not
in the interest of the railway company to give the salaries.

The Craikman: That is not quite correct.
Mr. Hanson: The management took that attitude.

Mr. BeauBiex: 1 stand corrected. That is the attitude the company
has taken, through the Minister, in the House, and I do not see any reason
why we should depart from that procedure. In the first place I do not suppose
Sir Henry Thornton had any objection to give his salary, but the railway
company, like any company—even your own company, Mr. Chairman, or
any company—if you have a secretatry or officials in any department, and you
go along and broadcast their salary, somebody might come along and pick
those men up, and so the railway company would be without them.

Mr. Hansox: You need not worry about that.
Mr. BeavBien: I am not worrying.

The Cuamrman: Now, gentlemen, you must not interfere. This gentle-
man has a right to speak. ;

Mr. BeauBien: Our experience is this; even if it is a private business—
and the Canadian National Railway, as far as that goes, is a private corpora-
tion—the Minister is not supposed to aet politically, anyway, and we should
not go too far in getting into the private operations of the railway company
where it will not do us or the public any good.

Hon. Mr. EvLer: One does not want to reflect on the chairman, who is
a very good friend, but after all, this Committee is the creature of Parliament
itself, and ean very well take an example from Parliament. Questions in regard
to this matter have been placed on the Order Paper, and I think the Minister
of Railways said that it is not in the interest of the road—

Mr. Hansox: He did not say that; he said the management took that
attitude. :

Hon. Mr. EvrLer: 1 take it, from that, that the Minister of Railways in
that regard followed the wishes and advice of the management. It all comes
to the same thing. The result was that Parliament, or a member of the Govern-
ment representing Parliament—the Minister of Railways—did not hand out
the information. If Parliament, then, took that attitude, as it actually did,
why should this Committee want to go any further than Parliament itself—

tE?t is, the Committee itself, being a creature of Parliament? 1 would ask
this—
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Mr. Haxson: Parliament has not replied.

Hon. Mr. EvLer: Why should we not follow the same course that Parlia-
ment has done? Ordinarily I am pretty much in favour of information being
made public, but after all, this road is a public project; why should it not be
conducted, as much as possible, as a business proposition, following the ordinary
rules of business propositions? With that view, I say we ought to take the
advice of those gentlemen who control it.

Sir EveiNe Fiser: 1 have been a member of this Committe in years past.
These officials of the railway company have already been brought before the
Committee. The view of the Committee then was that it was not thought
advisable that we should press that question, but the statement made by the
Minister in the House the other day did not indicate what my Honourable
friend, Mr. Euler, has just stated. The Minister said that the officials had
objection to these facts being divulged, and the result was that the matter was
before this Committee, and the reasons they were not willing to divulge the
figures would be given to this Committee. It is only a matter of a vote to
ascertain what is the opinion of the Committee. If the Committee decides
that the salaries of the high officials of the Canadian National should be made
public I think it should be done. If they decide otherwise, why, that is the view
of the Committee.
Mr. Heaps: I think if we keep on the way we are going here we will not
get very far. I think that any member who wants information, proper informa-
tion, should get it, but the man who ought to give us the information is not
here this morning—I mean the Minister of Railways. I think if we are going
to look into the salaries, we will take time that we need for going into much
more important questions. 1 am more interested in the operation of the Cana-
dian National Railways than I am in the salary of the President or Vice-
President, or any of the high officials of the company. I would suggest, however,
Mr. Chairman, as I am very anxious that this information should be given to
all the members of the Committee, that this question should be deferred until
the return of the Minister of Railways himself; and Mr. McGibbon might have
the questions put before the Committee at the one time. He has made a
statement here in regard to extravagances of one kind or another, and I would
like him to make the whole statement he is prepared to make, and to have it
made in a public character before this Committee. Personally I would like a
man who is saying there is something wrong in the salary to say what that
is. It makes a had impression, and it should not be made before the
Committee and before the country as a whole unless that Member has full
information. I think the matter should be deferred until Dr. Manion is here.

Mr. Hanson: Mr. Chairman, I am quite in accord with that suggestion.
~ I may say frankly that I think from a strictly legal standpoint we are entitled
to the information. I understand, however, that Sir Henry Thornton would
‘not desire that the infermation should be made public property, for the reasons
he has given. However, I do think that the Minister, who is, after all, our
chief in relation to the railways, should be present, and these questions should
be determined on a lead from him. I think he must take the responsibility of
determining it before the Committee, and T am quite willing that this matter
~ should stand until he returns, and then have it settled definitely one way or
the other.
e Mr. McGisBon: I do not want to take up so much of the time, but there
- are certain general principles. For instance, the public have a right to know
whether the contract with the President has been lived up to. Now, very likely
- the fact that the management will not say whether it has, may give the public
the right to think that it has not. If that is not given to the public—the
salary of the President, and the expenses—I may say that this thing is not
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kept under a bushel before the public, for you hear it every place, and the
sums that you hear are simply fabulous. I do not say they are true, but I
say this, that it is in the interest of the management themselves to deny, if
it is not true, and if a true statement of affairs is not made I contend that it
ought to be made, if for no other reason than to stop this talk. T am interested
in the National Railways. I was a supporter of the Government that promoted
it, and I was with them in the view that it would not be fair to put itself in
the hands of any organization that controlled all the railways of this country.
To my mind it is inconceivable that the National Railways should ever fall
into the hands of the Canadian Pacific. This is our property; we represent
the Canadian people; we have a right to know whether it is managed properly
and economically or not. I say again, in view of the widespread publicity that
is given to this talk, not only here in Ottawa but every place in the Dominion
of Canada, that the easiest and surest way to create confidence in the manage-
ment is for the management themselves to disclose the true state of affairs.
I say it was a mistake for the Government not to answer these questions,
because they are questions that could have been answered, and if the contract
had been lived up to, nothing more is being asked of the Canadian National
than a simple statement of that fact. Mr. Chairman, T say again, as a mem-
ber of this House, representing forty “thousand shareholders in this country, I
am entitled to that information

Mr. HaxBury: I agree with Mr. Heaps and Mr. Hanson, and in order to
bring this matter to a head I would move that the further discussion of the
salaries of the officials of the Canadian National be deferred until the return
of Hon. Mr. Manion, the Minister of Railways.

Mr. Hanson: I think it would be unnecessary to put that motion.

The CHamman: Is it your pleasure, gentlemen, to have the motion
made by Mr. Hanbury, to be put formally? (Voices—" Carried ”.) Seeing
that the motion was made, I will declare it carried.

Mr. Haxsox: What is it proposed to take up now?

Sir HeExry THorNTON: Might I interrupt to say that answers should be
handed in to questions asked at the previous meeting. Shall we follow that pro-
cedure? I think the consensus of opinion is that we should. Mr. Heaps asked
this question: “Number of employees of the Canadian National Railways and
their compensation for the last five years (by years) divided as between Capital
and Operating Expenses.” s

I have the answer to that question and will turn it in, but it has been found
almost impracticable to divide the number of employees between ecapital and
operating expenses because during a large part of the time a considerable number
of the men were working partly on matters chargeable to capital and partly on
matters charged to expense, and it is impossible to make a division, but we made

a division between the total amount spent on capital and the total amount spent ; 2t

on operating expenses and I will hand it in to go on the record.

Answer: Employees and Compensation including Eastern Lines and ex-
cluding Central Vermont is as under:—

Average Number Operating Capital and Total
of Employees labour other Accounts Compensation
L7 PR 103,952 $136,023,189 $16,720,119 $152,743,308
ML e wr st 104,671 141,323,692 18,792,510 160,116,202
RO o o ) e 108,792 150,754,658 18,937,646 169,692,304
PO O s 111.575 152,760,785 21,593,222 174,354,007
1930. o o AP 100,678 140,072,733 17,839,517 157,912,250

The CuamrMaN: T might say as questions come up we are keeping them all
by themselves so that next day we can segregate them and put them into sha
without any trouble. They will be read into the record as well. They will g: ;
answered here and they will get into the record in that way. :
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Mr. Hanson: What is the stage of the proceeding we are now at? If in
order, I may say that on page 11 of the Minutes of Friday, on speaking of
capital expenditure, Sir Henry Thornton said, “we take 1930 and compare it
with 1922 and find an increase in net revenue to the railway company about
$17,000,000, and then you have reference to the elimination of the Central Ver-
mont which had capital expenditures to about $30,000,000. You say in the
minutes, Sir Henry,—"

I am speaking of the instrument as a whole. Now these figures I
venture to give you are rather interesting. If we take the year 1930 and
compare it with 1922 we find that the increase in net revenue to the rail-
way company is $17,000,000. For purposes of making this comparison I
am going to eliminate the Central Vermont railway. The capital expendi-
tures on that railway amount to about $30,000,000. The additions to
capital on the rest of the railway composing the Canadian National rail-
ways amount to $370,000,000. I eliminate that because the Central
Vermont last year—and it is now on a paying basis—because last year
it met all of its fixed charges and it had a surplus of $150,000 besides. But
if I eliminate that—and I am doing that for convenience because that
happens to be the way the figures are prepared—we find that after elim-
inating the Central Vermont the increase in net earnings in 1930 as com-
pared with 1922 is about $17,000,000 and the inerease in capital is about
$370,000,000 and that the ratio of the increase in net earnings to the
increase in capital 4 66/100 per cent. If you take class one railroads of
the United States just as a matter of comparison, as a yardstick, to see
what happens, we find that the ratio is 4 14/100 per cent and if you take
the Canadian Pacific you will find the ratio is 25/100’s of one per cent.
In other words, our additions in capital in so far as efficiency is concerned
are rather more than the class one railways of the United States.

Now I would like to know exactly what you mean by that statement and
that declaration because I have been studying it since I heard it and if it means
you are allocating to the $370,000,000, the revenue of $17,000,000 I do not think
it a fair comparison. What about the billion dollars behind that $370,000,000
that helps to earn that money.

Sir Henry TuorNTON: I made a statement which 1 think is quite easily
understood that in 1930 and 1922 the gross earnings of the two years were
substantially the same. Oh, Mr. Hanson, this particular statement I might say
includes the Central Vermont but does not include the Eastern lines. I think
the statement I made as to capital and expenditure is plain here. As to what
perhaps you have some difficulty in understanding is this, that in comparing
1930 with 1922 the actual increase in net earnings was $17,000,000 in 1930 over
1922. That is the addition to capital was represented by $370,000,000. If you
take class I railways in the United States their addition to irerease in net earn-
ings in 1930 as compared with 1922 represents an increase of $205,000,000 or
practically $205,700,000. Within that period their addition to capital amounted
to $4,966,000,000. Now in our case, in respect to the income the ratio of increase
of our earning to the increase of capital was 4.66 per cent—with respect to
class I railways in the United States the ratio of increase in net earnings in
capital was 4 14/100 per cent, and with respect to the Canadian Pacific Railway,
as far as it is revealed from their report the increase in net revenue was $584,000
and in the intervening period capital of $232,000,000, making a ratio of 25/100
to one per cent. Does that make it clear?

Mr. Hansox: I understand the basis of this tabulation but I object to the
implication that because you spent $370,000,000 you earned the whole $17,000,000
in excess over 1922, 1 say that is not a fair statement. It had a billion dollar
capital behind it, and it gives the wrong impression,
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Sir Hexry THorNTON: It was not the intention to give a wrong impression
but the fact remains that we had the same railway in 1930 that we had in 1922;
it serves the same territory; it had substantially the same offices but the net
revenue was $17,000,000 greater in 1930 than in 1922, and how did that happen?
The point that I make is that in 1922 the railway was not an efficient machine;
it was badly lacking in many facilities which were essential for economic admini-
stration, and by the addition of the capital set forth we were able to very materi-
ally reduce our expenses, and there are officers here who have been familiar with
this property for a much longer period than I have and who will say to you if
those facilities had not been provided the net earnings of 1930 would have been
the same as in 1922. A

Mr. McGissoxn: In 1922 we did not have the amalgamation of these different
lines and did not have the revenue we should have got. 1 remember the difficulty
the government of the day had in getting the railways to work together.

Sir Hexry THorxtOoN: That is quite true, but we must take this into
consideration that in making the statement that it was $17,000.000 more in 1930
than in 1922 T have made no allowance for any reduction in freight rates and
increase in wages, and if those two factors were concerned the difference would
not have been $17,000,000, but somewhere around £22,000,000. Mr. Fairweather
says the actual figures would be $24,000,000, and the $24,000,000 would take
up the facts you mention. .

There is no doubt an amalgamated property is more easily administered
than a separate property.

Mr. Hanson: Is it that there was a loss on the haul.

Sir Hexry THorNTON: That may be so, but after all, where was the same
tonnage available. The Grand Trunk got their proportion and the old Canadian
Northern got their proportion and the Canadian National Railway got their
proportion.

An Hon. MEmBER: The C.P.R. got a large proportion which should have been
got by the Canadian National lines.

Sir Henxry THoRNTON: I do not know about that, but I do make the
definite statement that you have the spread between $17,000,000 and $24,000,000
which would take up the balance you mention.

Mr. CanTLEY: Is it not true that some of this may be attributed to the faet
that in 1922 there was the commencement of a great depression as compared with
the very large increase in traffic in 1930.

Sir Hexry TrorNTON: Of course T was not here in 1922 and I do not know
that I can state with any great assurance as to that, but if you can find any
greater depression than in 1930 or 1931 I would like to see it.

. Mr. BEAUBIEN: You have given an increase in regard to the Canadian Pacific
Railway and they enjoyed the same increase as the Canadian National and still
your ratio is higher.

Sir HENrY TuorNTON: That is just my point. These are arguments that
maytb]e used, either with wisdom or otherwise in regard to the parts devoted to
capital.

_ Mr. Hansox: That is a justification of spending $370,000,000 but the impli-
cation is that if you had not spent the $370,000,000 you would not have had the
4+6 increase in earning. That is the point I have in mind. *

An Hon. Memeer: You and 1 disagree in that.

Sir Hexry TrorNTON: Mr. Hungerford has had long experience with all
these properties, much longer than I, and I think it would be illuminating if he
would give his opinion based on his knowledge of the property and what he

thinks of the addition to capital for the purpose of making a more efficient
machine,
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Mr. Huncerrorp: That is really a question very much complicated by the
economics that has resulted between the lines by amalgamation, but in a general
way there can be no question that the capital expenditures have been very much
largely responsible for the larger measure of net earnings. That is all T can say
on that and I will answer any question that you may wish.

Sir Hexry THorNTON: I think it would be interesting if this committee

knew how the annual budget is made up. It is prepared in this way: The regional
general managers send to Mr. Hungerford usually early, in November, the works
which they feel they should have for the administration of the property. Those
requisitions are tabulated and are examined by Mr. Hungerford. Now the same
thing happens in every other department but, naturally, it so happens that a
far larger percentage of capital expenditures is necessary in the operating depart-
ment. There are the other departments such as the telegraphing and express,
_but nothing like the expense involved in the operating of the department. All
those items are examined by the various vice presidents and myself and it almost
invariably results—in fact it does invariably result—in Mr. Hungerford and my-
self materially reducing the expenditure that every regional manager wants. Of
course every manager wants the best he can for his own branch. When we get
these items in we have to examine those items in the light of the resources which
we think reasonably available.
i Not only do we get these requests from general managers but from any
others who suggest things they think should be done. At the end when the
budget is done we try to reduce it to the justifiable things that should be done
and when this is done, there is an informal discussion with the Minister of
Railways.

Siri EvcENE Fiser: When these matters are sifted down are they taken
up later.

Sir HeENry THorxTON: Just wait—I discussed that informally with the
Minister for the reason that no board of directors would pass a budget which
we know the Minister will not present. That would be a waste of time, so I
discussed the whole budget with him and he, speaking for the government,
informally gives me his opinion as to what should be expended. When that is
done T go to the Directors with this budget and say, here is the budget.

Mr. Haxsox: Before leaving that do you know if it has been the practice
of late years for the Minister to put that before council.

Sir HeNry THorNTON: I do not know.

i i Mr. Hansox: If you do not know it cannot be helped, but I would like to
ow.

) Sir Hexry THorNTON: Then that budget comes back and is discussed item
by item with the directors of the company, and it may be approved or it may
~ be altered—quite frequently it is altered and then that stands as the adopted

budget of the railway company and that is formally sent to the Minister and
- at tﬁt moment our responsibility ceases and it is then in the hands of the
- Minister and the government and parliament. That is the way the budgets
- have been prepared.

Mr. BeLL: When you came over and took charge of i th’e_ Canadian
National Railway in 1922 there was a certain amount of capital involved in
- the Canadian National Railway. You come from the period of 1922 up to
date and then you compare that with the elass A railways of the United
States and the amount they spent on capital expenditure, and then you take
yvour net earnings and compare them with the other—I would like to ask for

i ‘_', this information, that is, what class railways in the United States have you

- made a comparison with.
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Qir HExry THorxTON: Class I railways in the United States such as the
Santa Fe railway company, the Southern Pacific, New York Central, the
Pennsylvania Railway, the Baltimore Ohio, the Southern and Erie Railway,
all railways of that character, and I think that will answer your question
more clearly than if I were to give you an abstract formula.

An Hon. MemBer: Surely Mr. Hanson you do not argue that the railway
should not make capital expenditure.

Mr. Haxson: I do not say that but I say that this $17,000,000 is not
attributable to the fact that they spent $370,000,000 from capital account.

Mr. BeL: They could not have made that if they did not spend that.

Mr. Haxson: I do not know about that.

Sir Hexry THorxTON: All I can say is that you have the same railways
in 1922 as in 1930. True as Mr. McGibbon has pointed out there were
economies that resulted from amalgamation and perhaps a better spirit among

the railways and a more enthusiastic personnel, and I say that accounts for
the difference between $17,000,000 and $24,000,000.

Mr. EvLer: The statement was made in the House that you disregarded
the interest on the amount which had been advanced that the average deficit
of eight vears was about $12,000,000—is that correct?

Sir Hexry TrHorxTON: I will answer this question as best I ean. It is
pretty hard for me to catch all the balls at once.

Hon, Mr. EviLer: I think he said the deficit for the eight years was about
$100,000,000.

Mr. MacLaren: The income loss for that period was $85854,568.72, a
little over $10,000,000 of an average per annum.

Hon. Mr. Evier: Does that include the heavy loss of the last year,
§29,000,000?

Mr. McLAReN: Yes.

Hon. Mr. Evier: If you did not include last year, the loss would average
in the neighbourhood of what, some eight million dollars?

Sir Hexry TuorxTON: That would be fifty-six millions, about eight
millions.

Hon. Mr. EvrLer: The figure of twelve millions is incorrect; it should be
about ten millions.

Sir HeNry THorNTON: About ten millions.

Mr. McGison: He had enough ears to reach from here to Toronto, about
240 miles. Now, I presume those are all replaced out of capital account, con-
sequently operating expenses for the cars would be reduced, at least partly.

. Sir Hexry THorNTON: That was not all charged to capital account. (To
Mr. McLaren): Can you explain that for Mr. McGibbon, what would be the
value of those cars scrapped and replaced?

Mr. McLagex: Freight car retirements for the period of 1922 to 1930
charged into account, were $11,668,170.49.

Mr. McGseon: Eleven millions, charged to capital account?
Sir Henry TrorNTON: Charged to operating accounts.

Mr. McGieeon: What has been replaced in those 240 miles of cars is
charged to capital?

Mr. McLaren: New Freight cars charged‘ to capital for the period was
$64,077,186.98.
_Sir Hexry THorNTON: I might explain, doctor, when a freight car is
retired and another freight car is put in its place, a certain proportion of that
new freight car is charged to capital, and a certain portion is retired and charged
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to expenses, and that is all subject to definite accounting rules which are
practically the same, or I think the same on the Canadian Pacific Railway, or
18 pretty much the same theory they follow.

Mr, McGiseon: Who establishes the rules?

Mr. Hanson: There is a standard system?

Sir Henxry THorNTON: There is a standard system we follow with the
approval of the Railway Commission of Canada, the Interstate Commerce

ssion.

Mr. Hanson: The Railway Commission?

Sir Hexry THorNTON: Yes, the Interstate Commerce Commission, because
we have a certain amount of mileage over there and we have to conform to
their rules, which are very much similar, and that is the one practice we follow
all along.

Mr. Fraser: The practice you follow is laid down by the Railway Com-
mission? :

Sir HEnry THorNTON: No, vou cannot say that.

Mr. Hanson: Is this a fair statement, it follows a practice established by
the Interstate Commerce Commission in the United States?

Sir Hexry THorNTON: That is right.

Mr. Hanson: Is there any difference between your practice and the prac-
tice adopted by the Canadian Pacific Railway?

Mr. McLagRen: I caunot just say what the Canadian Pacific Railway
practice is; it is not disclosed in their accounts.

Sir HExry THorNTON: Can you say so far as you know, in the final results
it is more or less the same?

Mr. McLagex: I would not venture to say what the Canadian Pacific
Railway accounting is.

Mr. HaxsoN: What is this gentleman’s name?

- Sir Hexry THorNTON: Mr. McLaren, the Comptroller of the Canadian
National system.

Mr. McLagreN: Our accounting in Canada is on the same basis as the
Interstate Commerce Commission regulations, with the exception of depreciation
on equipment.

Mr. HanBury: The same depreciation for a different period?

Mr. McLaren: No, the American roads are required, under the regulations,
to charge the depreciation monthly in their accounts, we do not follow this prac-
tice in Canada.

Mr. HanBury: Is the rate not the same?

Mr. McLaren: The rate?

Mr. HanBury: Yes.

Mr. McLAreN: The railways in the United States have various rates; some
use a half of one per cent, and others use as high as four per cent.

; M; McGisBon: What is the life of a freight car, having regard to those
repairs

Mr. McLaren: I prefer the operating gentleman, Mr. Hungerford, to answer

- that question.

Sir HeNry THORNTON: Can you answer that question, Mr. Hungerford?

= Mr. Huncgerrorp: The regular life of a freight car is from thirty to thirty-
- five years.

Sir Hexry THorNTON: On steel equipment, the cars last almost to per-

~ petuity. I mean to say you keep on renewing plates, bolts, and different parts,
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and it increases the life of the ear. Of course, in a steel box car, the life is very
much greater than the wooden box car, because we eventually get to the position
in a wooden box ear where we cannot renew 1t any more.

Mr. McGison: That is just the point I was coming to. It struck me, con-
sidering the fact that the Canadian National took over the Grand Trunk Pacific
that the cars could not be very old, as Mr. Hungerford says the life of a car is
thirty-five years, and to scrap 240 miles of cars in eight years must be an enor-
mous depreciation.

Sir Henry THoryTON: I will explain that in just a moment. One of the
factors in the loss was from the large number of all wooden freight car equip-
ment that -we had. In 1923 we had, in round figures, 38,000 wooden freight
cars. We had also 26,900 wooden freight cars, but with metal draft bar. Now,
that 38,000 wooden cars to which I refer were, at that time, rapidly becoming
into an unusuable condition; they were rapidly approaching a condition which
debarred them from interchange with foreign railways, and they had to be
renewed. And of course, if they were to be renewed, it was better that they
should be renewed in some permanent character, and that was one of the very
serious and anxious problems which confronted us. We were confronted with
approximately 38,000 wooden under-frame cars that were rapidly becoming
unusuable and something had to be done with them.

Mr. KexnNepy: Because of not being interchangeable? I suppose that was
an important factor?

Sir Hexry THorNTON: It was a very large factor, because we were restricted
in their use, as anybody can see,

Mr. Haxson: I do not think anybody seriously eriticizes your policy in
that regard, I think probably you were obliged to do that.

Sir Hexry THORNTON: As a matter of fact, while we have a number of
steel under-frame cars yet, the number of freight cars that were built was not
in proportion to the number we should have replaced, but was governed by the
money that was available. If we could have built more cars, and if the finances
of the company would have stood it, it would have been a wise thing to do.
If we could have built more box cars, and more freight cars, it would have been
a wise thing to do.

Mr. Durr: There were about 21,000 cars.

Sir Hexry TuornTON: 124861, divided as follows: steel, 6,397; steel
frame cars, 55,750; steel under-frame cars, 17,462; steel centre sills, 1,616;
wooden cars with metal draft gear, 38,920; wooden cars, 4,716."

Mr. Kexxeoy: How many have you serapped since 1922?

Mr. Durr: About 21,600.

Sir HeENry THorNTON: 27,855.

Mr. Durr: You should have extended the line to Brantford instead of
Toronto. From here to Toronto would amount to 21,600 cars.

Hon. Mr. EvLer: Why take Toronto as a standard at all?

Sir HENrY THOorRNTON: Another thing T should like to point out to the
committee is this, that during the peak business period of 1927-1928, we were
actually short of cars to take care of our business, and we were obliged to use
borrowed cars from other railways, which added very largely to our per diem
charges, because you will understand when you use a car of another railway
on your own line, you are obliged to pay a dollar a day for the use of that
car; so that not only was it advisable to renew those wooden freight cars
because of their condition, but it would also very materially reduce our per
diem charges to other railways.

Mr. Durr: There were about 3,300 scrapped each year?
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Sir HeNry TrorNTON: Mr. Power, that would be the average.

Mr. Power: How many cars are loaned to American roads?

Sir Hexry THorNTON: We can tell you on the average how many of our
own cars are on loan, how many of our own cars are on our own line, and how
many off the line, if that is what you want? Mr. Power wants to know roughly
how many of our cars are on our own line, and how many on other lines.

Mr. Power: You said a moment ago that you had a shortage of cars in
1928. And that vou were obliged to borrow ecars or to rent cars from
other railways. At the same time you must have cars on the United States
roads?

Sir Hexry THOrRNTON: Yes.

Mr. Power: Would not it about average up?

Sir HeNry THorNTON: Well, it did not as a matter of fact. I can tell
you what the figure was. Our cars on foreign lines in 1930 averaged practically,
about 15,000.

Mr. Power: 15,000?

Sir Henry TrHorNTON: And foreign cars on our lines on the average,
totalled 13,000, which of course, gave us a per diem credit, because they were
paying us a dollar a day on 15,000 cars, and we were paying them a dollar a
day on 13,000 cars.

Mr. Power: 1 should imagine in 1930, so far as the accounting is con-
cerned, you would be.very glad to use their cars rather than have a—

Sir Hexry TrorntoN: Of course, the object of every railway, is to keep,
as far as possible, its own cars on its own line, and to keep foreign cars off
its line, because on every foreign car you have on your own line, you pay a
dollar a day for it; and one of the measures of efficiency in railway business
is the use that is made of your own cars on your own railway, and the extent
to which you can get rid of foreign cars. For instance, the moment a foreign
car has become empty on the line of the Canadian National Railway, we get it
back home as quickly as we can, unloaded if possible, but anyway to get rid
of it because that car costs us a dollar a day every day we have it.

Sir Eveine Fiser: May I suggest this discussion could better take place
on one of the items on the statement of the report?

‘Mr. Hansury: Referring again to your statement with reference to the
ratio of gross earnings increased in the investment, can you give to the com-
mittee the ratio, of gross earning to the total investment on the different periods
and compare with those class A railways of the United States and the Cana-
dian Pacific Railway?

Sir HeNry THorNTON: I am afraid we cannot.

Mr. BeLL: What do you mean by the term capital expenses? Does that
take into account hotel systems and so forth?

Sir Henry THorNTON: Oh, yes.

Mr. BeLL: Terminal system?

Sir Henry THorNTON: Everything, everything which is an addition to the
property and under the accounting rule charged to capital.

. Sir Eveeng Fiser: Those capital expenses are voted yearly by parliament?

Sir Henry THOrNTON: Precisely.

?Sir EucenNe Fiser: And they are submitted to the Minister for considera-
tion .
Sir Henry THorNTON: That is right.

Mr. Kennxepy: You made a statement the other day, referring to hotels,
and you told us about the Jasper Park hotel, the earnings from the hotel at
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large, and the earnings that came to the railways as a result of the hotel. Can
vou tell us in the same way, what the results of the other various hotels were,
or have you got them?

Sir Hexry THorNTON: I do not believe we can furnish that; and the reason
we furnished it at Jasper is because it is purely an estimate of the passenger
department; it is not an all year round hotel. It is operated purely for the pur-
pose of bringing passenger business to the railway, and consequently with respect
to that hotel, we had a division made between the earnings of the passengers,
which we have not got, for instance, at Fort Garry, or the Chateau Laurier.
1t would be an impossible thing, for instance, to have with the Chateau Laurier.
I do not think our account would enable us to say how much we earned in
passenger receipts as a result of the existence of the Chateau Laurier; I do not
believe we can make that clear.

Mr. Haxson: One is exclusive, and the other is not.

Sir Hexry TrHornTON: That is it, exactly.

Mr. Kexnepy: Regarding the earnings of the railway some of the earnings
are made by transferring of credits from some other division belonging to the
railway itself, a transfer from one part to another of coal or timber, and so on.

Sir Hexry THorxTON: You mean the movement of materials on com-
pany’s service?

Mr. KENNEDY: Yes.

Sir HENry THorNTON: I did not get what you meant.

Mr. Kexnepy: 1 was wondering what percentage of the freight earnings
of the Canadian National railway was made up of that kind of traffic, and how 1t
compares with other railways.

Sir HENry THorNTON:  Well, there is no charge for material which is moved
on company’s service,

Mr. Kexxepy: No charge, none of the freight items are made up in this
way?

Sir HENry THOrRNTON: No.

Mr. Fraser: Freight on capital—

Sir Hexry TrHoOrRNTON: If it is a movement of material on capital account.

Mr. Fraser: Not on regular service, regular operating service?

Sir Henry THornTON: No. For instance, if you have to move a carload
of ties from one point to another, in the course of business, no charge is made
on that movement.

Mr. Haxson: But on building a new line, there is a charge.

Sir Hexry THorNTON: Yes, and it is included in the original estimates of
course. We carry a separate item in our accounts known as Transportation for
Investment Cr. is carried on a separate item. ‘

Mr. Haxsox: T think we ought to resume the regular course of procedure.
Perhaps T have been the greatest sinner, but I wanted to get this thing elucidated.
I think we can go on now with the regular course of proceeding, taking up the
statement until we get the estimates. ,

Mr. Canteey: May I ask Sir Henry Thornton one question before you do
that? In regard to the 4,000 odd cars that you have to-day and which are
falling into discard, what is your intention in regard to replacing them this year?

Sir Hg:NnY TrorNTON: Well, our budget includes a certain—I can give you
the figure in a moment—number of new cars, and those cars will, to that extent,
replace an equal number of old cars.

Sir EveeNe Fiser: The amount included in the estimates this year is
§9.000,000.

204532
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Sir Hexry TraorNTON: For freight cars?
Sir Eveene Fiser: Not only freight cars, but traffic in general.

Sir Hexry TrorNTON: That is right. Mr. Cantley wants to know how
many freight cars we are going to build this year. Do you remember, Mr.
Hungerford, just how many. ,

Mr. McLarex: A little over four thousand.
Sir Hexry TrHorNTON: A little over four thousand.

The CramrMaN: Now, gentlemen, with respect to Mr. Hanson’s remark a
- moment ago, the reference before this committee reads as follows: “That stand-
' ing Order 63 of the House of Commons, relating to the appointment of the Select
: Standing Committees of the House, be amended by adding to the Select
- Standing Committees of the House for the present session a Select Standing
Committee on Railways and Shipping owned, operated and controlled by the
Government, to which will be referred the accounts and the estimates of the
: Canadian National Railways and the Canadian Government Merchant Marine
4 for the present session, for consideration and report to the House.”

= * Now, that is the first reference, and we cannot go on with the accounts until
= those pass the house.

By Sir EvgeNe Fiser: Mr. Chairman, I think you are making a mistake. The
[ last part of your statement suggests that the estimates of the Canadian National
f Railways shall be referred to the committee, but that is broad enough for you to
4_}‘_ examine every part of the report, or the analysis of the report of the estimates of
= last year, before the estimates are submitted.

The CaamrMaN: The estimates certainly cannot be taken up.

Sir Eveexe Fiser: May I suggest, in order to save the time of the committee,
that the same procedure be adopted this year as we adopted for two years in
succession, instead of going on with the details of the report of the Canadian
National Railways, we should take, first of all, the analysis of the provisions for
1930 and compare them with 1929. In doing so, sir, we save a tremendous

- amount of time. I would suggest we start right off with the analysis of 1930 as
compared with 1929.

The CramrMAN: T brought the analysis of 1929 with me, because I was going
to suggest that we could do that in order to save time.

Sir Eveene Fiser: Two great minds work together.

Sir Henry THORNTON: Gentlemen, I will ask Mr. Fairweather who prepared
~ this analysis %pmoeed to read it. Has everyone a copy? If not, we have
. several here. ith your permission, if it is agreeable gentlemen, Mr. Fairweather

~ will read the analysis.

5 929Mr. FamrweaTHER: Analysis of 1930, results of operations as compared with
1929, :

. The presentation of the Canadian National Railways accounts for 1929
~ excluded the operations of the Central Vermont Railway, because this com-
N y was in receivership, resulting from disastrous floods in 1927. As the
~ receivership terminated January 31, 1930, the results of the Central Vermont
~ Railway for the 11 months, February to December, have been included in the

1930 accounts of the Canadian National Railways. For the purpose of
~ comparison, the 1929 accounts have been re-stated to include the Central
Vermont Railway for the corresponding 11-month period in 1929.
e In accordance with the Maritime Freight Rates Act of 1927, the income
- statement of the lines east of Levis and Diamond Junction (Eastern Lines)
s shown separately in the annual report, but a consolidated income statement

~ including the operations of these lines is also shown on page 55 of the report.
by=-.
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Sir Eveine Fiser: At this point, sir, may I call your attention to the
fact that when the Minister of Finance introduced his estimates, he also
brought down Bill No. 25. The same resolution that introduced the estimates
into the House of Commons—which has always been adopted—covered Bill
25, which are the estimates in the new form submitted by the Department of
Railways and Canals to cover the eastern lines. Therefore, these estimates
are before this committee, and there is no objection whatever, if Sir Henry
and his officials desire, to give us the proposed expenditure as far as eastern

lines are concerned. There is nothing to prevent these estimates being brought

down at the present time.

Mr. CHAIRMAN: I may say these have never yet been referred by the
House to the committee.

Sir EveiNe Fiser: And they will not be referred except in the form of
a bill. These estimates were approved on the general resolution introduced
by the Minister of Finance, when he introduced his Supply Bill, which is
contained in the estimates. That is exactly what the Prime Minister stated
vesterday in the House in answer to my question, that the estimates of the
eastern division of the Canadian National Railways were before this commit-
tee, and therefore there was no objection whatever to our proceeding with it.
Therefore, if Sir Henry can pessibly give us in advance the requirements as
furnished last year, as far as the eastern division is concerned—

The CraRMAN: All I can say in reply to General Fiset, is this, that the
order of reference says that these amounts shall be referred to us, and as faj
as I know this has not yvet been done.

Sir EveiNe Fiser: The usual procedure in the past, sir, has been, the
Minister of Railways introduced a resolution in the House, and that resolution
was in the Supply Bill, the estimates, that was produced before the House
and submitted to this committee informally. There is no other way. Once
it has been considered in the House, it comes before the committee. This
vear the procedure is different, owing ‘to this faet, the resolution introduced
by the Minister of Finance provided for $68,000,000 for the whole of the capital
expenditure of the Canadian National Railways for the present year. Secondly,
the Minister of Railways has introduced a bill, and this bill was introduced in
the form of a general resolution. I am not quite sure, sir, that we are in a
position to diseuss it, but that is what I want to find out.

The CramrMaN: T can only repeat what I said a moment ago, that last
year it was ordered that the estimates of the Canadian National Railways,
and Canadian Government Merchant Marine be laid on the table of the House,
,and that they be referred to the committee.

Sir EvGeNE Fiser: 1 quite agree, but what I should like to call your
attention to is that the procedure this year is completely different from the pro-
cedure adopted last year. Last year the estimates were submitted to this com-
mittee in the form of estimates, and this year the estimates of the Canadian
National Railways are submitted to this committee in the form of two bills.
That is where the difference comes in; and one of the bills has been introduced
on the general resolution when the Supply Bill was brought down by the Minister
of Finance. That general resolution includes the estimates of the different

departments. That is Bill No. 25, and it concerns the eastern division of the
Canadian National Railways.

The CHARMAN: And you will remember at our first meeting the Minister

of Railways told you he was waiting for the bill to get through in order to make
this complete.

Sir EveeNe Fiser: And another thing, sir, there are three different bills—
204832}
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The CHAmRMAN: I am not going to make a decision that is going to put us
in wrong. We were told by the Minister the other day that it was necessary
to get the bill through the House. We have lots to do, and let us go on with
the work we are doing and we will not lose any time.

Mr. Hansox: We have been assured that ultimately they will come before
us.

The CuairMAN: Let us go on with the business we can legitimately go on
with. I may be wrong, but I am acting in accordance with my advice.

Mr. FAIRweaTHER: The income statement of the Canadian National Rail-
ways, which is prepared in accordance with the accounting rules of the Domin-
ion Bureau of Statistics, will be found on page 17 of fthe annual report, with
supporting schedules of the detail of revenues and expenses on pages 18 to 22
The discussion of the income statement in this pamphlet follows the order of
accounts as set out on page 17 of the annual report. Railway Operating
revenues, Railway Operating expenses and Net revenue from railway operations
are first discussed in a general way on pages 1 to 3 of this pamphlet, followed by
a detailed analysis of the supporting schedules of revenues and expenses on pages
4 to 12, The more important items of the remainder of the income statement
are discussed on pages 12 to 14.

Mr. Hanson: In reference to the statement in the first part of that para-
graph, “the income statement of the Canadian National Railways, which is pre-
pared in accordance with the accounting rules of the Dominion Bureau of Statis-
tics.” Is this new?

Mr. FAIRweaTHER: No, sir. May I explain?

Mr. Hanson: Do please.

Mr. FairweaTHER: The Dominion Bureau of Statisties has charge for the
government of railway statistics of Canada, and they have adopted as their
standard, for the preparation of statistics and results of operation the Interstate
Commerce Commission method. The Board of Railway Commissioners also have
accepted the Interstate Commerce Commission methods as being appropriate.
It is just a question of the two bodies having done the same thing.

Mr. Hanson: Then, I am to understand, it really is the Interstate Commerce
Commission system of accounting that you set out here.

Mr. FAlrweaTHER: Yes, That is clear to you?

Mr. Hanson: Yes.
Mr. FamweatrHER: The discussion of the items of the income statement
for the eastern line appears on pages 15 to 18 of this pamphlet:
Railway Operating Revenues, Railway Operating Expenses, Net
Revenue from Railway Operations:
Railway Operating Revenues of the Canadian National Railways
for 1930 were $221,770,445, as compared with $267,993,497 in 1929, a
decrease of $46,223,052 or 17-25 per cent. Railway Operating Expenses
decreased $25915965 or 11:72 per cent, leaving a net revenue from
Railway Operations of $26,510,938, as compared with $46,818,025 in 1929,
a decrease of $20,307,087.

An Hon. MemMBER: You make a statement there that the railway operating
revenues for 1929 are $267,993,000, whereas the 1929 report shows $259,878,000.
Mr. FairweaTHeER: That is explained in the first paragraph. In 1930 the
Central Vermont Railway has been included, and for comparative purposes the
1929 accounts have been restated to include it.
The decline in railway earnings, which commenced in the fall of
1929, continued throughout the year 1930, paralleling the experience of
practically all railways on the North American Continent. The extent
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of this decline is strikingly shown by a comparison of the Canadian
National with that of a number of the principal railroad systems on the
North American Continent.

Per cent
Deecrease in
Gross Revenue
1930-1929
Canadian National Railways:. oo sc'cevsion 54 ws as se 17.25
Now Yeark ODmtal LB . o ook ini s teas iy B o 18.75
PO Avanin IR -1 oo a0 sar va M e B el 15.86
Canadian Pacific Bailway.. .. «o oo doia on 4o o0 5alse 14.94
Northers Pecillc RellWaY .. "i. 03/ 0 S vinn. se adl op. oa o9 16.45
Oreat Northern Railway.. .. 4. .05, e ssiie aa an &v 16.63
Chicago & North Western Railway.. .. .. .. .. «0 o0 oo 15.96
Atchison, Topeka & Santa Fe Railway.. .. .. .. .. .. 16.48

Average of all Class 1—U.S. Railroads.. .. .. .. 16.00

An Hon. MeuBer: That includes the Canadian Pacific Railway and
Canadian National Railway, that average.

Mr. FammweatHer: No, they are not United States roads—that table
simply indicates in a general way the decline in gross revenue was practically
the same as most railways in North America.

Mr. Kennepy: Was that fall in revenue general in all lines of freight?

Mr. FairweaTHER: Yes, I should say yes. The answer is in the affirma-
tive but it ealls for more data which will appear in this pamphlet.

An Hon. MemBer: Would not the fall in transport in grain account most
largely for your fall?

Mr. FairwearHer: If vou wait you will find that will appear later on.

Mr. Durr: Before you go on could you give the percentage of decrease in,
revgnge on the C.P.R. and Canadian National and the average on American
roads?

Mr. Farrwearaer: That is what 1 am giving now. The decreased per-
centage on the Canadian Pacific Railway and the Canadian National and the
average on Canadian roads. Do you mean to take the average of just the rail-
ways that have been enumerated? :

An Hon. MeMmBER: Yes, outside the C.P.R. and Canadian National.

Mr. FarweaTHER: They will probably come to the same thing,

Sir HeNxry TuaorNTON: And this figure of 16 per cent average of all
Class A railways in United States, and that includes all railways enumerated
in the Table, and there are a number of others—we could have included them
but it would take too long. 5

An Hon. MemBer: What is that of the C.P.R. and Canadian National,
¥ 9Sir Hexry TraorNTON: The Canadian National is 17-25 and the C.P.R.

Mr. Durr: Do these figures include anything in connection with the
Canadian Marine Service.

Mr. FarrweatHer: No.

Sir Hexry THorxTON: It shows the condition as prevalent all over the
American continent.

Mr. FAIRWEATHER:

RAILWAY OPERATING EXPENSES

Every effort was made to reduce operating expenses, consistent with
proper maintenance of the property, safe operation and adequate service.
It was also essential 10 have a due regard to such factors as the future
accumulation of deferred maintenance resulting from too drastic a re-
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trenchment policy, the responsibility of the company with regard to
: service to the public at large and an obligation to a large number of old
and loyal employees of the company.

Approximately 66 per cent of the total operating expenses vary
directly with the traffic handled; it is apparent, therefore, that the re-
duction in expenses would not be as great as the reduction in revenues.
With a decrease in revenues of 17-25 per cent, it might be expected that
expenses would be reduced by 66 per cent of this decrease, or 11-4 per
cent. Taking all factors into consideration, the reduction in operating
expenses of 11:72 per cent may be considered satisfactory, particularly
when compared with those of the other larger railways as follows:—

Per cent

Decrease in
Operating Expenses

O 1930-1929
Canadian National Railways.. .. .. .. .0 vt o0 vt ee on 11.72
New York Cantral Lines... «. .. .o ¢ oo vo oo ws o0 on 14.53
ROPINIAE. BRI . o 55 i "y “va 50 ve 5D 4o wh daeh 12.73
IR P REs Rl WaP <« i ol s katvat ek v e e 15.69
Northern Pasifie RaIIWAY. . << i «: 25 25 e so o an as 11.08
Gont NOrthorn BalhWaRY. . 1i. 'i: 1o ns (os ive as ve on on 12.43
Chicago & North Western Railway.. .. .. .. o0 v0 20 o. 12.31
Atchison, Topeka & Santa Fé Railway.. .. .. .. .. 10.05
Average of all Class 1—U.8. Railroads.. .. .. .. .. .. 12.83

NET REVENUE FROM RAILWAY OPERATIONS

With such a serious decline ‘in gross revenues, it is to be expected
that, even with a judicious curtailment of operating expenses, net revenue
would be adversely affected. Here again the decrease in net revenue of
the Canadian National, amounting to $20,307,087 or 43-37 per cent, is
parallel to the experience suffered by other large railways on the con-
tinent, as indicated by the following:—

Mr. KexnNeoy: Why is it possible for the C.P.R. for instance to reduce
or decrease expenses to greater extent than the Canadian National railroad.

Sir HeENry THOrNTON: The answer to that is this: The Canadian Pacific
Railway has been established as a going concern and as a first class railway,
and one of the justifiable boasts of the Canadian Pacific Railway has been
that it has always maintained its property and its high character of maintenance
that has continued for several decades. Consequently, and I am presuming this
because I am not aware of the actual policy of the C.P.R., but consequently
they have a much greater reserve in the condition of the property than we have
and consequently when the time came to apply economies I suppose they felt
they could take more out of their property and more out of their maintenance
than we could on account of their condition.

Mr. Hanpury: The Canadian National Railway had continued in their
service employees that the Canadian Pacific Railway had displaced.

Sir HeNrY THorNTON: There again is a matter of policy. We have built
a number of locomotives and freight cars in our own shop in order to give
employment to our own men and who under ordinary circumstances we would
have let out. I do not know whether the Canadian Pacific Railway followed
that policy or not, but that is one thing we did. Another factor, and I say
it quite frankly, we were owned by the government of Canada and to discharge
a large number of employees would be merely to transfer the burden of their
maintenance onto the community and then onto the province and then onto
the government.

An Hon. MemBer: That was the policy of the government in 1930.
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Sir Hexry THorNTON: Yes. This depression in 1929 we saw coming, and
I had to go to the government of the day and say we can do one of two things, to
dismiss men and reduce our expenses or we can pursue a course of reasonable
prudence to try as far as we can to keep those men at work without adding to our
expense. After all the government of the day speaks for the people of Canada as
to what course we should follow, and I was asked what course I would recommend
and I =aid I thought the sound policy was to keep as many of our men in employ-
ment as possible without adding unreasonably to the expense of the company.
How far that would go was a matter of judgment and for technical officers to
decide, and that is the course we followed, and as I look back I think it is a
wise course. ? g

Mr. Durr: Have you kept on the same rate of wages as last year.

Sir HENrRy THORNTON: Yes. There has been a certain falling off due to the
falling off in traffic.

Hon. Mr. EvLer: Would you say relatively how they worked out.

Sir HeExry THORNTON: I cannot say that I could answer that—I do not
want to say I am eritical of the C.P.R.

Mr. Haxsox: The C.P.R. reduction was 3-97. It is a well known fact when
the grain crop was not going to move the Canadian Pacific Railway laid off
every extra gang. And you have stated the policy of the Canadian National
with the co-operation of the government made that difference of 3:9 per cent,
that is due to the company holding that policy. Would that account for it.

Sir HExry THorNTON: It measurably accounts for it but you have to take
this into consideration, the Canadian Pacific Railway has large reserves of
property, built up during a period of years, and they were in a position to
use those reserves in whatever way they thought wise. But we had no reserves,
and furthermore our accounts are subject to inspection and every detail of our
expenditure as shown in our annual report is inspected.

Hon. Mr. Evier: All these figures of course are based on figures from your
accounts, and are these accounts audited by independent auditors responsible to
the government.

Sir Hexry THorNTON: Not these figures that we are giving in comparison
with other railways—they have not been audited by outside auditors—they are
figures from our own accounting department, but every item of our expense and
every item chargeable to capital as shown in our annual report are audited by a
firm of chartered accountants. I think every railway on the north American
continent really do employ chartered accountants which certify to figures in their
annual report, and these figures by way of comparison are drawn from their
reports. Anyone can determine the correctness of these figures if they chose to
question them,

Mr. Hansox: We are presuming that these figures are correct.

_ Sir Hexry TrorNTON: We are proceding on the presumption that when a
railway company presents a report that it is an honest report.

Sir EvGene Fiser: I take it that the figures you have with regard to United
States are based on accounts audited by independent auditors—is the same
thing true as regards the Canadian National Railway.

Sir Hexry THoryTON: They are audited by an outside firm of chartered
accountants, George Touche and Co.

Mr. Beauvsien: Is the auditing given out by contract.
Sir HExry THorRNTON: It is given to outside firms.

~ Mr. Beavsiex: Is the difference much greater in manufacturing locomotives
in your own shops than by giving the work out to ethers.
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Sir Hexry THorNTON: No we are saving money by building them in our
own shops, then you come to the question of how much is to be charged against
plant and equipment. We already have plant and equipment and could not
get rid of it, and it is better to make use of it, but as far as the actual cost
of construction is concerned, I may say we are not suffering by building in our
own shops instead of letting the work out. The reason we do not let the work
out is that in times of great prosperity our shops are fully employed in repair
work, but now comes a time when repair work has fallen off because we are
not using the equipment as in times of prosperity and we have no repair work
and we have to choose between dismissing those men or keeping them emploved.

Mr. BeauBien: In other words you are building locomotives at no greater
loss than giving the work out by contract and at the same time you are keeping
the men employed?

Sir Hexry THorNTON: That I think is a correet statement.

An Hon. MemBer: How many men are employed in this work.

: Sir HeNry THorNTON: It is pretty hard to answer that question accur-
ately—perhaps Mr. Hungerford could say.

Mr. Hu~ngerrorp: 1 do not think it possible to answer that correctly,
because the men are employed partly on regular work and partly on repairs.
ol We might get it from the wages list and that is all.

e Sir HENrY THorRNTON: I think what Mr. McGibbon wants to find out is,

~ is a substantial amount of their time being spent on labour of this sort, and 1
s should say yes.
.

_ An Hon. MemBer: What has this capital expenditure to do with increased
. operating expenses? :
Sir Hexry THorNTON: The capital expenditure only creeps into this in
' reference to the whole employment situation. Ordinarily there is a reason for
-~ a railway to build its locomotives by outside contracting firms. They buy a
lot of material and we get the hauling of it, and even should it cost rather
more it is a better proposition; but, in times of depression our feeling was to
have regard for our men who were employed on the railway for 15 or 20 years.

The CHammaN: Will any gentleman who wants to ask a question stand
up. My reason for asking this is that when two men speak at a time, it is
difficult for the reporter to get the names.

Mr. HanBury: My point is in connection with the construction of engines,
that would have no relation to these items I would say if the difference in the
ratio is to be explained it is the men employed on the right-of-way and main-
tenance rather than those engaged in the construction of engines.

Sir Hexry THorNTON: I do not know quite what vou want to develop,
but I think you are substantially right in what you say.

An Hon. MemBer: Is it not true the policy of the Canadian National
Railway is to employ men to build up your equipment.

Mr. Bonn: Is it that during periods of depression the policy of privately
owned railways is simply to employ men as they require them—is that true?

Sir Hexry THOrNTON: - I cannot speak for the policy of the Canadian
Pacific Railway but all I can say is that here is a period of depression and
unless we find work for our men they would be destitute and seeing it did
- not cost any more to build new cars in our own shops we thought we owed
our first obligation to our own men.

Mr. Heaps: They could have done the same thing as a private company
and laid off large numbers of men from the Atlantic to the Pacific and possibly
‘those let out would be a charge of the government and in this way it perhaps
shows a larger expenditure: :
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Sir Hexry TrorNToN: 1 can only explain that that represents the poliey
of the government and furthermore there is something to say in favour of
trving to keep the shop-workers together instead of letting them scatter, and
sometimes you cannot get them back when you want them.

Mr. Fraser: The primary object I take it is to effect repairs and would
not the construction of locomotives entail extra capital for extra machinery.

Sir Hexry THorxTON: I do not think so to any appreciable degree.

Mr. Hackerr: As suggested you say it would have an effect on the unem-
ployment situation.

Sir Hexry THoryTON: 1 think so.

Mr. Hackerr: Is it conceded that this equipment is built in Canada and
if built in your shops it displaces employment that would be given in other
Canadian shops. .

Sir Hexry THorRNTON: That is undoubtedly the situation.

Mr. Hackerr: So it_has no effect on the unemployment situation as a
whole.

Sir Hexry THorNTON: Simply this, that we felt our first obligation was
to be given our own men.

Mr. McGieBox: -Rightfully or wrongfully it results in a decrease in the
percentage. .

Sir HENry THorNTON: 1 do not know how the reports of the Canadian
Pacific Railway were made up but the annual report of the Canadian Pacific
Railway gives some details but not much, and I do not eriticize them at all.
But you must remember that company must have accumulated reserves and
they are perfectly entitled to use those reserves in any way they like. We have
no reserves. I do not know whether their accounts reflect the situation
accurately or not but they had reserves and we did not.

Mr. McGiBeoN: They paid all operating expenses and paid 5 per cent on
their capital.

Sir HeNxry THorNTON: I do not know but presumably they did or they
would not have paid a dividend.

Mr. Beausien: The question of making locomotives in your shops has not
changed the unemployment situation. Take a shop here, if you had that some-
where else would not it have created a situation in Winnipeg where these men
would not have gone. ;

Sir Hexry THorRNTON: If you did not employ men at this Transcona Shop
they would not get work at all.

An Hon. MeMBER: A good many of them eould not move.

Sir HENry THORNTON: A good many of them are moving on freight trains.

Mr. Heaps: 1 might say that in 1929 or 1930 I was one of the delegates
that went to the CP.R. to ask that company to keep on men who otherwise
would be recipients of public relief, and a large number did become recipients
of help from the city of Winnipeg and the city of Winnipeg felt an injustice had
been done the men and they billed that company for the relief given them,

The Cramrman: It is now 1 o’clock. I have a telegram here from the Min-
ister of Railways saying:

Due to my brother’s dangerous illness I eannot be at the meetings

this week, but go ahead anyway and ask the Prime Minister to advance
the bills to committee.

So I think I am still right in my cohtention. We wili meet to-morrow at 11
o’clock but not on Friday.

The Committee then adjourned until 11 o’clock to-morrow.
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ORDER OF REFERENCE

2 Wimmv, June iO, 1931.

Ordered,—That the following Bills be referred to the said Committee:—

~_Bill No. 79, An Act respecting the Canadian National Railways and to
‘authorize the provision of moneys to meet expenditures made and indebtedness
“incurred dwiuﬂxe calendar year 1931.

~Bill No. 83, An Act respecting the Canadxan National Railways and to
~ authorize the guarantee by His Majesty of securities to be issued under the
- - Canadian National Railways Financing Act, 1931.
- Attest.
‘ARTHUR BEAUCHESNE,

< .Clerk of the House.
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MINUTES OF PROCEEDINGS

WepNEspaY, June 10, 1931.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government met at 11 am. Hon. Mr. Chaplin, the
Chairman, presided.

Members present: Messrs. Beaubien, Bell (St. Antoine), Bothwell, Cantley,
Chaplin, Duff, Euler, Fraser (Cariboo), Geary, Gobeil, Gray, Hanbury, Hanson =
(York-Sunbury), Heaps, Kennedy (Peace River), McGibbon, Stewart (Leth-

bridge). e
The Chairman announced the receipt of a number of written questions and “_‘ :
promised to have them tabulated for the next meeting of the Committee. "
\“’ i 5

The Committee resumed consideration of an “Analysis of 1930 Results of
Operation as compared with 1929,” commencing at the bottom of page 2. Numer-
ous questions were asked respecting coal and freight rates. Sir Henry Thornton
was assisted in his replies by Mr. Vaughan, Vice-President, Purchasing and
Stores Department, and by Mr. Burnap, Vice-President, Traffic Department.

By permission of the Committee, Mr. Smith (Cumberland), M.P.,, Mr.
Hackett, M.P., Mr. Nicholson, M.P., and Mr. Pickel, M.P., asked questions.

The Committee adjourned until Thursday, June 11, at 11 a.m.

JOHN T. DUN,
Clerk of the Committee.







MINUTES OF EVIDENCE

House or ComMmons, Room 231,
i , WEebDNEsDAY, June 10, 1931,

The Select Standing Committee on Railways and Shipping met at 11 o’clock,
a.m. Hon. Mr. Chaplin, the Chairman, presided.

The CHAIRMAN: I was waiting a moment for the Minister to come in, but
he wi]l be along later. We can start where we left off yesterday, which was in
the analysis of operations on page two. I may say I have received a number
of questions and if there are any more that members desire to ask, they may
do so. If a member desires to ask a question, he has the right to do so. These
questions will be tabulated for the next meeting, and I shall furnish the questions
to the management and we will decide what ones will be answered, and what ones
will not be answered.

Sir Hexry THorxTON: Mr. Chairman, we stopped yesterday at the end of
the table at the bottom of page two, and if it is agreeable to you, we will con-
tinue with the paragraph at the bottom of page two entitled “Net revenue from
railway operations.” R

Mr. Fairweataer: With such a serious deeline in gross revenue, it is to be
expected that, even with a judicious curtailment of -operating expenses, net
revenue would be adversely affected. Here again the decrease in net revenue of
the Canadian National, amounting to $20,307,087 or 4337 per cent, is parallel
to the experience suffered by other large railways on the continent, as indicated
by the following:—

Per cent

Decreas in

Net Revenue

1930-1929
Capadian Nationel Raflweys. . <5 o5 Bl iid o ot ge st s di iy 43.37
New NOTE TARA. o 58 e 4B e s s e e oy e R A 31.14
Pepnaylvailia - BB . b o A e dn s e s TR o s 24.01
Covadian Pasille Bailway.," & CUon oty 38 o o Al s oa s 12.32
Novtliert Pagifie RABWRY 5. i v el B tae i det e T Wi 31.05
Grest Nostart R IOy 5 o i e b Rt o s B ey s g o Lhr ot 24.70
Chicago & North-"'Western Railway . . . .5 0. oo i d0 wied velias 26.64
Atchison, Topeka & Sante Fe Railway.. .. .. .. .. «o .0 0 o 31.05
Average of all Class 1, US. Railroads.. .. .. .. vv av ve on s ne 24,02

The comparatively larger percentage decrease in Canadian National net
revenue is due to the operating ratio of the Canadian National being normally
about ten points higher than the other railways. It is fundamental that the net
revenue of a railway with a high operating ratio is much more vulnerable to
declining traffic than one with a low operating ratio. For example, a railway
with an eighty per cent operating ratio, which suffered a decrease of 15 per cent
in revenues and the reduced expenses by 10 per cent, would experience a de-
crease in net revenue of 35 per cent. On the other hand, a road with a 70 per
cent operating ratio and an identical percentage decrease in revenues and ex-

penses would suffer a net revenue decrease of 26 per cent. It must not be assumed

that the higher operating ratio of the Canadian National reflects a lower operat-
ing efficiency ; the true cause is found in the considerably lighter density of traffic

on the Canadian National, a generally higher price of materials, particularly of ; :

coal, with practically the same wage scale as the U.S. roads.
47
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Mr. Hears: I wonder if we could have an explanation of the paragraph at
the top, there.

Sir HENry THORNTON: Yes. Excuse me. Were you going on, Mr. Heaps?

Mr. Heaps: Yes. It states here, for instance, in the last part of the para-
graph, “The true cause is found in the considerably lighter density of traffic on
the Canadian National, a generally higher price of materials, particularly of
~ coal, with practically the same wage scale as the US. roads.” I would just like
some one to explain to me what is meant by that sentence.

Sir HENry THorNTON: The general statement is, that we pay rather more
for most of the materials which we use, particularly coal than most railways
thh_ whieh we are making a comparison. Now I suppose you would like some
detail as to just what that amounts to?

Mr. Hears: 1 would.

Sir Hexry THorNTON: Mr. Chairman, Mr. Vaughan, vice-preside’nt in
charge of the purchasing and stores department is here, and perhaps he could
give Mr. Heaps light on the question he has asked.

‘Mr. VavGHAN: In comparison with the United States railways?

Sir HENrY THORNTON: Yes.

Mr. VauegHan: We do not pay any meore in Canada than the Canadian
Pacifie Railway does, but nearly everything we use in Canada is based upon
United States prices plus a certain amount of duty.

Sir HENrYy THORNTON: That may give the impression that we are buying
largely material from the United States. As a matter of fact, I think you will
be able to say that we buy perhaps a great percentage from Canada.

Mr. VauGHAN: Yes; ninety-five per cent of all material that we buy, outside
of eoal is manufactured in Canada. Coal is a big item and in the United States
to-day you are able to buy coal for anything you want to pay for it, from
ninety cents to one dollar and ten cents per ton, whereas in Canada we have to
pay four times as much.

Mr. Hears: I did not quite get that last statement.

Mr. VaugHaN: In Canada we have to pay three or four times what coal
costs the railways in the United States.

Sir Hexry THorNTON: The average price of coal per ton paid by the United

States railroads, class 1 railroads, with which we are concerned, is $2.34 a ton;
the average price of coal to the Canadian National Railways is $4.31 a ton.

Mr. Heaps: May I ask—

Sir Hexry THorxTON: That means a difference of $9,000,000.

Mr. Hansury: Five million dollars?

Mr. McGisBox: This statement only applies to American roads, it does not
apply to the Canadian Pacifie Railway?

Sir Hexry THOrNTON: I do not know what the price of coal on the Cana-
dian Pacific Railway is. I can just say in making a general comparison with
respect to the American railroads, that the comparison I have just given relates
to American railroads only. I do not know what the average price of the Cana-
dian Pacific Railway coal is.

Mr. VaveHan: It is approximately the same as ours.

Sir Henxry THorNTON: Have you any other questions, Mr. Heaps?

Mr. Hears: No, I think that answers the question.

Mr. Beausien: Would the freight haul on coal that you buy from the
United Stat{es be higher on the Canadian National than it is on American roads?




e Ty e W g S I ] T ame Dot By e I
] a~ = -~ 3

.

RAILWAYS AND SHIPPING e 49

Sir Hexry THorNTON: Let me see if I understand your question. Is your
question this? Supposing, without regard to the employment of Canadian coal
we bought our coal in the cheapest available market, what would be the differ-
ence in cost to the Canadian National. I cannot answer that off-hand, but we
can probably have it for you. Can you get that for Mr. Beaubien, Mr. Vaughan?

Mr. VaveHaN: Yes, we can. Generally speaking of course, we use a good
deal of Canadian coal to our disadvantage so far as price goes; that is to say,
if we used American coal in the same territory, we could save a great deal of
money, but how much I would not care to answer.

Sir HENRy THORNTON: Can we get the answer to the question that has been
asked even if only approximately?

Mr. VavgHAN: Yes. Of course, the haulage on our line is a great factor and
it would be a rather difficult question to answer.

Sir HExry THOrNTON: May I take a note of that question to see how
nearly we can come to answer it?

Mr. Haxsury: Do I understand that considerable coal is imported from
the United States into Canada for the use of the railways?

Sir Henry THorxTON: Yes, in the central region last year we imported
2,319,000 tons of eoal from the United States, roughly speaking, and that coal
was mostly used, if not entirely so, from about Brockville to the head of the
lakes.

Mr. BoraweLL: How much coal did you use altogether?

Sir HeENry THoORNTON: 4,728,000 tons.

Mr. VaveHAN: I think that figure you gave includes American coal used
on the United States lines as well.

Sir Hexry THorNTON: That figure 1 gave you includes also coal used on
our lines in the United States. I have not got them separate, but 1 expect we
can separate them.

Mr. VavgHaN: The amount of coal used on Canadian lines imported from
the United States was 1,658,992 tons.

Sir HExry THorNTON: That is the answer to the question that you really
want. Is there any other question? ‘

Mr. GoeemL: What is the explanation for the very high difference between
the gross decrease in the gross revenues of the Canadian National Railway,
17.25 per cent and the Canadian Pacific, 14.94 per cent, with the net revenue
decrease of 43.37 per cent in the Canadian National Railway, and 12.32 per
cent in the Canadian Pacific Railway?

Sir HExry THorNTON: May I just ask if you are referring to the table at
the bottom of page two?

Mr. GoBeiL: At the head of page two.

Sir Henry THorNTON: 1 think your question was what was the explanation
for the decrease in net revenue of 43.37/100 on the Canadian National as
compared with railways underneath; is that your question?

M. GoseiL: No, not exactly, I meant what was the explanation for the
difference between the Canadian National and the Canadian Pacific.

Sir HENRY 'THORNTONZ In other words, our net revenue decreased 43.37/100
and the Canadian Pacific Railway net revenue decreased 12.32 per cent, and
you would like to ask—

Mr. GoseiL: Compared with the gross revenue, which is only two points.

_ Sir Henry TuorNToN: Why, the answer to that is this: the Canadian
National Railway system as compared with the Canadian Pacific Railway, is
relatively a new railway; it may be regarded in many respects as a develop-

¥
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ment railway, which is another way of saying that over a large part of our
mileage, more particularly in the west, development has not grown up to the
railway, which is just another way of saying that our density of traffic, that is,
the gross revenue per mile is materially less than that of the Canadian Pacific
Railway. I will just give you that figure in a moment. The traffic density on
the lines of the Canadian Pacific Railway are about eleven per cent greater
than on the Canadian National Railway. In other words, we have a larger
mileage than the Canadian Pacific with less traffic per mile to our own, on the
average. The most efficiently operated railway is obviously the railway with
the least mileage and the largest traffic, and your protential efficiency always
varies with the density of traffic.

Mr, Geary: Would your line suffer from what I might call, lack of co-
ordination of those different parts, to-day?

Sir Hexry THorNTON: Well—

Mr. Geary: To the same extent as formerly?

Sir Henry TuHorNTON: Well, I think you referred to that two or three
years ago, if I remember correctly; and it is a fact that the Canadian Pacific
Railway from its inception to the present day was built as one integral unit,
each addition to the property was added for the purpose of supporting and
contributing to the whole, and it represents to-day a skilfully laid out system
to operate as efficiently as possible. The Canadian National Railway svstem,
on the other hand, represents a combination of the old Grand Trunk system,
the Intercolonial, the Transcontinental, the Grand Trunk Pacific, and the Cana-
dian Northern. In most cases, those raillways were built—

Mr. Geary: None of which was built to function with the others.

Sir HeNry THorNTON: In most cases those railways were really built
originally to compete with each other instead of to support each other, and that
always creates a diffieult situation, and one which is not conducive to efficient
operation. In time, as population is added to the country, and as traffic increases
and the country develops, that will become a vanishing factor.

Mr. Hansury: There must be some justification for the importation of
such large quantities of coal into Canada when we have coal mines that are not
able to operate through lack of business. I should like very much to know that.

Sir HENry THorNTON: That is again a matter of .drawing the line between
how much we are going to add to our expenses to use nothing but Canadian coal,
and how much we are going to reduce our expenses by importing coal. There
~are two schools of thought, probably one extreme is that we should exclude all
~foreign coal and use nothing but the Canadian produet. If we did that it would
‘add several million dollars to our expenses. On the other hand, if we went to
~ the other extreme and bought our coal in the cheapest market, we would prob-
~ ably save several million dollars, but again it would result probably in bringing
~ a great deal of distress to our Canadian mines that are already open. Generally
- speaking, the policy of the company has been to use coal mined in the Maritimes

as far west as Brockville or thereabouts. Through Ontario, from Brockville to
~ the head of the lakes, and sometimes, but not frequently, as far west as Winni-
peg, to use coal which comes from the United States, short haul coal from the
~ coal fields of Pennsylvania and Virginia into Ontario. From the head of the
~ lakes or Winnipeg west to Edmonton or Jasper we use exclusively western
Canadian coal. From Jasper to the Pacific coast we use a combination of fuel
~o0il and coal. Now then, that ix the policy that we have followed. It may be
- attacked from either point of view; it depends upon what your view is. - As far
~ as the railway management is concerned, we felt that in pursuing the policy
- that I have outlined in using Canadian coal within the areas that I have named,
" :ie were probably pursuing a course which was reasonable from every point of
=2 L VIeWw,
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Mr. Haxsury: Do you know if the Canadian Pacific Railway also imports
large quantities of coal?

Sir Hexry THorNTON: I do not know. Mr. Vaughan, do you know?

Mr. VaveHAN: Yes, they do. I do not think they use the same quantity
of Canadian coal that we do, particularly in regard to Nova Scotia coal, because
they do not serve the Nova Scotia mines.

Mr. Heaps: May I ask if the figures that were submitted were those of the
Canadian lines and did not include consumption of lines in the United States?

Sir Hexry THorNTON: The figures I gave you, in which I said we bought
2.319.000" tons of coal from the United States included coal consumed on our
American lines.

Mr. Heaps: It figured out to 600,000—

Mr. Vaveaax: We bought last year in the United States, 1,658,992 tons of
coal for Canadian lines.

Sir Henxry THORNTON: That is really the point Mr. Heaps wants, I think.

Mr. Heaps: Yes.

Mr. VaugHAN: And we used 2,400,000 tons of Canadian coal.

Sir Hexry THorNTON: Does that answer your question, Mr. Heaps?

Mr. StewarT: From what part of the country do you get this western coal?

Sir HENry THorxTON: Mostly Alberta.

Mr, Stewarr: What part?

Mr. VaveHAN: It comes from Alberta, some comes from the Mountain
Park Coal Company, the Cadomin Coal Company,, the Luscar Collieries, the
?te;ling Coal Company, the Coal Valley Coal Company, and the Brazeau Col-
1€ries.

Mr. STEwART: You get none from southern Alberta?

Mr. VaugHaN: None whatever.

Sir HeNxry THorNTON: May we go on, Mr. Chairman?

Mr, Hanxson: Before you leave the coal question, are you still operating
that mine in Ohio?

Sir HExry THorNTON: Yes.

Mr. Haxsox: What does it cost you per ton to raise that coal as compared

with the market price of coal in the United States?

Sir Henry THorNTON: I think that perhaps in that connection you might'

like a general statement, or the committee might like a general statement with
respect to what is known as the Rail and River Coal Company, if so, I would
be glad to give it.

Mr. Hanson: I personally do not care, but I know there are members
who do care.

Mr. VaveHaN: Mr. Smith asked some questions in the House the other day
and it was replied to very fully.

Mr. Haxson: I understand you did not tell him the price per ton.

Mr. Vaveuan: Yes, sir, we did. ' z

Mr. Smrr (Cumberland): Tn that connection I might say I am the per-. = {18 :

son referred to, and those questions were not answered fully in my judgment,
and I certainly would appreciate a statement from the president.

Sir Hexry THorxTON: Many years ago, the Grand Trunk Railway pur-

chased what is known as the Rail and River Coal Company. property, which
1s situate in South Eastern Ohio. That purchase was made for the purpose of

bringing the coal supply and the price paid for that supply by the Grand Trunk

Railway Company—
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Mr. Hears: What year was that, Sir Henry?
Sir Hexry THorNTON: It must have been prior to 1911.
Mr. GaLLoway: About 1908.

Sir HExry THorNTON: These mines were bought for that purpose. I under-
stand that the Grand Trunk company suffered materially, prior to 1908, because
of the price of American coal that they were using, and also to ensure them-
selves getting an adequate coal supply to protect themselves they bought this
property. Now, that may have been a wise policy for a private company at
that time. Since I have been familiar with the Canadian National Railway
system, we found this property on our hands. For a time it was closed down.
The last few years the price of coal and the supply of coal in the United States
has steadily decreased so that at the present time there is really no strategic
reason for the retention of the company by the Canadian National Railway

~ system, and the administration of the Canadian National system would have
been glad to sell the property, and in fact, made some effort to do so, but
because of the general depreciated price of coal in the United States, coal
mining properties were not profitable, and consequently it was impossible to
dispose of the property excepting at great sacrifice, which I did not feel we
were justified in accepting; but so far as we were concerned, and so far as the
administration of the Canadian National Railways goes, we would be per-
feetly willing to get rid of that property at any time we can come somewhere
near getting our money out of it. Now, having the property—

Mr. Haxson: How much was the capital investment in the property?

Sir HExry THORNTON: Do you know, Mr. Galloway?

Mr. GaLroway: No, I do not know. Something over a million dollars.

Sir HeNry THorNTON: More than that. However, having the property,
we concluded that the only thing to do was to try, as long as we had to buy a
certain amount of coal in the United States for use in Ontario, and use the coal.
We thought that it was better to make such use of that property as we could;
and that represents how we got the Rail and River Coal Company, and why we
are using it.

Mr. Heaps: Is it an economically operated mine?

Sir HeExry TrHorNTON: The cost per ton of coal raised by the Rail and
River mine, is, all charges included, $1.26 per ton. I think, Mr. Heaps, that is
the figure you wanted, is it not?

Mr. Smrra: Will Sir Henry— if I may be permitted, Mr. Chairman, to
speak, I am not a member of the committee—

The CuAmRMAN: You are permitted to ask questions.

Mr. Smrra: What I want to ask Sir Henry is this; you informed us the
cost of a ton of coal was $1.80—

Sir HENrY THORNTON: $1.26.

Mr. SmirH: Whatever it is.

Sir Henry THorxTON: Very close to $1.26 per ton.

Mr. SmitH: Does that include all the charges and all the costs of the out-
lays in connection with the operation of this mine?

Sir Hexry THORNTON; That includes all costs of all sorts.

Mr. Smith: Including money that has to be paid by the Canadian National
~ Railways for periods of idleness. According to the terms submitted it has cost
~ the Canadian National Railways as high as $350,000 in one year for periods
~ of idleness in connection with this mine.




TR R T e T AN e e e L TR
. e ol

RAILWAYS AND SHIPPING 53

Sir Hexry TuaoryToN: That includes all eosts. In the last year the Cana-
dian National received from this mine 1,697,400 tons of coal, and the cost,
including overhead, and all other proper charges which belonged to that year
was $1.26 per ton.

Mr. Haxsox: You raised all the American coal you imported. Then, the
figures are the same, one million and something.

Sir Hexry THor~NTON: The investment in the Rail and River Coal Com-
pany is $2,080,000.

Mr. SmrtH: If the mine was only operating two or three months, or did not
work two or three years, the average would be a little higher.

Sir HENry THorNTON: Of course, sir, if we were not raising any coal. Yes,
certainly, if we were not raising any coal in any one year, of course, the cost per
ton would be something enormous.

Mr. Smrra: In that connection, Sir Henry, the statement that is made as
to the actual cost of the coal considering all charges—

Mr. Heaps: In each year.

Mr. SmiTH: —over a term of years or each year is what you have given
us, is it? Could you give us the average for the last five years, sir?

The CHamrMax: I understand what is- worrying you is this: you want to
know, Mr. Smith, how those charges of $1.26 are made up, whether there is any
capital charge in there for interest on investment, for example.

Sir Hexry THorNTON: That figure which I gave you of $1.26 per ton in
1930 includes all charges, capital, interest on eapital, and everything else which
properly enters into the cost of a ton of coal in that year.

Mr. Hanson: For that particular period.
Sir HENry THorNTON: For that year.

Mr. VaucHAN: That item also includes depreciation and every conceivable
item which could be legitimately charged.

Mr. Haxsury: Have you the same information for the last five years?
Sir Hexry TrHorNTON: We have not got it, but we can get it.
Mr. Haxgury: I think that is Mr. Smith’s question.

Sir Hexry THornxTON: We can get that. 1 do not happen to have it
available at the mgment, but it can be secured.

Mr. Heaps: Is it a non-union or union mine?

Sir HeENry THorNTON: The situation there is this: there was a strike some
years ago, I do not quite remember the year, in the coal fields of the United
States, and in this south eastern Ohio or Cambridge field, and we, of course,
found our mines closed. We had nothing to do with the strike; it was a move-
ment which was started by other miners, and all the miners went out. The
mines were closed for some time, and there was a good deal of distress in the
field, and a number of the mine owners of that area offered their miners work
provided, as I understand it, they would sign an agreement upon returning to
work that they would accept mine owners’ wages, current wages in the field,
and also obligate themselves not to associate themselves with any other unions.
A number of mines were opened under those conditions, and we remained closed.
anlly, a number of our men came to us and asked us if we would re-open. We
said, “ Yes, we would re-open, and we would pay the current rate of wages in
the field” We asked them to make no commitments whatever with respect
to their trade unions and as far as I know each man may or may not be ong
to a union. At any rate, we offered no objections at all, and imposed no obliga‘
tions upon any of our men returning to work with respect to their assoeiation
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 with any unions. Now, I believe I am right, Mr. Galloway, in saying that in
- the last year, the mine owners in that area have still further reduced their
wages, but we have made no reduction,

Mr. Garroway: We made a reduction a few months ago. ;

Sir Hexry TrorNTON: We kept pace with the going rate in the field,

Mr. Gavvoway: That is right.

Sir HExrY THORNTON: As far as we are concerned, we do not care whether
our men belong to unions or not. I have no objection to it whatsoever, and we
impose no limitations.

g Mr. Hanson: T gather from what you say that a man may or may not
. be a unionist, he is not obliged to belong to any union—

Sir HENry THorNTON: He can do what he likes. .

Mr. Hanson: It is an open shop, so to speak?

Sir HExry THORNTON: Precisely.

Mr, Heaps: Have you a comparison of the wages paid the men there with
the wages paid men in this country?

Sir HENry TaorNTON: Was vour question Mr. Heaps concerning wages
paid in other parts compared with those in Canada. I may say I have not got
that but at the present time we are paying a basic rate of $4.00. In fact, all the
mines in that region you refer to are paying a $4.00 basic rate. Now, there are
some mines in south Eastern Ohio, the Sauters Coal Company, and others, that
are paying from $3.20 to $3.60 a day—those mines are a little further north than
some of the others, Does that give the information?

Mr. Hears: In part only. I do not suppose you have the information there,
but I would like to get the wages paid in the mine.

Sir HeExry THorNTON: We can get that.

Mr. Hears: Your statement is, it is comparable with your competitors in
the same district.

Sir Hexry THorNTON: Yes, and the only difference is we impose no limita-
tions with respect to membership in trade unions.

s Mr. Geary: You gave it that $1.264 is an economical operation—in other
~ words—you could buy the coal from some person more cheaply.

Sir Hexry THorNTON: Possibly we could.

Mr. Geary: What is the average cost every year.

Wi Sir Hexry TaorNTON: I may say, Col. Geary, the cost of coal varies in
~different. districts, depending on the labour charges and facility of mining. Those

- figures here compare favourably with cost of mines in the distriet.

Mr. Geary: That is not the point—ecan you buy it cheaply or get it as

cheaply from your own mine as you could obtain it from another.

Mr. Vauvenan: I do not know whether this should go on the record but I

‘may say we do not use all our coal—we sell some coal to the Pennsylvania and
~ the Baltimore and Ohio for 20 and 30 cents more than it costs ns. !
- Mr. Geary: I am only wanting to know whether it is worth retaining this
- mine even at a sacrifice. :
4 Sir Hexry TrorNTON: If we could come near getting our money out of
- this mine by selling it we ought to sell it, but the trouble is coal mines are so
~unremunerative and the coal business in the United States at present is in such
~ a chaotic state that it is almost impossible for any operator to get his money
out of his mine. I believe if we could get our money out of this mine we ought
- to sell it, but T have not been able to get a purchaser to come anywhere near
the specification. '
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Mr. Geary: In operating it from a business point of view, do you think
you are doing the proper thing?

Sir HENRY THORNTON: Yes, we are getting more money out of it than if we
were to sell it at present. .

Mr. CaxtieEy: I understand the figure of $1.10 is stated to include such
charges as depreciation in machinery and so on—can you give the figures written
off in respect to depreciation and amortisation?

Sir Henry THorNTON: I can get it. You wanted a statement of how much
is written off for depreciation of plant and exhaustion of mineral—for during
what period?

Mr. Geary: Give the figures for last year.

Mr. FamrweaTHER: Depreciation $83,453 and amortisation, $41,009—total,
$124 462.

An Hon. MemBer: What does amortisation mean?

Mr. FAIRWEATHER: Amortisation means the depletion. It is worked out at
2-2 cents per ton.

Mr. CanTLEy: What is the total quantity of coal in that property?

Mr. VavegHan: There are 30,000 acres there—around 180,000,000 tons.

Col. Geary: How much is taken out a year? ‘ :

Mr, VaueHAN: There was 1,856,000 tons taken out last vear and there are
175,000,000 tons left on the property.

Mr. Hanson: You must have had that figured out.

Sir HeENry THoOrRNTON: We have it all here but it is just a little hard to
answer offhand. The charge to depreciation and amortization is worked on a
general accepted formula, and there is a very large amount of coal left on the
area.

Mr. Stewart: Do I understand the policy of the railway is that they will
not purchase coal from any part of the country that is not served by the rail-
way. There is a shorter haul to Calgary than the north, and we want to get
an opportunity of providing that coal.

Sir HENrY THorRNTON: We have certain mines on our railways and natur-
ally we take as large a proportion of their output as we can and if we did not
do so it would cause a great deal of distress to the mine. The Canadian Pacific
Railway pursue the same policy.

An Hon. MemBEr: I am speaking of the Canadian Pacific Railway too.

Sir Hexry THorxTON: If we pursued the policy of buying coal from all
over Canada irrespective of having it on our own railway we would find our
own mines that are naturally looking to us for orders in a very bad financial
condition. I do not know of any other answer to that, for we would also have
to pay a freight charge to the C.P.R. for every car of coal we bought on other
mines,

An Hon. MemBeR: Supposing you could lay down coal cheaper in Calgary,
what objection would there be to giving the people not served by your rail-
way an opportunity of getting back some of the taxes they are paying.

_ Sir Henry TuaornTON: The answer is that our.job is to look after our own
mines and our own shipping first. If we pursued any other policy we would not
get anywhere. :

Mr. Haxson: Is there any complaint about that policy?

An Hon. Memser: Why not be relieved of paying taxes?

Sir HeNry THorNTON: I think everybody would be glad of that. I do

not know of any other way of handling it and if we pursued a different policy
we would be in hot water.
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An Hon. Memser: In the interests of the country at large and considering
th:’ competitor’s point of view, could not there be an exchange in the matter of
coal.

Sir Henry THorNTON: I do not think they would bite at that—at least,
Ll . l mu‘d M-
. Mr, Vavguan: We do not use much coal in the southern field and in the
: cost of coal we would have to pay freight to the C.P.R. and it is questionable
whether the cost is any less at Calgary anyway. You do not think the C.P.R.
buys coeal from our mines when we have mines on our lines near Edmonton.
Sir HeNry THorNTON: It has been the policy of both companies and I
do not see why there should be any departure from it.
Mr. FAIRWEATHER:
The difference in traffic density is strikingly shown by the following
comparison for the year 1930;,—

Canadian Class I
National U.S.
Ratlways Roads
Freight—Ton miles per mile of road (thousands).. .. .. .. .. 829 1,758
Passenger—Passenger miles per mile of road (thousands).. .. 50 112

Sir HeExry THorNTON: That means that the traffic density of the Class I
railways of the United States is more than twice that of the Canadian National.
Mr. Geary: What would account for the lesser traffic density?
Sir HENry TaorxTON: 1 would say it would meostly result from mileage
built in the west and on the transcontinental.
- Mr. Geary: I would say the transcontinental must have a very low density.
TN Sir HExry THor~NTON: Yes, quite a low density.
. Mr. Hackerr: Before we take up the question of railway operating revenue
E: I would like to ask Mr, MacLaren—Mr. Euler said yesterday:
' The statement was made in the House that if you disregarded the
interest on the amount which had been advanced that the average deficit
of eight years was about $12,000,000—is that correct?
and Mr. MacLaren answered that the income loss for that period was $85854,-
568.72, a little over $10,000,000 of an average per annum,—now my question is
this—has he taken into consideration in the first place the debit on eastern lines.
Mr. MacLagen: No, only up to June 30th, 1927.
Mr, Hackerr: And what is the defieit up to that time.
Mr. MacLaren: The deficit up to that time, exeluding government interest,
$18,148,950.52.
B - Mr. Hackerr: Will he also state what portion of a greater amount than
e $85,000,000 to which he made reference was charged to profit and loss.
[ Mr. MacLagren: $7,268,796.33.
Mr, Hackerr: So, therefore, the deficit for those years including the item
you gave is over $110,000,000.
Mr. MacLarex: $111272315.57.
Mr. Hackerr: And that is after deducting the interest on the public debt
of the country?
Mr, MacLagrex: That is right.
Mr. Fairwearaer: Railway operating revenues read:—
Turning now to a more detailed analysis of Railway Operating
Revenues, the monthly variations and decreases in 1930, as compared
with 1929, were as follows.
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Sir Henry TrorxTON: I do not think you need to read that long item, it
sets out the comparison of operating revenue each month for the past year. You
might read the totals.

Mr. FarweaTHER: A comparison by Principal Revenue Accounts is as
follows:— o Jiod

1930 1929 Amount Per cent
Freight.. oices $4 =6 voins $ 163,559,421 $ 199803829 § 35944408 18.0
Passenger.. .. .. .. .. - 27.536.654 33,125,162 5588508  16.9
REal) . o e W 3,085,854 3,159,663 73,809 2.3
BapteE L i) S i 8 & Ay 11,488,177 13,531,364 2,043,187 15.1
Belogramlion ns s o x5 5,254,798 6,122,152 867,384 14.2
Other Revenues.. .. .. .. .. 10,545,541 12,251,327 1,705,786 13.9
Total REvmmues. v/ va s 45 $ 221,770,445 $ 267993497 $ 46,223,052 17.2

Sir HExry THorxTON: You might just read the decreases.

Mr. FamrweatHER: All commodity groups showed substantial decreases in
tonnage carried, as indicated by the following:—

Tons Per cent
Carried of Decrease from 1929
1930 Total Tons Per cent

Products of Agriculture.. .. .. .. 9,525,801 18.90 906,122 8.7

Produets of Animals.. .. .. .. .. 1,157,470 2.30 261,215 18.4

Products of Mines.. .. .. .. .. .. 17806952 35.32 4.862,974 24.7

Products of Forests.. .. .. .. .. .. 6,883,454 13.65 2,257.658 24.7
Produects of Manufactures and Miscel-

SODOME = by T e et e s 15,038,371 29.83 5,141,653 25.5

WO - L. o e e e« DURTLNS 100.00 13,429,622 21.0

- Mr. Hanson: Is it intended that we should discuss these at the end of
this heading or as we go along. :

The Cramrman: It is up to you.
Mr. Hansox: I have no desire one way or the other, but I think there

should be some discussion. It is a rather appalling situation to me and I am
sure it is to the management.

Mr. FAIRWEATHER:
Details of the figures shown above will be found on pages 32 and 33
of the Annual Report.

b Although there was a decrease in products of agriculture generally,
Grain handlings on the Western Region showed a slight increase, the
comparative tonnage being as follows:—

Tncrease
: 1930 1929 Amount  Per cent
Grain Tomnage.. .. .. .. 4,323,699 4,223 803 09,896 2.4

~ Mr. Geary: That is a surprise to me. You will remember the 1929 crop
did not move. It moved during 1930 and you actually handled more western
grain in 1930 than the year before and you are getting the same price per ton
as you did the previous year.

Sir Hexry THorNTON: That is right. We are only discussing grain handled
from the western region.

Mr. Kennepy: There was only half a erop in western Canada in 1929.

~ Mr. Geary: I am only speaking of the revenue decrease on freight handled
in 1930—but what of the falling off in grain? "

Sir Hexry THorsTON: There was a very heavy decrease in grain move-
ment in Eastern Canada., p. 7 - i

Mr. Hanson: All over. It began in the fall of 1929 as I recollect.
Sir Hexry THorNTON: You mean the depression.
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Mr. Hanson: The failure to move the grain crop commenced in 1929.
Sir Hexry THorNTON: That is right. 3
Mr. Haxson: When yvou say East, what do you mean.
Sir Hexry THorNTON: I mean East of the head of the lakes.
Mr. Geary: If your Western grain increased in movement your decrease
East of the Lakes would not affect the Western grain
Mr. FAIRweaTHER: A decrease in Eastern Canada of 638,000 tons of grain.
I may s=ay in 1930 the water borne movement of grain was more prominent than
on the railway.
Mr. HansoN: What about the movement West to the Pacific? That
increased.
Mr. FAIRWEATHER: Yes, West of the Great Lakes the grain had to move by
rail and we participated in that movement, but once it got to the Great Lakes
they had the option or choice to move it by water to Montreal or to the Georgian
Bay ports, and then by rail. In 1929 there was a decrease in movement from
Seorgmn Bay ports, because shippers found they could get cheaper movement
y water.
Mr. Bur~ar: The grain tonnage for the company was 327 883 tons less than
in 1929, a decrease of 2-96 per cent.
An Hon. MemBer: What would that amount to in money or decrease in
revenue?
Sir Hexry THor~NTON: We could probably work that out if you like.
Mr. Geary: The point I am making is that West of the Great Lakes the
revenue during 1930 did not suffer owing to the non-movement of grain.
Sir HEnry THOrNTON: That is true, and if the general freight movement
and the pasenger service had reasonably kept up in the Western region it would
have been on a favourable comparative basis with the previous year.
Mr. Geary: And as a matter of fact the products of manufacture decreased
25 per cent.
Sir HENrY THorNTON: That is right.
Mr. Geary: You suffered in your revenue east of the Lakes by reason of
water borne transportation.
Sir HENry THoORNTON: Yes, we come directly in competition there and the
rates suffer there and the volume of business suffer and the competition is more
severe.
Mr. Geary: It is not a bogey. It is a real factor.
Sir HENrY THORNTON: Yes, and everybody recognizes that.
Mr. Geary: But the fact is that everybody does not recognize it.
Sir HENRY THorNTON: They ought to at any rate. However your state-
ment 1s correct.
Mr. Geary: It is a factor—a real factor.
Sir HENry THorRNTON: Yes, it is.
; Mr McGmsoxn: Would not it be accounted for by a larger amount of grain
held over from 1929 to 1930?
- Sir HeNxry THorNTON: We all know that unfortunately the grain crop in
1929 did not pursue its normal course that yvear and unquestionably what failed
to move in 1929 certainly was held over until 1930 and moved in that year.
Mr. Hanson: Or partly moved.
- Sir HeNrY THORNTON: Yes.
Mr. Bern: Have you the figures about competing lines?
Sir Hexry THorNTON: No, we have not, Mr. Bell. 1
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Mr. Geary: With the products of manufacturers decreasing by 25 per cent
was involved some Western movement of manufactured products, but does the
shipment to the West of manufactured goods take up enough space to provide
empties to carry the grain East?

Sir Hexry THorNTON: Oh no, the troubles with the grain movement is this,
first it is a seasonal movement, and second a one-way movement and in the
third place we have to begin quite early in summer to distribute our cars to the
various stations in the West. We have to guess at what the crop will be and we
are generally wrong for it is pretty sure to be the opposite to what we prepare
for.

Mr. Geary: You should prepare for it the other way and then you would
be right.

Sir Hexry THorNTON: We have not got to that degree of blessedness yet,
but you have a large amount of equipment and material idle until the grain
moves, and it is a one-way movement, the cars have to be moved back for the
next crop.

Mr. Hansox: Having regard to these factors are the present grain rates
adequate?

Sir Hexry THorNTON: Well, can a duck swim? 1t depends on how you
look at it. If you are looking at it from the point of view of railway revenue
and you are simply separating the railway from the rest of Canada and regard-
ing it as a business enterprise, the freight rates on grain are too low.

Mr. Hackerr: How do they compare with the rates in the United States.

Sir HENry THoORNTON: They are about 25 per cent lower than in the United
States. I think I am safe in saying this, that general freight rates on Canadian
railway are about 10 per cent lower than the general run of freight rates in the
United States. We made an estimate of that some time ago.

Mr. Hackerr: In your testimony two years ago you said 15 per cent.

Sir Hexry THorNTON: Something like that, -

Mr. Hackerr: How much lower are they in regard to grain, which is the
principal source of revenue from the West?

Sir Hexry THorRNTON: Why, the general situation with respect to grain
rates is this: our rates in Canada are approximately—and I can only speak from
approximate figures, but I am not far wrong—about 25 per cent lower than they
are in the United States for the same distance.

Mr. Hanson: With regard to grain?

Sir HENry THorNTON: Grain. You asked a question about grain.

Mr. Beausien: Is it not a fact that the earnings of the railway companies
in Canada increase tremendously in the months of grain movement?

Sir Hexry THorNTON: Oh yes.

Mr. BeauBien: And is it not a faet that the operation of the western lines,
where the bulk of the grain comes from, is cheaper, and also that there is less
capital invested than there is in the eastern lines?

Sir Hexry THorNTON: Well, I do not think that that question can be
answered immediately by “yes” or “no”. I think probably if you took the total
capital investment on the lines east of the head of the lakes, it would be rather
more than west of the head of the lakes, but T am just speaking off-hand.

Mr. Beausiex: The impression seems to be going around the country that
the railway companies are hauling our grain for nothing.

Mr. Hanson: No.

Sir HExrY THORNTON: No.

Mr. Beausien: Or hauling it below the cost of hauling.
205492
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Mr. Hansox: No, nobody =aid that.

ll\'(kr. BeauBien: Are not hauling it on a profitable basis, put it any way
you like.

Sir Hexry THorNTON: Well—

Mr. BeauvBien: I would like this impression to be broadeast in Canada that
I know by my information and the report of the railway companies for the last
two years that the net revenues on western lines through the hauling of grain,
havg been greatly augmented, and it has been of great benefit to the Canadian
National and the Canadian Pacific.

The CuamMax: The earnings are always better when the crop is large.

_Mr. Beausien: Another point T want to make is this; that from 1923 on,
until the depression came along in eastern Canada, and of course western
Canada contributed a certain amount, that the revenues of the railway were
tremendous; that the Canadian Pacific Railway had made the largest revenue
in its experience, due to the—

Mr. Hanson: In volume,

Mr. BeavBien: In volume, if you like. I would like that impression to be
broadeast in Canada. .

Mr. McGisBon: Sir Henry— .

Sir Hexry THorNTON: May I just answer my friend. I do not want to
be drawn into any discussion as to whether grain rates should be higher or .
lower. The question asked me was simply this; whether I thought grain rates
were too high or too low.

Mr. Haxson: Relatively.

Nir Henry THorNTON: I say it depends upon the point of view. If you
are going to separate the railways themselves from all the rest of Canada and
regard them as simply a business enterprise, no freight rate is sufficiently high;
you naturally want to get everything you can. Now, when you come to con-
sider the grain rates which are charged on the movement of grain, you have
got to take into consideration whether or not the crop can be successfully
marketed by the purchaser; and the plain fact is that it does not make any
difference what the freight rate is, the western grain erop in the interests of the
whole of Canada has to be profitably or at least, ought to be, profitably sold.

Mr. Beauvsien: May I ask you— ,

Sir Hexry TrHorNTON: All these questions have been determined by the
Railway Commission. I want to make my position quite clear. I am not
attacking in any way the present rates or anything at all, I am just answering
that bare question. :

Mr. BeauBien: Perhaps we can get it this way. Are the railway com-
panies hauling the grain from western Canada at a loss?

Mr. Hanson: Nobody ever said they were.

Mr, BeauBien: It has been repeated in the house time and time again.

Mr. McGisBoN: Perhaps I ecan throw a little light on that. About 1923,
or 1924, along somewhere in that period, there was a question asked by Sir
Henry Drayton that was answered in the House of Commons, and it was dis-
closed that there was an adverse ratio on the return of grain. I am just mention-
ing this. I have no side in the matter, but that statement was made in parlia-
ment, you will find it on Hansard. I think that accounts for what Mr. Beaubien

- says has been stated in the House of Commons. It was an official report presented

to parliament on a question put by Sir Henry Drayton. It may be wrong; I
am not arguing that point. It came from the Minister of Railways. I am not
arguing whether it is right or wrong, but that may explain the impression that
has got around. :
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Sir Hexry THoanNTON: It is a very difficult thing to determine, because
so many factors enter into the movement of traffic. For instance, if you have
a load movement in one direction, and an empty movement in the opposite
direction, and the cars are moving empty any way, you can have a profit maybe
on a load, which you would not have under other circumstances; and when you
come to say precisely what the cost of movement of a ton of freight is, or any
commodity from one place to.another, there are so many factors that enter into
it, that vou cannot make a general statement.

Mr. BeauBien: You stated here vesterday, and I think you repeated it to-
day, that certain lines were profitable. Have you a separate account on the
different. regions of the railway? :

Sir Hexry THorNTON: No, I do not think I made that statement; I do
not think I made that statement.

Mr. Haxson: He did not go that far.

Mr. BeavBiex: May I ask this question right here; do you keep separate
accounts of the different regions of the railway?

Sir Hexry THorNTON: Yes, we have them.

Mr. Beausien: Can you not ascertain whether the movement of grain is
profitable or not under the present rate?

Sir Hexry THorNTON: Yes, of course, we can answer that question approxi-
mately, but I have just tried to explain to you that it is an impossible thing
to determine the cost of moving a ton of freight. You have to take into con-
sideration all the factors that surround that particular movement.

Mr. NicroLson: I would like the privilege of asking Sir Henry Thornton a
question in regard to that, which I think would clear up in some degree the dis-
cussion. Is it not true in the operation of your railways, there are very heavy
operating expenditures involved in moving your cars to the west, in repairing
your cars, and maintaining contractors in providing motive power and every-
thing else that is hecessary to move the grain erop that is charged in during the
period that you are moving the grain crop actually, or during the period that
these charges are actually made up. :

Sir Hexry THorNTON: Yes.

Mr. Nicuorson: The point I want to make is this: the operating ratio
drops during the actual months that tlie grain is being moved, which is due to

the fact that all of the costs involved in moving the grain are not incurred
at that time.

~ Mr. Beausien: You cannot segregate the figures of the two or three months
in which there is the heaviest grain movement.

Sir Hexry THorNTON: Quite so, that does not include all the expenses

which have been involved by that movement. But I will say quite frankly here; 2

without any hesitation whatever, that if it were not for our grain movement,
we would be in a sad state financially, and that was illustrated vividly in 1929
when the grain failed to move. That was really, as far as the railways are con-
cerned, what put us on the toboggan, so to speak, and I do not want anyone to
assume anywhere in Canada that the railways fail to appreciate, or in any
way want to get rid of the grain movement.

Mr. Haxson: All you said, Sir Henry, was that relatixﬂrely‘it was a lower
rate, and was less profitable, than the movement of other merchandise.
Sir HENry THorNTON: It i a less remunerative business.

Mr. Haxson: 1 should like to say, in justice to the railways that parlia-
ment created that condition in 1922, and 1924, in its wisdom, rightly or wrongly,

and we are bound by it, and nobody as far as T know has been—
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Sir Hexry THorRNTON: A railway is a good deal like a department store, you
have got to sell all kinds of things; you may lose money on the sale of hairpins,
and you may make it on the sale of neckties and handkerchiefs, but you have
got to have a fully equipped shop, and sell whatever anybody wants to buy.
In a railway you have to move all kinds of business that turns up, and you have
to apply that rule to the movement of all business, and to that businesss
generally which in the last analysis, best promotes the interests of the country.

Mr. BeauBien: There was a statement made in the House last Friday to the
extent that the Canadian National Railway company was in a bad state, and so
forth, and probably a rate reduction or a wage reduction would be—

The CHAIRMAN: A rate increase.

Mr. BeauBien: Or a wage reduction would be in order. The reason why
I raised this point is that the statement was made that the freight rate on
grain in Canada is 25 per cent less than on the United States railroads.

Sir HeENry THOrRNTON: Yes.
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b Mr. Beausien: The reason I raised the point and asked the question, was
o to try to establish that the hauling of grain in western Canada under the
'2 present rate was profitable to the railway companies. The understanding I
—_u;‘ have of the operations is this, that you haul 55 or 60 cars to Fort William and
i Port Arthur; that you gather your cars from your different feeders, and take
§ them to one spot and that you make a train and carry right through to Fort
& Wil{liam. Is? not that a profitable business for the railway company, operating
] in that way :

§ Lok Sir Hexry THorNTON: Yes, I think it is.

Mr. Beausien: Under the present rate?

%_!' Sir HExry THORNTON: The only point that was raised was this, that grain
‘; i was not as remunerative as other commodities, which is entirely correct.
b S Mr, Hanson: Relatively speaking.

Mr, Geary: You cannot argue that way.

Sir HENry THorNTON: Incidentally, the question that was asked me, was
how do grain rates in the United States compare with the grain rates in Canada.
I answered that question, but I did not intend it to be any argument for or
against rates one way or the other, because it may well be that a certain rate
is justifiable in the United States, and it may not be justifiable in Canada.
For instance, you have to remember that the United States is now, or at least
until the last year or so, consuming most of their own production. Formerly,
in years gone by, the United States was a large grain exporting country. It is
not so much so to-day. It is probably a faet that a large percentage of the
grain crop in the United States is grown near to its point of consumption than is
the case in Canada and the situation will be quite different It is a very dan-
“gerous thing to compare railway and transportation rates in different countries
without any further exposition of the surrounding facts and circumstances; it
is the most slippery ground that anyone can get upon, and I want you to under-
stand when that question was asked me, I simply answered it, that is all.

Mr. Beausien: I am not eriticizing your attitude, Sir Henry, but this state-
ment was made in the House and I wanted to have it cleared up. You have
informed me that the hauling of grain under the present system of gathering
your cars in one divisional point from the different feeders and making a train
load and ecarrying it to Fort William, is profitable to the railway company
under the present rate.

Sir HENrY THORNTON: Yes. We do not want to lose that business. Nine-
teen-twenty-nine is an example of what happens. This will interest you. The
average revenue per ton mile on general traffic in Canada on the Canadian
National Railways is 1.081 cents, 1.085 cents, the average revenue on grain is
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.526 cents. The return per ton mile on grain is about half what it is on general

merchandise; and it simply bears out the statement that was made a moment

ago, I think by Mr. Hanson, and I agree with him, that the grain movement
is not as remunerative as other merchandise.

Mr. Hanson: That is all I started to prove.

Mr. McGisson: Per ton mile?

Mr. BorauweLL: Would it be possible to give the difference between the
operating ratio on a carload of grain from Regina or Calgary or Lethbridge
and a carload of eoal to Fort William?

Sir Henry TaorxTON: It would be a very difficult thing to do. I am
afraid we could not get that in that shape.

Mr. Kexneoy: Sir Henry, up until some seven or eight years ago, it was
customary for the railways to give us the different operating ratios. Is that
done now or have they discontinued it?

Sir HExry THorNTON: I can give you the operating ratio for any one
of our three regions, for any year than you like, if you would like us to do
that.

Mr. Kexnepy: Yes, I would like that.

Sir HENry THORNTON: Would you like to have the operating ratio for the
western region?

Mr. Kexneny: Yes.

Sir Hexry THorNTON: Do you want the central region as well?

Mr. Kexxeny: Yes.

Sir HeExry THorNTON: And the Atlantic region?

Mr. Kexneoy: Yes, for the last five years.

Sir HExry THorNTON: Would the last three years do you as well, because
if you will leave it at three years, it will save us a lot of work.

Mr. Kenxepy: All right, have it limited to three years now.

Mr. BeLL: I should like to get a statement from you regarding the move-
ment of grain from the Great Lakes, whether it is moved in American bottoms,
or Canadian bottoms, and if there is any traffic in grain from Fort William
to American ports, and if it is handled by American railways?

Sir Hexry TaorNTON: I think Mr. Burnap, the traffic vice-president,
could perhaps answer that question satisfactorily. You heard the question,
Mr. Burnap.

Mr. Burnap: There is a very heavy movement of grain from the head of
the lakes to Buffalo, and it goes in the elevators there, and some of it is used
by American flour mills located in Buffalo, some of it is forwarded by rail
from Buffalo, and some forwarded by barge lines, from Buffalo to New York.
That is, the movement is every very considerable.

Mr. Hansox: Is it over half?

Mr. Burnap: 1 think to-morrow I can give you the percentage. I have
the figures in Montreal, and thinking they might come up, I wired this morn-
ing for them.
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The CHARMAN: At the same time would you indicate to us the difference :_”TT‘

in figures so we can see how competitive it is?
Mr. Burnar: 1 am not an authority, sir, on the question. )

Sir Hexry TaorxToN: If we cannot get the cost of haulage, we can get
the revenue from the rates.
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An Hon. MemBer: We have been told grain is moving as low as 1} cents
~ a bushel from the head of the lakes to Buffalo this season, as against an opening
~ season water rates from the head of the lakes to Montreal, of nine cents, and
within the last ten days, six cents.
A Mr. Hansoxn: I should like to know how you are going to compete against
t..
Mr. BeauBien: The Canadian shipper of grain will ship his grain through
“the cheapest route.

] Sir Hexry THorNTON: There is the answer to the whole question. The
shipper always ships his grain by the route which gives him the cheapest
rate and quickest shipping.

Mr. Hanson: And the railways have always taken the position that no
matter if they reduce their rates, the American competition would be reduced.

Sir HeNry THorxTON: The spread would probably be retained, whatever

it is.
i Mr. BeLL: What is the remedy for it?

Sir Hexry THOrNTON: 1 do not know of any.

Mr. Kexxeoy: How would the deepening of the St. Lawrence affect the
railways? 3

Mr. Geary: Four cents a bushel.

Sir HExry THorNTON: This is, of course, a question which has given, I
think, every railway man in Canada a good deal of anxiety and it may have
serious results. The only redeeming feature about it seems to be that there
will be so much discussion and so much talk about it before the parties can
~ agree, that most of us will be in a better land by the time it comes about.

R Mr. Fraser: You are sure it will be a better land?

Sir HeNry THorNTON: I had in mind you, Colonel, 1 thought you would
be there with a harp and a halo, and if I am somewhere else T will ask vou to
come down to spend a weekend with me. ’

Mr. Geary: In the cold season.

Mr. Heaps: You will not be talking so much about coal then, will you?

Sir HENrY THORNTON: No. \

Mr. BeLL: The government intends giving five cents a bushel on grain
ﬂupped for export. Is there any way of determining from the shipper that this
_ grain will be handled by Canadian railways?

Sir HENry THORNTON: I suppose that can be 1mposed as a limitation.

Mr. Hanson: On the same basis as-the British preference?

& . Sir Henry THORNTON It is preference, only in a somewhat different
- fashion.
3 Mr. HansoN: It would have to be taken care of. We are not going to
subsidize—I must tell you very frankly that T am not going to sit calmly by
- and have subsidies given on grain exported through Buffalo and New York.
- Mr. Beun: Neither am 1.
- Sir Henry TuorNTON: There is another situation to be considered and
- that is that a fair amount of American grain goes through Montreal.
~ Mr. Haxson: But it goes through Montreal because it is economically
~ cheaper to send it that way.
e Sir Henry THorNTON: It does not go that way from reasons of philan-

- Mr. PickeL: Does it go by rail?

Sir HENry THorNTON: Some of it goes by rail and some by water.
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Mr. BeavBien: The Americans ship their grain via Montreal because it
is economical to do so.

Sir Hexry THorNTON: Of course. There is no philanthropy in the matter.
The plain fact is that this grain moves the cheapest way for the shipper, and
the shipper will hunt around to find the cheapest way, and what is more he will
probably try to start cheaper ways.

Mr. BeauBlien: In times of depression competition is more acute?

Sir HENRY THORNTON: Yes.

Mr. BeLL: Can we get comparative figures?

Sir HExry THOrRNTON: Tell me what you would like.

Mr. BeLL: What I would like to get at is how mueh cheaper it is to ship
by Buffalo?

Mr. Burnapr: The barge line rate from Buffalo to New York at the pre-
sent time is three and one half cents a bushel, and the railways have not met
that rate.

Sir Hexry THorNTON: That is materially lower than the railway rate.
Do you know what the railway rate is?

Mr. Burxap: I think it runs fifteen cents a bushel at the present time.
Sir Hexry THorNTON: From Buffalo to New York.

Mr. Beur ;: What is the water rate?

Mr. Haxson: Three and half.

Mr. Burnar: It has been quoted as low as one and a half eents a bushel
from the head of the Lakes to Buffalo. To Montreal the opening season rate all
water was nine cents. It has been quoted as low as six cents a bushel from the
head of the Lakes to Montreal all water.

Mr. Gray: What is the rate from Buffalo and Port Colborne to Montreal
through the canal?

Mr. Bur~ar: In reply to that question, about two years ago in examining
the situation we found there was an unexpected movement of grain from the
head of the Lakes to Buffalo. We wondered where that grain was going and we
found that some of it was being transhipped through the elevators so as not to
violate the law, shipped into Canadian bottoms again. It was handled by U.S.
vessels from the head of the Lakes to Buffalo, and shipped into Canadian vessels
for Montreal to take advantage of the through rate. Much of the grain that is

transferred from Port Colborne has moved from the head of the Lakes to
Montreal.

Sir HENry THorNTON: Does that answer your question or not?

~ Mr. Gray: What would be the relative cost from the head of the Lakes to
Liverpool via Buffalo and Montreal respectively?

Sir Hexry TrorNTON: I doubt very much if we could get you that in-
formation. 1 think what Mr. Bell wants is how much it costs to move grain
from the head of the Lakes all water via Buffalo and New York, and what it
costs to move grain by water from the head of the Lakes to Montreal; and what

it costs to move grain by water from the head of the Lakes to Georgian Bay
ports and then by rail to Montreal.

Mr. Bur~ar: Based upon experience lately, the rate to-day may not obtain
to-morrow. _

_ Sir Henry Tuor~NtoN: Of course, you understand that there are almost
daily fluctuations in these cases and any figures we would give you would only

be an approximation. I think probably Mr. Burnap could give Mr. Bell that

information. T do not know whether he could give it to-day.
it take, Mr. Burnap? e 3 ay. How long would
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Mr. BurNap: 1 will try to have it to-morrow.

2 Mr. Beuu: Like Mr. Hanson, I am interested in the question of bonusing
export grain from the west, and having it go by an all Canadian route as far as
possible so that the benefit will acerue to Canadian railway and steamship
companies.

Sir HeNry THorNTON: I think [ have stated your question correctly. You
have a note of that, Mr. Burnap, and you will get in touch with Mr. Fairweather
and have that information for Mr. Bell as soon as you can?

Mr. Burnar: Yes.

Mr. Hanson: According to your statement the rate from the head of the
Lakes to New York is five cents a bushel?

Mr. Bur~ar: I think so. If it is not so I will correct it.

Mr. Heaps: Have we information showing how much American grain goes
through Canadian ports?

Sir Hexry THorNTON: It is in the grain statistics of Canada. The Bureau
of Statisties have all that.

Mr. HansoN: 1 had in mind going back to the question of increased railway
revenue. It is a very startling figure Sir Henry. We all agree on that. $46,-
000,000 in a twelve months period is a large figure, and it is not confined to any
one class of service. The principal item is freight, 18%, but it covers the whole
range of railway activities and of production in Canada. What are you going
to do about it?

Sir HENry THorNTON: Well, I think I said at the first meeting of this
committee that the accuracy of a prophecy varied inversely with the experience
and the importance of the prophet. Now, in the first place the question is, is
the present depression indicative of a permanent condition or is it transitory?
We have had such conditions—probably not to such a degree before—but we
have had such conditions. When you asked what are we going to do about it, -
I think your question involves first an examination of what caused the condition,
because before you can prescribe the medicine you have to know what kind of
disease is being treated, otherwise the remedy might be the wrong one. I might

-~ venture this opinion with respect to the general question, although it looks like

going a little far afield, and that is this: I think the only fair principle to apply
to-day is that the great economic, social and political changes which have
happened in the past, particularly the economic changes, have been spread over
a period of some two to four hundred years. Take the discovery of steam as
a form of energy. Formerly the principal form of energy was marual power—
the backs of men, and relatively crl}de water power appliances; but the moment
steam was -discovered as a form of energy the frontiers of industry instantly
expanded indefinitely, the potentiality of industry expanded prodigiously, and
we immediately entered a mechanical era. The application of electricity in all
its forms to-day is the child of steam, because without the steam engine there
could have been no dynamo, and the development of steam carried in its train
electrical application and the internal combustion engines and all of the extra-
ordinary mechanieal development that has taken place progressively in the last
one hundred and fifty vears. Now, that era has more than covered the life of
any single industrialist or of any single generation, which is to say that each
successive generation, and the world as a whole, had time to adjust itself to
those constant progressive movements. It was an evolution. But since the war
“our economic political and social changes have taken place with appalling
Yidity. More has happened since the war to the world as a whole socially,
itically and economically than ever happened to the world in any previous
one hundred or two hundred vears; and the simple fact is that we to-day are
unable to move fast enough to adjust ourselves to those rapidly changing con-
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ditions. If we are going to solve these problems we have got to talk less and
reach our conclusions quicker and act with greater rapidity. In other .words,
we have a runaway on our hands; and I think, no matter how academic it may
sound, that that is largely responsible for our economic trouble. We are just
not keyed up mentally to move fast enough to meet these changes which are
happening all over the world, politically, economieally and socially, with great
rapidity. Now, you asked me what we are going to do 'about it. Well, as I say,
much depends upon whether we are now confronted with a permanent or semi-

permanent condition, or whether we are not, and 1 frankly admit I do not know-

and 1 haven’t found anybody that does know. If anyone can answer that
question which you have proposed, and which I admit is a serious question a!_ld
certainly one that should engage the attention of all thoughtful people, he will
probably be conferring the greatest benefit upon mankind that all history can
reveal.

Mr. HansonN: In other words there has got to be a readjustment.

Sir HENrY THorNTON: Unquestionably.

Mr. Haxsox: And all along the line; all over the whole outlook.

Sir HENrY THorNTON: It makes no difference Mr. Hanson, whether you look
at it from a political, social or economiecal point of view, it looks to me as if we
had approached a period which demanded a readjustment or a re-vamping of a
good many of our policies and ideas. '

Mr. Haxson: Take the question of rates. Heretofore, under the Railway
Act—I am not speaking of Parliamentary rates at all because they are dictated
by political considerations as I understand according to my knowledge of the
situation—but take the question of rates. Let me give you an illustration of
what you are up against in express rates. The express rate on a crate of oranges
from St. John to Fredericton is eighty cents. That involves three or four
different handlings—perhaps two on your line and three on the C.P.R. branch
line. The truck is calling at the wholesale warehouse for that crate of oranges
and the driver of that truck is putting those oranges into my house for thirty-
five cents with the result that that situation brings about a decrease in revenue
in expresses. What are you going to do to meet that situation? It is a fair
question, I think.

Sir HENry THoRNTON: Yes, it is a fair question; and we are doing this:
in the first place we are considering, in connection with the Canadian Pacifie
railway, although we have our own views on that subject—

Mr, Hansox: I do not want you to give away anything that is not settled

or that will expose your hand. 1 would not put you in that position; but with
that limitation can you answer my question?

Sir HENry TaorxTON: 1 will not give away the show. 1 want to tell you

quite frankly what we are trying to do because I would like to have your
reaction and the reaction of this committee. We run a certain number of
passenger trains, and we are obliged to do so to-day in order to preserve the
continuity of service—service to the different communities, These passenger
trains have got to be run, and to-day they are running light. Now, we have
under consideration filling those trains up with package freight at freight rates,
L.C.L. rates. The trains have got to be run, the expense is there, let us fill the
trains up and see if we cannot make some money.

Mr. Haxsox: In other words you propose to meet that particular com-
petition that way?

Sir HExry TaorNTON:  We have under consideration a plan to try to meet
that situation in that fashion. When you come to the general—

Mr. Geary: That is a reversal of all your former policies?

ol

de B g

eyl

b 3
Ly S

RIS PO

¥
-~

.
2



BELBCT STANDING COMMITTEE

Sir Henry THorNTON: That is what I say. You have to move fast in
these days. We are confronted with an entirely new situation, and we have
to apply new remedies. You cannot be bound by old precedents which may have
been perfectly correct ten years ago, and which will not work to-day.

Mr. Geary: Does it follow from that that you are abandoning the principle
that you have to move express at a higher rate than freight?

Sir HENrY THORNTON: No, I would not go that far. I am trying to answer
frankly Mr. Hanson'’s question as to what they are doing. Now, I come to the
‘general question of hnghway competition. The only way to meet it is to com-
- pete with it. There is no good trying to compete ‘with the highway unless an
A analogous serviee is furnished because you do not get anywhere.

I * Mr. Haxsox: May I interject there; as a corollary to that proposition
- should there not be public regulation of other common carriers as well?

R Sir Hexry THorxTON: Mr, Hanson, I will not repeat my statement, but
- at the first meeting of this committee I ventured to express what I think ought
~ to be done in the way of regulations.

R Mr. Haxson: They ought to be regulated.

ot Sir HeNry TrornNTON: There is no question about that; but after that

- there is still the competitive feature. Now, unless we furnish a service which

| ;._' is equally attractive to the highway service, we are not going to get the business

So, we have had a committee at work for some little time to see if we could not

have some system of containers, collections and delivery to implement the trains

which have to run, in order to work out some scheme which will put‘us on a

~parity with the highways when it comes to the question of competition. Now,

that is as near as I can come to an answer to your question.

Mr. Hanson: That is a logical answer. I am glad the subject is engagmg
the attention of the management.

R Mr. Hears: May I ask Sir Henry if he is in a position to state how reduced
o ‘week-end fares have affected passenger traffic?
Sir Henry THorNTON: I do not know offhand.
;)ee Mr. Burxar: We cannot defermine definitely just what the result has
! n, .

Mr. Haxson: What has been the reduction? I understand it is small.

~ ~ M. Burxar: It is one and a quarter per cent on the round trip, one and a
~ quarter times—a fare and a quarter instead of a fare and two-thirds.
__ Sir Hexry THorNTON: It compares numerically as one and a half compares
~with two.
' Mr. Heaps: Has there been any increase in traffic as a result of that reduc-

- Sir Hexry TuorNton: Mr. Burnap, Mr. Heaps asks if there has been any
particular increase in traffic, _

Mr. Burnap: We think it has excited some inerease, but right now with the
~use of private automobiles at this particular season of the year it is difficult to
determine to what extent we have succeeded in getting that business.

tm ?Sll‘ Henry THorNTON: How long have you had the reduced fare in opera-
tion
: Mr. Burnar: From the first of May.

~ Mr. McGiseox: I am not speaking of passenger traffic between Ottawa and
Montreal. Is not one of the difficulties the slowness of the trains. You can take
~an automobile from my part of the country and can go a distance in two and a
half hours that it would take four and a half hours to go on a train.
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Sir Hexry THor~NTON: There is no doubt the automobile on the highway

is a serious competitive factor with the railway. We run usually a local train
and they have to stop at every station which means more time is taken by rail
necessarily than in an automobile where the person goes straight through to his
own door.
Mr. McGissox: Would it not help traffic if those trains were speeded up a
little. '
Sir HeNxry THorxTON: The only way to do that would be to put on an
entire new train and put on a local stafi. The real interference with fast move-
ment is the local stations at which you have to stop. For instance, one of the

features that help for speed on the train between Montreal and Toronto is the

fact that they make only two or three stops.

Mr. McGiBBoN: We do not expect trains like that but it seems to me they
are terribly slow.

Mr. Hanson: I have had my own trouble in that regard—people want
faster trains and more stops, stops for every two or three miles, and I do not
see how you can have the two together. However, they have not got much
encouragement from me in that regard.

Sir HeNry THorNTON: I think the best way to treat that question would
be to take the fast train between Toronto and Montreal, because the Chicago
train is really the outgrowth of that. The fast trains we run from Toronto to
Montreal is a factor in a financial way yielding a half million a year. I do not

think there is any train, probably not on the American continent that earns

more per mile, and they are far more profitable than any trains we run.

An Hon. MemBer: What has been the effect on other trains.

Sir Hexry THorNTON: It does not materially affect the other trains—we
simply collect additional business.

An Hon. MemBer: Do you take into consideration the higher state of
efficiency in which the road is kept to run those fast trains.

Sir Hexry THorNTON: The condition of the road bed is not affected by
those fast trains—we would have to maintain the standard of efficiency. The
real factor in those trains is not o much the average speed as the elimination of
stops. The train that makes every stop and runs like a scared rabbit between
the stations, is the one that might affect the road bed, but as to the efficiency
of the road bed for passenger trains, we would have to do that in any case.

Mr. Hanson: As to passenger revenue, we discussed it last year and you
stated the loss in passenger service last year was $12,000,000—I would like to
know what it is this year.

Sir Hexry THorNTON: We will have that for you to-morrow,

The Committee adjourned until Thursday, June 11, at 11 o’clock.
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MINUTES OF PROCEEDINGS | | L-"-‘_

TuurspAY, June 11, 1931.

The Select Standing Committee on Railways and Shipping owned, operated

and controlled by the Government met at 11 a.m., Hon. Mr, Chaplin, the Chair-
man, presided.

Members present: Messrs Bothwell, Cantley, Chaplin, Duff, Euler, Fiset
(Sir Eugene), Fraser (Cariboo), Gobeil, Gray, Hanbury, Hanson (York-Sun-

bury), Heaps, Kennedy (Peace River), McGibbon, Power, Rogers, Stewart -
(Lethbridge).

Sir Henry Thornton submitted answers to questions previously asked
respecting,—

(1) Quantity of Canadian Grain shipped via Buffalo for export through *-'"
American ports in 1930;

(2) Rates on grain from the head of the Lakes to Montreal via water, via -l:'
rail, via water-and-rail;

(3) Rates on grain from Montreal and New York to Liverpool by (a)
tramp, (b) liner;

(4) Rate, Buffalo to New York, via barge service;

(5) Operating ratio of Eastern Lines, Central Region, and Western Region
for years 1928, 1929, 1930;

(6) Production and cost of production, 1926 to 1930, Rail and River Conl b
"Corporation; and - 5

(7) Rail and River Coal Company wage scale, February 1, 1931; } w‘f =
(8) Comparison of wages in coal fields in Canada. :

s
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Arising out of the answer to question (6), a discussion ensued regarding P ;
the price of coal. oo :

The amount of capital invested in the Canadian National Railways and
the prospect of securing a fair return on that amount was debated at length. ?f-' X

The Committee resumed consideration at page 5 of an “ Analysis of mo
Results of Operation as Compared with 1929.”

The Committee adjourned until Tuesday, June 16, at 11 a.m.

JOHN T. DUN,
Clerk of the Committee.
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.MINUTES OF EVIDENCE

House or ComMmons, Room 231,
THURsDAY, June 11, 1931.

The Select Standing Committee on Railways and Shipping met at 11 a.m.,
Hon. J. D. Chaplin, Chairman, presiding.

The CHARMAN: I was waiting for a few moments for the minister, but we
can go ahead where we left off vesterday. The Minister will be here later.

Sir Henry THoexTON: I think, Mr. Chairman, there was some questions
asked yesterday and I should like to answer them.

The CuarMAN: The questions that were asked by members are here, and
I may say that I have eliminated some myself, and the others I have passed over
to the railway officials. They will not be answered until the Minister returns,
in accordance with the understanding arrived at the other day.

Sir Hexry THORNTON: There were certain questioned asked, I believe, by
the committee yesterday to which perhaps you might give the answers.

The CHAmrMAN: I think so.

Sir HeNry THorNTON: One of the questions asked was in regard to the
amount of Canadian grain shipped via Buffalo. Perhaps I had better read it,
because you may want to make some comment upon it. This was the question,
what was the quantity of Canadian grain shipped via Buffalo for export through
American ports in 1930? The answer is, Canadian grain via Buffalo, 92,479,728
bushels. Of that amount—

Mr. Haxson: Ninety-two millions?

Sir HENrYy THORNTON: 92,479,728 bushels. Of that amount there was re-
shipped to Montreal, 20,201,998 bushels, leaving a balance of the grain which
went to Buffalo, which was exported via United States ports, or used for milling

in bond to the United States, 72,277,730 bushels. As a matter of information
for comparative purposes, the total Canadian grain exports in 1930 amounted

to 216,670,052 bushels.
Mr. HansoN: About one-third went out by American ports?
Sir HeENrRy THORNTON: Yes, that is right.
Mr. Heaps: In bond, milled in the States? ; o
Mr. Haxson: Milled for export. s
Sir HeENry THOrNTON: 1 said in round figures, 72 million bushels of Cana-

.- 2 [q W .
dian grain remained in Buffalo. Now, we do not know what percentage of that
was turned into flour, or what percentage of it went to New York or some other i

port for shipment. All we know is that 72 millions of bushels of Canadian grain
found its way to Buffalo and stayed there, or stayed in the United States;

either stayed there or was exported. We have no way of determining what

proportion of it was milled in the United States, and what proportion was shipped
from the United States. ’ g

Mr. Hanson: I suppose, in any event, if they milled it, and retained it, -
they would have to pay a duty.

Sir Hexry TrorNToN: If it was milled in transit and exported it would not ;

pay a duty, that is right. Mr. Fairweather may be able to answer that question.
Mr. Hanson: It is answered well enough. ' :

g
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Mr. FaRweaTHER: 1 was just simply going to remark that the Dominion
Bureau of Statistics publishes a very thorough set of statistics on the moving
of Canadian grain. Really, all the information is in there, particularly in the
form of charts. For instance, here is the movement of Canadian grain—

Sir Henry TaHorNTON: Can we get the information that Mr. Hanson
% refers to?
i Mr. FAIRWEATHER: Yes.
Sir Hexry THorNTON: We can get that for you.
Mr. Hanson: I am not asking for it, I know it now.
: Mr. HaxBurY: You gave a total of 216,000,000 bushels, approximately, ex-
- ported, of which 72,000,000 went. through United States ports, leaving a balance

- of 14?4,000,000. Do you know what proportion of that went through Pacific

¥ pom

Sir HeENry THoORNTON: Yes, we can get that, but maybe not right off the
~ bat, but it can be obtained; it is quite simple. While Mr. Fairweather is looking
- that up, perhaps I can go on.
B - The CaArrMAN: Gentlemen, I would say that questions of this nature that
any member can get himself, should not be taken up here, as it takes up too
much time of this committee.
Mr. Hansox: The only point is, we get it on the record.

- Mr. CHAlRMAN: I may be wrong in that respect.

SIS -Mr, HansoN: It may be of some value.

Sir HeNxry THorNTON: Another question that was asked—by the way, I
- will hand those printed replies in so they can be included in the record, I am
~ just mentioning them verbally now—the next question was, what are the rates
- on grain from the head of the lakes to Montreal, first via water, secondly via

- rail, and thirdly via water and rail. The answer to that question is this: via
- water, seven cents per bushel; via rail (for export), 34} cents per bushel; via
- rail and water (1) via Northern Navigation Company, bagged wheat, 25 cents
- per 100 pounds, (2) via water and rail (head of the lakes to bay ports, thence
- rail) head of the lakes to bay ports, 2} cents per bushel; bay ports to Montreal,
- 8:6 cents per bushel, making a total of 11-1 cents per bushel.
: The next question that was asked was this, what are the rates on grain
from Montreal and New York to Liverpool, first by tramp steamer, and
secondly, by liner. There are no quotations available as to tramp cargoes at
_ the present time moving to Liverpool. The rate by liner, that is, by established

“schedule service, is 4:56 to 5-33 cents per bushel. That is the rate per bushel
from New York to Liverpool by liner service, and that is about all the informa-
~ tion that we can get on that subject.

; Secondly, the question was asked, what was the rate by barge line from
~ Buffalo to New York; that is, by barge service from Buffalo to New York by
~ the Erie canal, and the rate is from 3 to 3} cents per bushel. :

s Mr. BorawerL: You gave the rate from New York to Liverpool; have you

- the rate from Montreal or any Canadian port?

: Sir Hexry TrorNToN: Well, yes, I gave you that. The rate from Montreal

~ to Liverpool by what we call liners, established service, is from 4-56 to 5-33
~ cents per bushel. Now, from New York to Liverpool, it is approximately 5-33
- cents per bushel; in other words, pretty much the same. Now, can you answer
~ that question that was asked a wEile ago, Mr. Fairweather?

£ Mr. FamrweatHer: The grain exports through Vancouver in the crop year
- 1928-29 amounted to 96,138,218 bushels.

Sir HeNry TrorNTON: He would like to know in respect to 1930.
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Mr. Haxsury: 1930.

Mr. FarrweatHER: These statisties are all in erop years.

Mr. Fraser: You have not got the amount for the last crop year?
Mr. Famwearaer: This is for the Tast available year.

Sir Hexry THornToN: [ think, if you would like the information, we can
probably get it. We can dig it out for you, if you would like to have it. In
other words, what Mr. Hanbury would like to know is, how much Canadian
grain was shipped from the port of Vancouver.

Mr. HaxBURY: Yes.
Mr. Haxsox: I think the total export was 216,000,000 bushels.

Mr. Heaps: I would like to ask Sir Henry the proportion of American grain
that went through Canadian ports.

Sir Henry THorsTON: Yes, we can give you that in just a moment,

Mr. FairweaTHER: The number of bushels of United States grain moving
through Canadian ports in the crop year 1928-29 were 83,512,520.

Mr. Hanson: Eighty-three millions?

Mr. FAIRweATHER: 83,512,520. -

Mr. Heaps: For the same year corresponding with the 72 millions?
Mr. FarrweaTHER: Well, this is the crop year 1928-29. '

Sir Hexry THorNTON: What is this. How does it compare with this?
Mr. FaiwearHer: That, sir, is the calendar year 1930.

Sir HENry TrorNTON: What Mr. Heaps evidently wants to know is this;
what kind of balance is struck,—
Mr. Hears: Correct.

Sir HeNry THorNTON: —between Canadian grain that moves for export
through American ports, and American grain that moves for export through
Canadian ports. Just speaking offhand—I should like Mr. Fairweather or Mr.
Burnap to correct me if I am wrong—I think the balance is generally somewhat
in favour of the Canadian ports, is it not?

Mr. Burxap: I think you are right, Sir Henry. I hope to have the actual
figures— :

Sir Henry THorRNTON: When can you get them?

Mr. Burnap: The secretary is on the 'phone now.

Sir Hexry THorNTON: We may have the figures to-morrow morning. I
think from general knowledge of the situation as far as the balance is concerned,
there is rather more of American grain which finds its way to export through
Canadian ports than Canadian grain that finds its way through American ports.
Now, that is just a general statement.

Mr. Hanson: Just in that connection, do the Canadian railways get any
benefit from the American grain, or is it all water haul?

| RAILWAYS AND SHIPPING 3
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" Sir Hexry- TrorNTON: Of course, here you have 92,000,000 bushels of

Canadian grain that moves to Buffalo. We get our portion of the movement of

that grain to the head of the lakes, but I should say without any doubt practic-
ally all of that, in fact, every bushel is moved by water from the head of the
lakes to Buffalo, and probably pretty nearly all of it, which was consigned to
Montreal, also moved by water; so that out of the total of 92,000,000 bushels,
the railways profit only by the rail movement to the head of the lakes. '

Mr. Hanson: I am speaking of the American grain that went out through s

Montreal, did the Canadian railways get any haul on that at all at any point?

I do not think they did.
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Mr. FarrweaTHER: Speaking with regard again to the crop year 1928-29,
which is the only year for which 1 have the available statistics, there were
19,767,000 bushels of grain handled by rail from Georgian Bay ports to Mont-
real, and there were 16,000,000 bushels—half of that may be included in the
» other—that went through to Saint John.
I8 Sir Hexry THorNTON: What Mr. Hanson wants to know is this: He says
I a certain amount of American grain moved through Canadian ports. Now, how
much of that grain was moved by Canadian railways, or in what way, if at all,
did the Canadian railways profit by that movement. That is the question in a
nut-shell, as I understand it. :

Mr. Hanson: Yes.

Sir HExry THORNTON: Can anybody answer that? .

Mr. Burnar: I would not attempt to give you the exact figures, sir.

Sir HExry THorNTON: Can we get them?

Mr. Burnar: A considerable proportion.
e Sir HENry THORNTON: Can we get it?
e Mr. Burnar: We certainly can.

Mr. Haxson: I would not have supposed you got anything out of it; I am
very glad to hear you got something. The movement by water from Buffalo

" to Montreal, how does it get to Buffalo?

Aj:';' Sir Hexry THorRNTON: It must have got to Buffalo presumably by water.
B Mr. Gray: We got some of it.

- Sir HENRY THORNTON: A good part you must remember, was moved from
:' Chicago, and by water to Georgian Bay ports. We would get it by rail from here.
- Mr. Hansox: You may do that.

- 8 Sir HeExry THORNTON: Those are all the questions. No, there are some other

~ questions. :

Mr. Kennedy asked about the operating ratio of the three regions of the
- Canadian National Railway for the last three years, and I have them here. I
- will just give the result to you in a general way. On the eastern lines, the operat-
~ ing ratio varied from 110 per cent to 115 per cent; the central regions operating
ratio varied from 78 per cent to 85 per cent. In other words, the most favour-
able year was the year 1928 when there was the largest volume of traffic. The
- western region’s operating ratio varied from 83 per cent to 93 per cent. In
each one of these instances, the most favourable operating result was in the
. year 1928. The eastern lines had their lowest operating ratio in 1929.

There is another question, and I have forgotten who asked it, but I think
it was Mr. Heaps. The question was in regard to a statement of the production,
~ and the cost of produetion of the cost of the coal raised by the Rail and River

Coal Corporation, and I will just hand it in. -

Mr. Heaps: Mr. Smith asked for that.

- Sir Hexry THor~nTON: It will go on the record, Mr. Smith, I shall read it,
- if you like. I shall give it to you in round figures. The production from 1926 to
1930, four years, was 4,515,509 tons; the production costs, including idle time,
was $7,454,250.37, and the average cost per ton was §1.65. During this period
the mines were closed for a total of 25 months, or substantially two years. I
‘think Mr. Smith asked about the wage scale, or Mr. Heaps asked that question.
- Mr. Hears: Yes.

- Sir HExry THorNTON: I have here a statement, which is rather long, and I do
~ not think you will want me to read it. It gives me the information asked for, and
~ it also gives a comparison of wages paid in Canadian mines. Well, we have no
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direct information from the coal operators as to what wages are paid; but we have
endeavoured from public statistics and from other sources, to secure that inform-
ation, and we do give you a comparison of the wages paid in the various coal
fields of Canada, but I should like you to understand it only represents the best
information we would obtain from an examination of public records. It is rather
a long statement, and 1 think you probably want me to go on with the other

statement. 7
The CramrMaN: Is it your pleasure to place this on the record?
Some Hon. MEMBERs: Yes.

RAIL AND RIVER COAL COMPANY
Wace Scare IN Errecr FEBRUARY 1, 1931

1. Inside Day Labour—
T e Bty e i T e P T i ] N L
IB);ivers by R TR e g o e S R A Y £ O T A
b A o APRGNEINE S L o Ly o SR I S e n
Snappers. on crab gathering locomotives .. .. .. .. ..
Trip riders, on haulage locomotives .. .. .. .. .
WELEE - BREIBTS, .« ~i.i o 35 g0 oo o e Byl 4 ot i BT o
Matline Haulers - . Sl b es v bt T b s
Trork lepirs, Balpers. © v v O A e e e e e g
Taunberinbm, DEIDErE . . 5 il al et S g L R g
Bratticemen .. .. .. e
TESPPEN .. 5 Jo s s
Couplers a L B N R S e R S L s
Other invide iany labewer 5. & 52 Saaes b lis, Sisien
Machine tutting, by the dRY ' o« 13 o5 Sotbe oo v onsdinees
2. Outside Day Labour—

88553828338888888
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Second blacksmith .. .. .. .. .. .. ..

Blacksmith, helpers .. .. .. .
Mine carpenters .. .. ..
Dum

Tranmers on railroad Care o L. w0 s vy s i
Slate pickers on table or cars .. .. .. .. .. .. .. < auinn
Couplers and greasers, DOys .. .. .. .o .o voer wa ne s ae s
All other outside day labour, except boys .. .. .. .. .. .. ..
3. Machine Scalc—Chain Machines— ‘
Cutting in rooms, any type breast machine, per ton .. .. .. ..
Cutting in rooms, any type shortwall machine, per ton .. .. ..
Cutting in rooms. any type arc wall machine, per ton .. ..
Cutting entries, breakthroughs between entries, breakthroughs
€en rooms and turning rooms:

8 in. wide, per ton .09 and extra per yard .. .. ..

< 10 in. wide, per ton .09 and extra per yard .. .. ..
Izln.wgdg,perto_n_.wand extra per yard .. .. ..

Hand drilling; shooting and loading in rooms, per ton.. .45 e

Hand drilling; shooting and loading in entries break- Iy
thr between entries and turning rooms—

528 233 muszsszs

8 in. wide, per ton .45 and extra per yard .. .. T e
10 in. wide, per ton .45 and extra per yard .. ., .3 .
= 12 in. wide, per ton .45 and extra per yard .. .. .45
4. Stone Measurement—
To be paid for

Mo M W W W B G
e is  wi ce i i i i
13 inches 1 inch .06 .05 .05 .o'«d‘ 53'
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- QuestioN BY MR. HEaps:

Comparison of wages paid in various coal fields in Canada, by classes?

Answer:
Nova Seotia Alberta Vancouver Island
OORAROE TRENEPS s o i 5 < v 65 b lon e $6 69 & 778 $6 71
L SN e s RS N 415 * 5 205 57 4 52
Hoisting engineers .. .. .. .. .. .. 425 5 65—6 20 539
T T e T L SR e W 3 60 4 85—5 25 413
T e R G ORI, ST 373 5 20—5 57 4 35
5 N S I 3 93 4. 40—4 95 3 96
Labourers, underground .. .. .. .. .. 345 4 40—4 67 397
Labourers, surface .. .. .. .. Ja .. .. 3 40 4 154 41 376
T R R v L 415 4 85—5 77 5 40
B e o SIS S e 3 88 5 45—5 77 4 83
Blacksmiths .. .. N L e A 4 05 5 45--5 77 511
Machine miners .. .. .. .. .. .. .. .. 5 85—7 00 4 81
Norte~—Above figures from Department of Labour Report No. 14 “Wages and Hours of

Labour in Canada”.

Sik HeNry THorNTON: That, Mr. Chairman, completes the list of ques-
gons which have been asked with respect to which we have available informa-

on.

Mgr. Durr: With regard to this coal question, I think Sir Henry told us
yesterday that some 1,600,000 tons of coal were raised from this mine in Ohio.
What proportion of that one million, six hundred thousand tons was used by the
Canadian National Railways?

- Sk HeNry T'HORNTON: I can give you that in a moment. The total amount
of coal raised, was 1,800,000 tons. Of that amount 1,600,000 was used for own
OWn purposes. ~

Mg. Durr: How much?

Stk HENry THoOrRNTON: 1,600,000 tons, leaving 200,000 tons. These 200,000
tons were sold to consumers there. g

Mg. Durr: That is, 200,000 tons were sold to private consumers? Can you
give us any information as to whether or not you made a profit? You said it
 cost $1.26 or $1.10 to raise and it was sold for what?

' Sk HExry TuorNToN: We sold it at $1.50 per ton.

Mgr. Durr: It was sold at a profit?

Sik Hexry THORNTON: Yes.

k Mg. Durr: Now, Sir Henry, some mention was made of the fact that if a
fair price was obtained for this mine, the Canadian National Railways might

~ consider selling it? -

- Sk Hexry THorxTtON: I would so recommend to the proprietor.

B/ Mgz. Durr: Well, if this mine was sold, the Canadian National Railways
- would have to buy 1,600,000 tons of coal outside. How much would you have to
- pay for 1,600,000 tons? ;
, Sik HEnky TaorNTON: That question cannot be answered shortly. I might
~ explain to you that one of the reasons which prompted the Grand Trunk Rail-
~way company to acquire this mine, at the time of its acquisition, which was
~ somewhere around 1908 or 1910, was that there was a combination of coal
~ mining interests in the United States, and the tendency of that combine was to
maintain high prices for coal. The Grand Trunk Railway, to protect them-
~ selves against that situation, decided that it should acquire its own coal mine
- properties. That was the situation at that time, and that was the reason. Now,
 to-day, the situation is quite different, and as far as I can see, it is likely to re-
~ main so, for some time. And the prices of coal in the United States can only be
~ described as chaotic. We are buying coal as what seems to be an unremunera-
~tive price to the producer.




Mz. Durr: What is that? '

Sir Hexry THornTON: Having regard to that situation—

Me. Durr: What is that price?

Sir Hexry THorNTON (to Mr. Vaughan): Can you say roughly?

Mg. VavegHAN: We can buy coal all the way from ninety cents up.

Mg. Durr: Up to what? . Sl

Mz. VaveHAN: Up to $1.25, $1.50. It depends entirely from what district v
the coal comes. Of course, our cost is based upon freight rates to our line. Some R,
lines have a lower freight rate, and some a higher freight rate. The coal produced
by the Rail and River Company takes a lower rate.

Me. Du¥r: It is on that the prices are based. W

Sik Hexry THoRNTON: Yes. R

Mg. Durr: What I am getting at, Mr. Chairman, is this, whether it is good
business or not, if this is a valuable coal mine, and the railway can save money
by using 1,600,000 tons of coal a year from their own mine, why consider sell-
ing it?

Sz Hexry THorNTON: The answer to that is this: as far as our judment
leads us to believe, the situation to-day and as far as we can see in the future,
is not likely to be the situation which existed at the time the Grand Trunk ac-
quired the mine. In other words, the coal situation has changed, and we believe,
as far as our judgment dictates, that we can to-day afford to sell that property
providing we ean get our money out of it. I eannot recommend giving it away,
nor can I recommend selling it at an amount materially less than that which
represents the investment in the property. But again in turn, due to the condi-
tion of the coal market in the United States, it is almost impossible to sell any
mine at any price.

Mgr. Hansox: You are quite right.

Mz. Durr: What I am trying to get at is this: if you sold this mine at a
fair price, for business reasons, you would have to use most of this 1,600,000
tons, you would have to buy most of this 1,600,000 tons from other United States
mines. . Py -

Sk Hexry THorNTON: That is true. Our judgment is that the situation is
such we do not think we are going to suffer any. e

Mr. Durr: You are making a profit on what you sell outside.

Sk HExrY THORNTON: Yes.

Mr. Durr: Thirty cents a ton?

Sir Hexry TaorNTON: Yes, and don’t forget, of course, the sentimental
reasons which intervene, and must necessarily intervene with respect to state-
owned property, more so than with a privately owned property. We have been
criticized for owning and operating a mine in the United States, and there may
be some sentimental reason for that eriticism. My only answer is that we have
got the mine, and we must make the best we can of it. And if we can rid of it

at a justifiable price, at a price which will conserve the interests of the property,
I think we should do so.

Mr. Durr: Because you have been eriticized is not a good reason why you
should sell the mine.

Sz Henry THorNTON: T do not say that, Mr. Duff. No amount of eriticism
would force the administration of this railway to do a thing which they did not
honest}y believe was to the best interests of Canada, but at the same time, we
must listen to the zephyrs which blow,

Mr. Evier: Is it more advantageous to keep the mine and raise the coal
or to gell the mine and buy coal from other mines? :




Sir Hexry THorNTON: Mr. Euler, under present conditions, our judgment
is, if we ean get the money out of that property that has been invested in it, it
would be better for us to sell the mine, but those were not the conditions which
existed at the time the mine was bought, which was in 1910 or thereabouts.
; 1‘\?'Ir. Evrer: I suppose a little later on you may get more money for the
; mine
S Sir Hexry THorxTON: Well, I do not see how we can get any less for it.
i Mr. VavcHAN: We have one of the best areas in the district.
I Mr. Hears: Is it not true if you buy coal you might be able to obtain some
. traffic that you are not getting now, by virtue of the purchasing of the coal?
- Sir Hexry THorNTON: That is obviously a horse-trading proposition, and
557 it is pretty difficult to answer. There is the opportunity for a little poker there;
that is quite true.
e Mr. CanTLEY: My objection to the whole thing is this: why should we
; have to spend between three and four *hundred thousand dollars in that pro-
perty when, as a matter of fact, you could have bought coal any time since that
in the open market for less money than you can produce it.

Sir HExry THorxTON: Well, the only answer I can make to that, Colonel,
is this; that we had the property which represented a considerable investment,
and we felt that in the interests of the proprietor, wo ought to conserve the
investment, having due regard to reason and the costs to the Canadian
purchaser.

Mr. CanTLEY: You have to spend between three and four hundred thousand
dollars on the property.

B - Sir Hexry THorxTON: Was yvour question based upon this: that since
i) 1922 we have included three hundred thousand in that property.

R Mr. CanTLEY: Yes. You say you would be able to acquire that much?

e Sir Henry TrorxTON: I do not know off-hand.

' Mr. Vauguax: We have to keep our mine modernized, the same as any

other mine, putting new screens and so forth.

Sir Henry THorNTON: The answer to your question is this. We have to
~ maintain the property, the same as any other manufacturing property has to

- be maintained, and this amount comes in the maintenance costs, Colonel.

Mr. Hears: You could have bought this coal cheaper in the open market
than what you are producing it at the present time?

Sir Hexry THORNTON: I do not know.

Mr. Hears: That is the inference I am getting.

Mr. VauHAN: We have gone into that pretty ecarefully, and if we shut
down our mine, the cost of shutting the mine down would amount to considerably
more than any additional price we pay for the coal to-day.

; Sir Hexry THORNTON: I-think the whole meat of the argument is this,

that we have the property, which is a certain investment, and we have to try

to conserve that investment.

- Mr. McGseoN: What is the average price you pay for the coal you buy

~in the United States?

L Mr. VaucHAN: Last year nearly all the coal we bought came from our own
mine, and the average cost was $1.26, our average cost at the Rail and River

- Coal mine last month was $1.07 to the railway, indicating that the cost was

- going down. The cost is also going down, I understand, this year.

Mzr. Durr: Down to $1.10.




-

Sir Hexry TuorNtoN: But Mr. Duff remember if you close that mine
there is involved the expense for maintenance and interest on capital which has
got to be taken into consideration.

Mr. DurF: You have to buy coal from the United States and if you close

down that mine you have got to buy 1,600,000 more from outside mines and I :

say keep your mine.

Sir HENrY THorRNTON: I may say in view of the price of coal mining pro-
perty at present, my judgment is that under present conditions both as to
cost of coal and with respect to coal mining property we ought to retain that
mine. As soon as we can get rid of it under terms and conditions reasonable, 1
think we ought to get rid of it. If anybody came to us and asked us to buy coal
mining property in the United States we would not look at it, but we have this,
and we have got to take care of it. If the Grand Trunk Railway Company
had not owned the mine during the war it would have cost that company many
millions more for coal and they could not have operated. Up to the war and
since the end of the war certain conditions existed and you cannot apply the
same rule prior 4o the war and during the war to the conditions as they obtain
to-day. Mr. Fairweather will now continue. :

Mr. Hanson: Before he continues, just before closing yesterday I was
asking a pretty bald question and you partly answered it—have you anything
to add to vour observation yesterday remedying conditions as far as the falling
off in revenues is concerned.

Sir HExry THorNTON: Of course that is a question that ought to be
addressed to one of the prophets of Israel. Perhaps Sam Jacobs.

Mr. Haxsox: Perhaps it is hard to answer and should not be asked, but
in view of the alarming condition, and if 1 can believe what I read in the paper
vesterday, such as indicated that in the revenues for the first week of June
there was a falling-off of 25 per cent, which is more alarming than in 1930.

Sir Hexry THorNTON: I share in your view but the problem is what are
we going to do.

Mr. Haxson: I want to know if you are still struggling with the question,

Sir Hexry TuorNTON: The trouble is every banker and economist has a
different remedy from a different point of view and probably no one has the
right remedy and no one the wrong one, but this may interest you—here is a
statement made by a well-known economist at a meeting of bankers in New

York on November 4, 1921, and this is what he said, and it may throw light on

the situation. This economist quoted eight experts as follows:—

“The farmer will not buy much from the proceeds of this harvest; and, with the price
declines in process throughout the world, there would seem to be very little prospect of
any extensive business revival in the near future.”

.“The general prospect is for slow and irregular business for ten years.”

“I expect to see a long and slow recovery to general level of sub-normal, slow business.”

.. Prices will advance a little from present levels and then fall once more. Recovery
will be slow.”

“ Conditions abroad will continue to affect our business conditions here, It is a con-

servative estimate to say that ten years must elapse before we can see genuinely prosper
business in this country.” pse g Y prosperous

o Businesq will come back to fair, slow operations in three years.”
“The period of readjustment will be long. It will take af least ten years”

. “We must expect a slow return to a basis on which business can be done at a profit
in about three years.”

That was the prediction made by several economists in 1921, and then the
economist continued:—

“These pessimistic forecasts were made on the 4th of November of the year 1921. At
that time business was actually improving, although the experts did not know it. Within
four months the gain was so marked that everybody could see it. Within sixteen months
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I business was so far above normal that experts became frightened again. To-day, the major
F ! economic factors are more favourable to a rapid recovery of business than they were in
i 1921. It is my sober belief that just as the depressionists of 1921 were routed, so the depres-
S' sionists of 1931 are in for a rude awakening.”

N

y .. That represents the opinion to-day of economists who refer to the situa-
[ 7 tion and draw an analogy with the situation in 1921.

‘ﬁ‘ # Mr. CantiEY: You might as well go to a fortune-teller as go to those
L fellows.

o Mr. Gray: In 1921 he did not calculate the Liberal Government was coming
£ ~ into power.

The CHAIRMAN: I hear it stated that one of the leaders of the Liberal party
E consulted a soothsayer in regard to the question.
; Sir Hexry THorNTON: Your question is a pertinent one but I do not know
F what the answer is. There is no use getting ourselves into a mix-up in trying
£ to seek an answer, but frankly I do not know.
b The CuamrMan: Mr. Nicholson is not a member of the committee but as

he desires to ask some questions we will hear him.

o Mr. NicuoLson: I just wanted to ask one or two questions. Is it fair to
B assume that the railway cannot be expected to earn a return on the ecapital
valuation as set out on the balance sheet of approximately $2,530,000,0007 Is
it fair to assume that the railways cannot under normal conditions be expected
to earn a return on that sum of money?

Sir Hexry THORNTON: Do you want me to answer that?

Mr. NicaoLsoN: Yes. I am not asking it in a eritical sense, but it is because
I would like to get the views of the management with regard to what action
Parliament should take to put the capitalization at a place where the railways
can be expected to earn a return on the proper investment of property, and the
5 question is based on the presumption that the capitalization set forth in the
el balance sheet, an accumulation of years, is not a reasonable capitalization.

Sir HeENrYy THoOrRNTON: The answer to that question, I may say, must be
somewhat prolonged but I will try to make it as short as possible. The answer
to that question involves a brief statement with reference to the capital system
of the Canadian National Railways. There is no doubt the capital structure
of the Canadian National Railway system is that which no private corporation
could or would regard as sound. That is largely the result of circumstances
and the exigencies of the past. There is a certain amount of money in our
capital which has no business to be there. For example, if I recall rightly—and
I am just speaking from memory—on such a complicated subject it is not
always easy to give absolutely correct figures.

For example, the Canadian Government requires the capital stock of the
old Mackenzie and Mann interest, which I think was called then the Canadian
Northern System, for $10,000,000, and promptly wrote up the capital to $100,-
000.000 and took it into the books at that figure. In other words, there id
$90,000,000 pure water and it represents no tangible interest as far as the
purchase price is concerned and ought to be eliminated. There are a certain
number of items of that sort but that was the principal one. Then there is the
question of— ;

Mr. McGison: Did not the government assume obligations in addition to
that. I remember they gave MacKenzie and Mann $10,000,000. Did they not
assume certain obligations? ;

Sir HeNry THorNTON: They must have inferentially, if not directly assumed
obligation for bonds and fixed charges, otherwise, the property would have
gone into the hands of receivers which the government could not contemplate.
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Mr. McGieBox: The government had advanced money.
, Sir Hexry TrHoOrRNTON: Oh, yes.
Mr. McGiseox: Would not that be the reason of the writing up?

‘ Sir HExry THornTON: I do not think so. As far as the country is con-
cerned the fact remains. i

Mr. NicHoLsox: In considering the matter of capitalization I take it for
granted that the capital stock held by the dominion government, and I have
only reference to the long term funded debt, the loan by the dominion govern-
E ment, $604,000,000.

Sir Hexry THorxToN: That is all relative and important, but if you will
excuse me I will try to make a connected statement of the situation and it is |
very difficult to continue a connected statement if questions are asked during ]
the process of it. Then there is the question, should deficits be capitalized or :
not? They represent money which the Dominion Government advanced to '
the Canadian National Railway, but back of this stands no tangible property ;
and there again is the question as to whether this should be capitalized. A .
private company would say no. Sound financing necessitates that the funded
debt should represent no more than the money that went into the property
for construction purposes whether it be for the road-bed or equipment.

There you have to decide to what extent and at what figure the total
capitalization of the Canadian National Railway should be fixed and that
problem has not been decided by any government since I have been in Canada.
1 certainly feel that the subject is one that merits investigation and study and
we would be vastly better off, both the government, the railway and the people
of Canada, if that question were judicially examined and some conclusion

reached. Did you ask the broad question, can the Canadian National Railway
be made to pay? .

Mr. NicHorLsoN: Not that. Making the railway pay, as 1 interpret it,
would be to put the railway in a position to earn operating cost and return on
reasonable capitalization, having regard to the value of property.

Nir Hexry TiiorNTON: The answer to that is, given reasenable business
conditions in Canada, I say yes, and in support of that statement I say in
1928 when prosperous conditions existed in Canada the railway earned not only
fixed charges but $8,000,000 besides.

Now if we could have done that with the capital structure we had, and
I personally feel, and bankers generally feel, that it is an unsound financial
structure. If we could do that in 1928 with the return of such times or a
reasonable approximation of such times, not only could that be done but it
could be done to a still greater extent because during this period of depression
we, along with other enterprises, have learned a good many tricks in the way
of economy and we have been able to materially improve our efficiency and
adopt things in our system which might have been overlooked otherwise.” That
is the same with other corporations in view of the condition, but the plain,
answer is this: Given that capital structure which any committee of sound
financial men would recommend as fair and reasonable and given a reasonable.
return to prosperous times, the Canadian National system can earn its fixed
charges and the interest on its funded debt.

Now, if I undertook to say what a reasonable structure would be or what

the deficits of prosperous times would be I would be talking until the adjourn-
ment of parliament,

Mr. Heaps: Can you give the committee the approximate valuation of the
property to-day?

Sir Hexry THorNTON: 1 would not want to answer that offhand.

— o ——
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Mr. Hanson: The fact of the matter is a set-up was to be considered last
vear by parliament,
Sir Hexry THorNTON: In the first place, about five years ago we tried to
find out financially what we had and it took three years to find out what the
situation was financially with respect to the Canadian National Railway system.
Nobody has any conception of the involved and in many cases inaccurate
condition of the books and accounts chiefly because in some cases the accounts
were not available—previous proprietory companies did not have the informa-
tion and we found out there were about 150 different mortgages on the property;
they were all of different terms and different rates of interest and different
periods of maturity. A mortgage would be first on the property for three or
four hundred miles and become a second and third lien and some were guar-
anteed by the Federal Government and some by the provinces, and the task of
cataloguing all those securities and assessing their value was almost stupendous,
and when we thought we had come to the end of the road some new mortgage
would crawl out of the pile of wood that nobody had heard of before. So the
task of finding out the exact financial structure was almost impossible because
the proprietory owners had done some queer things with references to the
finances, and those problems took nearly five years to go over and to find
out what we had.
At that time we did prepare a scheme which I and the financial officers of
the company thought sound. It was submitted to three important bankers of
international reputation and one Canadian banker and they agreed that if that
structure could be brought into existence it would be an excellent thing for
Canada as a whole; but, for one reason or another, the government of the day
was unable and could not see its way clear to bring it before parliament, and
‘at present the depressed state of business and the condition of the company’s
~ earnings and the general uncertainty with reference to the future made it diffi-
‘ :)l;lt for any banker or committee of bankers or anybody else to say what should
done. '
Mr. EuLer: The obligations of the system of course have to be paid, but
in making a valuation of the road on which your capitalization should be based
would you say anything more than the appraisal value of the whole system,
whether any other factors than that should be added?
Sir HeNry THorNTON: I think the only sound principle to proceed upon
is the funded debt of the system ought to represent the money that went into
the property for construction purposes and i1s represented by tangible assets.
How much stock we put out does not matter, but certainly no sound banker
would say that the funded debt of any institution should be more than that
which represents the tangible assets. :
Mr. McGisBoN: As far as the country is concerned, they are not running
these roads for to-morrow, but for a hundred and fifty years hence. After you
take reasonable fixed capital structure, instead of wiping the rest of the capital
away, would it not be better to leave it as common stock of the company?
- The CuHARMAN: Yes. You are entirely right and that is my feeling about
- the whole thing—the funded debt is represented by assets and the money
~ advanced by the government should be represented by stock which in, say, fifty
~ years from to-day may be paying a dividend, and whatever reasonable stock you
~ should issue against the Canadian National Railway is likely to earn a profit
~ and the country has a right to earn that money back, sometime in the future,
- if there is any way of doing it.
s Mr. Evier: You get rid of this matter of figuring up interest and adding
it to your debt. ,
Sir Hexry THorNTON: That is it. Let me give you this statement which
may be of interest; every new country must have railways for developing pur-
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poses and those railways have to be built in advance of settlement and develop-
ment, and there is a certain period in which the railway securities will be in
default until the country is settled and traffic appears. Of course, if you pro-
ceed on any other theory, no railway will be built for development purposes in
any country. What happened in the United States? After the civil war in
the United States, west of the Mississippi large number of railways were built
for development purposes and the plain fact is that since the civil war of the
United States investors of railways of that country west of the Mississippi have
lost $3,250,000,000 in attrition of capital. Some of the railways to-day that
were regarded as prosperous and recognized as fairly sound investments have
passed through sixteen different receiverships. The Santa Fe and Southern
Pacific and other railways have passed through numerous receiverships, and
every time some of the funded debt was cancelled and stock written down and
capital lost. That happened in the United States, and whatever our situation
in Canada, and however much Canada may be subject to criticism in its course
in respect to transportation, it does not present anything like as bad a picture
as the United States. When you build development railways in a new country
you bet on the future of the country, and we did that and are still betting on
the future, and it is a good bet, but don’t let us deceive ourselves that we can
build and expect a railway to pay right from the start; it cannot be done.

Mr. NicaoLsoN: The best information I have been able to get is that Class
I railways in the United States carry their capital valuation, amounts ranging
from $90 to $125,000 of their main line and branch tracks, excluding terminals,
passing tracks, ete., and that the capital valuation of the Canadian Pacifie
Railway excluding ocean and coastal steamships was $70,000 a mile. Would
it therefore be fair to place the capital valuation of the Canadian National
Railway at $60,000 per mile? I am assuming the general equipment valuation
of the Canadian National is reasonable, and I am looking for information that
the Parliament of Canada could use to put the Canadian National in a proper
capital position.

Sir HeNry THorNTON: Just offhand and drawing on my own experience of
thirty-five years, I think that is not an unreasonable amount—it might be a
little on the high side but I do not know as I could argue with you about it.

Mr. NicHoLsox: To put the figure exactly, capital of $60,000 a mile, that
is $10,000 a mile less than the C.P.R. and much less than United States railways,
and that is understood because of the difference in density of traffic, but that
would place the capital at approximately $1,400,000,000.

Sir Hexry THorNTON: That is about right. With a long term funded debt
now $1,168,565,862.63 and with a capital stock all held by the Dominion gov-
ernment, meant that it really did not matter whether the capital stock was $100,-
000,000, $200,000,000 or any other figure.

Mr. Evier: Would your $60,000 exclude the equipment?

Sir HENry TrHorNTON: That includes the value of the property as a going
concern,

Mr. NicHoLsoN: Exactly.
Sir Hexry TuorxTon: T do not think you are far out of the way. If it

came down to making a recommendation I would want to go over the figures
more carefully but just offhand I think you are close to it.

Mr. Durr: I think it is a little low.

Mr. NicroLson: Just one more question and T am through, with regard to -

the question of stock. The Canadian people already own the capital stock of

the Canadian National Railway amounting to $265,628,338.70 and it makes no

difference to the Canadian people whether the eapital stock is $100,000, or $200,-
20645—2
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000 or $300,000. When the time comes when the property can earn fixed charges
on the capital and there is a distribution to be made—
~ Sir Hexry TrHorNTON: If the government owns all the stock it makes no
difference because the government gets all out of it whether or not the interest
53 is paid. Dr. McGibbon referred to that a moment ago, and I say the funded
e debt should represent. the money that went into the property as tangible assets,
' and the capital stock represents all the money the government put into the
e property on the theory that some day when the population is 30,000,000 or
e 40,000,000 that stock will begin to pay a dividend and the people will be entitled
to return on that.
Mr. Evier: What is the use of setting a bad example and having the com-

. mon stock watered.

¥ Sir Hexry TaorNTON: If we make money after paying interest on fixed
il charges the country would get it anyway. It makes no difference whether the
18 stoek is 1 or 10,000,000 if the government gets all the dividend. But the whole
~ point is this: in many enterprises the capital stock does not represent tangible
- assets—it represents that mysterious thing known as good-will or prospects of
the future or all sorts of things. We know in business capital stock very fre-

;5 4

; e quently does not represent any tangible assets; it represents hope.
= B Mr. Heaps: Would it be possible at a future meeting to give the committee
- an approximate idea of the physieal value of the railway?

Sir Henry THorNTON: I think so; we can give you the best of our judgment,
- but it is not an easy question to answer.
5 Mr. Heaps: That is all T ean expect.

g Mr. Power: Can you give the figures you submitted to the government on

. a former occasion? :

B - Sir HeNry THorxTON: I would like to take to the Minister about that.

* ' Mr. Nicuotson: I would like to ask if the capital should represent the
e creation of some tangible asset? I believe there was too much money put into
~ that and should not be eliminated to arrive at the proper valuation.

i Sir Henry THORNTON: Yes, you will have it if it is possible to arrive at it.

B Mr. Hanson: I think if we go back to when the railways are absorbed, it
- is clearly set out.

F ,v‘;: _ Sir Hexry THorNTON: I think you and I in principle are in accord.

B - The CHAlRMAN: Before the discussion is closed, I would like to see some of

the debt the railway owes to the Dominion Government remain on the books
there, because if the debt is cancelled I see people around here, who, the moment
S the railway would eommence to pay, will be asking for reduced freight rates.
WSS Mr. Power: That is a matter of publie policy.

The CuHAlRMAN: Absolutely, and I have let the discussion go on because it
has been interesting and instructive.

Sir Hexry TuorxTON: In considering the freight rates you would have
" to take in consideration the eondition of the Canadian Pacific Railway because
~ there is a large investment in that company which the people of Canada do not
- want destroyed.
The Cuamrman: It is good that we have a railway commission to deal with
~ the rates. : ,
~ Mr. Fammwearaer: Freight revenue was affected by a decrease in revenue
~ per ton mile from 1-120 cents in 1929 to 1081 cents in 1930, or 3-5 per cent, and
~ an increase in the average haul of a ton of freight from—
Mr. Hanson: Did we finish with passenger revenue?
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Mr. FarmweaTHER: We have not got to that.
Sir Hexry THorNTON: That is down below, Mr. Hanson. v
Mr. FAIRWEATHER: —279-36 miles to 300-66 miles, or 7-6 per cent. The

average revenue per ton increased from $3.13 to $3.25, or 3-9 per cent. The

following shows the comparative decrease in freight revenue, tonnage and revenue
ton miles:— ;

ease
Amount Per cent
Freight rovenmh s i R Entian s hion covl os adin $35,944 408 18.0
Froight -LonBRe: -2 08" s ha . s 6a L60. smitedr e 13,429,622 21.0
Revenue ton miles .. .. .. 2.677,856,077 15.0

There were no important freight rate changes during the year.
Passenger Revenue

The following table indicates the decrease in passenger revenue, passengers
carried and passenger miles in 1930, as compared with 1929:—

Decrease
Amount Per cent
Pasetnger Yevenlie . .G mn aa Ve tewl B tes $5,588,508 16.9
Pasbehanrs cArriod ', .1 . tv bl e e o 4 M s 2,031,060 12.7
Passenpel MR . o i s e e s e 5o e LA NS 16.5

The average revenue per passenger decreased from $2.06 in 1929 to $1.97 in
1930, a decrease of 4-4 per cent, the average revenue per passenger per mile
decreased from 2-741 cents to 2-728 cents, or 0-5 per cent. The average haul
decreased from 75-32 miles to 72-03 miles, or 4-4 per cent.

Ezpress, Mail, Telegraph, and Miscellaneous.

Express revenue for 1930 amounted to $11,488,177, a decrease from 1929 of
$2,043,187, or 15-1 per cent. Revenue from the carriage of mails was $3,085,854
in 1930, a decrease of $73,809, or 2-3 per cent. Telegraph revenues were
$5,254,798, a decrease of $867,354, or 14-2 per cent from 1929.

Hon. Mr. EvrLer: Were these services profitable or otherwise?

Sir Hexry TrHoRNTON: Which services?

Hon. Mr. EvLEr: Express.

Sir Henry THorNTON: Yes.

Mr. Fraser: Is your express revenue affected to any extent by the carriage
of parcels by the Post Office?

Sir Henry TaorxTON: Well, of course, that has been in existence for some
time. It would not have any comparative effect, I do not believe, in comparing
1930 with 1929. If it were a new thing, which appeared in 1930, I should say
yes, it would have an important comparative effect, but seeing it has been in
operation for some time, I do not think there is so much—

Mr. Fraser: In your opinion, Sir Henry, is the parcel post rate of the Post
Office one that pays its way, or do you know?

. Sir Henry THorNTON: No, I do not know; I cannot answer that off-hand,
without making an examination. I really do not know.

Mr. Fraser: I understand it does not belong to your department, but I
thought you might have some information.

Sir Hexry TraorNTON: I do not think I can really answer that.

Hon. Mr. EvLer: Do you show a profit after making a payment on fixed
charges? Do you show a profit after making a payment on fixed charges on your
equipment, and capital expended in the express business?

Mr. Haxson: We would need a balance sheet to show that; we ought to
have a balance sheet.
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Sir Henry THorNTON: The net operating revenues from express services
in 1930 were $6,265,000, the operating ratio was 512 per cent.

Mr. Hanson: It was very profitable,

Sir Henry THorNTON: Very much so, but I should not like that idea to
become unduly prevalent.

Hon. Mr. EvLer: After paying interest on fixed charges?

Mr. Hanson: That is net.

Sir Henry THorNTON: After all charges have been paid, including—

Mr. Hanson: The fact of the matter is, it is a very highly profitable part
of the business. {

Sir HENrRY THoORNTON: After a proper adjustment has been made for inter-
est on equipment, the net profit to the residue, the net income, is about $290,000.

Mr. Haxson: Of course, you are not giving us very much information, sir.

Sir Hexry THorNTON: I would like to point out this plain fact, and be
quite frank with you, the expréss business is a very profitable business.

Mr. Hansox: You are losing your business.

Sir HeNry THorNTON: That is quite true, and as I explained it to you
vesterday, we are trying to get some of it back.

Mr. Haxson: Let me suggest this to you as a constructive suggestion, the
rates on express matter in this country are too high, and that competition you
have is going to increase because of your high rates, and that you are going to
continue to lose revenue on express by reason of the very highness of your
charges.

Sir HENry THorNTON: All I can say—

Mr. Hanson: And speaking of competition, this is a constructive sugges-
tion made in the best of good faith. ‘

Sir HeExry THorNTON: I recognize its very sincerity, and it is made for
constructive purposes. The only answer I can give to you is, that we do recog-
nize that situation and it is under examination.

Mr. Haxson: That is fair enough.

Hon. Mr. EuLer: Are these rates subject to the Board of Railway Com-
missioners?

Sir HeNry THORNTON: Yes.

Mr. Hanson: The funny part of it is, every time there is an application to
decrease your rates, the express companies, believing that offence is the best
kind of defence, ask for an increase in rates.

Hon. Mr. Evrter: Do they get them—they do not get a reduction, any way.

Mr. Haxsox: They do not get a reduction.

Sir Henry THorNTON: The whole point is—

The CratRMAN: It is an interesting and consoling thing to know that the
railway companies are taking the express matter seriously under their con-
sideration.

Mr. Hanson: That is as far as T want to go.

The CHARMAN: I can say this in respect to passenger rates and passenger
traffic, in my district the company is operating an electric road there, and they
allow busses to come in and beat them out of two or three of the very best
districts, and then they have to go back and buy out these bus companies.

Mr. McGisson: They are doing that all over.

The CuarMmAaN: They may be doing that in other districts. That is what
happened to us. The suggestion Mr. Hanson makes may save them something
in another way.
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Sir HeENry THORNTON: Maybe.
Mr. Hanson: I do not wish to follow it any further.

Sir Hexry THornToN: I think you are quite right, and I appreciate the
suggestion. _

Mr. Kexxeoy: Do you think you,are getting fair treatment in connection
with the carriagé of mails throughout Canada?

Sir Hexry THorxTON: Well, of course, I suppose, strietly speaking, no

railway would regard fair treatment in anything unless they got 100 per cent

of the buginess available.

Mr. Haxso~N: You mean, as between the different railways?

Sir HENRY THORNTON: Broadly speaking, the government divides the busi-
ness between the two companies on a judicial basig, and it is practically a 50-50
split. The Canadian Pacific Railway get a revenue of about $326,000 a year
more than we get, but it is practically a fifty per cent division. We have no

complaint to make about that although we will always strive, just as the Can-
adian Pacific will strive, to get as much as we can.

Mr. Hanxson: I think the question was directed to the question of rates.

It is a matter of negotiation between the government and the company, I under-

stand.

Sir Hexry TrHorNTON: It is not very much of negotiation. I think the
government usually says what it is going to pay and that is the end of it. I
am bound to say the government has always been reasonable.

Mr. Haxsox: The reason I asked you is this; in my community I have
occasion to transmit a good deal of correspondence to Edmundston, the mails
have always gone on the Canadian Pacific Railway. 1 mail a letter to-day, and
it is picked up the next day, and I can get a reply in four days, which is most
inconvenient to business; whereas, if it went by the National line, we could

get rid of a letter to-day, it would go out to-night, get in Edmundston the next

day, and be answered that day, and back the next morning. I tried to get a ser-
vice established there. The rate that the district superintendent told me he
would have to pay if the National Railway were to get the business, seemed

to be astonishingly high to carry mail to Edmundston from Fredericton and
back.

Mr. Gray: Before we leave this—I was called from the committee for a

minute and did not hear what was going on. The drop in telegraph revenue,
is it partially due to reduction of service?

Sir Hexry THorNTON: I do not think it is so much due to that as it is to

the general reduction in general business. When business falls off, particularly

stock market operations, the telegraph business is similarly affected, and the
reduction in telegraph business is more or less in keeping with the percentage
reduction of freight and passengers, and almost everything,

Mr. Hanson: Just one question, please. With regard to the telephone
business, has the competition of the telephone over a period of years resulted in
a general decrease of telegraph revenue, or have you followed that up?

Sir Hexry TuaorNTON: [ should think there must have been a decrease,
although T have never examined it from that point of view. I have no informa-
tion about that. Have you any, Mr. Galloway?

Mr. GaLroway: Generally speaking, I should say the telegraph business

has been able to hold its own, but of late years the Bell Telephone competition B 'll

has been very keen, and is getting keener than ever.

Sir HENry THoRNTON: In view of the telephonic communication, there is a
tendency to take the telegraph business away from the railway company. We
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~ know that; the speed with which long distance calls can be put through, and
3 ~ the clmty of communication for long distance in the last three or four years,
has very materially improved.
Mr. Haxson: No doubt.
. Mr. McGisgox: In fact, a good many telegraph offices have been closed.
Mr. Haxson: That will be an increasing factor.
Sir Hengy THorNTON: Probably it will be.
Mr. Haxson: Well, now, coming back to the revenues from freight and
~ passengers. Last year, Sir Henry, you told us that you lost $12,000,000, or in
1929, on your passenger service, approximately $12,000,000; what was the oper-
E atmg loss for 1930?
N Sir HeExry THORNTON: You asked this question, Mr. Hanson; what was
- the loss on passenger service in 1930. And the answer is, $15 815,368 Now,
~_ that of course, was accentuated by the decrease in passenger traffic, because it
~ does not cost a railway any more to haul a train full of passengers than empty.
- Income on passenger travel depends almost entirely upon the degree to which
- the train ecan be filled.
i Hon. Mr. EvLer: Do you say that this loss is attributable to the fact that
R you have an unnecessary duplication of service as between the two systems?
e L Sir Henry TraorNTON: Well there was—that is true to an extent. Earlier
~ this year the Canadian Pacific Railway and ourselves embarked upon an
- examination of the whole passenger mileage situation to see to what extent we
could, without damage to either system, reduce unremunerative service, and to
~ some extent competitive service; and the two traffic departments of the respec-
tive railways examined that situation very thoroughly, and the result is that we
- reduced, or will have reduced before the year is over, at the rate oi—I would put
it this way—we have reduced our passenger mileage at the rate of approximately
~ three million passenger train miles per annum, and the Canadian Pacific made
~ a reduetion, but not so much, because their mileage was not so great.
Mr. Haxsury: Can you give us what the percentage would be to your
% tﬂt!l? -
- Sir Hexry TuornTON: I cannot give you that off the bat, but I can give
it to you to-morrow.
- Mr. Bur~nap: 12-4 per cent.
- Sir HENrRY THORNTON: 12-4 per cent, Mr. Hanbury, rail reduction.
Mr. Hanson: The C.P.R. is comparable?
Hon. Mr. EvrLer: Do you think that you have arrived at an irreducible
‘minimum?
‘ Sir Hexry TrorxToN: I think we have. You always get up against certain
~ problems when you want to take off a passenger train; naturally every com-
~munity dislikes it, no community wants to—
Hon. Mr. Evrer: I am referring to the competitive end of it.
A Sir Hexry THornTON: Yes, I think we have. For instance, we took off our
Confederation this year, and the Canadian Pacific have reduced their service.
" ! should say, broadly speaking, there is not very much waste to-day in com-
pghtive service as between the two companies.
: Mr. Hanson: Take the service from here to Montreal. What reduction has
ithe.re been .in the competitive service? The Canadian Pacific Railway ha\e
~ taken off one train, so far as I know. ;:
1 Sir Henry TuorNtON: Can you answer that, ‘Mr. Burnap?
~ Mr. Burxap: I cannot, off-hand. I can check that up. We checked up
vwh the Canadlan Pacifice, and both reduced as far as they thought could be—
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Sir Hexry THorRNTON: May I just say to the officers, that they speak
louder in order that the members and the reporter may get their remarks.
Now, did 1 answer that or not?

Mr. Hansox: I am speaking of the competitive services to Montreal and
Ottawa. So far as I can find out, there has just been one train taken off, and
that is the Canadian Pacific train to Montreal in the morning, and the train on
Saturday. You have not taken off any.

Mr. Burnar: We have taken off one train, sir.

Mr. Haxsox: What train was that?

Mr. Smarr: Number 52.

Mr. HansoN: What train is that?

Mr. Smarr: The one that left at four something in the afternoon.

Sir HExry THorNTON: We each took off a train. J: J
Hon. Mr. Evier: How many trains are there between Ottawa and " i
Montreal? & ,_} ;1
Sir HENRY THoOrRNTON: I cannot give you that off-hand. o
The CHamrMAN: Yesterday a gentleman came to see me from Montreal,

and he told me that there were only three passengers on the chair car that he :,;
came on. That does not look like a very profitable proceeding. Mol

Mr. BurNAP: As a matter of fact, at the present time we have three local
trains between Montreal and Ottawa, and one through train, that is, the =
Montreal to Vaneouver train that runs over the same track.

Mr. HansoN: Four each way.

Mr. Bur~xar: Four each way.

Mr. Hansox: How many on the Canadian Pacific Railway?

Mr. Burnap: 1 think they have seven.

Sir Hexry THORNTON: May we go on, Mr. Chairman?

Mr. FairweaTHER: Railway operating expenses— . s B &

Mr. McGiBBox: May I ask a question there, Sir Henry. Looking at your - =
report, I see your operating expenses have decreased about $26,000,000, and
loooking at the details over here, I find there is a difference in maintenance of
eight and a half millions, maintenance, equipment, six and a half millions, and so
on. The point I want to make is this; is most of this practically automatie.
For instance, if you do not run a train you do not burn coal, you do not use
oil, you do not pay wages, and your equipment is not worn out to the same
extent.

Sir Hexry THorNTON: Undoubtedly a percentage is automatic. It isvery
difficult for anyone to say just what the effect of competition on any traffic is,
in percentage. : )

Mr. McGseox: Going over it, it struck me that about twenty millions out
of that twenty-six millions were automatic. .

Sir HeENry TuorNTON: 1 should think a certain amount of that was
automatie. I can only say in answer to that, this, as I undertook to explain
at the previous meetings, we ration our xepenses so far as they are controllable,
month by month. T think I explained to you that there was a meeting of each
region about, the 25th of each month, and at that meeting, all spending depart-
ments are represented, with the general manager of the region as chairman of
the meeting. An estimate is made of the probable gross revenue of that region
for the following month, and having regard to the probable gross revenue, and
effort is made to allocate the expenses to those different primary accounts, with
regard to that gross revenue. Transportation expenses are to a considerable
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extent uncontrollable. That is, there are certain expenditures from which there
can be no escape. For example, if a station is open, you must have a station
agent; if business is good, you may have two or three clerks, but if business is
bad, you naturally reduce the statien force, but you cannot get below the agent.
To a certain extent, the same thing is likewise applicable to your maintenance
work. You cannot reduce the section gang, vou must always have a section
foreman, and enough men to maintain the safety of traffic, and take care of
emergencies. You must, for instance, have enough men in a section gang, if a
broken rail is found, to be able to renew that rail and replace it. So that, you
get to a certain irreducible minimum. At these monthly meeetings, an effort is
made by the officers thiemselves in charge of their respeetive departments to
redwce their expenses, having due regard to the maintenance of the property and
safety of service, to keep those expenses at a minimum. Each year we are find-
ing newer avenues for economies, for economical reduction of expenses. That is
going on continuously.

Mg. McGrsox: What I had in mind, Sir Henry, was this. Outside of this
automatic decrease in business, there was not very much of a decrease, probably
about six millions dollars throughout the whole system.

Sik Hexry THorNTON: I do not know whether we can get it or not. Mr.
Fairweather is the Director of the Bureau of Economics, and one of his fune-
tions is to study those statistics, and keep in touch with them, may be able to
give you some information on that. Perhaps he can give him a better state-
ment on this point than I can myself, although T am in touch with it. At the
same time, it 1s quite impossible for me to keep in my mind all of the innumer-
able number of things and figures which develop on the railway. Perhaps, Mr.
Fairweather, vou can make a statement which would throw some light upon
the situation.

Mg. Fairwearuer: Well, I may say to that, the analysis of operations of a
railway company, for the purpose of telling whether or not the management has
efficiently operated that property is, of course, a highly technical problem. It
involves a close study of the detail of the accounts representing the expenditures
made, and what was obtained for that expenditure. It is a subject which has
engaged the attention of technicians in railway matters now for some ten years,
and it is basicly dependent upon the conception of the railway as a manufactur-
ing concern; that is, that the railway is producing transportation. Just as in
the case of any other manufacturing concern the expenses will be found, upon
analysis, divisible into those which are independent of use, and those which are
dependent upon use, and the determination of the basic principles underlying
that division is a long and complicated study. I may say that at the present
time the American Railway Engineering Association has a committee that is
charged with carrying on that work, and I happen to be a member of that com-
mittee. We in the Canadian National Railway have been analyzing our ac-
counts year by year in accordance with a formula representing the best known
accounting practices, with regard to railways. I may say here that without ex-
ception, the inherent efficiency of the management of the Canadian National
Railway has increased each year from 1923 on. There has not been a year in
which there has been a retrograde step in the inherent index of management
efficiency. That is true, although it may seem strange, even in the year 1930,
in the face of the depression, the inherent index of management efficiency went
up. The reason that the Canadian National Railway, in common with all rail-
ways, suffered such a drop in their net revenue, was not due to inefficient man-
agement, it was simply due to the fact that the operating expenses of a railway
—1I will speak roughly——are divisible 33 per cent or 35 per cent fixed, and about
65 per cent controllable.

Mgz. Haxsury: Without interest on capital?
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Me. FamwearHer: Purely operating account, and, of course, these percent-
ages are charged on every individual account, and the percentages adopted for
each individual account have been determined by the concensus of opinion of
the best technicians of the United States railways and ourselves.

Mg. McGsson: [ am afraid you did not ges my point. Out of this $26,-
000,000 decrease in operating expenses, it seems to me that about $20,000,000
of it is automatic, and not very much more than $6,000,000 of a decrease other-
wige in the whole system.

Mr. FameweaTHER: Well, sir, in answer to that, I might say I would ask
for a definition of what you mean by “automatic”.

Me. MoGieeox: I am just taking your statement. For instance, mainten-
ance of way, there is a drop there of $8,600,000, perhaps no doubt due to the
decreased traffic.

Mz. FamweaTHER: But the management had to step in and make that de-
crease, the management had to see to it that those materials were not applied,
the management had to see that the staff was reduced when the traffic-fell off,
and it is in the application of the management that you get this apparent auto-
matie reduetion.

Mr. McGieeox: Well, in part.

Mz. Haxsox: Mr. MeGibbon is saying that the $20,000,000 decrease is due

to the falling off in traffic, and that there has not been a decrease in the other
elements.

- Mg. FarwearHer: There has, sir, there has been an increase in the effi-
eiency of operation.

Mr. Haxsury: How does the ratio compare with other years?

Sik Hexry TrorxTON: I think this whole question may be a little pro-
longed, but it is perhaps interesting. Mr. Fairweather, whose functions are the
study of all things of that sort, can give you a better statement of the whole
situation than I ean. Will vou just go ahead now, Mr. Fairweather.

Mg. FamweatrHer: Well, continuing in the general discussion, not only do
we compare the operating efficiency of our own railway with ourselves in dif-
ferent periods to see whether we are doing better or doing worse, but we also
compgre our operating efficiency with other railways to see whether we are keep-
ing pace with those other railways, and as I say, these analyses are technical,
but when you do make an adjustment: for the main factors, and analyze the com-
parison, that is, the density of traffic which affects the division of the expenses
as between overhead and those expenses which are the direct expenses proper-
tioned to traffie, I say when you make that comparison, and compare the abso-
lute operating efficiency index of the Canadian National Railways with other
railways, you find this, that as compared with Class I railways of the United

States our absolute index of operating efficiency stands four per cent higher than
that of the United States roads. v e o

Sir Hexry ToornToN: Have you figures to support that statement?

Mr. Farweatner: Well, I have here, elass 1 roads of the United States
have a density measured in traffic units 2-07 times as great as that of the
Canadian National. Their apparent efficiency of operation if adjusted to the
difference in traffic density, would indicate that they were operating 20 per
cent more efficiently than the Canadian National, but when you adjust that

index to traffic density, you find that the Canadian National Railways are
operating slightly more efficiently than the average class 1 road.

Sir Hexry THorNTON: May I just interrupt Mr. Fairweather to say that S

you must keep in mind, in the examination of statistical information, f
to any railway, particularly the matter of expenses, that it is based largely on
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the foundation of traffic density. That is to say, the greater the traffic density
automatically the more efficient the operation becomes, and applying that to
our railway, we have a very low traffic density, -because our railway is a
development railway, it was built in advance of settlement, and for the purpose
of attracting and developing settlement, so that in any comparison that is
made, you must_fake into consideration traffic density. Take for instance the
London & Northeastern Railway in England. That railway has a main line mile-
age of approximately 6,000 miles. The mileage of the Canadian National Rail-
way is something like 22,000 miles. The gross revenues of the two companies
are precisely the same, or nearly the same, In other words, on one railway
you have the same gross revenue concentrated in 6,000 miles, and on the other
railway, you have the same gross revenue distributed over 22,000 miles, or
more than three times the mileage; so that you will easily see that one of the
large faetors which enters into the consideration of any railway problem is, what
is the traflic density on that particular railway? and allowance has always
to be made for it.
Mr.FamrweaTHer: To further illustrate the point—

I would further illustrate the point by taking the general account of main-
tenance of way and structure. There you find that Class 1 roads are appar-
ently 30 per cent better than the Canadian National Railway. When you
correct for the traflic density, you find the Canadian National Railway is just
as efficient, the reason being about two-thirds of the maintenance of way and
structure expenses are independent of traffic, and on a light traffic line your unit
cost of maintenance of way and structuure must of necessity be high in spite
of efficient management.

Take transportation account which is an important item, that is affected,
but to a lesser degree by the density of traffic. When you give us the advan-
tage of having more tonnage to move you find we are operating ten per cent
better on transportation than Class 1 roads,

Mr. McGisox: On page 7, take the employees compensation, 1930 and
1929 the decrcase in maintenance of way and structures is three and a half
millions and in maintenance of equipment a decrease of two and a half million—
and transportation seven million. Those are practically all automatic deereases,
. are they not?

Sir HExry THoRNTON: In a sense, yes, although here is where the manage-
ment intervenes. 1 do not mean to say this management, but T am speaking
about railways in general. For instance, you have a falling off in traffic.
Now, the management has got to say from its experience the standard of main-
tenance which the character of trafic demands on different parts of the rail-
way system. For example, the standard of maintenance necessarily between
Montreal and Toronto would be a much higher standard than that which might
be necessary on some of the western lines and the management has to draw on
its business management to say, having regard for the ecircumstances which
surround each individual part of the railway what that standard must be, and
unless that intervention is made and unless the management exercises its intel-
ligence in respect to things of that kind, then no reduction becomes possible, or

~ you might find yourself in the position of maintaining one line at a higher

~ standard of maintenance than the condition of traffic demands.

It is quite true what Mr. McGibbon has said that a large proportion of
reduction of expenses is automatic, but unless the management takes advantage
and directs and guides the distribution of expenses, besides the character of
maintenance and a great many problems, no saving will be made.

Mr. Hanson: I think we agree in theory on that, but that is not the prae-
tice, let us get down to brass tacks, On page 4 you show a decrease on railway
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operating revenue of something over $46,000,000, and on page 6 at the foot, you
show only a decrease of $26,000,000.

Sir Hexry THorNTON: Yes, that is right—there is a difference.

Mr. Hanson: They have not kept pace one with the other, and Dr.
MeGibbon suggests of the $26,000,000, $20,000,000 is automatic, leaving $6,000,-
000 for all the other things. In view of the alarming situation I do not want
to lay too much stress on it, but T am alarmed and a great many members are
alarmed, at the situation and we should not be classed as enemies of the road
because we are alarmed, but how are we to meet the situation? And are we
meeting losses in revenue and decreases in revenue by a corresponding decrease
in railway operating expenses—I fear we are not.

Sir HExry THorxTON: In answer to that T may say the management shares
your alarm and entirely shares your anxiety, and certainly the object of the
railway and administration is to present as large an amount of net earnings
as possible. There can be no other object, because to pursue any other course
would be simply stupid. Every day and every week the vice presidents and
myself are meeting to see what new methods of real economy can be introduced
snd in developing those methods and bringing them into effect we must neces-
sarily draw on such technical experience as we have. We must, for instance,
decide how far road maintenance may go without acecumulating a bill for
deferred maintenance which might be in the last analysis much more expensive.

" Mr. McGsBox: Or impair efficiency?

Sir Hexry THorNTON: Yes. We must have certain character and frequeney
of service to the best of our ability and decide the degree to which the frequency
of service can be reduced, without retarding the development of the commun-
ities we serve. In our transportation expenses, in administering those we have
to see to what extent we can consolidate divisions and general superintendents
and to what extent eliminate our movement of trains and all the other thou-
sand and one things that enter into the operation of a railway. And all I can
say is the vice presidents and myself are thoroughly seized of the seriousness
of this situation and do everything which our intelligence tells us to do towards
reducing expenses. We want in your own interest, if for no other purpose to
make the net earnings as big as possible because the bigger they are the better
for the country. We have no interest as an executor in maintaining a higher
order of efficiency which is not justified. We would not last five minutes were
we to do so, and please remember that the railway business is a profession—it
has its ethies and principles. The reputation of a railway officer is exactly like
the reputation of a lawyer or doctor. If he has a good reputation he will sue-
ceed, and if he forfeits that reputation he will not. So looking at it from a
selfish point of view the officers—and I venture to include myself—have no
other object than to try to operate the railway as economically and intelligently
as our experience will enable us to do.

Mr. Hanson: I welcome that declaration. As far as I am concerned I am
not going to pursue the question any further. Sir Henry Thornton says he is
seized of the situation and we must leave the thing for you, Sir Henry, to work
out and we rely on your methods.

Sir Hexry THorxTON: There are very few nights I do not take a bundle
of reports and worry over them until morning and wonder how the devil ean
we save more money. And I have spent a good many sleepless nights, and Mr.
Hungerford has also, to try to find a way to reduce expenses. Remember we
have a personal pride in this railway system—we have built up a certain repu-
tation, and I think we have earned a certain confidence in the public mind and
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we do not want to forfeit that confidence. We do not want to make a mistake

"m more than a doetor at an operation. We want to say to the people of Can-
a we have done the best we could and to say to them if they can show any

better way, we want your advice.

- Mr. Haxsox: As a layman we could not be expected to do that, but having

“had the principle accepted, I say it is up to you to carry it out and the people

- of Canada are expecting you to respond, individually and collectively.

~ Sir Hexry THorNTON: That is a fair statement and we welcome that state-

.mlnt and will do our level best.

The Comlmttee adjoumed until Tuesday, June 16, at 11 o’clock.
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MINUTES OF PROCEEDINGS

Tuespay, 16th June, 1931.

The Select Standing Committee on Railways and Shipping owned, operated
and controlled by the Government, met at 11 am. Hon. Mr. Chaplin, the
Chairman, presided. ‘

Members present: Messrs. Bell (St. Antoine), Bothwell, Cantley, Chaplin,
Euler, Fiset (Sir Eugene), Fraser (Cariboo), Gray, Hanson ( York-Sunbw.‘y),
Heaps, Kennedy (Peace River), McGibbon, MacMillan (Saskatoon), Manion,
Rogers, Stewart (Lethbridge).

Sir Henry Thornton supplied answers to questions asked at the last meet-

ing respecting:—

(1) Amount of grain shipped through Port of Vancouver, 1930.

(2) Balance struck between Canadian grain moving for export through
American ports and American grain moving for export through Cana-
dian ports.

(3) American grain moved through Canadian ports.

Sir Henry Thornton made a statement respecting salaries paid to officials
of the Canadian National Railways. A protracted discussion followed.

On motion of Mr. Heaps,—

Resolved,—That the question of salaries and emoluments received by the
officials of the Canadian National Railway system be referred to a sub-
committee of five for consideration and report.

The Chairman named the sub-committee, viz., Messrs. Euler, Heaps,
McGibbon, Hanson and Rogers.

A copy of each of the undernoted documents was distributed to every
members of the Committee, viz:

1. Canadian National Railways Operating Budget. Minutes of Regional
and Departmental Budget Meetings. March 1931.

2. Canadian National Railways Operating Budget. Headquarters System'

Control. March 1931,
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3. Canadian National Railways Analysis of Operating Results. April, 1931. g ;

4. Canadian National Railways Operating Statistics Report No. 1. April.
Train Mileage.

5. Canadian National Railways. Estimated Financial Requirements 1931.

6. Canadian National Railways (excluding Grand Trunk Western Railway

and Central Vermont Railway) 1930 Estimated Financial Require- £

ments Compared with Actual Requirements Summary.

Sir Henry Thornton addressed the Committee briefly in explanation of !

the contents of documents Nos. 1 and 2, as listed above.

11 am,
JOHN T. DUN,

Clerk of the Commitios i

2973213

The Committee adjourned until to-morrow, Wednesday, 17th June, at R







MINUTES OF EVIDENCE

House or Commons, Room 231,
Tuespay, June 16, 1931.

The Select Standing Committee on Railways and Shipping met at 11.00
a.m., Hon. Mr. Chaplin presided.

Mr. Haxson: Mr. Chairman, in the discussion the other day with relation
to the purchase of the Canadian Northern Railway stock, everybody of course
knows that $10,000,000 was paid for the stock, and it is carried to the capital
structure at $100,000,000. Those of us who were not in parliament in 1918
when that happened would like to have a statement as to just how that was
done in that way.

Hon. Mr. Maxiton: That $100,000,000 worth of stock was put to a Board
of Arbitration, and the Board of Arbitration said it was worth $10,800,000. The
government paid $10,000,000, so that while it is carried at $100,000,000 in the
Railway Balance sheet it really cost the government of Canada $10,000,000, and
that is part of the proposal in regard to refinancing, for example, that $90,000,000
should be written off. I read the report of the meeting the other day, and Sir
Henry was not quite right when he said it had been written up, nor was the
other party right who said it was written down. As a matter of fact, it was
£100,000,000 for which the government of Canada paid $10,000,000.

Mr. Hanxson: It is capital stock of a par value of $100,000,000, and it is
carried into the capital structure at the issued par value.

Hon. Mr. Max~1oN: Yes, although the government only paid $10,00,000.

Sir HENry THorRNTON: I was a little careless in making the statement, I
did not want to make a wrong impression. ;

There were certain questions asked at the last meeting which I take it
you would like answered first.

Mr. Hanbury asked as to the amount of grain shipped through the port
of Vancouver for the year 1930. The answer is 64,296,404 bushels.

Mr. Heaps asked what kind of balance is struck between Canadian grain
that moves for export through American ports and American grain that moves
for export through Canadian ports, The answer is as follows—and this is,
incidentally, for the year 1930 which was an abnormal year, a peculiar year,
- and certain allowances must always be made for the exigencies which surround
the year under discussion; but the answer for 1930 is this:—

. hCIanadian grain moved through American ports during 1930, 72,277,730
ushels.
Total Canadian grain exported during 1930, 216,670,052 bushels.
Percentage through American ports to total, 33.3 per cent.

bushels.

Total American grain exported during 1930, 125,065,944 bushels.
Percentage through American ports to total, 15-4 per cent.

I gave a figure at the last meeting which I think would have indicated a

good deal higher percentage, or a larger volume of American grain through

Canadian ports than this figure here. This is for the calendar year. The figure

I gave you was for the crop year, and T am not so sure but that the crop year
is the better yardstick by which to measure it. - -

95

American grain moved through Canadian ports during 1930, 19,282,109 &
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Mr. Hmi;s: That is for one year which you claim is an abnormal year.
Would it not be better to have something over a period of years, say four or
five years?

Sir Henry TuornTON: I think it would. I doubt, as a matter of fact,
that that really gives you very much in the way of information. We know
what you want. What you want to find out is on the average how much
American grain goes through Canadian ports and how much Canadian grain
goes through American ports taken over a period of years, and if you will let
that stand we can have that by the next committee meeting and, I think, give
you a more comprehensive statement.

Mr. Hanson asked a question in regard to American grain which moves
through Canadian ports, how much of it was moved by Canadian railways, or
in what way, if at all, did the Canadian railways profit by that movement.
This again, Mr. Hanson, is a calendar year, and a very abnormal year. The
answer, is: Of the American grain which moved through the Canadian ports
the Canadian National Railway handled 2,468,347 bushels; but that again is
a figure that is distorted by the abnormalities of the year under consideration.

Mr. Chairman and gentlemen, at one of the previous meetings of this com-
mittee certain questions were addressed to me with respect to my own salary
and the conditions under which my employment exists with respect to the Cana-
dian National Railway system, and there was also a reference to the salaries of
other officers. I would like to make a brief statement with respect to the
whole situation.

The salary which I am paid personally, and the allowances which are
made to me on account of what is regarded to be necessitous obligations of my
position, were determined by an arrangement with the Board of Directors of
the Canadian National Railways, and approved by that board late in 1929.
The salary is a contractual obligation existing between myself and the gov-
ernment of Canada. The additional allowances received the approval of the
Board, and were regarded as those allowances which were essential for the
carrying out of my responsibilities. All of those salaries and allowances were
duly approved by the Board of Directors, and that part of the allowances which
are not a contractual obligation between myself and the government of Canada
were within the knowledge of the late government and had the approval of
that government.

Since the officers of the Canadian National Railways and myself have
- been associated in the administration of this property, we have endeavoured
to carry out our responsibilities with fidelity and with honesty and, we hope,
with intelligence. The results speak for themselves, and each member of this
committee can draw his own conclusions.

With respect to the rate of pay which I received, and the other allowances,
I can only say that they are in keeping with what is generally paid for such
services on the North American continent, and in some instances, are materially
less. There has been no deviation, or alteration or change of any sort in my
salary, my allowances, or my condition of services $ince 1929, or when the last
arrangement was concluded with the Board of Directors of the Canadian
National Railways and the government of Canada. The present situation is
just what it was at that time.

I have nothing more to say upon the subject, because I feel that any
further action which should be taken should be left to this committee. I can
only give you the statement as to how my terms of service were arranged,
and give you the assurance that it was approved by the Board of Directors,
was within the knowledge and approval of the late government, that there has
been no alteration since that time, and that it is in accord with the general

~ rate of pay for such services elsewhere.
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With that statement, gentlemen, I leave the matter in the hands of the
committee to decide what action you wish to take,

Mr. Bern (St. Antoine): May I ask you this question, Sir Henry: has °

your salary and the salaries of the other officers been brought to the attention
of the new Board of Directors?

Sir Hexry THorNTON: I do not think they have been specifically brought
to the attention of the present board. The salaries of officers are generally
supposed to be tacitly contractual obligations unless there is thought to be some
reason for change on the part of the individual who is the superior of the
officer in question, or the Board of Directors itself. There has never been a
specific discussion of officers salaries in general with the present Board of
Directors. And I might say, as I have said before, that all of these salaries
are matters of Board action and must have the approval of the Board. The
officers of the railway company may alter salaries less than $9,000 per annum..
Over that any alteration in salary must be submitted to the Board ‘of Directors,
and cannot be effective until it has the approval of the Board of Directors.
So that practically speaking, in fact definitely speaking, all salaries are subjeet,
first, to the approval of the Board of Directors, and they remain as fixed
by the Board until altered by the Board.

Mr. Heaps: How often does the Board meet?

Sir HeNry THorNTON: Onee a month. There is an executive committee
which meets usually once a week. At rare intervals sometimes when there is
not much business an exeeutive committee will be passed; but for all intents
and purposes you can say that the executive committee meets once a week.
That executive committee has all of the power of the Board. That is to say,
that the executive committee takes action with respect to a certain matter
and, in the judgment of the executive committee, the matter is urgent, it is so
marked and then by the by-laws of the company it becomes the action of the
Board. The minutes of the executive committee are sent to each member of
the Board to examine them, and sometimes there is a discussion at the next
meeting of the Board.

Mr. Heaps: How is this executive committee appointed?

Sir HeNnry THorNTON: It was really appointed by informal consultation
between myself and the members of the Board and, of course, the Minister

of Railways as representing the proprietor. 1 can tell you who the members
of the executive committee are.

Mr. Haxson: I suppose it is set up by by-law.

Sir HExry THorNTON: Oh, yes, it is set up by by-law. Technically it is
appointed by the Chairman, but practically speaking it is the result of just a
general informal discussion to find out just what is the most appropriate
thing to do. At the moment, it consists of Mr. Labell, our director in Montreal,
Mr. Morrow, our director from Toronto, Mr. Boyce, Mr. Moore, Mr, Smart,
representing the government, as deputy minister, and Mr. Morrow, our director
from Quebee, and myself, together with Mr. Ruel, the legal Vice-President.

Mr. McGissox: Sir Henry, I brought this matter up, and T wish to predi-
cate my remarks with this statement: I do not intend to say what you or any
of your officers are worth. You may be worth a great deal more than you are
getting. T do think, however, that whatever it is it should be specified in the
contract with the government. That contract is for $75,000 plus a reasonable
amount for expenses,

Now, if nobody else will tell you I am going to take the liberty of saying
that the popular opinion is you are drawing over $150,000.

Sir Henry THorNTON: I wish it were true,
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Mr. McGreson: Well, I am just telling you what the public at large are
talking about, and that you are living in a house for which you are chargin
$20,000 a year, in addition to your salary, and that public money is being pai
out, at least railway money on behalf of yourself and directors, all of which
should come out of their own private pockets; that is rank extravagance in
the way of salaries all the way down from the top to the bottom, and that men
are being retired at ridiculous retiring allowances, and that previous to their
retirement their salaries had been boosted so that they could retire at around
$£8.000 or $10,000 a vear.

I am not going to take the time here to go into all the things. I have put
a number of questions on paper there which will bring out the information that
I am seeking, but I think it is in the interests of the public that they should be

-answered, because they are talking about it every place, in other words, that the

National Railways is a fertile field for graft, to use a common expression. I
am not saying these things are true, but it is being said all over the country,
and T do say it is in the interests of the National Railways and it is in the
interest of the public to have this matter cleared up. 1 do not for a minute
say this is true, but I have heard it said that your personal expense account
has run over $100,000 a year. Personally I do not believe that. I do not mind
telling you that the public are saying that.

We cannot conduct an enterprise of this kind under suspicion. I think I
am safe in saying that, and I think if a frank statement were made to the
committee it would be in the best interests of all concerned. We all recognize
that the job is a big job and we are not antagonistic to the success of the

- National Railways. It is twelve years since we took the railways over, and I

know something of the controversy that took place at that time in regard to
keeping the railway. As I stated here before negotiations were entered into at
that time to sell the stock of the Canadian Northern to the C.P.R. That was
stopped by the government of the day, and being interested as we all are in
the welfare of the National Railways, and in the interests of the good name of
the government, and in the country at large, a frank statement should be made,
and those questions that are on the order paper should be answered. They can
be answered confidentially as far as I am concerned; but the statement should
be a clear one. Everybody seems to be afraid to say anything about it, but
I have taken the liberty, in your presence, sir, to say those things. I have
nothing against you or against any of the Board of Directors or the railways;
but we are interested in this company, and we are interested in its success,

Sir Hexry THORNTON: I might say if you will permit me, Mr. Chairman,
just this one thing: the officers of this company and myself have only one form
of capital, and that is our reputations as railway officers. I venture the state-
ment that none of us are rich men. Not very often are faithful officers of a
railway office men of opulence. The only thing that we have to sell is our
skill and our intelligence, whatever it may be, and our reputations. Certainly
in the maintenance of those reputations, and in the maintenance of our repu-
tations in the professional world, we would have no desire to pursue a course
which could only be a stupid course, that is, the course of dealing with salaries
of officers and subordinates in any other fashion than that which sound business
judgment and a recognition of service and ability would indicate.

The whole question, as I have tried to explain to the committee, was one
which rests in the hands of the directors. The Board of Directors represents
intelligent business men. There are many operations of a railway which must
be left to a Board of Directors, and this is one of the things that has been so
regarded in the past.

Hon. Mr., EvLer: Mr. Chairman, perhaps it is unfortunate that a debate
of this particular form should go on. Dr. McGibbon and 1 are very good
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friends, at least I think we are, and I for one regret that we should use a phase
such as “a fertile field for graft.” I have heard a few little more or less
unimportant rumours, that possibly some of the executives are being paid higher
salaries than should be paid. I have never at any time heard anybody say that
the conduct of the National Railways provides a fertile field for graft, and
I for one do not think that that is the general sentiment throughout the country,
and I think that I should say that. It is a statement that if—

Mr. McGiseoN: If those questions are answered it will clear the air.

Hon. Mr. Evrer: That is not so. It can only do one thing and that is to
hurt the National Railways. I said the other day in the House that I had
absolutely no defence to make if it can be proven that there is gross extrava-
gance in the management of the railways. It has, so far, not been proven, and
surely it cannot be for the benefit of the public to make statements which will
destroy confidence in the officers of the company. 1 really think that that
particular expression in itself ought to be withdrawn. It can only do harm and
I do not believe it is true.

Mr. McGiBox: Mr. Chairman, I do not mind withdrawing it. I think
I made myself pretty plain. I am only repeating what everybody is saying.
I asked the question a while ago that the railway company or the executive
refused to answer, I think unwisely. That has done more to create suspicion
throughout the country than anything else, because if the answers were not in
accord with the agreements with the government all they had to do was to say
s0o. When they refused to say so the public were justified in assuming that there
were agreements with regard to salaries which were not being lived up to.

Sir Hexry TrorxTON: If you will pardon me interrupting, I simply stated
at that time that the Minister was away.

Mr. McGiseon: No the Minister was here, Sir Henry.

Sir HExry THorNTON: My recollection is that this question came up when
the Minister was gone, and it was the decision of the committee that the matter
should rest until the Minister returned. That is my recollection.

Mr. McGisBon: 1 know exactly what I am talking about, and it is not

right. Those questions were asked on the order paper and they were delivered
by the Minister himself in the House.

The CaamrMAN: Just one at a time, please. Let me make this explanation
and it will probably clear the air. The matter came up here and 1 made my
decision respecting it when the Minister was not here. Previous to that time

}he Minister had those questions in the House. Now, that is where we started
rom.

Mr. HaxsoN: And it was decided to let the matter stand until he returned.

The CHarMAN: Some member of the committee said “ your decision is
contrary to the Minister’s decision. The Minister gave a decision in the House
and you give a different decision here .- Now, the Minister is here and he can
make whatever decision he likes, As far as I am concerned I am the Chairman
of this meeting, and I want you to understand that I am your servant. I am
in the committee as you want me to do. y ,

Mr. Haxson: Sir Henry said that these answers were given in the absence
of the Minister. In the first instance they were given by the Minister himself.
He delivered the answers to the House himself.

Sir Hexry THorNTON: My recollection was that the matter was discussed
when the Minister was not here and there was a suggestion made that the matter
should stand over till the Minister returned. My own feeling was that I did
not care to take any definite action one way or the other in the matter till the
Minister did return. I think that was all 1 said.
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Mr. Beru: 1 am only expressing my own personal views in this matter;
but when I asked Sir Henry with regard to this question, if it had been brought
to the attention of the new Board of Directors I had a certain specific reason
in view for so doing. Certainly if we have a responsible government, and the
new directors are appointed, or have been appointed as we know they have
been since this new government came into power, I should think that the Board
of Directors of the Canadian National Railways in matters of this kind should
be apprized of those questions that are in controversy at the present time first.
And I would make a motion, if you consider it in order, Mr. Chairman, that
the questions as submitted by Dr. McGibbon, and also the questions regarding
the officers of the company which have been referred to in this committee,
should be submitted to the Board of Directors of the Canadian National Rail-
ways, and a copy of those minutes be submitted to the Minister of Railways,
then if in their judgment this information should be submitted to this com-
mittee, why, then, that course should be followed. -

The Cuamrman: Before the motion is put, you all understand how this
matter came about. I have made a ruling. Now, the first thing, in my judg-
ment, that you must do is to get rid of that ruling. That is my opinion about
the matter. Do not sidestep it by another motion that does not get us anywhere.
The point is this: I have made a ruling, and if the ruling does not suit you then
rescind it. It is your meeting not mine.

Mr. Heaps: Will you kindly explain what that ruling is.

Mr. Gray: I raised the question then, Mr. Chairman, Mr. Pouliot had asked
some questions, and they had been referred as an order for return to the Minister,
and had not been answered. Mr."Pouliot came into this committee, and I think
the committee decided that having been placed before parliament therefore this
committee should not deal with those questions. I raised the point then that
Dr. MceGibbon's questions—and Mr. Euler immediately followed me—had been
before parliament and, while through the Minister they would not be answered
we contended that, therefore, parliament had answered them, and that Dr.
McGibbon's questions were exactly in the same position as Mr. Pouliot’s if Mr.
Pouliot’s were not to be answered, that Dr. McGibbon's should not be answered
while Mr. Pouliot’s still were an the order paper. Dr. McGibbon's had been
answered by the Minister and, therefore, we were subservient to parliament. I
think then Mr. Heaps or Mr. Hanson raised the question, that having been before
the Minister we should leave the matter in abeyance until the Minister returned.

I still contend that they are in the same relative situation as Mr. Pouliot’s,
that they have been before parliament and parliament has stated the situation.

The CuarrMaN: I have no objection to the way Mr. Gray puts the matter
before the committee. The stand I took was that Mr. Pouliot’s questions and
that Dr. McGibbon’s questions were not on all fours, that Mr. Pouliot’s questions
“had been actually answered or were in the way of being answered by parliament
itself, and that the questions of Dr. MeGibbon had not been answered at all,
and it had been represented during the absence of the Minister that the Minister
had answered them, whereas as a matter of fact all the Minister had done was
to submit the questions to the Board, and the answer came back from the
Board that to answer them was not in the public interest: That was the position
you took as far as the Minister was concerned, and he was not here. I simply
made the ruling that in respect of those questions that had reference to current
business of the company they would not be answered; but any questions that
had reference to the previous year’s business would be answered, and in that
catagory came the question of salaries, and I intimated to the committee that
inasmuch as the President had an agreement with Parliament in which has
salary was well known to everyone, it appeared to me to be reasonable that
any information respecting the salaries of the under officials should be forth-
coming.
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That is the position I took. I made the ruling based upon that, and I just
simply say this, that if that ruling does not suit the meeting you know how to
change it. ;

Hon. Mr. Evier: May I say that no one has suggested disobeying a
ruling of the Chairman. The questions, I take it, were submitted by Dr.
McGibbon. Now, a suggestion has been made by Mr. Bell that the questions
be submitted to the Board of Directors of the Railways. Perhaps Dr.
MeGibbon is quite content with that solution.

Mr. McGmsBoN: 1 am not.

Hon. Mr. EvLer: Well, that is pretty definite. I was just going to say
this further: While there may have been some—I might use the word—
suspicion as to the former board that was appointed by the late government
of which I happened to be a member, I have nothing to say with regard to
that; but you have now an entirely newly constituted Board in which I would
expect the present government at least to have some confidence, and if they
have that confidence why should not those questions be submitted to them.
The President has already told us that the question of all these salaries of
higher officers must be passed upon by the Board. That clearly indicates they
surely are entirely responsible for the whole scale of salaries, and if there is
any suspicion that the salaries are too high surely this is a question which,
suspicion, if you like, should very fairly be presented to that Board of Directors
for consideration. It seems to me that is a very fair suggestion.

Sir EvekEne Fiser: Sir Henry has made the statement here that his own
salary has been fixed by order in council plus certain emoluments. He has
also stated that he was given certain other allowances which received the
approval of the Board of Directors of the Canadian National Railways. He
has also stated that these allowances, as fixed by the Board of Directors of
the Canadian National Railways, have been approved by the Privy Council,
as a matter of fact, or by the government.

Sir Hexry THorNTON: I did not say that. I said it was within the
knowledge of the government.

Sir EveiENe Fiser: That is exactly what I wanted to know. Then Sir
Henry said that the fixing of those salaries by the Board of Directors, was
known, let us say, to the old administration. May T take it that the present
schedule of salaries that are being received by Sir Henry Thornton himself and
by the high officials of the Canadian National Railways have beenssubmitted
to the Minister of Railways for his information. I mean the present Minister
of Railways. '

Hon. Mr. Ma~io~x: The salaries of the management have never officially
been before the Minister of Railways or the government. 1 may say that
personally 1 know something of them; but that is personal. So far as officially
goes they have never been before the Minister of Railways or the government.

~_Hon. Mr. EvLer: You do not include the salary of the President. That
is fixed by the government.

Hon. Mr. Manton: That is before the Minister of Railways and before

the government as it is before you, because it is a public document which was -

passed by order in council I think, in 1928. That, of course, is publie property ;
but the present government. has had no discussion at any time dealing with
the salaries of officers of the railway. .

As Sir Henry pointed out, it is absolutely correct that the salaries of himself
and his officers are largely fixed by the directorate. It is true that originally
the late government made an arrangement with him at $75,000 a year and—
Dr. McGibbon expressed it correetly, “legitimate expenses”, some word meaning
that,—I do not know that I should even give the figure, but a figure was decided
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on as legitimate expenses. That is public property because the late government
passed it by an Order-in-Council. I am informed that there was no necessity
for that, that generally speaking the directors of the company have control of
the salaries themselves, and they do not necessarily need to come before the
government at all.

The only reason, may I say, that such a discussion as this takes place is
because of the condition financially of the Canadian National Railways. If the
Canadian National Railways were in a position that it did not require gauran-
tees of vast amounts or cash assistance from the government of Canada, then I
should say that the question of salaries would never get before a committee of
this kind at all, because we would not have anything to do with the estimates
of the National Railways. They would handle those as a private company
would handle its estimates; but in view of the conditions that have existed, in
view of the fact that the government of Canada for the people of Canada has to
either guarantee or supply immense amounts of money, then naturally I presume
it is right that the members of parliament should question so far as it is
ethical to question.

Since I have been brought into the discussion—I did not intend to say this,
but perhaps I had better make my position clear to the committee—I have read
the reports of the committee. I might perhaps apologize now to the committee
for my absence, but it was due to illness in my family that prevented me from
being here. The committee met all last week in my absence. I was quite
agreeable to that and I wired the Chairman to that effect. However, I have read
the reports of the committee, as I say, rather hurriedly I admit; but I have read
every one of them and the committee, to use a colloquialism passed the buck
on to me in regard to Sir Henry Thornton’s salary.

I am only a member of this committee just the same as my friend Mr.
Euler or Mr. Gray or Dr. MeGibbon, or any of the other members of the com-
mittee. It is true I am minister of railways and in that way I am in closer
contact with the business of the Canadian National Railways than the other
members, and possibly have more knowledge of the business of the railway; but
having passed the responsibility to me, to use a better term, I am going to pass
it back to the committee in this way: that so far as getting the details of Sir
‘Henry Thornton’s salary are concerned, or the salaries of his officers, this com-
mittee will have to decide themselves how it shall get this detail. In other
words, if necessary it will have to vote on what they get, and I am willing to
take my position and vote with the rest of them.

So far as Sir Henry Thornton’s salary is concerned, he stated here this
morning that in addition to the $75,000 and the legitimate expenses which he got
by agreement with the late government, confirmed by Order-in-Council and
passed by the late directorate, I understood him to say—I may be wrong—that
so far as he remembered the subject of salaries had not been discussed by the
present directorate. I may be wrong but I understood Sir Henry to say that.

Sir HENry THorNTON: That is correct.

Hon. Mr, Ma~io~n: By the new directorate.

Sir HENry THORNTON: The question was never raised at any Board meeting.

Hon, Mr. Manion: So that is perfectly clear. He stated as well that he is
getting other emoluments, fees, call them what you will; that through an arrange-
. ment with the late directorate he is given other fees or emoluments in addition
to what was arranged in agreement with the late government. el

Now, as to whether all this should be made public or not, I suppose it is
~ more or less up to me to give my personal opinion. And I am not afraid to
give my personal opinion on the subject, and I am going-to give it here. My
feeling is that so long as the government of Canada for the people of Canada
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have to put up vast amounts of money, or guarantee vast amounts of money,
and take, therefore, the responsibility of these vast amounts of money—and
remember that the money advanced at different times for the National Railways
plus interest and the guarantees of the government of Canada for the National
Railways amounts to more than the whole cost of the war—now, I am saying
this just because it is a very serious situation, involving the immense amounts
of money which the government has had to put up, or guarantee, and is, there-
fore, responsible for,—it seems to me that it is legitimate to deal with the
salaries of particularly the higher officers of the company. That is my opinion.
So far as I am concerned, I can see no harm done to the company by disclosing
those salaries to the publie, and 1 agree with Dr. McGibbon thus far. I have
had people come to me—and I will admit quite frankly that the statement was
absolutely untrue—and say that they understood Sir Henry Thornton was
getting $300,000 a year. I have had that put to me on two or three different
oecasions. I personally have heard other statements made that were not true
just as that was not true. I know that is not true; but I have heard statements
made like that, and because of that I feel that perhaps it might be well to
clear the air. However, I am only one member of this committee. The only
reason I express that opinion is because the committee put it up to me and I
am giving it back to them. I am not going to suggest to the committee what it
should do. The committee can do as it likes. This committee can either do as
was suggested by Mr. Gray and Mr. Euler, at least pass it back to the direc-
torate, or they can insist on getting the salaries; but they have to decide. I am
not going to decide for them. I am a member of the committee and, as I have
said, in view of the immense amounts of money involved, in view of the
finanecial liability of this government which is in power, and of the late govern-
ment when it was in power, and any future governments, because this will go
on for a long time, it is quite right, in my mind, that the members of Parlia-
ment in Canada should look into the affairs of the company pretty thoroughly,
and should not thereby be accused of being enemies of the National Railways.
I deny absolutely that I am an enemy of the Canadian National Railways, 1
am too good a Canadian to be an enemy of the Canadian National Railways,
and anybody who is an enemy of the Canadian National Railways is not a
good Canadian. I do not think a man should be classed as an enemy of the
Canadian National because he wants to get some detail about the vast amounts
of money that are being handled. Remember, the National Railways handle
something between $200,000,000 and $300,000,000 annually, and in 1928, as Sir
Henry will support, they took in $304,000,000. That was the operating revenue
in 1928, an immense amount of money. Not only an immense amount of money
such as that, but the government has either to supply or guarantee vast amounts

of money, and, therefore, I think that people are quite right in demanding infor-

mation of all kinds about the National Railways without being branded as
unfriendly to that railway. And I certainly resent any imputation that this
government, or any member of the government, is anything but friendly dis-
posed to the Canadian National Railways. My ambition is—and I have
expressed this to Sir Henry Thornton—that perhaps before this government goes
out of power the Railway will once again be on a good financial basis. To-day
it is not, largely due to the depression I admit; but to-day it is not in that
position. 1t is in a rather serious position. All railways are, but the National
Railways particularly a little worse, a good deal worse, perhaps, because of its

origin and its general make-up, and because of the building of two transcon-

tinental railways which should originally have been one. That is, to a large
extent the truth. I have only tried to make myself clear.

Hon. Mr. EvLer: Mr. Chairman, when my good friend the Minister made

his statement with regard to enemies of the National Railways he was looking
rather hard at me.
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Hon. Mr. Maxion: I like you; that is why I was looking at you.

Hon. Mr. Evrer: 1 know I made a statement in the House the other day
in which I mentioned something about enemies of the National Railways, and
I want to assure this committee that I absolutely did not have in my mind any-
body so far as the government particularly is concerned. I want to make this
clear, if 1 may say so, in this committee, that there have been attacks made, or
an attack, but we surely do not want to introduce policies into those deliberations,
but because it has been made by certain members of the party against the
Canadian National Railways, and if it indicates enemity on-the part of the
government, then I hope it will be made quite clear that it is not the case. The
Minister made it abundantly clear that certainly he is not and the government
is not opposed to the railways, and that is a good thing it was said, because the
National Railways have some enemies, perhaps not in this room; but I think
it is just as well to make it plain. 1 have nothing more to say. I think the
thing that is absolutely at stake, so far as the principle is concerned, is whether
you want the public at large throughout the whole of Canada to know what the
salaries of the President and his chief executives are. Personally, I can see some
reasons where it might not be good for that information to be given out, and I
am not going to deny that members of Parliament, generally speaking, have a
right to go and get full information about the conduet of the railways, or any-
thing for that matter in which the Dominion’s moneys are invested. I think
the thing can be carried too far. I do not want to be classed as extravagant,
but even if some of the salaries are unduly high I do not think that in the
whole scheme of things in connection with the National Railways, involving
hundreds of millions of dollars, it amounts to a hill of beans and certainly is
not worth while in view of the effect it may have throughout the country in
destroying confidence in the National Railways. We all know that rumours are
going on throughout the country, most of them false, certainly the one about the

- $300,000 is so grotesically false that it is hardly worth while considering.

Mr. McGisBoN: Are you sure about that.

Hon. Mr. Evier: Yes, I am sure about that.

Mr. McGmsBon: What is his salary.

Hon. Mr. Evier: $75,000.

Mr. McGisson: Is that all?

Hon. Mr. EvLer: As far as I know, yes.

Mr. McGsson: Well, then don’t say if you don't know.

Hon. Mr. EvLer: Don't say if you don’t knew either.

p Mr. McGiseoN: You are making a positive statement.

Hon. Mr. Evier: As far as I know his salary is $75,000. 1 was a member
of the government that fixed that salary. I do not know whether other small
salaries are being paid. Do you know? 1 deprecate this idea of hearing
rumours and spreading them around. I heard a gentleman the other day say
‘1 have heard so and so and I am going to tell it to my constituents, I am
going to tell it wherever I get an opportunity.’ I say that is absolutely wrong,

" and I say that anybody who does that is an enemy of public ownership.
Imagine me if I heard a rumour about you, Mr. Chairman, or about the Minister
of Railways, or about Dr. McGibbon, going out and spreading it broadeast
throughout the country. If I print it in a newspaper I would be a proper
subject for libel. Men that do that are no friends of the National Railways.

Mr. McGiseon: I do not purpose sitting here being lectured by a member
of this committee. The information that I asked for I had a right to ask for.
1 represent 40,000 shareholders of this company, and if the information was not
true, if what I asked about Sir Henry Thornton’s salary was not true, then all
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the government had to do was to say so,.and if it was just as the Order in
Council said, $75,000, all the government had to was to say $75,000 and that .

would end it. The fact that they would not say that leads this country rightly
to assume that he is getting more and, as I say, I do not purpose sitting here
being lectured by the honourable member from Waterloo. If it is not true
why don’t they say so now. Here is the place to say s0. As a matter of fact,
everybody knows that it is not true.

Mr. Gray: I wish to thank the Minister for the very frank statement that
he has given to this committee to-day, and in dealing with this particular
subject, and having in mind what has been raised this morning and what has
generally been discussed, I should like to call to the minds of the members of
the committee the very fair and frank questions placed to Sir Henry Thorn-
ton which I take it deal not only with the general conduct of the railway as
a whole but also the question of salaries from the highest to the lowest officials,
and questions of economy from the top to the bottom.

Mr. Hanson raised the question as to whether the management, Sir Henry
Thornton and the Board of Directors were cognizant of the very serious condi-
tion in which this railway and the country was at the present time, and Sir
Henry dealt there and then with that very much at length. It is on the record
where he stated that the management were cognizant of conditions, and that
they were dealing at this time with that subjéct. I take it to mean that they
are dealing with the matter as a whole, including salaries. 1 noticed just
recently where the superintendent of one of the departments of the railway
had passed away and that that position now remains open, no longer to be filled,
a question of economy no doubt. To my mind, the question raised by Mr.
Hanson and the answer given by Sir Henry Thornton should give complete con-
fidence to this committee and the eountry as a whole. :

I think that Mr. Bell has raised a very, very fair question here—

Sir Hexry THoOrNTON: May I interrupt you just long enough to say that
I did propose, and will in the course of this meeting—submitting to each member
of the committee substantial documentary evidence of what steps have been
taken to control expenses and to deal with the questions to which Mr. Hanson
referred. It is well enough for me to say that we are cognizant, and you will
see there tangible evidence that that was a correct statement. "I have this
tangible evidence here which I intend to submit. It is on the table. We intend
to submit all of those documents to the members of the committee, and while
the documents will be voluminous, I hope each member of the committee will
at least in a cursory way examine the documents, because I think on the face

of them they will carry convietion with respect to the truth of the statement to
which I have just referred.

Mr. Gray: I thank you, Sir Henry, for those remarks. That is about all,
therefore, I have to say on the subject, Mr. Chairman, except this; having been
a member of this committee for a number of years there has always been com-
plete harmony and uniformity with the procedure of this committee and we have
been unanimous in all our decisions, and 1 would like to see—I know all of us

would like to see that we should go out of this committee unanimous, that we are
not divided on this subject in any way whatsoever.

~ Mr. Hanson: Mr. Chairman, if T may be permitted I should like to say
this to Sir Henry, very frankly that I am delighted he is going to give us in some
concrete form the evidence of his desire to meet what I think are the wishes of
the committee, namely, to show us that he is struggling with this stupendous
composition that lies before him. T had no other object in bringing the matter
before the committee except to impress upon them that in my mind, at all
events, the situation is very serious, and to get an expression from the manage-

m.etr}l)t 'tthat they are seized with the seriousness of the situation and are grappling
with it.
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May I say further that I thank the Minister of Railways for the unequivocal
gtand which he has taken in respect to this matter. I do not think that it is a
matter of idle curiosity at all with respect to the question of salaries of execu-
tives. As to the legal position, I have no doubt that representing the share-
holders of this country we are entitled to the information asked for. Sir Henry’s
own compensation is a matter of contractual relationship and a publie docu-
ment, and I am not questioning the amount of Sir Henry Thornton’s salary,
and I do not think that big business men in this country or men who are seized
with the importance of big business are questioning it either. I can say this,
without any undue egotism, that I have had a good deal to do with big business
in this country and I know something of the salaries that are paid to big execu-
tives. I am not saying that Sir Henry Thornton’s salary is too much. But
while I am on my feet I would like to say this that I believe it would be a better
line of policy if the Railways would be frank and tell the country just what
those salaries are. Those who have been accustomed to dealing with big things
will say that they are perfectly all right. The man who is dealing with picayune
things will criticize always.

I would like to say to my friend Dr. MeGibbon that I regret that he used
the phrase he did. I do not quite agree with him. 1 never heard that the
National Railways was a fertile field for graft, and I would not like that to
go on the record. What I think he does mean is that there is a suggestion in
the minds of the public that there has been a good deal of extravagance in the
past. Perhaps there probably has been, but I venture to say under the pressure
of present-day circumstances that that day is passed. I venture to say that
the very pressure of circumstances will end that sort of thing, if it ever existed,
and [ do not say it has.

With regard to Mr. Bell’s motion, that is a dilatory motion, a sidestepping
of the situation. Let us vote one way or the other.

Sir HeNry THorNTON: Mr. Chairman, may I just say this: In so far as
this whole salary position is concerned, in so far as my own compensation is
concerned it is not a source of anxiety. What happens to me with respect to
this railway is of relatively small importance; but what I do have at heart very
much is the real welfare of the company and what has happened in the past—
and I will give you one or two instances, if you will bear with me, when the
salaries of efficient men are made known, the salaries of men who have estab-
lished themselves in the railway world as men of outstanding ability in their
particular line. It sometimes happens that they are immediately approached
by other companies and an effort is made to get them away from the Canadian
National Railways. As far as my own salary and allowances are concerned I
do net care about them. My only reason for objecting to making them known
was because it carried with it the essential precedent of doing the same thing
with respect to any other officer in the service of the company.

Within the last two months one of our most valued officers, a man whom
1 considered to be the best man in his line in the whole railway world, was
offered a post with another company at a higher salary than he is getting with
us. Well, happily he decided to remain. A year or two ago one of our officers,
again a man for whom we all had the most respect, and whom we could have
only replaced with the greatest difficulty was tried to be induced away from us
by another railway company. In one case it was a private enterprise, not a
railway company that wanted the services of the first officer to whom I referred.
In the case of the second officer to whom I referred it was another railway
company. _

Now, in an enterprise of this size there must be certain information which
it is repugnant to the interests of the railway company itself to be disclosed.
I am not speaking about myself at all. Never mind me. It does not matter
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what happens to me as far as this railway is concerned at all; but what T am
interested in is in protecting our own officers and in pursuing that course which
is best in the interests of the railway. So in order to cover that situation this
whole matter was left to the selected representatives of the government, that is
to say, the Board of Directors, in the hope that they would deal with the
thing and deal with it properly, and they have done so up to the present time.

Do not misunderstand the statement that I have made. I am speaking
about all the officers of this company, and let me say—and I mean this in no
disrespectful way—it is exceedingly distasteful to me after all the years that
I have put in with this company and I think that some of you may be agreed
that I have at least not been lacking in industry but it is exceedingly distaste-
ful to stand up here and be put in a position such as this. I would rather not.
I would rather leave it to the board of directors. I am now simply speaking
with respect to the officers of the company and not myself.

Mr. Heaps: I would like to say a word. 'We have been discussing this
matter now for fully an hour. The morning is almost gone, and it would give
the appearance that the whole existence of the Canadian National Railways
practically depended upon the salaries of a few of the higher officials. I have
no desire to withhold any information which any member of the committee is
desirous of obtaining. I think once having raised this question here and in
the House, a statement of some kind will have to be made ultimately otherwise
our work here will have been of very little value. Supposing a statement is
given out by an official of the company stating what the official’s salaries are,
are we in a position to say whether it is a right thing or a wrong thing. The
only way in which I can form an idea as to whether the salaries being paid
are sufficient or too much for the character of the work that is being performed
is by having a comparative statement of salaries being paid for similar
positions for a similar class of work. We have the statement here this morning
from Sir Henry that other people are receiving somewhat similar salaries as
he iz receiving. I do not know how that applies to the other officials of the
company. Sir Henry made the statement that some of the higher officials
of the company have been induced away from the service of the Canadian
National Railways by the offer of higher remuneration.

Sir Hexry TaorNTON: 1 might interrupt you, Mr. Heaps, to say from
my own knowledge of the wages and salaries paid on other railroads, the
salaries of all of our officers are in keeping with similar emoluments elsewhere.
In fact I have been at some pains in the past to enquire from those who know
what salaries were paid to the Vice-Presidents, the Chief of Motive Power,
the General Managers, and people of that sort, and naturally I have had to
do that if T was going to fulfil my own responsibilities. Most of those salaries
come before the Board of Directors in the form of recommendations from
myself as to what they should be. I have got to satisfy myself from inquiry
as to what the going wage is, what the going salary should be for certain
responsibilities and for certain positions, and that I have done. I ean only
say that the salaries that our officers receive—and incidentally I might say
that their responsibilities are of a very difficult and delicate character, having
regard to the public ownership of those railways—and I do not want you to
misunderstand me when I speak of that responsibility of our officers; but their
responsibilities are not lightened because of these public functions, or because
of the railway’s public functions, and its publie ownership. It requires judg-
ment, 1t requires tact, and it requires a great many things which an officer
of a private railway is not called upon to exercise. He goes ahead and does
what he pleases and he is only responsible to his particular chief. I do not
complain about that; I have no objection to it. It is the exigencies of the

situation. But here is just an example: The principal officers and myself were
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here most of last week and will be here most of this week and I do not know
how many more weeks; but we are here answering questions, giving the best
of our intelligence to the questions that have been asked. That is not a
thing that happens to an officer eonneécted with a private railway. Under-
stand, we do not object. We realize it has got to be done; but T do want to
make clear to this committée that the responsibility on the officers of this
company is, as I put it, not lightened by its public ownership feature, and
my own desire is to protect in the interests of the company—I am not talking
about my own salary at all. I will come and 1 will go and it won't matter
very mueh; but it does matter a devil of a lot what happens to this railroad
as far as the general run of its officers are coneerned.

Mr. Hear: I think when we sit here as a committee and questions are put
to the officers of the company we readily realize how much more difficult it is
to run a publicly owned utility. I am satisfied that had this been a meeting
of directors or shareholders of a privately owned concern a good deal of the
information asked for would not be available to the shareholders of that
corporation. However, there seems to be a general idéa that something should
be said or given out in regard to the salaries of the officials. Thé whole question
boils down to this: It has been suggested by Mr. Bell that it should go back
to the board of directors of the company and should be considered carefully
there. On the other hand, Dr. McGibbon probably wants some other method,
and I think it perhaps might be the best thing if this matter were referred to
say a committee composed of men who are not directly responsible to this
committee here. I think perhaps it might be proper, Mr. Chairman, if a small
committee say of this committee could go into this question and report back at
some future time. I think it eannot very well be done by questions and eross
questions, and I would suggest at small committee comprising five members of
this ecommittee, including the Chairman and the Minister along with three other
members to be chosen by the Minister himself, I think probably this whole
question could be considered and dealt with to the satisfaction of all concerned.

I will be glad if Mr. Bell will incorporate that in his motion in place of
referring this thing back to the Board of Directors.

Mr. BerLL: The other day when you gave vour ruling one of the reasons vou
gave was that you had attended enough shareholders meetings to know that
they were entitled to this information. Now, the situation, sir, is this: As we
all know the shareholders get their information from the Board of Directors. I
asked Sir Henry Thornton this morning had the new Board of Directors of the
Canadian National Railways received this information regarding this particular
matter and he stated that they had not. Dr. Manion, Minister of Railways, tells
us that he had not in an official way received the information either.

It comes down to this, that we are discussing a question here, first of all,
that has not been put before the present Board of Directors. Personally, when
Mr. Hanson says that this is dilatory I cannot for the life of me see where he
gets the use of that word regarding this motion. I want to know what the
opinion of the present Board of Directors is regarding the salaries of the
Canadian National Officials at the present time. The second thing I want to do
is to discuss the officials’ salaries and to get in an official way what these salaries
are, and for that reason I am putting the motion before the meeting. I am not
trying to keep back Dr. Me¢Gibbon’s questions. T am trying to get the infor-
mation for him, but I think it should come in an official way and it will be
handed back to the Minister of Railways, and if on the floor of the House we
want to make a political football of this thing, well, let us all get in.

Hon. Mr. EvLer: Just to get the matter clear in my own mind, is it your

suggestion, Mr. Bell, that all those questions submitted by Dr. McGibbon be
submitted to the new Board of Directors?
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Mr. Beir: No. My motion was to this effect that these questions be
submitted to Sir Henry Thornton who will submait answers to them to the Board
of Directors and the Board of Directors will in turn make their report and
give answers to them to the Minister of Railways and then the information
is open to any member of Parliament who has not the information, to ask for it
on the floor of the House, or if the Minister prefers, he can give the information.

Mr. Haxsox: We are either entitled to the information here or we are not.
Let us settle the question and get on with something. We are only going
around in circles. : ;

Mr. Heaps: I move that the question of salaries and emoluments received
by the officers of the Canadian National Railways be referred to a sub-com-
mittee of this committee comprised of five members.

Hon. Mr. Evier: [ will second that motion, Mr. Chairman.

The CuamMaN: I was somewhat in doubt as to whether this committee
would have the right to appoint a sub-committee; but paragraph 616 of Beau-
chesne’s Parliamentary Rules and Forms reads as follows:

“Although it is not competent to a Committee to divide itself into
sub-committees, it does not seem to be imcompatible with this prineciple,
for a Select Committee to avail itsell of the services of its members,
individually, or in the form of sub-committees, for the doing of many
things conmected with the business of the Committee, which do not
involve a delegation of authority.”

Would you put that motion of yours in writing so that I can have it?
The member does not mention any names for this committee.

Mr. Hears: 1 will name them if you wish. .

The Cuamamax: It has been moved by Mr. Heaps and seconded by Mr.
Euler that the question of salaries and emoluments received by the officials of
the Canadian National Railways system be referred to a sub-committee of five
for consideration and report.

Mr. McGion: I do not want to be intruding on the committee but 1
want to impress on the committee again that all thic controversy is simply
going to make the public more suspicious, and rightly so. I will just leave it
at that. It is just a subterfuge.

Mr. Hears: I very strongly object, Mr. Chairman, to the use of the term
“subterfuge”.

The Cramrman: 1 will ask the gentleman to withdraw the word “subter-
fuge.” 1 will submit in its place the word “ eircumlocution.” I am not particu-
larly in favour of this motion, but at the same time I am your Chairman, There
is the ruling that T made and I would like you te discard it, get rid of it. How-
ever, I am willing to aceept this motion and put it to your good judgment. In
accordance with the motion 1 would name the following gentlemen to aect

upon the committee;—Mr. Euler, Mr. Hanson, Mr. Heaps, Mr. McGibbon
and Mr. Rogers.

Mr. Hansox: 1 think the Chairman and the Minister of Railways ought
to be on the committee. As far as I am concerned 1 do not care whether 1
act or not.

The Cuamrman : Of course, some of you always want to pass the buck
to someone else, and what gets me is this: that I made a ruling that 1 thought
was fair and you have disregarded it by eircumlocution.
£ kMr. Haxsox: No, we did not, we just delayed it till the Minister got
ack.

The Crammax: It is moved by Mr. Heaps, seconded by Mr, Euler that

the question of salaries and emoluments received by the officials of the Cana-
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dian National Railway system be referred to a sub-committee of five for
consideration and report, and the five who will act on the committee are
Messrs, Euler, Heaps, MeGibbon, Hanson and Rogers.

Hon. Mr. EvLer: 1 have no objection to acting on that committee but
it looks as though Mr. Heaps and myself were putting ourselves on the com-
mittee.

The Cramman: I made it quite clear that Mr. Heaps did not name any-
body at all, and inasmuch as the four or five I have named have been the ones
to shift the burden onto someone else I am going to put upon them the responsi-
bility of getting down to work. :

- Mr. McGiesox: I do not think you should include me, T have not tried to
sidetrack it.

_The Cuairman:  You have certainly taken an active part in a certain
position on this. I do not want to cast any aspersions on anyone, and I am
asking those who have taken part in this to help us get rid of it. I think the
easiest way would have been to meet the situation right in its face in the first
place. I tried to do that. What is your pleasure regarding the motion?

Motion ecarried.

Sir HENry THoRNTON: Mr. Chairman, following what I said to Mr. Hanson
a moment ago, I shall ask one of the clerks to distribute the documents which
accompany what I am about to say. I am sorry these documents are so volumin-
ous, but it is quite impossible to present the case conclusively without them.

Now, Mr. Chairman, these documents represent the operating budget for
the month of March, 1931. I am reading from this larger book here. As I said
before, I am sorry these documents are so voluminous, but I eannot explain the
situation to you without giving to you all of the information we have; and might
I also say to members of the committee that there is naturally, a great deal of
information here which is relatively confidential, that is, it relates to the inner
workings of the railway itself; it represents steps which the company’s organiza-
tion has taken, which the officers at headquarters, the vice-presidents and my-
self have evolved to control expenses.

Taking this larger book, it represents the minutes of the regional and
departmental budget meetings. As I said before, this is merely for the month
of march. I might have selected any other month, but this happened to be the
month that was easily available, and furthermore, the month for which we have
row the definite final figures.

At each one of our regions, about the 18th of the month, as I explained to
you before, a meeting is held by the operating officers of the region to discuss
their budget for the following month. The first meeting happened to be the
regional meeting of the central region. The officers present were, the general
manager who presided, the chief engineer, general superintendent, M.P. and Car
equipment, general superintendent of transportation, regional auditor, general
storekeeper, assistant freight and traffic manager, general passenger agent,
assistant to chief engineer, chief travelling accountant, general superintendent,
district engineer, superintendent of transportation, chief clerk, general superin-
tendent, assistant engineer, general superintendent, distriet engineer, manager of
electric lines, and the manager of the car ferries. In other words, there were
present at that meeting, all of the officers of that region who were responsible
for expenditures. Then, you will see that there follows a discussion. For
instance, the managers read a statement of revenues and expenses for the month
of January, 1929, which, compared with the estimate for the same month, re-
flected that the revenues had been over-estimated to the extent of $438,081 of
which $363,940 was in freight, $10,735 in passenger, and $42,365 in express.
Expenses were over-estimated to the extent of $455,026. In other words, that
meeting started off generally with an examination of the previous months per-
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formances; and then there follows right through—I shall not undertake to read
it for you, but if you will examine it at your leisure you will see there was dis-
cussed freight revenues, passenger revenues, and then we come to the general
comment and discussion of expenses.

Mr. Hanson: The red figures indicate the deficits over the estimates?

Sir HENry THORNTON: They represent decreases.

Mr. Haxson: Decreases?

Sir HeEnry THORNTON: Yes.

Mr. Hanson: All right, that is better.

Sir HeNry THorNTON: Now, I am not going to attempt to read this whole
manuseript through. You will find in it the regional meeting of the central
region, the western region, the Grand Trunk Western, Central Vermont, in fact,
all our property including express department, telegraph department, hotel
department, and subsidiary companies. In other words, this document reveals
that the responsible officers of the company in their respective territories sat
down and thoroughly and carefully examined first the performances of the pre-
ceding month to see to what extent they had over estimated or under estimated
both revenues and expenses. Every item was discussed in the outmost detail.

Now, at the end of that meeting, officers of that region drew up this
monthly budget: that is, the budget for the following month, with their recom-
mendations and how much money should be allotted to them. First, how much
money would acerue in the way of gross revenue, and secondly, what money
should be allocated for the different items of expenditure. All of those budgets
are then examined at Montreal, headquarters, by the respective vice-presidents
and myself, together with the director of statistics, who is specially charged
with this kind of work, and as a result of that examination, we authorize,
prior to the first of the month, each region with respect to those expenditures.

Now, I will ask vou to take this little book. That book represents a
synopsis; it represents the conclusion reached on all that data. In page one
vou find a discussion of the situation—

Effective with the month of January 1931, the budgets have been
prepared in a manner to more clearly outline the results of the different
departments and regions comprising the Canadian National Railways.

It outlines the different departments in the regions comprising the railway
system, and it gives the expenses of the whole system right through.

Mr. Haxsox: It is a consolidation of the other?

Sir Hexry Tuorston: This little book represents a consolidation of the
larger one. Then, at page two, you find the budget set forth for the month
of March. Now, that was the budget which was finally authorized, which the
regions were authorized to follow after the discussion between the vice-presidents
and myself, at \yhich we determined what the expenditure should be as nearly
as we could arrive at it. You will see the first. item is the budget for 1931,
and the actual for 1930.

Mr. Hanson: Of that month?

Sir Hexry TuorNTON: Of that month. In other words, we estimated
that for the month of March our gross revenue would be $13,606,110 as com-
pared with $17,162,982 for the same month last year, and then we allocated
the_ expenses, and you will see that the maintenance of way and structures,
maintenance of equipment, traffic, transportation and so on, until you come
to the total railway operating expenditure, which was budgeted at $13,265,380
as compared with $14,885581 actual in March 1930. That is to say, it repre-
sents the amount of money which we authorized the regions to spend as far
as those expenses were controllable; and you will be interested, if you will
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look on the last column of that sheet, to find the budget for the month of
Marech 1931. That is divided between the Canadian National Express, and
Canadian National Telegraph, hotels and separately operated properties, and
finally we get to the last two columns in the sheet which give us the summation
of the whole system. :

Mr. Hanson: It is across over here.

Sir HENrYy THORNTON: The last sheet. That is, for the system, the last
two columns are the system, made up of these different items which precede it.
Then, you turn over to the next page.

Mr. Hanson: It is very comprehensive, I should say. The total is
$13,606,110.

Sir Hexry TaHorNTON: The prineipal thing I want you to turn to is
page 11, at the bottom of the page. If you look at page 11 you will see how
closely it is worked out. If you look at the last two columns you will see the
general heading is “Total-system”, and under that heading you have two
columns, one called “budget” and the other ealled “actual.” Now, the first
column represents the estimate which was made of gross earnings and expendi-
tures, and the second column headed “actual” indicates what did actually
happen. From that you will see in that month the gross revenue for the
system was estimated at $14,393,767, and the actual result was $14,424219.
In other words, we estimated our gross revenue within $25,000 of what actually
happened.

Then, when you come to the expenses, you will see that we authorized
$2,223 451 for maintenance of way and structures; the actual expenditure for
maintenance of way and structure was $2,217,152. In other words, in the latter
part of February of this year we fixed and authorized the regions to expend a
total of $2,223,000, speaking in round figures, for maintenance of way and
structures and they actually spent $2,217,000. That is how close a control we
have on our expenses. You come to maintenance of equipment. For the main-
tenance of equipment we authorized $3,344,947, and $3,363,668 were spent, again
a very close figure.

Hon. Mr. EvrLer: Are they held absolutely within your estimate?

Sir Henry THorNTON: The regions are held absolutely to these figures.
e Hon. Mr. Evier: In this case there is a little more spent than was author-
ized.

Sir Henry THorNTON: I mean to say this; this amount is given to them,
they are authorized to spend that much, and they may overreach a few thousand
in one item and under reach in some other item.

Mr. HansoN: Due to their commitments?

Sir Henry THORNTON: Due to exigencies that cannot be entirely foreseen.
Take transportation expenses, we estimated and authorized $7,106,000, and the
actual transportation expense was $6,940,000, if you take the last figure, the
total expenses. I shall not go over every similar item, but take the last figure,
the total expenses authorized and estimated were $14,032,000, and the actual
expenses were $13,768,000. Now that tells the whole story of control of expenses,
and I am going to make a statement that there is no railway on the North
American continent that has so complete and thoroughly organized a control of
expenses as the Canadian National Railways. These expenses begin as an
estimate by the regions, they come to headquarters and are examined and
adjusted and approved or disapproved or altered, and they finally go to the
region in the form in which they appear the first of the month, as the author-
ized expenditure, and the results I have just read indicate the degree of
accuracy to which the regions themselves adhere to those estimated and author-
ized expenditures.
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Mr. Heaps: There is a reduction of approximately $2,000,000.

Sir Hexry THornNTON: There is exactly what it shows there. What are
you speaking of, Mr. Heaps?

Mr. Heaps: The total here for the actual is $13,768,000 for the month, and
1 think for the same month last year—

Sir Hexry THor~xTON: This comparison I have given you is what merely
happened. It is not a comparison with last year, but comparing the authorized
budget with what actually did happen for that month.

Mr. Heaps: The actual for last year was $15,718,000.

Sir Hexry THOrRNTON: The point I desire to make clearly is, that these
figures are just given you, and an examination of that whole book reveals the
control of expenses, and as I say, as a railway officer and having had some
experience of railway business, that does not exist anywhere that I know of.

Hon. Mr. EvLer: Showing that you are not going on in a haphazard way.

Sir Henry THorNTON: I am showing this to support the general statement
which T made to Mr. Hanson, that this matter is carried on—

Sir Eveene Fiser: After these estimates are passed by the regions and are
submitted to headquarters and finally passed, are they submitted to the board
of directors before being finally approved?

Sir Hexry THorNTON: This is in the hands of the executive officers and
myself. Of course, I give the board an idea of what is going to happen for the
next month, but the details of those are left in the hands of the officers and
myself.

Mr. Haxson: T do not see how any board could deal with it, they could
not possibly deal with it. If you ever sat on a board you would know they
would not attempt to deal with it.

Sir HExry THorNTON: No. Some of the railways in the United States
have sent their officers to Mentreal to find out how we are handling this matter,
and I offer this whole book with all of the data and figures and machinery
to show exactly how we handle our expenses, and as definite evidence to this
committee that the matter is not being handled in a haphazard way nor in an
extravagant way, and I will go further and say that it represents the most
scientific and complete control of expenses of any railway system on the North
American continent, and you can look through it and decide for yourself,—

Mr. Haxson: Now, following this up, vou have given thiz as a consolida-
tion—

Sir Hexwy TaornTON: This gives every month, you understand, every
month this is done.

Mr. Hanson: How is it working out with the results from revenue?

Sir Hexky TrorNTON: Why in the first place—

Mr. Haxson: Are you keeping within the mark?

Sir Hexry TuorntoN: Oh entirely. There is the answer, take that one
month, and this month is not exceptional, we estimated our gross revenue within
some $30,000 of what it actually was, We fixed our expenses about $300,000
less than they actually were. That is the answer. We have control. We not
only achieve our objective, but we bettered it by about $300,000. That happens
month after month.

Hon. Dr. Maxioy: May I put in a word to make the picture complete?
You cannot control in any way the interest on your capital debt.

Sir HENry THorNTON: No.

_Hon. Dr. Maxton: What I mean to say is this, the deficit in earnings
which go towards paying the national or public debt is certainly not going
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to be less unless there is a very miraculous change, I think the public should
know that.

Sir Henry TaHORNTON: Why certainly. What I am trying to make clear
is this: I have nothing to say about the national debt, or anything of that
sort, but I am just trying to make clear to the members of this committee
that we are sincerely and earnestly trying to increase our earnings. By the
degree by which we increase our net earnings do we more nearly reach paying
our fixed charges.

Hon. Dr. Manion: 1 do not question that at all, I am trying to point out
to the members of the committee and members of parliament, and I think
they should know this, that due to the decreased earnings of the Canadian
National Railways, which are going down at the rate of about five millions a
month, the Canadian National will be unable to pay the interest to the public,
and there is going to be a greater inability this year than in the past, by some
marked extent. I think the members of parliament should know that.

Sir HExry THorNTON: That is perfectly true.

Hon. Dr. Maxiox:. I think the whole picture is not complete without
that part of it being known.

Sir Henry THorNTON: That is perfectly true. When you come down
to the last item on this sheet you will see that our deficit in March before
interest on Dominion government advances was $4,014,554 as compared with
$2,392,494 shown in statement No. 1 for March of the year before. But unless
some organized and efiective effort is made to control expenses, then that deficit
to which Dr. Manion has referred would be greater. Our only effort is to
reduce that deficit, and reduce it to the lowest possible figure, and this represents
the implement which we are employing to accomplish that purpose.

Mr. Heaps: May I ask this question, if I am not asking you something
that is beyond you to answer at the present time; in view of the statement you
have just made about the month of March, 1931, could vou give us a compari-
son of the year 1930, taking the same basis as you have taken this month—
you say the deficit last year was $29,000,000?

Sir Hexry THorNTON: About $29,000,000.

Mr. Hears: How would that work out, approximately, if you can give
me thg figures for the year 19317

Sir Hexry THorNTON: Mr. Heaps, of course everybody will understand
that trying to make an estimate of what is going to happen in these days is
an almost impossible thing to do. - We can estimate from month to month with
a great degree of accuracy, but I cannot tell you to-day with any degree of
accuracy what our gross revenues are going to be say in September or October,
but I can tell you pretty closely what they are going to be next month.

Mr. Hanson: What Sir Henry is doing, as I understand it, is giving this
as an exhibit of what they are trying to do to meet the situation, and I think
we ought to accept it in that spirit.

Hon. Dr. Manxion: So I will not be misunderstood, and the members of
parliament should have a complete picture, I am not questioning anything that
Sir Henry said in the least, but I was just calling the attention of the members
of parliament who have to guarantee money advanced to the railway, that
unless something miraculous happens, the deficit, instead of being $29,000,000
will be very much more than $29,000,000, I do not know how much more, but
it will be considerably more than $£29,000,000 unless something almost miracu-
lous happens.

Sir Henry THorNTON:  Without question.
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Mr. Haxsox: That is what caused the enquiry on my part; I was asking

the management to show how they are going to meet the situation, and this is

Sir Henry’s answer.

Sir Hexry THornTON: This is showing you, of course, the whole thing
has to start with control of expenses.

Hon. Mr. EviLer: 1 take it what you are trying to say here is that the

actual expenses are within your budget, but the vital thing, in my mind, is
whether that budgeting is done properly.

Hon. Df. Maxton: Might I interject a remark here. The very next part .

of the budget is deficit for interest, and they have allowed thirty million dollars
for that.

Hon. Mr. Evner: That is uncontrollable. The other part of the budget
is in regard to the various services.

Sir Henry THorNTON: We start with an estimate of the gross revenue,
then the maintenance of way, maintenance of equipment, transportation
expenses, all the departments are examined—

Mr. Haxson: These are all controllable.

Sir Hexry THorNTON: Transportation is not entirely controllable. We
have from our professional knowledge and experience to decide how much we
should spend, the minimum amount of money it is safe to spend on this property
to maintain safety of service.

Hon. Mr. EvLer: That is a vital part.

Sir Hexry THorNTON: That is what we have to decide. The regions, to
begin with, make recommendations. Mr. Hungerford and various vice presi-
dents and myself check them and we might say, “well, it is high.” We think
we could get on with less money than that another year or another month. We
might say, “ Well, the track on a certain region is getting a little bad,” perhaps
not bad in respect to getting out of hand. We think it would be unwise to reduce
expenses to that amount. In other words, we put these regional estimates
through the sieve of our own intelligence, to call it such, and then we finally
decide what the region is to spend and that is what the region does spend and
all it gets to spend. As I said before, the object of all of this is to indicate to
vou the steps that are taken to control expenses and how closely that object is
achieved.

~Hon. Mr. Evrer: When you and your officers, Mr. Hungerford and others,
review that amount, you are making your decision as to whether the amount
submitted to you by your regional officers is correct or not. While this is going
on, what have you in mind particularly, primarily the proper efficiency of the
road or have you an eye particularly to the revenues you are making?

Sir Henry TaorNTON: In fact, you have to keep an eye on everything;
you have to take into consideration every element. Low revenues naturally
indicate poverty of traffic; poverty of traffic indicates you do not have to spend
so much money on maintenance because the railway is not being subjected to
the same use. You have to decide whether a certain rail will carry for another
year or another month or not. There are hnudreds of technical questions that

enter into the determination of this budget. e

Hon. Mr. Evrer: Do you ever sacrifice, in any case, the possible efficiency
of the service of the road?

Sir Hexry THorNTON: No.
‘Hon. Mr. EuvLer: When the revenues are low.

Sir HeNry THorNTON: No. There are

two thi
primarily, ings you must protect

In the first place, you must maintain safety of traffic. That is the
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first consideration, and the second is you must maintain that degree of efficiency
~ which will enable you to retain the traffic you have.
Hon. Mr. EvLer: You cannot reduce it beyond a certain minimum.

~  Sir Hexry THOrRNTON: You get to a certain point, and you cannot go
e below that.
9 Hon. Mr. EuLer: Beeause traffic has gone down?

: Sir Hexry THorNTON: By carefully weighing of the demands of traffic as
~, between one line and another, you can gome to an intelligent standard of main-
5 tenance. You can decide that a certain line, having regard for it&"traffic, ought
= to be maintained at a certain standard, and some other line which has a less
e important traffic should not be so maintained; and that is where the judgment
P and the intelligence of the railway officer come into play. That is the reason
e we have vice presidents and officers.

i Mr. MacMiLraN: How far ahead of the first of each month—
flo - Sir Henry THORNTON: What is that?

& %\'Ir. MacMinran: How far ahead of the first of each month do you get
at

Sir Hexry THorNTON: These are dated the 15th of the month. The budgets
are all approved about the 27th of each month, and the region is advised by

i telegraph or possibly by mail, if close enough, as to what their budget is to be the

~ following month, so that on the first of the month each general manager knows

. what his expenditures are going to be and what he can work on. In other words,

- this organization follows an orderly procedure instead of allowing the thing to

A take care of itself as a great many people in this country imagine. Some

- people imagine that a railway is some mysterious way runs itself, and there is not

: very much intelligence being displayed in it. Well now, I am trying to offer

o yvou definite evidence that we have it controlled, and some of the officers who

- are here can tell you, just as I have told you, that there is no railway system—

~ and I challenge anybody to meet that statement—of the magnitude of the

- Canadian National Railways, that has got such an effective control of its

- expenses as we have worked out here.

. Hon. Mr. Evrer: What I am trying to get at is this—it is very commendable
of course that you estimate very close to your expenditures—, what are the
guiding prineiples involved? Is the primary principle the maintenance of way;
that you must have a certain standard, or is it affected by your knowledge that

~ the revenues perhaps may not be up to a certain mark, and perhaps you may
reduce more by reason of the fact you know the revenue is lower?

Sir Hexry THoOrNTON: All I can say Mr. Eule